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Research Update:

Barclays Bank 'A-/A-2' Ratings Affirmed On
Strategic Announcements And Ring-Fencing
Plans; Outlook Stable

Overview

• U.K.-based Barclays PLC has made material strategic announcements with
regard to the shape and structure of the group in the context of future
regulatory requirements.

• We believe that, as the future non-ring-fenced entity, Barclays Bank PLC
is likely to be rated one notch lower than the U.K. ring-fenced bank.

• Evolving regulatory requirements could result in Barclays building its
additional loss-absorbing capacity (ALAC) buffers to a level that
supports two notches of uplift over the next two-to-three years.

• We therefore are affirming our long- and short-term counterparty credit
ratings on Barclays Bank at 'A-/A-2'.

• The stable outlook reflects our view that the future build-up of ALAC
buffers could potentially offset any credit negative implications for
Barclays Bank as the non-ring-fenced legal entity within the wider
Barclays group.

Rating Action

On March 7, 2016, Standard & Poor's Ratings Services affirmed its 'A-/A-2'
long- and short-term counterparty credit ratings on U.K.-based Barclays Bank
PLC and its core subsidiaries. The outlook is stable.

At the same time, we affirmed the 'BBB/A-2' long- and short-term counterparty
credit ratings on nonoperating holding company Barclays PLC. In addition, we
affirmed the ratings on all other subordinated and hybrid capital instruments
issued by Barclays PLC, Barclays Bank, and related entities.

Rationale

The affirmation reflects our view that the strategic announcements relating to
the gradual reduction in the group's stake in Barclays Africa Group Limited
(BAGL) and the accelerated run down of the noncore division are broadly
neutral to our assessment of Barclays' 'bbb+' unsupported group credit profile
(GCP; our assessment of the group's stand-alone creditworthiness), at this
time.

While Africa represents an element of geographical diversification in the
group's revenue mix (15% of 2015 revenues), the associated earnings
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volatility--partly due to currency fluctuations--and the difficult
macroeconomic environment are important considerations when we assess the
rating implications of the disposal. Notwithstanding progress on restructuring
goals in 2015, our assessment of the group's business position remains
constrained by the ongoing execution of strategic changes in an uncertain
operating environment.

The one-time perimeter expansion and accelerated run down of the noncore
division are likely to support our capital assessment, but do not
fundamentally alter our view of Barclays as a group with satisfactory
capitalization, despite earnings headwinds. We note, however, that execution
costs in a difficult market environment, coupled with subpar profitability at
the investment bank and other exceptional items, will weigh on the group's
earnings in the near term. We are revising our forecast of the group's risk
adjusted capital (RAC) ratio to 8.5%-9.0% from 9.0%-9.5% by end-2017 (the
actual ratio was 8.2% at end-2014). This forecast factors in the announced
dividend reduction in 2016 and 2017, £1 billion of incremental disposal and
restructuring costs associated with the accelerated reduction of noncore
assets, meaningful potential conduct and litigation charges, as well as
broadly flat Standard & Poor's risk-weighted assets (RWAs) in 2016 and 2017.
We do not anticipate the deconsolidation of BAGL during our two-year forecast
horizon or any additional AT1 issuances, which would represent upside to this
capital projection.

Barclays group has outlined its plans to meet U.K. regulatory ring-fencing
rules, effective Jan. 1, 2019, by establishing a simplified divisional
structure with Barclays U.K. as the future U.K. ring-fenced bank and the
existing Barclays Bank as Barclays Corporate and International or the
non-ring-fenced bank. We expect that Barclays U.K. will be incorporated as a
separate legal entity by early 2018. While we view ring-fencing as presenting
a significant operational hurdle for Barclays group--with associated set-up
and ongoing friction costs--we do not expect ring-fencing itself to weaken our
view of the group's 'bbb+' unsupported GCP. Many of the capital and liquidity
fungibility issues relating to ring-fencing are recognized in our current GCP.
Examples include the prudential requirements of the group's overseas
subsidiaries, prepositioning requirements for the regulatory minimum
requirement for own funds and eligible liabilities (MREL), and the separate
funding structure of the investment bank relative to the rest of the group.

Although our view of the group's aggregate creditworthiness is unlikely to
weaken under ring-fencing, we are likely to assess Barclays Bank as highly
strategic to the group, given its higher risk profile relative to Barclays
U.K. as the ring-fenced bank. We would expect to assess Barclays U.K. as core
and not an insulated subsidiary. Despite the non-ring-fenced bank's larger
size and its strategic importance to the group, the likely one-notch
difference between Barclays U.K. and Barclays Bank would reflect our view that
the likelihood of group support to the non-ring-fenced bank in a nonviability
scenario would be marginally lower than for the U.K. ring-fenced entity. This
view takes account of the objective of ring-fencing to protect critical
banking functions in the U.K.
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Despite the credit negative implications of ring-fencing for Barclays Bank, we
consider it possible that the GCP will benefit from an additional notch of
ALAC over the next two-to-three years. The Bank of England is expected to
specify the final calibration of MREL later this year. Based on initial
proposals--which are subject to change--it is reasonable to assume that final
steady-state MREL, plus combined buffers, and an internal buffer of 100 basis
points (bps)-150 bps would make up about 25% of regulatory RWAs. Gross
issuance of ALAC-eligible instruments to replace maturing operating company
senior debt, combined with earnings retention and the deconsolidation of BAGL
by end-2018, could result in an ALAC ratio of 8.0%-8.5% for Barclays group--a
level we would typically ascribe to two notches of uplift. This is a level
that is higher than we previously forecast.

Outlook

The stable outlook over the next one-to-two years is supported by our view
that the future build-up of ALAC buffers could potentially offset any credit
negative implications for Barclays Bank as the non-ring-fenced legal entity
within the wider Barclays group. It also reflects our expectation that
capitalization--as measured by the RAC ratio--will remain comfortably in the
adequate range, despite the drag of exceptional items related to litigation
and restructuring.

Downside scenario

We could lower the ratings if we perceive that the build-up of ALAC buffers is
unlikely to offset the credit negative implications of ring-fencing. We could
also lower the ratings if we observe setbacks in Barclays group's
restructuring, such as an unexpected and prolonged deterioration in operating
performance. Further reputational and financial setbacks related to material
new conduct and litigation matters could also weigh on the ratings.

Upside scenario

Although unlikely in the near term, we could raise the ratings if prospects
for the group's strategy and earnings become more predictable.

Ratings Score Snapshot

Issuer Credit Rating A-/Stable/A-2

SACP bbb+
Anchor bbb+
Business Position Adequate (0)
Capital and Earnings Adequate (0)
Risk Position Adequate (0)
Funding and Liquidity Average and Adequate (0)
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Support +1
ALAC Support +1
GRE Support 0
Group Support 0
Sovereign Support 0

Additional Factors 0

Related Criteria And Research

Related Criteria

• Bank Rating Methodology And Assumptions: Additional Loss-Absorbing
Capacity, April 27, 2015

• Bank Hybrid Capital And Nondeferrable Subordinated Debt Methodology And
Assumptions, Jan. 29, 2015

• Principles For Rating Debt Issues Based On Imputed Promises, Dec. 19,
2014

• Standard & Poor's National And Regional Scale Mapping Tables, Sept. 30,
2014

• National And Regional Scale Credit Ratings, Sept. 22, 2014
• Group Rating Methodology, Nov. 19, 2013
• Banks: Assessing Bank Branch Creditworthiness, Oct. 14, 2013
• Quantitative Metrics For Rating Banks Globally: Methodology And
Assumptions, July 17, 2013

• Revised Market Risk Charges For Banks In Our Risk-Adjusted Capital
Framework, June 22, 2012

• Guarantee Default: Assessing The Impact On The Guarantor's Issuer Credit
Rating, May 11, 2012

• Banking Industry Country Risk Assessment Methodology And Assumptions,
Nov. 9, 2011

• Banks: Rating Methodology And Assumptions, Nov. 9, 2011
• Bank Capital Methodology And Assumptions, Dec. 6, 2010
• Methodology For Mapping Short- And Long-Term Issuer Credit Ratings For
Banks, May 4, 2010

• Use Of CreditWatch And Outlooks, Sept. 14, 2009
• Commercial Paper I: Banks, March 23, 2004

Ratings List

Ratings Affirmed

Barclays Bank PLC
Counterparty Credit Rating A-/Stable/A-2
Greater China Regional Scale cnAA/--/--
Certificate Of Deposit
Foreign Currency A-2
Senior Unsecured A-p
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Senior Unsecured BBB-
Senior Unsecured cnAA
Senior Unsecured A-
Subordinated BB+
Subordinated BBB-
Junior Subordinated BB
Junior Subordinated BB+
Junior Subordinated BBB-
Preference Stock BB
Short-Term Debt A-2
Certificate Of Deposit A-
Certificate Of Deposit A-2
Commercial Paper A-2

Barclays PLC
Counterparty Credit Rating BBB/Stable/A-2
Senior Unsecured BBB
Subordinated BB+
Junior Subordinated B+

Barclays Bank Ireland PLC
Barclays Private Clients International Ltd.
Barclays Capital Inc.
Barclays Bank plc (Milan Branch)
Barclays Bank plc (Madrid Branch)
Counterparty Credit Rating A-/Stable/A-2

Barclays Bank PLC (Australian Branch)
Barclays Bank PLC (Hong Kong Branch)
Barclays Bank PLC (New York Branch)
Barclays Bank PLC (Singapore Branch)
Barclays Bank PLC (Tokyo Branch)
Barclays U.S. Funding Corp.
Barclays US Funding LLC
Commercial Paper* A-2

Barclays Financial LLC
Senior Unsecured* A-

Barclays SLCSM Funding B.V.
Junior Subordinated* BB+

*Guaranteed by Barclays Bank PLC.

Additional Contact:

Industrial Ratings Europe; Corporate_Admin_London@standardandpoors.com

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific meanings ascribed
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to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further
information. Complete ratings information is available to subscribers of
RatingsDirect at www.globalcreditportal.com and at spcapitaliq.com. All
ratings affected by this rating action can be found on Standard & Poor's
public Web site at www.standardandpoors.com. Use the Ratings search box
located in the left column. Alternatively, call one of the following Standard
& Poor's numbers: Client Support Europe (44) 20-7176-7176; London Press Office
(44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225;
Stockholm (46) 8-440-5914; or Moscow 7 (495) 783-4009.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT MARCH 7, 2016   7

1592057 | 301240661

Research Update: Barclays Bank 'A-/A-2' Ratings Affirmed On Strategic Announcements And Ring-Fencing Plans;
Outlook Stable



S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P

reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,

www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription) and www.spcapitaliq.com

(subscription) and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information

about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective

activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established

policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain

regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P

Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any

damage alleged to have been suffered on account thereof.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and

not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase,

hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to

update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment

and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does

not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be

reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part

thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval

system, without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be

used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or

agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not

responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for

the security or maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL

EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR

A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING

WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no

event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential

damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by

negligence) in connection with any use of the Content even if advised of the possibility of such damages.
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