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This document contains certain forward looking statements with respect to the business, strategy, plans and/or results of the Lloyds Bank Corporate Markets Group and its current goals and expectations relating to its future financial condition and performance. Statements that are not historical facts, including statements about the Lloyds Bank Corporate Markets Group’s or its directors’ and/or management’s beliefs and expectations, are forward looking statements. By their nature, forward looking statements involve risk and uncertainty because they relate to events and depend upon circumstances that will or may occur in the future.
 
Factors that could cause actual business, strategy, plans and/or results (including but not limited to the payment of dividends) to differ materially from forward looking statements made by the Lloyds Bank Corporate Markets Group or on its behalf include, but are not limited to: general economic and business conditions in the UK and internationally; market related trends and developments; fluctuations in interest rates, inflation, exchange rates, stock markets and currencies; any impact of the transition from IBOR to alternative reference tares; the ability to access sufficient sources of capital, liquidity and funding when required; changes to the Lloyds Bank Corporate Markets Group’s or Lloyds Banking Group credit ratings; the ability to derive cost savings and other benefits including, but without limitation as a result of any acquisitions, disposals and other strategic transactions; changing customer behaviour including consumer spending, saving and borrowing habits; changes to borrower or counterparty credit quality; instability in the global financial markets, including Eurozone instability, instability as a result of uncertainty surrounding the exit by the UK from the European Union (EU) and the potential for other countries to exit the EU or the Eurozone and the impact of any sovereign credit rating downgrade or other sovereign financial issues; technological changes and risks to the security of IT and operational infrastructure, systems, data and information resulting from increased threat of cyber and other attacks; natural, pandemic and other disasters, adverse weather and similar contingencies outside the Lloyds Bank Corporate Markets Group’s or Lloyds Banking Group plc’s control; inadequate or failed internal or external processes or systems; acts of war, other acts of hostility, terrorist acts and responses to those acts, geopolitical, pandemic or other such events; changes in laws, regulations, accounting standards or taxation, including as a result of the exit by the UK from the EU, or a further possible referendum on Scottish independence; changes to regulatory capital or liquidity requirements and similar contingencies outside the Lloyds Bank Corporate Markets Group’s or Lloyds Banking Group plc’s control; the policies, decisions and actions of governmental or regulatory authorities or courts in the UK, the EU, the US or elsewhere including the implementation and interpretation of key legislation and regulation together with any resulting impact on the future structure of the Lloyds Bank Corporate Markets Group; the ability to attract and retain senior management and other employees; and meet its diversity objectives; actions or omissions by the Lloyds Bank Corporate Markets Group’s directors, management or employees including industrial action; changes to the Lloyds Bank Corporate Markets Group’s post-retirement defined benefits scheme obligations; the extent of any future impairment charges or write-downs caused by, but not limited to, depressed asset valuations, market disruptions and illiquid markets; the value and effectiveness of any credit protection purchased by the Lloyds Bank Corporate Markets Group; the inability to hedge certain risks economically; the adequacy of loss reserves; the actions of competitors, including non-bank financial services, lending companies and digital innovators and disruptive technologies; and exposure to regulatory or competition scrutiny, legal, regulatory or competition proceedings, investigations or complaints. Please refer to the latest Annual Report on Form 20-F filed by Lloyds Banking Group plc with the US Securities and Exchange Commission for a discussion of certain factors together with examples of forward looking statements.
 
Except as required by any applicable law or regulation, the forward looking statements contained in this report are made as of the date hereof, and the Lloyds Bank Corporate Markets Group expressly disclaims any obligation or undertaking to release publicly any updates or revisions to any forward looking statements contained in this Annual Report to reflect any change in the Lloyds Bank Corporate Markets Group’s expectations with regard thereto or any change in events, conditions or circumstances on which any such statement is based. The information, statements and opinions contained in this Annual Report do not constitute a public offer under any applicable law or an offer to sell any securities or financial instruments or any advice or recommendation with respect to such securities or financial instruments.
 

Basis of preparation
	Lloyds Bank Corporate Markets Group

	BASIS OF PREPARATION

	This report presents the consolidated Pillar 3 disclosures of Lloyds Bank Corporate Markets plc ("Lloyds Bank Corporate Markets Group") as at 30 June 2019, primarily prepared in accordance with the requirements of the Capital Requirements Directive & Regulation (CRD IV) and the European Banking Authority's revised guidelines:

- on materiality, proprietary and confidentiality and on disclosure frequency;
- on Pillar 3 disclosure formats and frequency that were published in December 2016 and;
- on uniform disclosures regarding the transitional period for mitigating the impact of the introduction of IFRS 9 on own funds that were published in January 2018.

These disclosures are provided in fulfilment of the applicable large subsidiary disclosure requirements under Article 13 ‘Application of disclosure requirements on a consolidated basis’ of the revised Capital Requirements Regulation (CRR II). 

	The disclosures should be read in conjunction with the consolidated Pillar 3 disclosures of Lloyds Banking Group plc as at 30 June 2019, a standalone copy of which is located on the Lloyds Banking Group plc website (www.lloydsbankinggroup.com/investors/financial-performance/).

	The minimum Pillar 1 capital requirements referred to in this document are 8 per cent of aggregated risk-weighted assets. 

	The information presented in the Pillar 3 disclosures is not required to, and has not been, subject to external audit.
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Key Metrics

		KEY METRICS

		Table 1:  Comparison of institution's own funds and capital and leverage ratios with and without the application of transitional arrangements for IFRS 9 or analogous ECLs (IFRS9 - FL).


				Lloyds Bank Corporate Markets Group

				At 30 Jun 2019
		Available capital (amounts)1
	1	Common Equity Tier 1 (CET1) (£m)		2,870
	2	CET1 capital as if IFRS 9 transitional arrangements had not been applied (£m)		2,870
	3	Tier 1 (£m)		3,627
	4	Tier 1 capital as if IFRS 9 transitional arrangements had not been applied (£m)		3,627
	5	Total capital (£m)		4,301
	6	Total capital as if IFRS 9 transitional arrangements had not been applied (£m)		4,301
		Risk-weighted assets (amounts)1
	7	Total risk-weighted assets (£m)		19,696
	8	Total risk-weighted assets as if IFRS 9 transitional arrangements had not been applied (£m)		19,696
		Risk-based capital ratios as a percentage of RWA1
	9	Common Equity Tier 1 ratio (%)		14.6%
	10	CET1 ratio as if IFRS 9 transitional arrangements had not been applied (%)		14.6%
	11	Tier 1 ratio (%)		18.4%
	12	Tier 1 ratio as if IFRS 9 transitional arrangements had not been applied (%)		18.4%
	13	Total capital ratio (%)		21.8%
	14	Total capital ratio as if IFRS 9 transitional arrangements had not been applied (%)		21.8%
		CRD IV leverage ratio
	15	CRD IV leverage ratio exposure measure (£m)		94,480
	16	CRD IV leverage ratio (%)		3.8%
	17	CRD IV leverage ratio as if IFRS 9 transitional arrangements had not been applied (%)		3.8%
		1 Incorporating profits for the period that remain subject to formal verification in accordance with the Capital Requirements Regulation.
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OV1

		Lloyds Bank Corporate Markets Group
		RISK-WEIGHTED ASSETS AND PILLAR 1 CAPITAL REQUIREMENTS

		Table 2:  Overview of risk-weighted assets (OV1)


			Jun 2019
RWA
£m	Jun 2019
Minimum capital requirements
£m
			T	T
	1	Credit risk (excluding counterparty credit risk)	11,806	944
	2	Of which: standardised approach 	3,766	301
	3	Of which: the foundation rating-based (FIRB) approach	7,815	625
	4	Of which: the retail IRB (RIRB) approach	17	1
		Of which: corporates – specialised lending1	203	16
		Of which: non-credit obligation assets2	5	– 0
	5	Of which: equity IRB under the simple risk-weight or the internal models approach	– 0	– 0
	6	Counterparty credit risk 	3,995	320
	7	Of which: marked to market	3,334	267
	8	Of which: original exposure	– 0	– 0
	9	Of which: the standardised approach 	– 0	– 0
	10	Of which: internal ratings-based model method (IMM)	– 0	– 0
		Of which: comprehensive approach for credit risk mitigation (for SFTs)	97	8
	11	Of which: exposures to central counterparties (including trades, default fund contributions and initial margin)	266	21
	12	Of which: credit valuation adjustment (CVA)	298	24
	13	Settlement risk	– 0	– 0
	14	Securitisation exposures in banking book 	523	42
	15	Of which: IRB ratings-based approach (RBA)	421	34
	16	Of which: IRB supervisory formula approach (SFA)	– 0	– 0
	17	Of which: internal assessment approach (IAA)	– 0	– 0
	18	Of which: standardised approach 	– 0	– 0
		Of which: revised framework internal ratings based approach	– 0	– 0
		Of which: revised framework standardised approach	102	8
		Of which: revised framework external ratigs based approach	– 0	– 0
	19	Market risk	1,925	154
	20	Of which: standardised approach 	247	20
	21	Of which: internal model approaches	1,678	134
	22	Large exposures	– 0	– 0
	23	Operational risk	1,436	115
	24	Of which: basic indicator approach	– 0	– 0
	25	Of which: standardised approach	1,436	115
	26	Of which: advanced measurement approach	– 0	– 0
	27	Amounts below the thresholds for deduction (subject to 250% risk weight)	11	1
	28	Floor adjustment	– 0	– 0
	29	Total	19,696	1,576

	1	Includes £203m subject to supervisory slotting and £nil subject to the Foundation IRB approach. 
	2	Non-credit obligation assets (IRB approach) predominately relate to other balance sheet assets that have no associated credit risk.



 	

 	

 	

 	

&"Calibri"&12&K0000FFClassification: Limited&1#		

 	

 	

 	

 	

Contents

/xl/drawings/drawing2.xml#Contents
CR3

		Lloyds Bank Corporate Markets Group
		ANALYSIS OF CREDIT RISK MITIGATION
							 
		Table 3:  CRM techniques - Overview (CR3)
		The following table provides an analysis of net carrying values of credit risk exposures secured by different CRM techniques split by regulatory approach and asset class.
			30 June 2019
			Exposures unsecured –
carrying amount
£m	Exposures 
to be 
secured1
£m	Exposures 
secured
by collateral2
£m	Exposures 
secured
by financial guarantees
£m	Exposures 
secured
by credit 
derivatives
£m
		Exposures subject to the IRB approach
		Central governments or central banks	5,715	-	-	-	-
		Institutions	2,900	652	587	-	65
		Corporates	24,228	1,718	1,613	-	105
		of which: Specialised Lending	-	339	339	-	-
		of which: SME 	363	-	-	-	-
		Retail	3	59	59	-	-
		Secured by real estate property	-	-	-	-	-
		SME	-	-	-	-	-
		Non-SME	-	-	-	-	-
		Qualifying Revolving	-	-	-	-	-
		Other Retail	3	59	59	-	-
		SME	-	-	-	-	-
		Non-SME	3	59	59	-	-
		Equity	-	-	-	-	-
		Non-credit obligation assets	35	-	-	-	-
		Total – IRB approach	32,880	2,430	2,259	-	170
		Exposures subject to the standardised approach
		Central governments or central banks	8,960	-	-	-	-
		Regional governments or local authorities	-	-	-	-	-
		Public sector entities	-	-	-	-	-
		Multilateral development banks	-	-	-	-	-
		International organisations	-	-	-	-	-
		Institutions	4,984	-	-	-	-
		Corporates	3,299	21	2	3	16
		Retail 	132	96	96	-	-
		Secured by mortgages on immovable property	-	735	735	-	-
		Exposures in default	-	2	2	-	-
		Items associated with particularly high risk	-	-	-	-	-
		Covered bonds	-	-	-	-	-
		Claims on institutions and corporates with a short-term credit assessment	-	-	-	-	-
		Collective investment undertakings	-	-	-	-	-
		Equity exposures	-	-	-	-	-
		Other exposures	77	-	-	-	-
		Total – standardised approach	17,452	853	833	3	16
		Total exposures 	50,332	3,282	3,092	3	187
		of which: defaulted	-	2	2	-	-

		1 Allocation of the carrying amount of multi-secured exposures is made by order of priority to their different CRM techniques.
2 At 30 June 2019 the value of exposures secured by eligible financial collateral is £1,068m and the value of exposures 
secured by other eligible collateral is £2,024bn.
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		Lloyds Bank Corporate Markets Group
		ANALYSIS OF CREDIT QUALITY OF EXPOSURES

		Table 4:  Credit quality of exposures by exposure class and instrument (CR1-A) 
		Tables below present analysis of credit risk exposures and credit risk adjustments (including charges in the period) analysed by regulatory exposure class, industry types and geography. Gross carrying value comprises both on and off-balance sheet exposures. Net values represent gross carrying values less specific credit risk adjustments. The Group does not recognise any general credit risk adjustments as defined by the EBA.

			30 June 2019

			Gross carrying values of		Specific credit risk adjustment
£m	General credit risk adjustment
£m	Credit risk adjustment charges in the period
£m	Net values 
£m
			Defaulted exposures
£m	Non-defaulted exposures
£m
			a	b	c	e	f	g
		Central governments or central banks	-	5,715	-	-	-	5,715
		Institutions	-	3,552	-	-	-	3,552
		Corporates	-	25,947	2	-	(1)	25,946
		of which: Specialised lending	-	339	-	-	-	339
		of which: SMEs	-	363	-	-	(1)	363
		Retail	-	62	-	-	-	62
		Secured by real estate property	-	-	-	-	-	-
		SMEs	-	-	-	-	-	-
		Non-SMEs	-	-	-	-	-	-
		Qualifying revolving	-	-	-	-	-	-
		Other retail	-	62	-	-	-	62
		SMEs	-	-	-	-	-	-
		Non-SMEs	-	62	-	-	-	62
		Equity	-	-	-	-	-	-
		Non-credit obligation assets 	-	35	-	-	-	35
		Total IRB approach	-	35,311	2	-	(1)	35,310
		Central governments or central banks	-	8,960	-	-	-	8,960
		Regional governments or local authorities	-	-	-	-	-	-
		Public sector entities	-	-	-	-	-	-
		Multilateral development banks	-	-	-	-	-	-
		International organisations	-	-	-	-	-	-
		Institutions	-	4,984	-	-	-	4,984
		Corporates	-	3,325	4	-	-	3,320
		of which: SMEs	-	-	-	-	-	-
		Retail	-	228	-	-	-	228
		of which: SMEs	-	29	-	-	-	29
		Secured by mortgages on immovable property	-	735	1	-	-	735
		of which: SMEs	-	-	-	-	-	-
		Exposures in default	7	-	5	-	(1)	2
		Items associated with particularly high risk	-	-	-	-	-	-
		Covered bonds	-	-	-	-	-	-
		Claims on institutions and corporates with a short-term credit assessment	-	-	-	-	-	-
		Collective investments undertakings	-	-	-	-	-	-
		Equity exposures	-	-	-	-	-	-
		Other exposures	-	77	-	-	-	77
		Total standardised approach	7	18,308	10	-	(1)	18,304
		Total	7	53,619	12	-	(2)	53,614



		Table 5:  Credit quality of exposures by industry types (CR1-B)

			30 June 2019

			Gross carrying values of		Specific
 credit risk
 adjustment
£m	General credit risk adjustment1
£m	Credit risk adjustment charges in the period
£m	Net values 
£m
			Defaulted exposures
£m	Non-defaulted exposures
£m
			a	b	c	e	f	g
		Agriculture, forestry and fishing	-	-	-	-	-	-
		Energy and water supply	-	331	-	-	-	331
		Manufacturing	-	5,172	-	-	-	5,172
		Construction	-	109	-	-	-	109
		Transport, distribution and hotels	-	1,432	-	-	-	1,432
		Postal and communications	-	243	-	-	-	243
		Property companies	4	1,365	7	-	(1)	1,362
		Financial, business and other services	-	43,810	3	-	-	43,807
		Personal: mortgages	2	835	2	-	-	836
		Personal: other	-	110	-	-	(1)	110
		Lease financing	-	132	-	-	-	132
		Hire purchase	-	80	-	-	-	80
		Total	7	53,619	12	-	(2)	53,614

		1 The Group does not recognise any GCRAs as defined by the European Banking Authority.

		Table 6:  Credit quality of exposures by geographical region (CR1-C)

			30 June 2019

			Gross carrying values of		Specific
 credit risk
 adjustment
£m	General credit risk adjustment1
£m	Credit risk adjustment charges in the period
£m	Net values 
£m
			Defaulted exposures
£m	Non-defaulted exposures
£m
		United Kingdom	7	23,631	11	-	(1)	23,627
		Rest of Europe	-	6,238	1	-	(1)	6,237
		United States of America	-	19,495	-	-	-	19,495
		Asia-Pacific	-	1,642	-	-	-	1,642
		Other	-	2,614	-	-	-	2,614
		Total	7	53,619	12	-	(2)	53,614

		1 The Group does not recognise any GCRAs as defined by the European Banking Authority.
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Own funds disclosure
		Lloyds Bank Corporate Markets Group
		OWN FUNDS DISCLOSURE

		Table 7:  Own funds template

				Transitional rules	Fully loaded rules
				At 30 Jun
 2019
£m	At 30 Jun 
 2019
£m
		Common equity tier 1 (CET1) capital: instruments and reserves
		Capital instruments and related share premium accounts		120	120
		of which: called up share capital		120	120
		Retained earnings		3,207	3,207
		Accumulated other comprehensive income and other reserves (including unrealised gains and losses)		41	41
		Common equity tier 1 (CET1) capital before regulatory adjustments		3,368	3,368

		Common equity tier 1 (CET1) capital: regulatory adjustments
		Additional value adjustments		(188)	(188)
		Fair value reserves related to gains or losses on cash flow hedges		(59)	(59)
		Negative amounts resulting from the calculation of expected loss amounts		(24)	(24)
		Gains or losses on liabilities valued at fair value resulting from changes in own credit standing		(37)	(37)
		Exposure amount of the following items which qualify for a risk weight of 1,250%, where the Group has opted for the deduction alternative		(190)	(190)
		of which: securitisation positions		(190)	(190)
		Total regulatory adjustments applied to common equity tier 1 (CET1)		(498)	(498)
		Common equity tier 1 (CET1) capital		2,870	2,870

		Additional tier 1 (AT1) capital: instruments
		Capital instruments and related share premium accounts		757	757
		    of which: classified as equity under applicable accounting standards		757	757
		Additional tier 1 (AT1) capital before regulatory adjustments		757	757
		Tier 1 capital		3,627	3,627

		Table 7:  Own funds template (Continued)		Transitional rules	Fully loaded rules
				At 30 Jun
 2019
£m	At 30 Jun 
 2019
£m
		Tier 2 (T2) capital: Instruments and provisions
		Capital instruments and related share premium accounts		674	674
		Tier 2 (T2) capital		674	674
		Total capital		4,301	4,301
		Total risk-weighted assets		19,696	19,696

		Capital ratios and buffers
		Common Equity Tier 1 (as a percentage of risk exposure amount)		14.6%	14.6%
		Tier 1 (as a percentage of risk exposure amount)		18.4%	18.4%
		Total capital (as a percentage of risk exposure amount)		21.8%	21.8%
		Institution specific buffer requirement (CET1 requirement in accordance with article 92 (1) (a) plus capital conservation and countercyclical buffer requirements, plus systemic risk buffer, plus the systemically important institution buffer (G-SII or O-SII buffer), expressed as a percentage of risk exposure amount)		2.939%	2.939%
		of which: capital conservation buffer requirement		2.500%	2.500%
		of which: countercyclical buffer requirement		0.439%	0.439%
		Common Equity Tier 1 available to meet buffers (as a percentage of risk exposure)1		10.1%	10.1%

		Amounts below the threshold for deduction (before risk-weighting)
		Direct and indirect holdings of the capital of financial sector entities where the Group does not have a significant investment in those entities (amount below 10% threshold and net of eligible short positions)		9	9
		Deferred tax assets arising from temporary differences (amount below 10% threshold, net of related tax liability where the conditions in 38 (3) of the CRR are met)		5	5

		1 Before adjusting for CET1 capital required to meet Pillar 2A requirements.
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Leverage ratio
		Lloyds Bank Corporate Markets Group
		LEVERAGE DISCLOSURE

		Table 8:  Leverage ratio common disclosure

			30 June 2019
Fully loaded
£m	 
		On-balance sheet exposures (excluding derivatives and SFTs)
		On-balance sheet items (excluding derivatives, SFTs and fiduciary assets, but including collateral)	52,259
		Asset amounts deducted in determining Tier 1 capital	(234)
		Total on-balance sheet exposures (excluding derivatives, SFTs and fiduciary assets)	52,025
		Derivative exposures1
		Replacement cost associated with all derivatives transactions (ie net of eligible cash variation margin)	2,077
		Add-on amounts for PFE associated with all derivatives transactions (mark-to-market method)	10,614
		Gross-up for derivatives collateral provided where deducted from the balance sheet assets pursuant to the applicable accounting framework	2,383
		Deductions of receivables assets for cash variation margin provided in derivatives transactions	(2,094)
		Adjusted effective notional amount of written credit derivatives	738
		Adjusted effective notional offsets and add-on deductions for written credit derivatives	(253)
		Total derivative exposures 	13,465
		Securities financing transaction exposures
		Gross SFT assets (with no recognition of netting), after adjusting for sales accounting transactions	24,990
		Netted amounts of cash payables and cash receivables of gross SFT assets	(6,366)
		Counterparty credit risk exposure for SFT assets	1,490
		Total securities financing transaction exposures 	20,114
		Other off-balance sheet exposures
		Off-balance sheet exposures at gross notional amount	17,526
		Adjustments for conversion to credit equivalent amounts	(8,504)
		Other off-balance sheet exposures	9,022
		Exempted exposures in accordance with CRR Article 429 (7) (on and off balance sheet)
		Intragroup exposures exempted in accordance with Article 429(7) of Regulation (EU) No 575/2013 (on and off balance sheet)2	(146)
		Capital and total exposure measure
		Tier 1 capital	3,627
		Leverage ratio total exposure measure	94,480
		Leverage ratio
		Leverage ratio	3.8%

		1 Excludes intragroup derivative assets amounting to £106m exempted in accordance with CRR Article 429(7).
2 Relates to exempted intragroup loans and receivables. Total intragroup exposures exempted in accordance with CRR Article 429(7), including derivatives, amounted to £252m.
		Table 9:  Summary reconciliation of accounting assets and leverage ratio exposures

			30 June 2019
Fully loaded
£m
		Total assets as per the financial statements	87,132
		Adjustments for derivative financial instruments	(2,678)
		Adjustments for securities financing transactions (SFTs)	1,490
		Adjustment for off-balance sheet items (ie conversion to credit equivalent amounts of off-balance sheet exposures)	9,022
		Adjustment for intragroup exposures excluded from the leverage ratio total exposure measure in accordance with Article 429 (7) of Regulation (EU) No 575/2013	(252)
		Other adjustments	(234)
		Leverage ratio total exposure measure	94,480
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