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Research Update:

Barclays PLC 'BBB/A-2' Ratings Affirmed; Outlook
Remains Negative Despite Additional
Loss-Absorbing Capacity Build

Overview

• We believe that Barclays has made significant progress building its
additional loss-absorbing capacity (ALAC).

• As a result, we now incorporate two notches of ALAC uplift, from one
notch, into the long-term rating on Barclays Bank PLC (BB PLC), the main
operating entity of the Barclays group.

• However, we have applied a negative adjustment to the long-term rating on
BB PLC, reflecting our view of its future position as the non-ring-fenced
bank within the group.

• We are affirming the long- and short-term counterparty credit ratings on
BB PLC at 'A-/A-2' and those on the nonoperating holding company,
Barclays PLC, at 'BBB/A-2'.

• The negative outlook on both legal entities is consistent with our
negative outlook on the U.K. banking system.

Rating Action

On May 31, 2017, S&P Global Ratings affirmed its 'BBB/A-2' long- and
short-term counterparty credit ratings on U.K.-based nonoperating holding
company (NOHC) Barclays PLC (Barclays). The outlook remains negative.

In addition, we affirmed our 'A-/A-2' counterparty credit ratings on the main
operating entity of the Barclays group, Barclays Bank PLC (BB PLC). The
outlook remains negative.

A full list of rating actions is shown below.

Rationale

The affirmations reflect that we believe Barclays is making good progress
implementing its March 2016 strategy update. One example of this is the bank's
announcement that it will be closing its non-core division six months earlier
than planned on June 30, 2017. However, we do not currently believe that the
ratings on Barclays could withstand a lowering of our assessment of the U.K.
banking system.

We continue to believe that there is at least a one-in-three chance that we
could revise down our assessment of U.K. economic risk. See "Various U.K.
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Banks' Ratings Affirmed; Outlooks Still Mainly Negative On Continued Economic
Uncertainty Related To Brexit," published on May 31, 2017. Notwithstanding the
reasonable geographic diversification of the group's revenue streams relative
to domestically focused peers, we do not observe sufficient reasons not to
revise down Barclays' 'bbb+' unsupported group credit profile (UGCP) if we
revised down our assessment of U.K. economic risk.

Barclays has, nevertheless, made significant progress building its additional
loss-absorbing capacity (ALAC). As a result, we now incorporate two notches of
uplift (from one notch) into the long-term rating on BB PLC because the
group's ALAC ratio is both above our 8.5% threshold today and over our
two-year projection period. We calculate that ALAC was 9.8% of S&P Global
Ratings-adjusted risk-weighted assets on Dec. 31, 2016. Additionally, we have
observed that year-to-date Barclays has issued further material volumes of
ALAC-eligible instruments.

However, we have applied a negative adjustment to the counterparty credit
rating on BB PLC. This reflects our expectation that, all else being equal, we
expect to rate BB PLC (as the future non-ring-fenced bank) at one notch below
the 'a' supported group credit profile (GCP); that is, the 'bbb+' UGCP plus
two notches of ALAC uplift.

In our view, the 2016 strategy was framed by the requirements to meet U.K
regulatory ring-fencing rules by Jan. 1, 2019, among other factors. Notably,
Barclays now has a much simpler divisional structure than before, with
Barclays UK as the future ring-fenced bank and Barclays International as the
future non-ring-fenced bank. Barclays Africa, which the group is planning to
sell down to a level that achieves regulatory deconsolidation, is treated as a
discontinued operation and held within head office, outside of the core
Barclays UK and Barclays International divisions. We view the strategy as
being more focused and plausible than that of the recent past, which is
especially pertinent to the ratings on Barclays given our view of the
difficulties that the group has endured since the 2008 financial crisis.

We consider that Barclays is demonstrating improved capitalization. We
calculate Barclays' risk-adjusted capital (RAC) ratio to be 10.5% as of Dec.
31, 2016. This has increased significantly from 9.6% at end-2015 and is
broadly in line with the 100 basis point increase in Barclays' regulatory
common equity Tier 1 ratio over the same period, primarily reflecting
continued organic profit generation. However, we cannot be certain that its
RAC ratio will remain above our 10% threshold for a stronger assessment. This
includes the potential scale and timing of conduct and litigation charges, and
the degree to which Barclays' shareholder distribution policy will potentially
return to more typical levels at the outer edges of our two-year projection
period. We estimate that the effect of higher risk weights, if we lowered
U.K.'s economic risk assessment, would reduce the RAC ratio by around 80 basis
points.

Finally, we consider that the credit quality of Barclays' large domestic loan
book compares favorably with most U.K. peers, although we note its higher
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consumer credit weighting. Overall, we consider that Barclays' market risk is
not an outlier relative to global peers. Additionally, its funding and
liquidity profiles are sound. For example, as of March 31, 2017, Barclays
stated that its group liquidity pool exceeds the total stock of wholesale
funding.

Outlook

BARCLAYS PLC
The negative outlook on Barclays reflects the risk of a weaker operating
environment following the U.K.'s decision to leave the EU. Specifically, we
could revise down our risk position assessment in the event of increasing
economic risks associated with Brexit because, unlike its U.K. bank peers,
Barclays' anchor is less likely to change owing to its international
diversification. With all other factors remaining the same, this would result
in a one-notch downward adjustment of the UGCP and our subsequent lowering of
the long- and short-term counterparty credit ratings.

We could revise the outlook back to stable if we took a similar action on our
assessment of U.K. economic risk, or if we observed sufficient reasons in
Barclays' case to offset any potential deterioration of the U.K. banking
environment. This might be due to the bank's capital and earnings
strengthening more than expected or if we observed further progress with
strategy implementation. This would most likely arise if current constraints
on a stronger business position--in particular the current regulatory review
of the CEO, outstanding high profile litigation cases, the still-to-be
consummated regulatory deconsolidation of Barclays Africa, and the
implementation of structural reform--demonstrably reduced in scale or
potential impact.

BARCLAYS BANK PLC
Our rationale for the negative outlook on BB PLC, currently the primary
operating company of the Barclays group, mirrors that for the negative outlook
on the NOHC. We could lower the ratings on BB PLC if we revised the UGCP
downward, although this would only affect the long-term rating on BB PLC.

Barclays has stated that in the first half of 2018, as part of its structural
reform program to implement U.K. ring-fencing requirements, BB PLC will become
its non-ring-fenced bank. In the second half of 2017, or into 2018, we
currently expect to have a sufficient line of sight to finalize our view of BB
PLC's status within the group as well as its stand-alone creditworthiness.

Presently we believe that we are likely to assess BB PLC as highly strategic
to the group, which would result in no ratings change compared with the
current ratings. Absent a change in this view, we would need to revise upward
the UGCP to raise the ratings on BB PLC.
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Rating Score Snapshot

BARCLAYS PLC
Issuer Credit Rating BBB/Negative/A-2

BARCLAYS BANK PLC
Issuer Credit Rating A-/Negative/A-2

Unsupported GCP bbb+
Anchor bbb+
Business Position Adequate (0)
Capital and Earnings Adequate (0)
Risk Position Adequate (0)
Funding and Liquidity Average and Adequate (0)

Support +2
ALAC Support +2
GRE Support 0
Group Support 0
Sovereign Support 0

Additional Factors -1

Related Criteria

• General Criteria: Methodology For Linking Long-Term And Short-Term Ratings
, April 7, 2017

• General Criteria: Guarantee Criteria, Oct. 21, 2016
• General Criteria: S&P Global Ratings' National And Regional Scale Mapping
Tables, June 1, 2016

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

• Criteria - Financial Institutions - Banks: Bank Hybrid Capital And
Nondeferrable Subordinated Debt Methodology And Assumptions, Jan. 29,
2015

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

• General Criteria: National And Regional Scale Credit Ratings, Sept. 22,
2014

• General Criteria: Group Rating Methodology, Nov. 19, 2013
• Criteria - Financial Institutions - Banks: Assessing Bank Branch
Creditworthiness, Oct. 14, 2013

• Criteria - Financial Institutions - Banks: Quantitative Metrics For
Rating Banks Globally: Methodology And Assumptions, July 17, 2013

• Criteria - Financial Institutions - Banks: Revised Market Risk Charges
For Banks In Our Risk-Adjusted Capital Framework, June 22, 2012
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• Criteria - Financial Institutions - Banks: Banks: Rating Methodology And
Assumptions, Nov. 9, 2011

• Criteria - Financial Institutions - Banks: Banking Industry Country Risk
Assessment Methodology And Assumptions, Nov. 9, 2011

• Criteria - Financial Institutions - Banks: Bank Capital Methodology And
Assumptions, Dec. 6, 2010

• General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009
• Criteria - Financial Institutions - Banks: Commercial Paper I: Banks,
March 23, 2004

Related Research

• Various U.K. Banks' Ratings Affirmed; Outlooks Still Mainly Negative On
Continued Economic Uncertainty Related To Brexit, May 31, 2017

• Banking Industry Country Risk Assessment: United Kingdom, May 31, 2017
• Ratings On The United Kingdom Affirmed At 'AA/A-1+'; Outlook Remains
Negative, April 28, 2017

• U.K. Bank Credit Losses In 2017 Are Nothing To Be Afraid Of, March 23,
2017

• Major U.K. Banks Report Aggregate Year-On-Year Underlying Pre-Tax Profit
Growth In 2016, March 1, 2017

• U.K. Banks: What's On The Cards For 2017, Jan. 17, 2017
• Barclays Capital Services Ltd. Assigned 'A-/A-2' Ratings; Outlook Negative
, Dec. 7, 2016

• Stress Test Results Highlight U.K. Banks' Enhanced Resilience, Dec. 1,
2016

• Rating U.K. Banking Groups Affected By Ring-Fencing: Why One Size May Not
Fit All Subsidiaries, Nov. 24, 2016

Ratings List

Ratings Affirmed

Barclays Bank PLC
Counterparty Credit Rating A-/Negative/A-2
Greater China Regional Scale cnAA-/--/--
Certificate Of Deposit A-/A-2

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

Barclays Bank Ireland PLC
Barclays Services Ltd.
Barclays Capital Inc.
Barclays Bank plc (Milan Branch)
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Barclays Bank plc (Madrid Branch)
Counterparty Credit Rating A-/Negative/A-2

Barclays Bank PLC
Senior Unsecured A-
Senior Unsecured A-p
Senior Unsecured cnAA-
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 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.*
Commercial Paper A-2

*Guaranteed by Barclays Bank PLC.

Additional Contact:

Financial Institutions Ratings Europe; FIG_Europe@spglobal.com

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific meanings ascribed
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 the S&P Global Ratings'
public website at www.standardandpoors.com. Use the Ratings search box located
in the left column. Alternatively, call one of the following S&P Global
Ratings 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.
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