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11 April 2019 

 
Barclays PLC (“Barclays” or the “Company”) 

Response to Sherborne Investors Management LP Letter to Shareholders of Barclays PLC  

This announcement sets out Barclays’ response to the letter released on 8 April 2019 by Sherborne Investors 
Management LP (collectively with other associated parties, “Sherborne”). The Board of Barclays strongly opposes 
Mr Bramson’s appointment to the Board of Directors and unanimously recommends shareholders vote against 
the resolution requisitioned by Sherborne at the Barclays AGM on 2 May 2019. 

The Board recognises that Barclays does not yet perform at the level at which it should. We are highly focused on 
business execution to deliver returns above our cost of equity. Another strategic overhaul is not what Barclays 
needs right now. We have engaged with Mr Bramson and will continue to do so. However, as Sherborne 
acknowledges, Mr Bramson does not need to be on the Board to make his observations and suggestions known 
to Barclays. His prior investments and our engagement with him suggest he would be a disruptive and 
uncollaborative influence on the Board.  He also does not possess the banking experience and skills that we are 
seeking to add to the Board.  Further, the Board believes that Sherborne’s interests are not aligned with the wider 
shareholder base. For these reasons, which are set out below and in greater detail in the appendices to this 
announcement, the Board strongly opposes Mr Bramson’s appointment.  

There are two fundamental questions for shareholders to determine. One is whether it would be right, proper and 
helpful for Mr Bramson to join the Board of Barclays. The second, underlying, question is whether Barclays has the 
right strategy or whether it should adopt Mr Bramson’s alternative, which is both unclear and based on multiple 
factual errors, as we highlight below.  

On the first question, Mr Bramson is not someone the Board believes will help either as a Board member or as a 
colleague. We believe his letter demonstrates a preconceived viewpoint and a poor understanding of Barclays and 
its Corporate and Investment Bank (“CIB”). His criticisms of CIB performance are not new, nor have they been 
ignored. But Mr Bramson misunderstands the drivers of that business and his analysis is based on a flawed 
understanding of complex banking organisations and reaches conclusions that are inconsistent with the data.  The 
Company does not need another strategic overhaul, and the enormous execution risks this would entail.   

Mr Bramson is not independent of view and cannot fulfil the position of being an objective representative of all 
shareholders on the Board. Sherborne’s time-limited derivative position in Barclays limits its exposure to falls in our 
share price and narrows its investment horizon to a more near-term bias, fundamentally misaligning Mr Bramson’s 
and Sherborne’s interests with those of Directors and other shareholders.   

Sherborne seeks in its resolution to bypass the nominations process, which is there for good governance reasons 
and provides a check on candidates’ suitable experience, conflicts of interest, and likely impact on Board 
effectiveness. That process is particularly critical now given that, together with its Nominations Committee, Barclays’ 
incoming Chairman is currently in the process of changing the composition of the Board, now that the restructuring 
of Barclays is complete.  We will have an informed and constructively challenging Board, balancing existing skills with 
greater banking experience, for the benefit of all shareholders. The election of Mr Bramson would be highly 
detrimental to this process, in our view a significant deterrent to the recruitment of Board candidates, and 
destabilising to senior management across all businesses. He has refused offers to engage properly with senior 
management, despite encouragement to do so. This behaviour is consistent with Mr Bramson’s historical pattern, 
since 2003, of disregard for management and boards, where he and his associates have worked to achieve wholesale 
replacements of leadership teams in his “turnaround investments”. 

Turning to the second question, of strategy and performance, Barclays is in the middle of a multi-year programme 
to improve performance. The benefits of this focused execution are starting to be visible, with underlying return on 
tangible equity (“RoTE”) increasing to 8.5% in 2018, up from 5.6% in 2017 and returns in the CIB improving to 7.1% 
in 2018, up from 5.7% in 20171. At the same time, Barclays has refocused and right-sized the CIB, resolved its major 

                                            
1 2017 excludes litigation and conduct, DTA re-measurement, and the loss on sale and impairment on Barclays’ share in Barclays Africa Group Limited. 

2018 excludes litigation and conduct 
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legacy conduct matters, implemented significant regulatory structural changes both in the UK and the US, embedded 
rigorous risk and control frameworks, and established the shared service model of Barclays Execution Services. We 
have set returns targets for 2019 and 2020 of RoTE of greater than 9% and greater than 10%, respectively, and we 
continue to target those returns. 

Despite this progress, the Barclays Board and management know that much still remains to be done so that the 
Company generates sustainable returns above our cost of equity. In particular, the Board and management recognise 
that, whilst improved, the CIB does not yet generate adequate returns. The incoming Chairman, like his predecessor 
and the Board more broadly, has made it clear that Barclays welcomes challenge and recognises that the Group still 
has to demonstrate that it can consistently deliver profitable performance. 

The Board believes that its extensive restructuring, as well as the investments it has been making in technology and 
talent, are the foundations for improved performance. But delivering and exceeding our returns targets will require 
continued tenacious execution from both management and the Board. There are no shortcuts; no quick fixes. Our 
progress to date is the result of a long-term focus, creating a sustainable foundation for generating increased returns 
from the business. Both the Board and management are focused on driving each and every business, at a granular 
level, to improve performance; this lies behind the recent changes to the executive team.  

In summary, John McFarlane, Chairman, said: 

“Shareholders will have received a request for Mr Bramson, representing a shareholder, to join the Board to promote 

a reduced investment by the Group in Barclays’ CIB franchise. In considering this, shareholders need to appreciate 

how damaging this could be. Essentially we have a leveraged investor seeking enhanced returns by disrupting the 

deliberations of the Board in favour of its specific interest.  One thing we do have in common with Mr Bramson is that 

we are well aware that returns from this business have been below our required return level, and we are taking the 

necessary steps to remedy this. For the avoidance of doubt, Barclays has no strategy to commit significantly more 

financial resources to its CIB. At the peak of the crisis, the balance sheet of Barclays Capital, the Company’s 

investment banking operations at the time, was slightly more than £1.6 trillion. At year-end 2018, the balance sheet 

of Barclays International, which contains not only the CIB, but also our US retail, payments, and private banking 

businesses, was barely half that size at £862 billion. More recently, in the past year, underlying return on tangible 

equity has risen from 5.6% to 8.5%2, demonstrating progress. Further urgent work is taking place to bring the return 

to required levels. What we do not have in common with Mr Bramson is how this should be progressed, and we believe 

disruption to the proper functioning of the Board is not the way forward. Instead, we should continue with the work 

in hand and deliver what is in the interests of our shareholders as a whole, which is higher and appropriate returns, 

without unnecessary distraction from our strategy.” 

For further information, please contact: 

Investor Relations Media Relations 

Lisa Bartrip Tom Hoskin 

+44 (0) 20 7773 0708 +44 (0) 20 7116 6927 

About Barclays  

Barclays is a transatlantic consumer and wholesale bank offering products and services across personal, corporate 
and investment banking, credit cards and wealth management, with a strong presence in our two home markets of 
the UK and the US. With over 325 years of history and expertise in banking, Barclays operates in over 40 countries 
and employs approximately 83,500 people. Barclays moves, lends, invests and protects money for customers and 
clients worldwide. 

Please visit our website at www.barclays.com. 

  

                                            
2 2017 excludes litigation and conduct, DTA re-measurement, and the loss on sale and impairment on Barclays’ share in Barclays Africa Group Limited. 

2018 excludes litigation and conduct 

http://www.barclays.com./
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Appendix 1 

The Board has given full consideration to Mr Bramson’s candidature, but three primary reasons underpin the Board’s 
opposition to Mr Bramson’s appointment, and the experience of our meetings with Mr Bramson and Sherborne 
reinforces that opposition: 

1. The Board’s recruitment priorities are focused on particular areas of expertise which Mr Bramson’s 
appointment would not address 

The Barclays Board provides constructive challenge to the management team. To do so in future and in light of the 
completion of the restructuring and focus on execution, the Board must now include more Directors with experience, 
amongst other things, in retail and consumer banking, markets businesses, payments, wholesale banking, and 
technology, whilst at the same time capturing the clear benefits of greater diversity. The Board acknowledges that 
some of these areas are under-represented at present, particularly bearing in mind the imminent departure of the 
current Chairman, and therefore the Nominations Committee led by the incoming Chairman has already commenced 
a rigorous recruitment process in these areas. The Board believes that the appointment of Mr Bramson to the Board 
would not address any of these experience gaps and, further, would not make the task of recruiting new Directors 
with the necessary skills any more straightforward. Mr Bramson has no relevant experience with an organisation of 
the scale and complexity of Barclays nor with Barclays’ industry-specific regulatory considerations. For example, 
Foreign & Colonial Asset Management (“F&C”), one of Sherborne’s prior investments, had a market capitalisation 
that is 1% of the size of Barclays’ market capitalisation3 and F&C was not subject to the same regulation as a global 
systemically important financial institution (“G-SIFI”). Mr Bramson’s inexperience is clearly demonstrated by some 
of the assertions made in Sherborne’s letter, which we have addressed in Appendix 2. 

2. The effect of Mr Bramson as a Director would be disruptive and distract from the focus on execution, which 
is our priority 

We believe that Mr Bramson’s prior investments, including his track record with executive management teams and 
our experience of our engagement with him, suggest that he would be a disruptive and uncollaborative influence. 
The Barclays Board needs to be a place for constructive challenge and transparent working relationships. In this 
context, we note that there have been many meetings between Mr Bramson and various members of the Barclays 
Board and senior management. In none of these meetings has he chosen to express his detailed proposals. Indeed, 
in a meeting with the incoming Chairman five days before he commenced a round of presentations to our major 
shareholders, he stated that he was not prepared to share his views with us. Mr Bramson has also declined 
invitations to meet management other than the Group Chief Executive and Group Finance Director despite our belief 
that such further meetings could have helped the dialogue between Sherborne and Barclays and improved Mr 
Bramson’s understanding of our balance sheet and businesses. Having said that, the Board and management remain 
very willing to continue to engage in dialogue with Mr Bramson and Sherborne with similar or more frequent 
regularity.  

Sherborne suggests we consider a “judicious rebalancing of the CIB strategy”, a vague concept contained in his letter 
to our shareholders suggesting selective shrinkage, but he fails to provide any details of what that might entail. He 
has also not addressed the associated significant costs, “stranded” risk weighted assets (“RWAs”) and capital, impact 
on product interdependencies, operational inefficiencies, impaired returns and franchise degradation resulting from 
such a further investment bank shrinkage strategy, nor shown that he has even considered these adverse 
consequences.  

The Board believes that the presence on the Board of Mr Bramson, or any other person that conducts himself or 
herself in this manner, would have a negative impact on the Company. It would impair our ability to retain and, 
where appropriate, attract the Board and management talent Barclays needs, talent that is vital in a business such 
as ours to the generation of increased and sustainable shareholder value. 

                                            
3 Barclays’ market capitalisation as at 10 April 2019 of £27,762m compared to F&C’s market capitalisation at the time of Sherborne’s investment of 

£320m, 17 August 2010 
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3. Sherborne’s interests are not aligned with the wider shareholder base 

Sherborne has accumulated a holding of c. 5.5% which gives it the right to put Mr Bramson’s proposed appointment 
to the Board before shareholders for a vote. However, Sherborne’s complex investment structure is leveraged and 
hedged, in large measure, by time-limited derivatives which contain its exposure to falls in our share price and 
narrow its investment horizon to a more near-term bias. This structure reduces Sherborne’s exposure to the likely 
adverse effects of Mr Bramson’s proposed course of action, which would in our view expose Barclays’ performance 
to greater risk and constraints than the current strategy, whereas other shareholders generally would suffer the full 
potential downside consequences of his proposals. It also incentivises him to push for proposals which might only 
result in a short-term benefit, even if they are detrimental to shareholder value in the longer term. The Board further 
notes that the Sherborne incentive structure potentially affords it and Mr Bramson higher incentive rewards if its 
appointees achieve a Chair or Executive position at its chosen investments.  

The Board needs to represent the interests of all shareholders. We do not see how the representative of a 
shareholder with a substantial hedge in place on the Company’s shares would be an appropriate candidate to join 
the Board. Given the features of Sherborne’s shareholding structure, the Board believes Sherborne’s interests are 
simply not aligned to those of our shareholders generally, and Mr Bramson would not be independent. 
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Appendix 2 

Sherborne has also included in its letter a number of material inaccuracies and misunderstandings, some of which 
have previously been pointed out to Mr Bramson.  These errors reinforce the Board’s view of both Mr Bramson’s 
lack of qualifications and Sherborne’s approach to the question of strategy and performance: 

 Sherborne is selective and misleading in describing Barclays’ CIB positioning 

 Sherborne misrepresents the Company’s balance sheet risk and recent performance  

 Sherborne misunderstands the drivers of the Company’s valuation 

SHERBORNE IS SELECTIVE AND MISLEADING IN DESCRIBING BARCLAYS’ CIB POSITIONING 

That Barclays' current strategy is “to commit significantly more resources to its CIB” – Sherborne Letter 

In March 2016, Barclays set out its strategy for the next phase of Barclays’ growth: to build on our strength as a 
diversified transatlantic consumer and wholesale bank, anchored in our two home markets of the UK and US, with 
global reach. Our diversified model is designed to be well balanced and to produce consistent and attractive returns 
through the economic cycle. 

Barclays has made it very clear that it considers its CIB is at the right scale to be competitive globally with its 
investment banking peers.  

Sherborne has incorrectly claimed that we have added more than £300 billion of assets to CIB and that this is 
representative of Barclays’ “high leverage strategy”, a claim based on nothing more than its own assertions. As we’ve 
previously explained to Mr Bramson, we have not added significant financial resources to the CIB, nor do we intend 
to do so:  

 The Group’s overall assets have remained broadly consistent between 2015 and 2018 all while the Group’s 
liquidity pool increased from £145 billion at year end 2015 to £227 billion at year end 2018; and 

 While total assets reported in Barclays International have increased by about £300 billion since 2015, £200 
billion of that increase simply reflects the re-absorption of assets from Barclays Non-Core when it was closed 
in 2017, as set out to investors in our 2017 interim results. Non-Core was closed when the target RWA 
reduction was achieved. The majority of the remainder relates to the GBP / USD FX rate decreasing from 
1.48 in 2015 to 1.28 in 2018; treasury changes, including the regulatory required creation of Barclays 
International Treasury to ring fence liquidity pools; and growth in Consumer, Cards & Payments loans and 
advances. 

In fact, contrary to Sherborne’s argument that Barclays has committed significantly more financial resources to the 
CIB, RWAs in CIB have declined by 3% since we completed the majority of our restructuring in 2017 under the 
leadership of Jes Staley.  Barclays undertook a fundamental restructuring of its CIB to reposition it to ensure it was 
appropriately calibrated to serve our clients. That restructuring included: 

 Reducing the Group’s RWAs by c. £90 billion partly through the establishment, run-down and closure of 
Barclays Non-Core with the majority of the RWA reduction coming from the investment banking business; 

 Refocusing the markets business, in particular our Fixed Income, Currencies and Commodities business 
(“FICC”), to concentrate on more capital-light, shorter-dated, standardised and cleared products; 

 Cutting underperforming segments such as the exit of cash equities businesses in Asia and Continental 
Europe and the closure of local investment banking operations in nine countries;  

 Combining the Corporate Bank with the Investment Bank to better facilitate growth and revenue synergy 
opportunities; and 

 Reducing overall Group costs by c. £6 billion since 2013. 

Barclays’ leverage has not “reached the practical maximum” as Sherborne states. We deploy leverage capacity in a 
prudent and profitable manner, adhering to our regulatory requirements. For instance, our fixed income financing 
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business within CIB carries relatively high leverage exposure yet a low level of RWAs. Its income significantly exceeds 
its funding costs, driving a high and stable return on tangible equity. Arbitrarily reducing leverage exposure would, 
accordingly, force us to curtail that business, impairing shareholder returns, especially given Barclays’ strength in the 
debt capital and fixed income markets.  

Regarding our broader allocation of resources, Sherborne continues to ignore statements made as recently as our 
2018 results, where the management of Barclays specifically outlined that incremental capital which has not been 
returned to our shareholders will be prioritised to our consumer businesses. There are significant opportunities to 
further digitise our consumer businesses in the UK, the US and Germany. We are investing to expand the product 
and service offering available to customers through these channels, including the payment-linked loyalty platform 
Bink, the Corporate Bank digital iPortal service, and retail payments expansion in Europe.  

That “CIB's long-term competitive position remains strategically weak” – Sherborne Letter 

Mr Bramson contends that the CIB is uncompetitive and in support presents an analysis based on the ratio of CIB 
revenue to CIB assets – a metric he denotes as “CIB revenue yield.” His calculations, he states, show that Barclays’ 
CIB revenue yield is comparatively low and this demonstrates that the business requires a strategic review.  

Mr Bramson’s analysis is, however, simplistic and flawed.  Focusing on CIB revenue yield (revenue / assets) for a 
bank involves a number of limitations:    

 Mr Bramson’s focus on a revenue yield metric ignores the multiple constraints on the balance sheet of a G-
SIFI like Barclays. Barclays needs to manage its financial resources in the most effective way, achieving a 
prudent and appropriate balance between both RWA and leverage exposure to maximise shareholder 
returns; and in this respect Common Equity Tier 1 (“CET1”) is the principal metric Barclays manages to.  

 Mr Bramson’s revenue yield metric is ineffective for comparing international banks’ balance sheet 
productivity. Revenue yield metrics ignore the impact of differing accounting standards, a point that 
Sherborne acknowledges and tries to address in its letter. Those differing accounting standards result in 
inconsistent measures of balance sheet size for the same assets, which in turn impacts yield metrics like the 
one Mr Bramson focuses on. The impacts are not small. As an example of the magnitude of such accounting 
standard differences, derivatives netting is one of the key differences which, for Barclays, amounted to c. 
£200 billion4, approximately 20% of the Company’s overall balance sheet. 

If one was to consider a revenue yield metric, a more appropriate measure of balance sheet efficiency would be 
revenue on RWAs, a measure of RWA productivity. Barclays’ Investment Bank benchmarks among the top half of 
global peers on this metric.  

Ultimately, from a shareholder perspective, Barclays is focused on improving returns (as measured by RoTE) and 
making cash distributions which are aligned to the targets we have set. 

In contrast to Mr Bramson’s assertions, over the past three years, we have greatly strengthened Barclays’ CIB. In 
evaluating the Company’s options with respect to this business, the Board recognised that to generate shareholder 
value in this business, it was necessary to stabilise and optimise the franchise. Further shrinkage of the business 
would have been highly destructive of shareholder value due to capital and operational risk RWAs left stranded, the 
impact on product interdependencies, operational inefficiencies, and high execution costs (and risks), all of which 
would result in further impaired returns and franchise degradation, as a number of peers have discovered. For 
example, reducing our Group RWAs by c. £90 billion between 2014 and 2017 via Barclays Non-Core cost the 
Company c. £7.4 billion (c. 8.2% of RWAs)5. Having optimised the business, our strategy has: 

                                            
4 2018 derivative asset exposures would be £203bn (2017: £217bn) lower than reported under IFRS if netting were permitted for assets and 

liabilities with the same counterparty or for which the Group holds cash collateral 
5 RWA reduction from 2014-2017 of c. £90 billion as per Barclays’ 2017 Annual Report. Losses calculated as the cumulative attributable losses 

after tax for Barclays Non-Core Business Unit from 2014-2017 as per Barclays’ 2016 Annual Report and 2017 Annual Report 
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 Improved CIB’s RoTE from 5.7% in 2017 to 7.1% in 20186; 

 Competed strongly amongst the top tier of global investment banking. Our Banking franchise was the 
number two ranked bank in the UK in 2018 and we were the number one ranked European bank in the US 
for the 6th consecutive year in 2018; and 

 Increased market share in 2018 across each asset class in our markets business, whilst maintaining a stable 
level of RWAs in the business. Our markets business achieved revenue growth of 12% compared to 5% on 
average for the top five US investment banks and a 5% decline for European peers. 

While we have made progress, much remains to be done to improve performance. Further work is needed and will 
only come through diligent execution. Mr Bramson does not dispute this and yet does not offer any alternative other 
than to suggest the Board “reconsider its strategy”. Sherborne has failed to provide any details of what a “judicious 
rebalancing of the CIB strategy” may entail, nor shown that it has even considered the adverse consequences 
identified above.  

Mr Bramson’s analysis seems to ascribe underperformance in CIB to the markets business. The Board and 
management, however, are also focused on driving returns within our Corporate Banking business, where 
opportunity for improvement also exists. We are focused on improving productivity in the commercial lending book; 
adding incremental transactional banking services, which are less capital-intensive and build more consistent, 
annuity-like income; and reducing exposure or exiting relationships where we are not able to improve returns. This 
naturally takes time to flow through to returns, but progress in the CIB is not simply about the markets business and 
the Board and management are pursuing improvements in all areas.  

 

SHERBORNE MISREPRESENTS THE COMPANY’S BALANCE SHEET RISK AND RECENT PERFORMANCE 

That “the Group's parent company senior unsecured credit rating is notably the weakest among global peers and 
represents an increasingly imminent risk to shareholders and that the announcement of a potential downgrade 

at some point in the next market cycle is, Sherborne believes, a very likely catalyst for the need to raise new 
capital.” – Sherborne Letter 

Sherborne has focused solely on the Moody’s ratings, omitting the ratings of Fitch and S&P which are A and BBB 
respectively for the holding company, in line with international peers. Further, the holding company ratings are only 
relevant for c.8% of the Group’s overall funding, as the majority of the Group’s funding is in the form of deposits. 
We also maintain strong operating company ratings in line with international peers across all agencies, which are 
important for operational funding requirements. We were pleased to see the recent upgrade to our Fitch rating for 
our operating companies, which reflects our strong credit worthiness, as enhanced by our Minimum Requirements 
for Own Funds and Eligible Liabilities (“MREL”) funding. 

As you would expect, Barclays is focused on improving the Baa3 rating of Moody’s for Barclays PLC. However, the 
current rating is not driven by the bank’s level of capitalisation as Sherborne has suggested. This is reflected in 
Moody’s most recent credit opinion for Barclays PLC, published in March 2019, where they express a positive view 
on Barclays’ capitalisation: 

“Our assigned score of a1 for Capital reflects the group’s good regulatory capitalisation: Barclays reported a fully-
loaded CRD IV Common Equity Tier 1 capital (CET1) ratio of 13.2% at end-2018, slightly above the median of its global 
peer group. Barclays' current CET1 ratio is in line with management's target of around 13% and around 150 bps 
above the end-state Maximum Distributable Amount (MDA) of 11.7%” – Moody’s, 5 March 2019 

In fact, the primary driver of Barclays PLC’s rating is currently statutory profitability. As our strategy continues to 
deliver, our future statutory earnings should increase closer to our underlying earnings, given all material litigation 
and conduct charges and restructuring costs are behind us. We believe continued earnings delivery will position us 
well to strengthen the Moody’s holding company rating over time. Indeed, Moody’s recently acknowledged Barclays’ 
earnings improvement: 

                                            
6 2017 excludes litigation and conduct and DTA re-measurement. 2018 excludes litigation and conduct 
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“Barclays profitability, to which we assign a score of b1 in our BCA scorecard, although improving continues to 
represent the group’s key credit weakness” – Moody’s, 5 March 2019 

The Board believes that Mr Bramson is intent on a further restructuring which would significantly impact statutory 
profit, which as noted above would be considered a ratings negative and could lead to downward ratings pressure.  

Similarly, it is interesting that Sherborne has chosen to focus on credit ratings when the rating agency S&P has in 
fact commented that Sherborne is unlikely to be additive to our strategy and that Sherborne’s very presence is seen 
as a ratings negative by S&P: 

“…we would be surprised if the activist investor was able to contribute to material strategic developments…this 
relatively unusual status for a large banking group acts as an additional constraint on our business position 
assessment” – S&P, 21 June 2018 

The resilience of Barclays’ capital position was reflected in the results of the Bank of England’s 2018 Annual Stress 
Test and the PRA’s non-objection to capital instrument redemptions in December 2018. 

We passed the Bank of England 2018 stress test and had amongst the lowest drawdown of major peers, reflecting 
the strength of our diversified business model under stress. The Bank of England stated in the latest stress test report 
that the 2017 CET1 aggregate position, the starting point for the 2018 test, was “nearly three and a half times higher 
than before the global financial crisis” and that the stress test demonstrated that the UK banking system is “resilient 
to deep simultaneous recessions in the UK and global economies”. 

That “Barclays has evolved from a bank into a holding company with two main banking subsidiaries, Barclays 
Bank UK PLC and Barclays Bank PLC.” – Sherborne Letter 

Sherborne appears to be unaware that Barclays PLC has been a non-operating holding company since 1985, when 
Barclays Bank PLC became the main operating company of the Group. In April 2018, Barclays established a new 
entity, Barclays Bank UK PLC, as the ring-fenced bank in compliance with UK banks’ ring-fencing requirements, 
creating two main operating subsidiaries from that point.  

In accordance with the regulators’ preferred approach, Barclays is transitioning to a single-point-of-entry resolution 
strategy, which requires external loss absorbing debt (which, together with CET1 capital, comprise the MREL) to be 
issued from Barclays PLC, the holding company, rather than from the operating entities. As such, the external MREL 
debt issued by Barclays PLC replaces debt previously issued by Barclays Bank PLC and is used to meet regulatory 
capital and funding requirements of the operating entities. These factors also impact other major UK banks following 
the implementation of the Bank of England’s MREL policy. 

So, whilst the Group has changed the main issuing entity of its debt, the overall amount of the Group’s debt is largely 
unchanged. In addition, Sherborne omits to highlight that the funding profile of the Group has become more 
conservative over time, with a reduced reliance on short-term wholesale funding and an increase in deposits 
contributing to a lower loan to deposit ratio for the Group.  

That “Barclays PLC itself, however, is in a weaker position than its subsidiaries, as it has only some £40 billion of 
its own eligible shareholders equity and is therefore borrowing the balance of the £90 billion that it has provided 

to its subsidiaries. The risk to shareholders from the resulting parent company gearing is magnified by the low 
returns of the CIB, which absorbs the majority of the Group's capital.” – Sherborne Letter 

What Sherborne refers to as “parent company gearing” is actually debt and equity funding at our holding company, 
in accordance with regulatory requirements, which is then passed on (“downstreamed”) to our operating bank 
subsidiaries. Barclays had £41.1 billion of CET1 capital as at 31 December 2018 which translated into a CET1 ratio of 
13.2%, achieving our CET1 ratio target of c.13%. We then funded the remainder of the c. £90 billion of MREL via 
debt, just as our peers do and as required by regulation. The loss absorbing debt is downstreamed to the operating 
subsidiaries to meet their respective MREL requirements, which reflect their respective RWAs. As such, this holding 
company funding mechanism does not increase risk to shareholders and is not influenced by the returns profile of 
the CIB.  
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That the “return on Group tangible equity of 8.5% was achieved only because of non-recurring items that, by our 
estimate, added more than £700 million to profit before tax for the year” – Sherborne Letter 

Sherborne asserts that Barclays’ 2018 profit before tax included more than £700 million of non-recurring items, 
however it provides no detail or explanation as to how it came to that number.   

Barclays provides full and accurate disclosure of all material non-recurring items, whether positive or negative. 
Within our results announcements, we highlight material items or other items of interest we believe are appropriate 
for investors to have a better understanding of our financial performance. In 2018, this included, among other items 
(both positive and negative), significant costs for pensions (“Guaranteed Minimum Pensions” or “GMP”) and 
anticipated economic uncertainty in the UK, and income from the settlement of receivables relating to the Lehman 
Brothers acquisition. We have a stated objective of delivering sustainable returns above our cost of equity and our 
return targets convey this trajectory.    

 

SHERBORNE MISUNDERSTANDS THE DRIVERS OF THE COMPANY’S VALUATION 

That “Barclays' current strategy ... was initiated around the time when Mr John McFarlane, the current 
chairperson, was appointed in 2015 ... uncontrollable factors, such as Brexit, do not account for Barclays' 

underperformance.” – Sherborne Letter 

The Board and management are dissatisfied with our current share price performance. Having completed the 
restructuring of the Group, we remain focused on the factors we can control, such as investing in our businesses, 
allocating capital appropriately, managing costs and delivering on our operational targets. We believe that executing 
on our stated strategy, delivering against our return on equity targets on a sustainable basis, improving cash returns 
to shareholders (which already started with the increased dividend for the 2018 financial year) and continuing to 
build tangible book value should put upward pressure on our share price.  

We note that Sherborne’s letter contains selective use of data when referring to our share price, including time 
periods (Sherborne uses a time period from 22 April 2015 whereas our Strategy Day was in March 2016) and peer 
sets (Sherborne uses different peer sets throughout its letter. In certain instances it selectively excludes European 
investment banks such as UBS, Credit Suisse, BNP Paribas, Société Générale, and Deutsche Bank). 

While we are not satisfied with our share price performance, certain macroeconomic and political factors impacting 
European banks cannot be ignored. Since our March 2016 strategy day, Barclays’ share price performance and total 
shareholder return is towards the median of our peer set7.  

 

The Board remains of the view that the presence of Mr Bramson on the Board would be detrimental to the 
Company and result in significant disruption to Barclays at a time when our focus should be on executing our 
strategy and on our plans to improve performance beyond current levels, allowing for continued increased returns 
to shareholders. Therefore, the Directors continue to recommend unanimously that shareholders VOTE AGAINST 
the resolution to appoint Mr Bramson as a Director of the Company, as they intend to do in respect of their own 
beneficial holdings. 

 

------------------------------------------------------------------------------------------------------------------------------------------- ------------- 

                                            
7 Peers include BAML, JPM, MS, GS, Citi, RBS, Lloyds, CS, UBS, SocGen, BNP Paribas, and Deutsche Bank. 


