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Cautionary Statement regarding Forward-looking Information 

This report contains statements that constitute forward-looking state-

ments. In addition, in the future we, and others on our behalf, may make 

statements that constitute forward-looking statements. Such forward-look-

ing statements may include, without limitation, statements relating to the 

following:

p our plans, objectives or goals; 

p our future economic performance or prospects; 

p the potential effect on our future performance of certain contingencies; 

and 

p assumptions underlying any such statements. 

Words such as “believes,” “anticipates,” “expects,” “intends” and “plans” 

and similar expressions are intended to identify forward-looking statements 

but are not the exclusive means of identifying such statements. We do 

not intend to update these forward-looking statements except as may be 

required by applicable securities laws. 

By their very nature, forward-looking statements involve inherent risks 

and uncertainties, both general and specific, and risks exist that predic-

tions, forecasts, projections and other outcomes described or implied in 

forward-looking statements will not be achieved. We caution you that a 

number of important factors could cause results to differ materially from the 

plans, objectives, expectations, estimates and intentions expressed in such 

forward-looking statements. These factors include: 

p the ability to maintain sufficient liquidity and access capital markets; 

p market volatility and interest rate fluctuations and developments affect-

ing interest rate levels; 

p the strength of the global economy in general and the strength of the 

economies of the countries in which we conduct our operations, in par-

ticular the risk of continued slow economic recovery or downturn in the 

US or other developed countries or in emerging markets in 2022 and 

beyond; 

p the direct and indirect impacts of deterioration or slow recovery in resi-

dential and commercial real estate markets;

p adverse rating actions by credit rating agencies in respect of sovereign 

issuers, structured credit products or other credit-related exposures;

p the ability to achieve our strategic objectives, including cost efficiency, 

net new asset, pre-tax income/(loss), capital ratios and return on 

regulatory capital, leverage exposure threshold, risk-weighted assets 

threshold, and other targets and ambitions;

p the ability of counterparties to meet their obligations to us; 

p the effects of, and changes in, fiscal, monetary, exchange rate, trade 

and tax policies, as well as currency fluctuations; 

p political and social developments, including war, civil unrest or terrorist 

activity; 

p the possibility of foreign exchange controls, expropriation, nationali-

sation or confiscation of assets in countries in which we conduct our 

operations; 

p operational factors such as systems failure, human error, or the failure to 

implement procedures properly;

p the risk of cyber-attacks on our business or operations;

p actions taken by regulators with respect to our business and practices 

and possible resulting changes to our business organisation, practices 

and policies in countries in which we conduct our operations; 

p the effects of changes in laws, regulations or accounting policies or 

practices in countries in which we conduct our operations; 

p the potential effects of proposed changes in our legal entity structure; 

p competition in geographic and business areas in which we conduct our 

operations; 

p the ability to retain and recruit qualified personnel; 

p the ability to maintain our reputation and promote our brand; 

p the ability to increase market share and control expenses; 

p technological changes; 

p the timely development and acceptance of our new products and ser-

vices and the perceived overall value of these products and services by 

users; 

p acquisitions, including the ability to integrate acquired businesses suc-

cessfully, and divestitures, including the ability to sell non-core assets;

p the adverse resolution of litigation, regulatory proceedings, and other 

contingencies; and

p other unforeseen or unexpected events and our success at managing 

these and the risks involved in the foregoing.

We caution you that the foregoing list of important factors is not exclusive. 

When evaluating forward-looking statements, you should carefully consider 

the foregoing factors and other uncertainties and events, including the 

information set forth in our Annual Report 2022.
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Introduction

This document comprises the Pillar 3 disclosures for the con-
solidated situation of Credit Suisse Investments (UK) (‘CSIUK’) 
as at 31 December 2022. It should be read in conjunction with 
CSIUK’s 2022 Annual Report which is available from Companies 
House, Crown Way, Cardiff, Wales, CF14 3UZ.

These Pillar 3 disclosures are prepared to meet the regulatory 
requirements set out in Part Eight of the Capital Requirements 
Regulation (‘CRR’). Pillar 3 aims to promote market discipline and 
transparency through the publication of key information on capital 
adequacy, risk management and remuneration.

Basis and Frequency of 
Disclosures
Where disclosures have been withheld, as permitted, on the basis 
of confidentiality, immateriality, or being proprietary in nature, this 
is indicated. Pillar 3 disclosures are published annually, although 
key capital adequacy ratios are disclosed more frequently and 
may be found on the Credit Suisse website at: www.credit-suisse.
com  

The Annual Report is prepared under International Financial 
Reporting Standards (‘IFRS’) and accordingly, certain information 
in the Pillar 3 disclosures may not be directly comparable.

This Pillar 3 document has been verified and approved in line 
with internal policy. It has not been audited by CSIUK’s external 
auditors.

Basis of Consolidation
The CSIUK regulatory consolidation group contains CSIUK, its 
subsidiary Credit Suisse Investment Holdings (UK) (‘CSIHUK’) 
and its indirect subsidiary Credit Suisse Securities (Europe) Lim-
ited (‘CSS(E)L’ or ‘the Company’). CSS(E)L is authorised by 
the Prudential Regulation Authority (‘PRA’) and regulated by the 
Financial Conduct Authority (‘FCA’).

As the ultimate parent of a UK sub-group, CSIUK is the top hold-
ing company of a regulatory consolidation group. CSIUK and CSI-
HUK are both holding companies and neither are regulated.

As required by CRR Article 13, Pillar 3 disclosures are required 
in respect of the CSIUK group on a consolidated basis, and in 
respect of CSS(E)L, on a solo basis, as it represents the prin-
cipal operating (‘significant’) subsidiary in the group. The disclo-
sures for the CSIUK group are contained in the main body of 
this  document while supplementary disclosures in respect of the 
CSS(E)L can be found in Appendix 1. The quantitative Pillar 3 
disclosures for CSS(E)L are presented only where they differ 
materially from the disclosures of the CSIUK group.

CSIUK prepares its IFRS financial statements on a consolidated 
basis (‘CSIUK group’), including a number of subsidiaries that do 
not fall within the regulatory scope of consolidation per the CRR.

Restrictions on Transfer of Funds 
or Regulatory Capital within the 
CSIUK group
In general, the restrictions around the repayment of liabilities and 
transfer of regulatory capital within the CSIUK group are related 
to constraints that are imposed on entities by local regulators. The 
movement of capital may also be subject to tax constraints where 
there are cross-border movements or thin capitalisation rules.

Remuneration Disclosures
The remuneration disclosures required by CRR Article 450 can 
be found in a separate document (‘Pillar 3 – UK Remuneration 
Disclosures 2022’) on the Credit Suisse website at: www.cred-
it-suisse.com. 



5Capital Management

Capital Management

Overview
The Credit Suisse group (‘CS group’) considers a strong and 
efficient capital position to be a priority. Consistent with this, the 
CSIUK group closely monitors its capital adequacy position on 
a continuing basis to ensure ongoing stability and support of its 
business activities. This monitoring takes account of the require-
ments of the current regulatory regime and any forthcoming 
changes to the capital framework.

Multi-year business forecasts and capital plans are prepared by 
the CSIUK group, taking into account its business strategy and 
the impact of known regulatory changes. These plans are sub-
jected to various stress tests as part of the Internal Capital Ade-
quacy Assessment Process (‘ICAAP’). Within these stress tests, 
potential management actions, that are consistent with both the 

market conditions implied by the stress test and the stress test 
outcome, are identified. The results of these stress tests and 
associated management actions are updated, as part of the 
ICAAP, with results documented and reviewed by the Board of 
Directors. The ICAAP is used for the SREP (‘Supervisory Review 
and Evaluation Process’) that the PRA conducts when assessing 
an institution’s level of regulatory capital.

Key Metrics
Article 447 of the CRR requires disclosure of the new key met-
rics table which consist of the composition of their own funds and 
their own funds requirements, the total risk exposure amounts, 
the buffer requirement, leverage ratio, liquidity coverage ratio and 
NSFR. The table is presented below:
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KM1 – Key metrics template

end 2022 (USD million)  2022  2021 

Available own funds (amounts)     

Common Equity Tier 1 (CET1) capital  2,264  5,771 

Tier 1 capital  2,264  5,771 

Total capital  2,264  6,475 

Risk-weighted exposure amounts     

Total risk-weighted exposure amount  4,550  10,824 

Capital ratios  (as a percentage of risk-weighted exposure amount)     

Common Equity Tier 1 ratio (%)  49.8%  53.3% 

Tier 1 ratio (%)  49.8%  53.3% 

Total capital ratio (%)  49.8%  59.8% 

Additional own funds requirements based on SREP (as a percentage of risk-weighted exposure amount)     

Additional CET1 SREP requirements (%)  5.6%  4.3% 

Additional AT1 SREP requirements (%)  1.9%  1.4% 

Additional T2 SREP requirements (%)  2.5%  1.9% 

Total SREP own funds requirements (%)  17.9%  15.6% 

Combined buffer requirement (as a percentage of risk-weighted exposure amount)     

Capital conservation buffer (%)  2.5%  2.4% 

Combined buffer requirement (%)  2.5%  2.4% 

Overall capital requirements (%)  20.4%  18.0% 

CET1 available after meeting the total SREP own funds requirements (%)  0.0%  0.0% 

Leverage ratio     

Leverage ratio total exposure measure  5,604  17,216 

Leverage ratio  40.4%  33.5% 

Additional own funds requirements to address risks of excessive      

leverage (as a percentage of leverage ratio total exposure amount)     

Overall leverage ratio requirements (%)  3.25%  N/A 

Liquidity Coverage Ratio     

Total high-quality liquid assets (HQLA) (Weighted value -average)  7,622  8,275 

Cash outflows – Total weighted value  4,205  6,572 

Cash inflows – Total weighted value  2,581  4,644 

Total net cash outflows (adjusted value)  1,023  2,188 

Liquidity coverage ratio (%)  563%  396% 

Net Stable Funding Ratio     

Total available stable funding  4,516  N/A 

Total required stable funding  3,067  N/A 

NSFR ratio (%)  170.4%  N/A 
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Own Funds
Article 437 of the CRR requires disclosure of the main features 
of Common Equity Tier 1 (‘CET1’), Additional Tier 1 (‘AT1’) and 
Tier 2 instruments. CSIUK’s CET1 comprises permanent share 

capital of ordinary shares and reserves. The ordinary shares carry 
voting rights and the right to receive dividends. CSIUK has no 
AT1 capital and the terms of its Tier 2 capital instruments are dis-
closed in Appendix 2.

CC1 – Composition of regulatory own funds
    Source based on  
    reference numbers/letters  
    of the balance sheet  
    under the regulatory  

end of 2022 (USD million)  Amounts  scope of consolidation 

Common Equity Tier 1 (CET1) capital:  instruments and reserves     

Capital instruments and the related share premium accounts  594  – 

Retained earnings  1,884  – 

Accumulated other comprehensive income (and other reserves)  (153)  – 

Common Equity Tier 1 (CET1) capital before regulatory adjustments  2,325  – 

Common Equity Tier 1 (CET1) capital: regulatory adjustments     

Additional value adjustments (negative amount)  (55)  – 

Intangible assets (net of related tax liability) (negative amount)  (2)  – 

Negative amounts resulting from the calculation of expected loss amounts  (4)  – 

Total regulatory adjustments to Common Equity Tier 1 (CET1)  (61)  – 

Common Equity Tier 1 (CET1) capital  2,264  – 

Additional Tier 1 (AT1) capital: instruments     

Capital instruments and the related share premium accounts  –  – 

   of which: classified as equity under applicable accounting standards  –  – 

   of which: classified as liabilities under applicable accounting standards  –  – 

Amount of qualifying items referred to in Article 484 (4) CRR and the related share premium accounts      

subject to phase out from AT1 as described in Article 486(3) CRR  –  – 

Additional Tier 1 (AT1) capital before regulatory adjustments  –  – 

Tier 1 capital (T1 = CET1 + AT1)  2,264  – 

Tier 2 (T2) capital: regulatory adjustments     

Total capital (TC = T1 + T2)  2,264  – 

Total Risk exposure amount  4,550  – 

Capital ratios and buffers     

Common Equity Tier 1 (as a percentage of total risk exposure amount)  49.77%  – 

Tier 1 (as a percentage of total risk exposure amount)  49.77%  – 

Total capital (as a percentage of total risk exposure amount)  49.77%  – 

Institution CET1 overall capital requirement (CET1 requirement in accordance with Article 92 (1) CRR, plus additional CET1      

requirement which the institution is required to hold in accordance with point (a) of Article 104(1) CRD,  plus combined      

buffer requirement in accordance with Article 128(6) CRD) expressed as a percentage of risk exposure amount)  12.61%  – 

Amounts below the thresholds for deduction (before risk weighting)     

Deferred tax assets arising from temporary differences (amount below 17,65% threshold,      

net of related tax liability where the conditions in Article 38 (3) CRR are met)  37  (a) 

Applicable caps on the inclusion of provisions in Tier 2     

Cap on inclusion of credit risk adjustments in T2 under standardised approach  4  – 

Cap for inclusion of credit risk adjustments in T2 under internal ratings-based approach  6  – 
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CC2 – reconciliation of regulatory own funds to balance sheet in the audited financial statements
  Balance sheet   

   as in published    

  financial   Reference  

end of 2022 (USD million)  statements  from CC1 

Assets – Breakdown by asset class according to the balance sheet in the published financial statements     

Cash and due from banks  876   

Int-bearing deposits with bank  166   

Securities purchased under resale agreements and securities borrowing transactions  1,678   

Trading financial assets mandatorily at fair value through profit or loss  2,471   

Non-trading financial assets mandatorily at fair value through profit or loss  709   

Current Tax Assets  24   

Deferred Tax Assets  37  (a) 

Other assets  1,003   

Property and equipment  13   

Intangible Fixed Assets  2   

Total assets  6,980   

Liabilities – Breakdown by liability class according to the balance sheet in the published financial statements     

Due to banks  16   

Securities sold under repurchase agreements and securities lending transactions  636   

Trading financial liabilities mandatorily at fair value through profit or loss  2,097   

Financial liabilities designated at fair value through profit or loss  223   

Borrowings  395   

Current Tax Liabilities  14   

Other liabilities  915   

Provisions  13   

Debt in issuance  350   

Total liabilities  4,659   

Shareholders’ Equity     

Share Capital  409   

Capital Contribution  175   

Retained earnings  2,065   

Accumulated other comprehensive income/(loss)  (328)   

Total shareholders’ equity  2,321   

Note: There is no difference between accounting and regulatory scope of consolidation. For this reason,  
only balances under financial statements are disclosed.

Countercyclical Capital Buffer
The Financial Policy Committee (‘FPC’) of the Bank of England 
is responsible for setting the UK Countercyclical Capital Buffer 
(‘CCyB’) rate, i.e. the CCyB rate that applies to UK exposures of 
banks, building societies and large investment firms incorporated 
in the UK. In setting the CCyB, the FPC considers a number of 
core indicators such as credit to GDP ratios. CRD IV, as imple-
mented in the UK, includes a transitional period, during which 
the FPC is responsible for deciding whether CCyB rates set by 
EEA States should be recognised and for taking certain decisions 
about third country rates, including whether a higher rate should 
be set for the purposes of UK institutions calculating their CCyBs. 
CCyBs can be applied at a CS group, sub-consolidated or legal 
entity basis. CRD IV also includes the potential for a Systemic 
Risk Buffer (‘SRB’) which could be similarly applied.

The UK CCyB rate is now set at 1%. CCyB rates have also been 
set by Bulgaria, Czech Republic, Hong Kong, Luxembourg, 

Norway and Slovakia that apply to exposures to those countries. 
No disclosures are made on the following two CCyB tables on the 
basis of materiality:
p CCyB1 – Geographical distribution of credit exposures relevant 

for the calculation of the countercyclical buffer
p CCyB2 – Amount of institution-specific countercyclical capital 

buffer

Basel 3 reforms
In November 2022, the Prudential Regulation Authority (PRA) 
published consultation paper CP16/22 setting out its proposed 
rules and expectations that cover the parts of the Basel III stan-
dards that remain to be implemented in the UK. The PRA refers 
to them as ‘the Basel 3.1 standards’. The PRA proposes that the 
implementation date for the changes resulting from this, other 
than those affected by transitional provisions, would be Wednes-
day 1 January 2025.
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Capital Resources Requirement
The Pillar 1 capital requirements of the CSIUK group are sum-
marised below, along with the relevant risk-weighted asset 

(‘RWA’) values. Credit risk capital requirements and RWA are fur-
ther  broken down by risk-weight methodology and exposure class.

OV1 – Overview of risk weighted exposure amounts 

    Total 
  Risk weighted exposure amounts (RWEAs)   own funds requirements 

end of  2022  * 2021  2022 

USD million       

Credit risk (excluding CCR)  1,245  2,832  100 

   Of which the standardised approach  255  460  20 

   Of which equities under the simple risk weighted approach  6  13  1 

   Of which the advanced IRB (AIRB) approach  888  2,178  71 

Counterparty credit risk – CCR  632  1,709  51 

   Of which the standardised approach  128  447  10 

   Of which internal model method (IMM)  89  321  7 

   Of which exposures to a CCP  –  10  – 

   Of which credit valuation adjustment – CVA  369  931  29 

   Of which other CCR  46  –  4 

Settlement risk  –  2  – 

Position, foreign exchange and commodities risks (Market risk)  439  483  35 

   Of which the standardised approach  99  149  8 

   Of which IMA  340  334  27 

Large exposures  318  3,375  25 

Operational risk  1,916  2,422  153 

   Of which basic indicator approach  1,916  2,422  153 

Amounts below the thresholds for deduction (subject to 250% risk weight) (For information)  93  115  7 

Total  4,550  10,824  364 

Note: 
* Pillar 1 buffers are now  considered in the 2022 disclosure tables 
in order to align them with the reporting instructions, the 2021 are accordingly restated to reflect this change.

Risk Weighted Assets (‘RWA’) decreased primarily due to the 
CSSEL ramp-down process, resulting in trades being transferred 
to other CS group entities
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Risk Management

Overview

CSIUK group has a distinct risk management framework for its 
regulated subsidiary CSS(E)L, as detailed below. The CSIUK 
group relies upon the individual subsidiary’s risk management 
framework.

CSS(E)L’s risk management framework is based on transparency, 
management accountability and independent oversight. Risk man-
agement plays an important role in CSS(E)L’s business planning 
process and is strongly supported by senior management and 
the Board of Directors. The primary objectives of risk manage-
ment are to protect CSS(E)L’s financial strength and reputation, 
while ensuring that capital is well deployed to support business 
 activities and increase shareholder value. CSS(E)L has imple-
mented risk  management processes and control systems and it 
works to limit the impact of negative developments by monitoring 
all relevant risks including credit, market, liquidity, operational and 
reputational as well as managing concentrations of risks.

Board of Directors
The Directors are responsible for reviewing the effectiveness of 
CSS(E)L’s risk management and systems of financial and inter-
nal control. These are designed to manage rather than eliminate 
the risks of not achieving business objectives, and, as such, offer 
reasonable but not absolute assurance against fraud, material 
misstatement and loss. 

In addition, the Board of Directors has established a Board Risk 
Committee, as discussed below. Ordinary meetings of the Board 
Risk Committee are required to take place at least four times 
each year. 

In 2021, Management and the Board Risk Committee had iden-
tified several gaps in the risk management control infrastruc-
ture which hampered its overall effectiveness.  A holistic Risk 
Enhancement Plan was established to address the gaps identified 
and has been materially delivered with regular updates provided 
to the Board Risk Committee. 

Recruitment to CSS(E)L’s Board of Directors is governed by a 
nominations policy that is applied consistently to all subsidiaries 
within the CS group. At local level, this policy is implemented by 
a nominations committee that is required to evaluate the balance 
of skills, knowledge and experience of the CSS(E)L Board of 

Directors by reference to CSS(E)L’s requirements, and similarly to 
consider the skills, knowledge and experience of individual candi-
dates for appointment. Consistent with the fact that CSS(E)L is 
an Equal Opportunities Employer, recruitment at all levels is based 
on consideration of a diverse range of candidates without dis-
crimination or targets on the basis of any protected category. In 
addition, the CSS(E)L Board has adopted a Diversity Policy, set-
ting out the approach to diversity, including consideration of dif-
ferences in skills, regional and industry experience, background, 
race, gender and other distinctions between Directors. The Board 
maintains its initial target of at least 25% female representation 
on the Board in 2022 and will continue to monitor the composi-
tion in 2023 through periodic reviews of structure, size and per-
formance of the Board. Details of CSS(E)L directorships held by 
Board Members are shown in Appendix 3.

Risk Organisation and 
Governance
Risks are monitored and managed as part of the Risk Appetite 
Framework. CSS(E)L’s independent risk management function 
is led by CSS(E)L’s Chief Risk Officer (‘CRO’), who reports to 
CSS(E)L’s Chief Executive Officer (‘CEO’) and the CRO of the 
CS group. 

The CRO is responsible for overseeing CSS(E)L’s risk profile 
across all risk types and for ensuring that there is an adequate 
independent risk management function. This responsibility is del-
egated from the Board of Directors, via the Executive Committee, 
to the CRO, who in turn has  established a risk governance frame-
work and supporting organisation.
p The CSS(E)L Board of Directors: responsible to sharehold-

ers for the strategic direction, supervision and control of the 
entity and for defining the overall tolerance for risk;

p The CSS(E)L Board Risk Committee: responsible for 
assisting the Board of Directors in fulfilling their oversight 
responsibilities by providing guidance regarding risk gover-
nance and the monitoring of the risk profile and capital ade-
quacy, including the regular review of major risk exposures and 
recommending approval by the Board of overall risk appetite 
limits; and

p The CSS(E)L Executive Committee: this is the primary 
management committee of CSS(E)L and is charged with man-
aging all aspects including strategy, culture, revenue, risk and 
control, costs and employees. 
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CSSEL Board

CSSEL Market Risk  
Committee

CSSEL Operational Risk 
and Compliance  

Committee

CSSEL Credit Risk  
Committee

IB EMEA 
Reputational Risk  

Committee

CSSEL Strategic Risk  
Committee

Committee Hierarchy

CSSEL  
Risk Management  

Committee 

CSSEL Board Risk  
Committee

The Board of Directors approves the overall framework for risk 
appetite. The authority to establish more granular limits within the 
bounds of the overall risk appetite is delegated to the CSS(E)L 
Risk Management Committee (‘RMC’), which is chaired by 
CSS(E)L’s CRO and comprises members of senior risk and busi-
ness  managers. The purpose of the RMC is to:
p Ensure that proper standards as well as practices and controls 

for risk management are established for CSS(E)L;
p Define, implement and review the risk appetite framework for 

CSS(E)L covering material risk types; 
p Review and set/approve limits and other appropriate measures 

to monitor and manage the risk portfolio and risk of the individ-
ual businesses that contribute to CSS(E)L; 

p Review the Internal Capital Adequacy Assessment Process 
(‘ICAAP’) and the Individual Liquidity Adequacy Assessment 
Process (‘ILAAP’) for CSS(E)L; 

p Review and consider any matters to escalate to the CSS(E)L 
Executive Committee; 

p Review and recommend all limit applications subject to 
approval by the CSS(E)L Board/Board Risk Committee; 

p Review and implement appropriate controls over remote book-
ing risk relating to CSS(E)L; 

p Review and consider material new business proposals; and
p Review the design and execution of stress testing scenarios 

and results.

In addition to this, and aligned with the organisation structure, 
CSS(E)L’s CRO has implemented several sub-committees of the 
RMC:
p The CSS(E)L Credit Risk Committee: chaired by the 

CSS(E)L Chief Credit Officer, defines and implements the 
CSS(E)L Credit Risk Framework. It is responsible for review-
ing emerging risks and assessing the impact of any issues 
that impact the UK IB credit portfolio including counterparty, 
sector, and concentration. This process is supported by the 

Credit Risk Management department, which is responsible 
for approving credit limits, monitoring and managing individual 
exposures, and assessing and managing the quality of credit 
portfolios and allowances;

p The CSS(E)L Market Risk Committee: chaired by the 
CSS(E)L Head of Market Risk, defines and implements the 
CSS(E)L Market Risk Framework. It is responsible for review-
ing emerging risks and assessing any issues that impact 
on the CSS(E)L market risk profile. This process is sup-
ported by the Market Risk Management department (‘MRM’) 
which is responsible for assessing and monitoring the  market 
and liquidity risk profile of the Company and recommends 
 corrective action where necessary;

p The CSS(E)L Liquidity and Treasury Risk Committee: 
was established in 2022 and is chaired by the EMEA 
Head of Liquidity and Treasury Risk. The committee sta-
blishes more granular Liquidity and Treasury risk limits within 
the bounds of CSi/CSSEL’s overall risk limits and risk appetite 
and provides independent decision making on topics related 
to Liquidity Risk and Treasury Risk impacting the legal entity. 
This process is supported by the Treasury and Liquidity Risk 
Management (‘TLRM’) department which is responsible for 
managing liquidity risk at the local level and to regulatory and 
senior management requirements. 

p The UK IB Operational Risk & Compliance Committee: 
co-chaired by the UK IB Head of Non-Financial Risk (‘NFR’) 
with the CSS(E)L Chief Compliance Officer, is responsi-
ble for overseeing the operational, conduct and compliance 
risks for the divisions and corporate functions that comprise 
CSS(E)L, including monitoring the effective implementation 
of the Non-Financial Risk Framework (formerly, Enterprise 
Risk and Control Framework). Reviewing the business’s first 
line of defence (‘1LOD’) processes to manage risk in accor-
dance with the respective frameworks.  Provide independent 
review and challenge of the risk profile to ensure that risks 
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are managed within appetite using second line of defence 
(‘2LOD’) processes. This process is supported by the NFR 
department which is responsible for the identification, assess-
ment, and monitoring of non-financial risks; 

p The CSS(E)L Strategic Risk Management (SRM) Com-
mittee: chaired by the CSS(E)L Head of Strategic Risk  Man-
agement, is responsible for developing and maintaining sce-
nario processes appropriate for CSS(E)L, based on material 
risk factors identified. Reviewing and monitoring the Strategic 
Risk Management (‘ERM’) risk appetite metrics and data 
quality issues. This process is supported by the SRM depart-
ment which is responsible for covering cross-divisional and 
cross-functional approaches towards identifying and measur-
ing risks as well as defining and managing risk appetite levels;

p The IB EMEA Divisional Client Risk Committee: 
co-chaired by the CSS(E)L CRO, and CSS(E)L Chief Com-
pliance Officer reputation To review, assess and decide cur-
rent and potential client onboarding and transactional approval 
applying a holistic risk assessment including feedback from all 
relevant subject matter experts (Reputational Risk, Compliance, 
General Counsel, Credit Risk, Sustainability Risk and Busi-
ness). Transactions and cases are escalated to DCRC pursu-
ant to the applicable DCRC escalation criteria. This process is 
supported by the Reputational Risk Office which is responsible 
for assessing actions or transactions which may pose a repu-
tational risk to the Company’s reputation as escalated by both 
the First and Second Lines of Defence, providing independent 
appraisal and facilitating the calibration of such risk. 

The departments that support the CSS(E)L Risk Heads form part 
of a matrix management structure with reporting lines into both 
the CSS(E)L CRO and the relevant Global Risk Head. Further-
more, these departments are supported by a global infrastruc-
ture and data process that is maintained by the central Risk 
Analytics and Solutions team (covering Risk Reporting, Risk Data 
Management and Risk Strategy & Solutions) that is responsible 
for the delivery of the strategic and regulatory change portfo-
lio sponsored by the Risk division. Support is also provided by 
General Counsel for legal, policy and regulatory advice as well 
by the Global Risk functions including Quantitative Analysis and 
Technology, Model Risk Management and Regulatory Reporting 
in areas such as model development, model validation and regu-
latory reporting.

Risk Appetite
Risk appetite represents the aggregate level and types of risk 
CSS(E)L is willing to assume to achieve the strategic objectives 
and business plan. The Risk Appetite Framework is the over-
all approach including policies, processes and controls through 
which risk appetite is established, communicated and monitored. 
This includes, but is not limited to:
p Risk Appetite Statements;
p Risk limits and/or metrics; and
p Roles and responsibilities of those overseeing the implementa-

tion and monitoring of the Risk Appetite Framework.

The Risk Appetite Framework incorporates all material risks fac-
ing CSS(E)L and aligns to the strategy through use of the for-
ward-looking business plan and is owned by the Board. In order 
to ensure alignment to the strategy CSS(E)L uses the following 
processes:
p Risk Capacity (capital and liquidity) is evaluated and quantified;
p Risks arising from the business strategy are identified (quanti-

tative and qualitative) and assessed;
p Board tolerance for these risks is defined using both enter-

prise-wide and individual measures; and
p Should the business strategy result in risk outside of Board 

tolerance, there is a feedback loop into the business planning 
process to ensure corrective action is taken.

The Risk Appetite is approved by the Board of Directors on an 
annual basis as part of the strategic planning process. The Risk 
Appetite is expressed through both qualitative statements and 
quantitative measures. It is underpinned by the Strategic Risk 
Objectives which include:
p Capital Adequacy: CSS(E)L will hold adequate capital at all 

times to meet or exceed regulatory minimum capital require-
ments, furthermore CSS(E)L will continue to hold adequate 
capital to be able to withstand a severe macro-economic 
stress;

p Stability of Earnings: CSS(E)L will maintain stable earnings 
and limit its potential losses from identified and acceptable 
risks (even during potential stress events);

p Funding and Liquidity Adequacy: CSS(E)L will ensure that 
the Company manages liquidity and funding risk and holds 
liquid assets sufficient to meet all contractual, contingent and 
regulatory obligations on both a business-as-usual basis and in 
periods of liquidity stress, while maintaining a prudent funding 
profile;

p Operational and Business Integrity: CSS(E)L will maintain 
the integrity of its business, operations, and reputation long 
term;

p Reputational Risk and Conduct Risk (part of Operational 
and Business Integrity): CSS(E)L’s employees make deci-
sions and conduct business in line with its values and desired 
reputation as a firm.

Risk Limits
Based on these principles, the Board approves limits by key risk 
type. These limits are then used as a basis for defining a more 
granular framework of risk limits. The CRO is responsible for set-
ting specific limits deemed necessary to manage the risk within 
individual lines of business and across counterparties as follows:
p Enterprise risk limits are based on portfolio level measures 

(RWA, etc.) and are calibrated for both normal and stressed 
conditions. The overall risk limit calibration is recommended by 
the Head of ERM who has responsibility for development and 
calibration of the full suite of enterprise risk limits;

p Market risk limits are based on a variety of sensitivity, portfo-
lio and stress measures including, for example, Value at Risk 
(‘VaR’) and portfolio stress loss metrics. The overall market 
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risk limit calibration is recommended by the Head of Market 
Risk who has responsibility for development and calibration of 
the full suite of market risk limits;

p Credit risk limits are based on a variety of exposure and stress 
measures including, for example, counterparty exposure and 
portfolio stress loss metrics. The overall credit risk limit calibra-
tion is recommended by CSS(E)L’s Chief Credit Officer and is 
designed to control overall credit quality and mitigate concen-
tration risks (such as single name and industry type) within the 
portfolio; 

p Non-financial risk constraints comprise of core risk metrics 
designed to identify areas of excessive risk exposure and drive 
excess responses which may include remediation or business 
constraint to reduce non-financial risk. These constraints 
are set as either loss tolerance (calibrated leveraging stress 
capabilities to monitor losses and gains), inherent risk appetite 
statement (defining un-acceptable level of inherent risk) and 
qualitative tolerances (expressed as focussed control indica-
tors against Key NFRs); and

p Liquidity risk limits are based on regulatory and internal require-
ments for monitoring funding under a range of conditions. The 
overall liquidity risk limit calibration is recommended by the 
Head of Liquidity Risk who has responsibility for  development 
and calibration of the full suite of liquidity risk limits.

The Board appetite limits define CSS(E)L’s maximum risk appe-
tite given management resources, the market environment, busi-
ness strategy and financial resources available to absorb potential 
losses.

CSS(E)L’s risk management objectives and policies and the 
exposure of CSS(E)L to market risk, credit risk, non-financial 
risk, liquidity risk and currency risk are also considered in the 
2022 Annual Report, Note 32 – ‘Financial Risk Management’. 

Stress Testing
These individual risk type limits are supplemented by an enter-
prise-wide stress testing programme which is designed to pro-
vide an aggregate view of CSS(E)L’s financial risks. The enter-
prise-wide stress testing process begins with a scenario setting 
process, with the choice of scenarios being approved by the 
Enterprise Risk Management Committee. The scenarios are 
designed to be severe, but plausible, and relevant to CSS(E)L’s 
business. The stress test process is based on both models and 
expert judgement. These stress test results are reported to the 
Board Risk Committee at each meeting and form a key input to 
the ICAAP and ILAAP.

Current and Emerging Risks
Current and emerging risks are described in sections “Principal 
Risks”, “Other Risks” and “Risk exposures”on pages 8-12 in the 
2022 Annual Report.

Subsequent Events
Merger of Credit Suisse Group AG 
and UBS Group AG
On 19 March 2023, Credit Suisse Group AG and UBS Group AG 
entered into an agreement and plan of merger (‘the merger’), 
to be completed at a date yet to be determined. CSS(E)L, 
as a part of the CSIUK Group, is a consolidated subsidiary of 
Credit Suisse Group AG, and as such the future operations and 

financial performance of CSS(E)L may be impacted as a result 
of the merger. There can be no assurance CSS(E)L will not itself 
become liquidated or otherwise merged with another UBS Group AG 
subsidiary following completion of the merger.

Further information is available in Note 35 – Subsequent events 
on the page 107 of the 2022 annual report.
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Linkages between Financial Statements 
and Regulatory Exposures
LI1 – Differences between accounting and regulatory scopes of consolidation and mapping of financial statement  
categories with regulatory risk categories
   Carrying values of items 

  Carrying   Carrying         Not subject  
  values as   values         to capital  
  reported in   under   Subject     Subject   requirements  
  published   scope of   to the   Subject   to the   or subject to  
  financial   regulatory   credit risk   to the CCR   market risk   deduction  

end of 2022 (USD million)  statements  consolidation  framework  framework  framework  from capital 

Assets             

Cash and due from banks  876  876  872  –  –  4 

Interest-bearing deposits with banks  166  166  142  –  –  24 

Securities purchased under resale agreements and              

securities borrowing transactions  1,678  1,678  –  1,678  1,678  – 

Trading financial assets mandatorily at fair value              

through profit or loss  2,471  2,471  0  2,460  1,891  – 

Non-trading financial assets mandatorily at fair value              

through profit or loss  709  709  708  1  1  – 

Current Tax Assets  24  24  24  –  –  – 

Deferred Tax Assets  37  37  37  –  –  0 

Other assets  1,003  1,003  333  665  2  5 

Property and equipment  13  13  13  –  –  – 

Intangible Fixed Assets  2  2  –  –  –  2 

Total assets  6,980  6,980  2,130  4,805  3,572  34 

Liabilities             

Due to banks  16  16  –  –  –  16 

Securities sold under repurchase agreements and              

securities lending transactions  636  636  –  636  636  – 

Trading financial liabilities mandatorily at fair value              

through profit or loss  2,097  2,097  –  2,093  1,936  – 

Financial liabilities designated at fair value through              

profit or loss  223  223  –  29  1  194 

Borrowings  395  395  93  –  –  302 

Current Tax Liabilities  14  14  –  –  –  14 

Other liabilities  915  915  –  536  25  379 

Provisions  13  13  –  –  –  13 

Debt in issuance  350  350  350  –  –  (0) 

Total liabilities  4,659  4,659  443  3,293  2,598  918 

LI2 – Main sources of differences between regulatory exposure amounts and carrying values in financial statements
   Items subject to 

    Credit risk  CCR  Market risk 

end of 2022 (USD million)  Total  framework   framework  framework 

Asset carrying value amount under scope of regulatory consolidation (as per template LI1)  6,922  2,130  4,805  3,572 

Liabilities carrying value amount under regulatory scope of consolidation (as per template LI1)  3,740  443  3,293  2,598 

Total net amount under regulatory scope of consolidation  3,182  1,687  1,512  974 

Off-balance sheet amounts  337  337  –  – 

Derivative transactions – Differences due to application of Standard Rules (SR)  (258)  –  (258)  – 

SFT – differences due to application of Standard Rules (SR) (Repo-Var)  (664)  –  (664)  – 

Other  Differences not classified above  –  (45)  –  (974) 

Exposure amounts considered for regulatory purposes  2,597  1,979  590  – 

The reasons for differences between accounting and regulatory 
exposures are as follows: 
(1)  Notional for sold CDS trades are off balance sheet items as 

per accounting rules, however for regulatory purposes, sold 
CDS trades in the regulatory Banking book are considered 
as regulatory exposures for credit risk; 

(2)  The accounting balance sheet only records the default fund 
deposited with central counterparties, whereas for regulatory 
purposes, RWA is calculated in line with the prescribed regu-
latory default fund calculation. 
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LI3 – Outline of the differences in the scopes of consolidation (entity by entity) – Nil disclosure     

 

             

PV1: Prudent valuation adjustments (PVA)
  Risk category Total category level post-diversification 

      Of which:   Of which:  
      Total core approach   Total core approach 

end of 2022 (USD million)  Credit    in the trading book  in the banking book 

Category level AVA         

Market price uncertainty  93  47  1  46 

Close-out cost  1  1  –  1 

Model risk  4  2  –  2 

Operational risk  5  5  –  5 

Future administrative costs  1  1  –  1 

Total Additional Valuation Adjustments (AVAs)  –  55  2  54 
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Credit Risk

Overview
For regulatory purposes, exposures to borrowers or counter-
parties are categorised into exposure classes according to the 
framework set out in the CRR.

The majority of Pillar 1 credit and counterparty risk capital 
requirements are calculated using the AIRB approach to risk 
weights with certain exposure classes treated under the Stan-
dardised Approach to risk weights.

Credit risk in CSS(E)L is managed by the CSS(E)L Credit Risk 
Management function, which is headed by the CSS(E)L Chief 
Credit Officer, who in turn reports to the CSS(E)L Chief Risk 
 Officer. CSS(E)L Credit Risk Management is a part of the wider 
Credit Risk Management department, which is an independent 
function with responsibility for approving credit limits, monitoring 
and  managing individual exposures and assessing and managing 
the quality of the segment and business areas’ credit portfolios 
and allowances. CSS(E)L Credit Risk Management’s processes 
and policies cover credit risk arising from exposures to borrowers 
and counterparty credit risk. Counterparty credit risk arises from 
OTC and exchange-traded derivatives, repurchase agreements, 
securities lending and borrowing and other similar products and 
activities. The related credit risk exposures depend on the value 
of underlying market factors (e.g. interest rates and foreign 
exchange rates), which can be volatile and uncertain in nature. 
CSS(E)L enters into derivative contracts in the normal course of 
business principally for market-making and positioning purposes, 
as well as for risk management needs, including mitigation of 
interest rate, foreign currency, credit and other risks.

Effective credit risk management is a structured process to 
assess, quantify, measure, monitor and manage risk on a consis-
tent basis.  This requires careful consideration of proposed exten-
sions of credit, the setting of specific limits, monitoring during the 
life of the exposure, active use of credit mitigation tools and a dis-
ciplined approach to recognising credit impairment.

Credit limits are used to manage concentration to individual coun-
terparties. A system of limits is also established to address con-
centration risk in the portfolio, including country limits, industry 
limits and limits for certain products.  In addition, credit risk con-
centration is regularly supervised by credit and risk management 
committees, taking current market conditions and trend analysis 
into consideration. 

A primary responsibility of CSS(E)L Credit Risk Management is to 
monitor the exposure to and creditworthiness of a counterparty, 
both at the initiation of the relationship and on an ongoing basis. 
Part of the review and approval process is an analysis and discus-
sion to understand the motivation of the client and to identify the 
directional nature of the trading in which the client is engaged. 
Credit limits are agreed in line with CSS(E)L’s Risk Appetite 
Framework, taking into account the strategy of the counterparty, 
the level of disclosure of financial information and the amount of 
risk mitigation that is present in the trading relationship (e.g. level 

of collateral). All credit exposure is approved, either by approval of 
an individual transaction or facility (e.g. lending facilities), or under 
a system of credit limits (e.g. OTC derivatives). Credit exposure is 
monitored daily to ensure it does not exceed the approved credit 
limit. These credit limits are set on a potential exposure basis. 
Potential exposure means the possible future value that of the 
portfolio upon default of the counterparty on a particular future 
date, and is taken as a high percentile of a distribution of possi-
ble exposures computed by CSS(E)L’s internal exposure models. 
Secondary debt inventory positions are subject to separate limits 
that are set at the issuer level.

A credit quality review process provides an early identification of 
possible changes in the creditworthiness of clients and includes 
regular asset and collateral quality reviews, business and financial 
statement analysis and relevant economic and industry studies. 
Regularly updated watch lists and review meetings are used for 
the identification of counterparties where adverse changes in 
creditworthiness could occur.

Counterparty credit limits are governed by the Credit Risk Appe-
tite Framework, which establishes a set of ratings-based appe-
tite limits for specific counterparty classes. Appetite limits have 
been calibrated to the Company’s capital through scenario- based 
approach which serves the dual purpose of protecting the stra-
tegic diversification of the portfolio while promoting an efficient 
usage of the available capital. Credit Risk Management does not 
explicitly manage internal capital at the level of individual coun-
terparties. However, all counterparty limits are managed within 
the Credit Risk Appetite Framework. Credit Risk Management 
reviews CSS(E)L’s credit risk appetite at least annually and con-
siders historical information, forward-looking risk assessments, 
stress-testing results as well as business and capital plans when 
proposing or affirming appetite limits. The formulation of appetite 
is anchored to the capital base of CSS(E)L in order to protect the 
Company’s capital resources in the event of large credit losses. 
An ongoing risk identification process includes regular review and 
challenge of portfolio MI, credit officer interviews, review of busi-
ness strategy and new business proposals, and may result in the 
development of new operating limits to protect CSS(E)L’s capital 
resources. The CSS(E)L Credit Risk Committee is responsible 
for ensuring compliance with the Credit Risk Appetite Frame-
work and reports any appetite breaches are discussed in the 
Committee meeting on a monthly basis and as needed, escalated 
to the CSS(E)L Risk Management  Committee or Board Risk 
Committee.

Credit Hedges and Risk 
Mitigation
Counterparty credit risk may be reduced through various forms of 
mitigation, including: credit default swaps, third-party guarantees, 
credit insurance, letters of credit and other written assurances 
(unfunded credit risk mitigation); and collateral or fully-collater-
alised derivatives (forms of funded protection).
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For risk management purposes, the use of unfunded credit risk 
mitigation is subject to a risk transference policy which sets out 
the roles and responsibilities of Credit Risk Management, Gen-
eral Counsel, and the Regulatory Reporting function in ensur-
ing risk mitigation is effective and is given the correct capital 
treatment. In circumstances where the borrower is heavily reliant 
on the protection provider in order to secure the credit, Credit 
Risk Management require the protection provider to be internal-
ly-rated higher than the borrower. The main types of guarantors 
are investment-grade rated insurers, mainly A-rated and above, 
that are active providers of risk mitigation to the CS group on a 
global basis. The  providers of credit default swap (‘CDS’) con-
tracts for risk mitigation are mainly investment-grade rated inter-
national banks and CCPs. The residual risk associated with risk 
transference and concentration to specific protection providers is 
assessed on an -annual basis. The amount of credit risk arising 
from the concentration to protection providers is not considered to 
be material.

The receipt of financial collateral is a key risk management tool 
for securities financing transactions, derivatives, FX, other OTC 
products and share-backed financing. Subject to legally enforce-
able agreements, collateral may be accepted in many different 
currencies and jurisdictions, and the collateral process creates 
potentially significant legal, tax, credit, regulatory and operational 
issues In addition, there may be liquidity issues in running a large 
portfolio of collateral assets and liabilities. CSS(E)L’s strategy 
with respect to collateral is subject to a robust collateral policy, 
which details standards of acceptable collateral (including collat-
eral type, liquidity, quality and jurisdiction), valuation frequency, 
haircuts and agreement type (most agreements are two-way 
arrangements, meaning CSS(E)L may post as well as receive 
collateral). Additionally, limits and thresholds are established for 
the management of collateral concentrations to ensure there is no 
significant build-up of specific collateral types on a portfolio basis. 

However, concentration with respect to cash collateral in major 
currencies is deemed acceptable from a risk management 
 perspective. Similarly, high-quality liquid sovereign bonds are 
 preferred over other less liquid or less stable collateral types. The 
majority of CSS(E)L’s collateral portfolio is made up of cash and 
 liquid securities which are subject to daily valuations.

The policies and processes for collateral valuation and manage-
ment are driven by a legal document framework that is bilaterally 
agreed with clients, and a collateral management risk framework 
enforcing transparency through self-assessment and manage-
ment reporting. For portfolios collateralised by marketable secu-
rities, the valuation is performed daily. Exceptions are governed 
by the calculation frequency described in the legal documenta-
tion. The mark-to-market prices used for valuing collateral are 
a combination of internally-modelled and market prices sourced 
from trading platforms and service providers, where appropriate. 
The management of collateral is standardised and centralised to 
ensure complete coverage of traded products.

Wrong-way Exposures
Wrong-way risk (WWR) arises when CSS(E)L enters into a finan-
cial transaction in which exposure is adversely correlated to the 
credit worthiness of the counterparty. In a wrong-way trading situ-
ation, the exposure to the counterparty increases while the coun-
terparty’s financial condition and its ability to pay on the transac-
tion diminishes. Capturing WWR requires the establishment of 
basic assumptions regarding correlations for a given trading prod-
uct. The management of WWR is integrated within CSS(E)L’s 
overall credit risk assessment approach and is subject to a frame-
work for identification and treatment of WWR, which includes 
governance, processes, roles and responsibilities,  methodology, 
scenarios, reporting, review and escalation. 

A conservative treatment for the purpose of calculating exposure 
profiles is applied to material trades with WWR features. The 
WWR framework applies to OTC, securities financing transac-
tions, loans and centrally cleared trades.

In instances where a material WWR presence is identified, limit 
utilisation and default capital are accordingly adjusted through 
more conservative exposure calculations. These adjustments 
cover both transactions and collateral and form part of the daily 
credit exposure calculation process, resulting in correlated trans-
actions utilising more of the counterparty credit limit. In addition, 
WWR is considered in the scenario risk reporting  processes in 
order to identify areas of potential WWR within the portfolio, a set 
of defined scenarios is run on a monthly basis. The scenarios are 
determined by Credit Risk Management for each counterparty, 
taking into account aspects such as revenue sources, systemic 
relevance of the counterparty and other considerations.
The Front Office is responsible as a first line of defence for iden-
tifying and escalating trades that could potentially give rise to 
WWR. Any material WWR at portfolio or trade level would be 
escalated to senior Credit Risk Management executives and risk 
committees.

Credit Risk Reporting and 
Measurement
The Risk Reporting group is responsible for the production of reg-
ular and ad hoc reporting of credit and counterparty risk, country, 
industry and scenario exposures, in support of internal clients 
such as Credit Officers, senior management, CRO management, 
as well as external stakeholders such as regulators. 

CSS(E)L’s credit exposures are captured in the risk manage-
ment system, where exposures are calculated from various inputs 
including trade data, mark-to-market valuations, economic sensi-
tivities, legal  documentation and jurisdiction, collateral and other 
forms of risk mitigation. The Quantitative Analysis and Technol-
ogy group is responsible for the development and maintenance of 
exposure calculation methodologies.
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Effect of a Credit Rating 
Downgrade
CSS(E)L is subject to contractual and contingent commitments in 
derivative documentation which can be triggered by a credit rating 
downgrade. The additional collateral calls or settlement  payments 
arising from ratings downgrade (3-notch for the 30-day stress or 
2-notch for the 365-day stress) are  quantified according to the 
terms included in the respective legal agreements. Downgrades 
under market, idiosyncratic and combined scenarios are considered 
in the stress assumptions. A liquidity pool made up of ‘high quality 
liquid assets’ (‘HQLA’) is held to mitigate these risks. Collateral 
outflows are based on Credit Support Annex (‘CSA’) thresholds 
and individual terms agreed with counterparts and SPVs. 

Netting
Credit risk mitigation processes under the AIRB and Standardised 
Approaches include on- and off-balance sheet netting and utilis-
ing eligible collateral, as defined in the CRR. 

CSS(E)L transacts bilateral OTC derivatives mainly under Interna-
tional Swaps and Derivatives Association (‘ISDA’) Master Agree-
ment. These agreements provide for the net settlement of all 
transactions under the agreement through a single payment in the 
event of default or termination.

Reverse repurchase and repurchase agreements are generally 
covered by Global Master Repurchase Agreements (‘GMRA’) 
with netting terms similar to ISDA master agreements. In addi-
tion, securities lending and borrowing transactions are generally 
executed under Global Master Securities Lending Agreements 
(‘GMSLA’), with netting terms also similar to ISDA master agree-
ments. In certain situations, for example in the event of default, all 
contracts under the agreements are terminated and are settled in 
one single net payment.

Equity Type Exposures in the 
Banking Book
The classification of equity type exposures into Trading Book 
and Banking Book is made for regulatory reporting purposes. 
The Banking Book includes all items that are not classified in the 
 Trading Book, for example, on the basis that there is no trading 
intent or on the basis of valuation approach or frequency.

For equity type exposures in the Banking Book, risk weights are 
determined using the IRB Simple Risk Weight Approach, which 
differentiates by equity sub-asset types (qualifying private equity, 
listed equity and all other equity positions). The significant major-
ity of CSS(E)L’s Banking Book equity exposures are in the Fund-
Linked Product (‘FLP’) business area. These instruments are 
fair valued for accounting purposes, but fall within the regulatory 
Banking Book category, as valuations are not available suffi-
ciently frequently to meet the standards required for Trading Book 

 eligibility. In the context of business objectives and trading activity, 
the Banking Book positions are indistinguishable from FLP instru-
ments that fall within the regulatory Trading Book category, and 
the positions are actively traded and risk-managed. 

No further disclosure is made concerning cumulative realised 
gains or losses from sales or liquidations in the period and total 
latent revaluation gains or losses on the basis of materiality. 

Standardised Approach to 
Risk Weights
Under the Standardised Approach to risk weights, ratings 
 published by External Credit Assessment Institutions (‘ECAIs’) 
are mapped to Credit Quality Steps (‘CQS’) according to mapping 
tables laid down by the PRA. The CQS value is then mapped to a 
risk weight percentage.

The ECAIs used by CSIUK are Standard & Poor’s, Moody’s and 
Fitch.

Internal Ratings Based Approach
The Basel Framework permits firms a choice between two broad 
methodologies in calculating their capital requirements for credit 
risk by exposure class, the IRB Approach (within which there 
are two variants, Foundation and Advanced) or the Standardised 
Approach. CSS(E)L has received approval from the PRA to use 
the AIRB Approach. 

Under the AIRB Approach, risk weights are determined using 
internal models and risk parameters, whereas under the 
 Standardised Approach, the risk weights are based on regu-
latory prescribed parameters. Credit risk models are reviewed 
and updated on an ongoing basis, reflecting more recent data, 
changes to methodologies, and updated regulatory requirements. 
For those portfolios where CSS(E)L has not received approval 
from the PRA to use the AIRB approach, the Standardised 
Approach is applied.

Currently, the AIRB Approach is used for the majority of expo-
sures whereby internal estimates for probability of default (‘PD’) 
and loss given default (‘LGD’) and credit conversion factors 
(‘CCF’) are used when calculating credit risk capital require-
ments. As prescribed in its AIRB permission, CSS(E)L calculates 
the credit risk capital requirement for equity exposures using the 
Simple Risk Weight Approach.

Rating Models
The majority of the credit rating models used by CSS(E)L are 
developed internally by Core Credit Models, a specialised unit 
within the Quantitative Analysis & Technology department in 
CRO. These models are independently validated by Model Risk 
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Management prior to use in the regulatory capital calculation and 
thereafter on a regular basis (see below). CSS(E)L also uses 
models purchased from recognised data and model providers 
(e.g. credit rating agencies).

All new or material changes to rating models are subject to a 
robust governance process. After development and validation of a 
rating model or model change, the model is reviewed by a number 
of committees where model developers, validators and users of 
the models consider the technical and regulatory aspects of the 
model. The relevant committees consider the information provided 
and decide to either approve or reject the model or model change. 

Model Development
The techniques to develop models are carefully selected by Core 
Credit Models to meet industry standards in the banking industry 
as well as regulatory requirements. The models are developed to 
exhibit ‘through-the-cycle’ characteristics, reflecting a probability 
of default in a 12-month period across the credit cycle.

All models have clearly defined model developers who have pri-
mary responsibility for development, enhancement, review, main-
tenance and documentation. The models are required to pass 
statistical performance tests, where feasible, followed by usability 
tests by designated Credit Risk Management experts to proceed 
to formal approval and implementation. The development process 
of a new model is documented and foresees a separate schedule 
for model updates.

The level of calibration of the models is based on a range of 
inputs, including internal and external benchmarks where avail-
able. Additionally, the calibration process ensures that the esti-
mated calibration level accounts for variations of default rates 
through the economic cycle and that the underlying data contains 
a representative mix of economic states. Conservatism is incor-
porated in the model development process to compensate for any 
known or suspected limitations and uncertainties.

Model Validation
Model validation within CSS(E)L is performed by an indepen-
dent function subject to clear and objective internal standards 
as outlined in the validation policy. This ensures a consistent and 
meaningful approach for the validation of models across all areas 
within CSS(E)L and over time. All models are subject to Model 
Governance and depending on their risk-tiering to independent 
model validation. Where used, externally developed models are 
subject to the same governance and validation standards as inter-
nal models. 

New models and significant changes to existing models must be 
validated and approved before ‘go-live’. A waiver is required to 

allow for use of an unapproved model including unapproved signif-
icant changes to an existing model. 

Existing models are subject to a regular review process which 
requires each model to be periodically revalidated and its perfor-
mance to be monitored. The frequency of the periodic reviews 
and of the ongoing performance monitoring depends on the 
model tier. 

Each validation review is a comprehensive quantitative and quali-
tative assessment aiming:
p to confirm that the model remains conceptually sound and the 

model design is suitable for its intended purpose;
p to verify that model assumptions are still supported and that 

limitations are known and mitigated;
p to confirm that model outputs are in line with realised outcomes;
p to establish whether the model is accepted by the users and is 

used as intended;
p to check whether a model is implemented correctly; and
p to ensure that the model is sufficiently transparent and is well 

documented.

To meet these goals, models are validated against a series of 
quantitative and qualitative criteria, and each validation is notified 
to the model governing committees. Quantitative analyses may 
include a review of model performance (comparison of model out-
put against realised outcome), calibration accuracy against appro-
priate time series, assessment of a model’s ability to rank order 
risk and performance against available benchmarks. Qualitative 
assessment includes a review of the appropriateness of the key 
model assumptions, the identification of the model limitations and 
their mitigation, and further review to ensure appropriate model 
use. The modelling approach is reassessed in light of develop-
ments in academic literature and industry practice.

Shortcomings and required improvements identified by the inde-
pendent validation process must be remediated within an agreed 
deadline. 

Descriptions of the Rating 
Processes
Credit Risk Management policy requires that all credit-bearing 
transactions are approved by Credit Risk Management prior to 
trading. Generally, this approval takes the form of a credit analy-
sis of the counterparty, which includes the assignment of a credit 
 rating. In some cases Credit Risk Management approval may take 
the form of a transaction approval, which may include an indic-
ative rating or no rating. At the time of initial credit approval and 
review, relevant quantitative data (such as financial statements 
and financial projections) and qualitative factors relating to the 
counterparty are used by Credit Risk Management in the models 
and result in the assignment of a credit rating or PD, which mea-
sures the counterparty’s risk of default over a one-year period.



20 Credit Risk

Counterparty and Transaction 
Rating Process
Where rating models are used, the models are an integral part 
of the rating process, and the outputs from the models are com-
plemented with other relevant information from credit officers via 
a model-override framework. CSS(E)L has a PD model (PD- 
Masterscale), which applies to the following types of exposure: 
Banking Book bonds, commercial lending, exchange-traded 
 derivatives, OTC derivatives, secured financing, open trades, 
and uncollateralised loans. The Masterscale PDs are estimated 
through reference to an external database, which contains the 
rating history of issuers over 30 years to the present. Annual 
default rates are calculated for each rating category, with default 
rates forming the basis of the PD calculation. For higher quality 
ratings, where there is relatively little default experience on which 
to base estimates, a low default portfolio (‘LDP’) estimator is 
used. All PDs are floored at 0.03% for all exposure classes with 
the exception of the sovereign asset class, where no floor applies. 
The overrides by credit officers are intended to incorporate infor-
mation not captured by the approved counterparty rating mod-
els. In addition to the information captured by the rating models, 
credit officers make use of peer analysis, industry comparisons, 
external ratings and research and the judgment of credit experts 
to  support their fundamental credit analysis and determine model 
inputs. This analysis emphasises a forward-looking approach, 
concentrating on economic trends and financial fundamentals. 
Where rating  models are not used, the assignment of credit rat-
ings is based on a well-established expert judgement process 
which captures key factors specific to the type of counterparty.

The exposures in scope of CSS(E)L’s LGD model are the same as 
those in the PD model. The main sources of information for LGD 
estimation purposes are data on experienced losses and recov-
eries. The CS group participates in data-pooling in which lending 
institutions contribute historical information on defaulted loans. 
LGDs are discounted and therefore reflect economic losses. They 
also include recovery cost and downturn effects. LGD estimates 
are annually backtested against internal experience.

Exposure at Default (‘EAD’) for loan products is calculated 
following the CCF approach. The scope of CCFs is irrevoca-
ble commitments such as regular loans and contingent liabili-
ties such as letters of credit. For regular loans, a scalar CCF is 
used to convert an undrawn but committed amount into a loan 
equivalent. The EAD is modelled for each facility as the sum 
of the drawn exposure at reference date plus a percentage of 
the undrawn portion of the commitment. The CCF estimate is 
obtained using historical information on realised CCFs. This type 
of calculation requires information on exposures for defaulted 
counterparties both at default and at a given date prior to default 
(i.e. 12 months prior to default). This information is sourced from 
CSS(E)L’s default and loss database. CCFs include downturn and 
conservative add-ons. For contingent liabilities, CCFs are used to 
convert the exposures from drawn products to a cash exposure. 
CCF estimates are annually back-tested against recent internal 
experience. 

For PD, LGD and CCF parameters, there are no deviations from 
the regulatory definition of default and all are applied in the same 
way for central banks and central governments, institutions and 
corporates.

Credit Risk Management has established guidelines for the analy-
sis and rating of all significant counterparty types.  Analysis guide-
lines include the following requirements for specific IRB exposure 
classes:
p Central governments and central banks: The analy-

sis of central governments and central banks must consider 
the  connection to the sovereign. The legal enforceability, 
economic structure and level of development can vary vastly 
from one country to another, in addition to other factors that 
can drive the credit risk of an individual sovereign counter-
party. Credit analysis includes an assessment of connection 
to the  sovereign (for central banks), the legal basis on which 
the counterparty is established, the level of sovereign support 
(implicit or explicit), and a discussion of economic factors, 
including revenue  generation (both current and future), the 
ability to collect additional revenue, current and future financial 
liabilities, access to capital markets, and quality of governance 
and administration. Analysis must also include a review of the 
current credit portfolio, including a summary of risk mitigation 
used to reduce credit exposure.

p Institutions: Analysis of institutions is founded on a review of 
capital adequacy, asset quality, management, earnings, liquid-
ity and funding. Analysis must also consider the counterparty’s 
risk management (e.g. credit, market, interest rate and oper-
ational risk), the counterparty’s industry and franchise, and 
its operating environment, including regulatory environment. 
The credit review must include both quantitative and qualita-
tive factors. The review must cover reported financials, ratios, 
and financial trends both in relation to historical performance 
and relative to peers. Peer analysis provides context for the 
analysis and is required in all reviews unless suitable peers are 
unavailable. Banks and bank holding companies are gener-
ally reviewed at the consolidated entity level, as well as at the 
legal entity level with which CSS(E)L is trading. This approach 
helps to uncover any particularly strong or weak entities within 
a group. To the extent that external ratings and research exist 
(rating agency and/or fixed income and equity), these must be 
reflected in the assessment if relevant. The analysis must also 
encompass relevant media information. As part of the coun-
terparty review, Credit Risk Management is responsible for 
classifying whether certain institutions are ‘regulated’ per spe-
cific regulatory definitions and, if so, for capturing the financial 
institution’s group asset value.

p Corporates: Analysis of corporates includes an overview of 
the company including main business segments, sources of 
revenue, and financial sponsor ownership. Corporate credit 
analysis is a function of the industry in which a company oper-
ates. Therefore industry and peer analysis is to be included in 
the review; if the counterparty competes in a global indus-
try, global competitors may be the most appropriate. The 
 comparisons should include credit ratings as well as finan-
cial metrics appropriate for the industry. Analysis must also 
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include an assessment of specific financial factors, including 
profitability, cash flow adequacy, capital structure (leverage) 
and liquidity. As a minimum, review and peer analyses must 
include the following ratios: debt to earnings before interest, 
taxation, depreciation and amortisation (‘EBITDA’), senior debt 
to EBITDA (if applicable) and net debt to EBITDA; interest 
 coverage based on industry; and debt to capitalisation or debt 
to assets. Finally, where CSS(E)L extends loan facilities con-
taining financial covenants, the review must include an analysis 
of those covenants.

For structured and asset finance deals, the focus is on the perfor-
mance of the underlying assets that represent the collateral of the 
deal. The ultimate rating is dependent upon the expected perfor-
mance of the underlying assets and the level of credit enhance-
ment of the specific transaction. Additionally, a review of the orig-
inator and/or servicer is performed. External ratings and research 
(rating agency and/or fixed income and equity), where available, 
are incorporated into the rating justification, as is any available 
market information (e.g. bond spreads, equity performance).

Transaction ratings are based on the analysis and evaluation of 
both quantitative and qualitative factors. The specific factors 
analysed include seniority, industry and collateral. The analysis 
emphasises a forward-looking approach.

Credit Quality of Assets
The EBA Guidelines for Definition of Default in accordance with 
Article 178 CRR have been implemented for CSi and CSSEL and 
are covered in CS policies and procedures. Counterpart expo-
sures are classified as ‘impaired’ on the occurrence of non-pay-
ment of principal or interest absent any grace period and does 
not require a trigger of >90days. Further counterpart exposures 
where there are indications of unlikeliness to pay are also classi-
fied as impaired. Additionally, the determination of Specific Credit 
Risk Adjustment (‘SCRA’) is based on a valuation methodology 
which depends on whether exposure is Fair Value accounted or 
Accrual Accounted. There is no separate definition used for defi-
nition of a restructured exposure. 

Use of Internal Ratings
Internal ratings play an essential role in the decision-making and 
credit approval processes. CSS(E)L’s internal counterparty rat-
ings system has a 22-grade ratings scale. Ratings are reviewed 

regularly (at least annually), and consideration is given to external 
credit ratings during the review process. The portfolio credit qual-
ity is set in terms of the proportion of investment and non-invest-
ment grade exposures. Investment or non-investment grade is 
determined by the internal rating assigned to a counterparty.

Internal counterparty ratings (and associated PDs), transaction 
ratings (and associated LGDs) and CCFs for loan commitments 
are inputs to RWA calculations. Model outputs are the basis for 
risk-adjusted pricing or assignment of credit competency levels.

The internal ratings are also integrated into CSS(E)L’s risk man-
agement reporting infrastructure and are reviewed in senior risk 
management committees. 

To ensure risk ratings are assigned on a consistent basis, the 
Credit Risk Review function, which is an independent team, 
 performs periodic portfolio reviews on a sampled basis which 
cover, inter alia:
p accuracy and consistency of assigned counterparty/ 

transaction ratings;
p transparency of rating justifications (both the counterparty 

 rating and transaction rating);
p quality of the underlying credit analysis and credit process; and
p adherence to relevant CSS(E)L and CS group credit risk poli-

cies, guidelines, procedures, and documentation checklists.

Credit Risk Review is an independent control function of the 
Board of Directors Risk Committee of the CS group. Credit Risk 
Review presents the findings of its reviews of the CSS(E)L port-
folio to the CSS(E)L Risk Committee at least semi-annually.

Credit Exposures RWA and 
Capital Requirements
The tables in this section contain analyses of credit exposures in 
both the Trading Book and Banking Book.
Loans include all on-balance sheet exposures that give rise to a 
credit risk charge, and exclude debt securities, derivatives, securi-
ties financing transactions and off-balance sheet exposures. 

The geographical distribution is based on country of incorporation 
or the nationality of the counterparty. 

‘Past due’ and ‘Impaired’ are described in Note 2 Significant 
Accounting Policies on page 40-41 of the 2022 Annual Report.
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CR1: Performing and non-performing exposures and related provisions
  Gross carrying amount/nominal amount 

   Collateral and financial 
  Performing exposures guarantees received
    Of which   On performing 

end of 2022 (USD million)    stage 1   exposures 

Cash balances at central banks and other demand deposits  581  581   

Loans and advances  3,418  2,708  1,655 

Credit institutions  2,486  1,815  1,654 

Other financial corporations  931  893  1 

Off-balance-sheet exposures  130  130  130 

Credit institutions  130  130  130 

Total  4,128  3,419  1,786 

CR1-A: Maturity of exposures
      > 1 year      

end of 2022 (USD million)  On demand  <= 1 year  <= 5 years  > 5 years  Total 

Net exposure value           

Loans and advances  593  2,048  44  732  3,418 

Total  593  2,048  44  732  3,418 

CR2: Changes in the stock of non-performing loans and advances – Nil disclosure

CR2a: Changes in the stock of non-performing loans and advances and related net accumulated recoveries – Nil 
disclosure

Specific Credit Risk Adjustments: The movement on provision of 
all impaired loans (including Stage 3 assets) is reported under 
specific credit risk adjustments.

General Credit Risk Adjustments: The movement on provision of 
loans those classified Stage 1 and Stage 2 as per IFRS 9 categori-
sation is reported under general credit risk adjustments.
CSIUK had no general credit risk adjustments as at the end of 2022.

CR3 –  CRM techniques overview:  Disclosure of the use of credit risk mitigation techniques
   Secured carrying amount
  Unsecured    Of which  

end of 2022 (USD million)   carrying amount    secured by collateral 

Loans and advances  2,343  1,655  1,655 

Total  2,343  1,655  1,655 

Loans include all on-balance sheet exposures that give rise to 
a credit risk charge, and exclude debt securities, derivatives, 

securities financing transactions and off-balance sheet 
exposures. 
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CR4 – standardised approach – Credit risk exposure and CRM effects
  Exposures before CCF and CRM  Exposures post CCF and CRM  RWA and RWA density 

  On-balance-  Off-balance-  On-balance-  Off-balance-     

end of 2022 (USD million, except where indicated)  sheet exposures  sheet exposures  sheet exposures  sheet exposures  RWAs  RWAs density (%) 

Exposure classes             

Central governments or central banks  2  –  2  –  2  100% 

Institutions  35  –  35  –  7  20% 

Corporates  314  29  314  29  241  70% 

Institutions and corporates with a short-term              

credit assessment  23  –  23  –  5  20% 

Total  374  29  374  29  255  63% 

CR5 – standardised approach
  Risk weight  

          Of which 

2022 (USD million)  20%  50%  100%  Total  unrated 

Exposure classes           

Central governments or central banks  –  –  2  2  2 

Institutions  35  –  –  35  – 

Corporates  38  143  162  343  162 

Exposures to institutions and corporates with a short-term credit assessment  23  –  –  23  – 

Total  96  143  164  403  164 

CR6-A – Scope of the use of IRB and SA approaches
    Total        

    exposure   Percentage      

    value for   of total      

  Exposure value  exposures   exposure   Percentage   Percentage  
  as defined in   subject to the   value subject   of total   of total  
  Article 166 CRR   Standardised   to the   exposure   exposure  
  for exposures   approach and   permanent   value subject   value subject  
  subject to IRB   to the IRB   partial use   to IRB   to a roll-out  

end of 2022 (USD million)  approach  approach  of the SA (%)  Approach (%)  plan (%) 

Central governments or central banks  47  41  –  100%  – 

Institutions  3,978  767  –  71%  29% 

Corporates  755  1,490  –  98%  2% 

Equity  2  0  100%  –  – 

Other non-credit obligation assets  13  6  100%  –  – 

Total  4,795  2,303  0%  89%  11% 
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CR6 – IRB approach – Credit risk exposures by exposure class and PD range
                Exposure weighted        

  On-balance sheet   Off-balance sheet   Exposure weighted   Exposure post CCF   Exposure weighted     Exposure weighted   average maturity   RWA after     Expected 

A-IRB  exposures  exposures pre CCF  average CCF  and post CRM  average PD (%)  Number of obligors  average LGD (%)  (years)  supporting factors  Density of RWA  loss amount 

end of 2022 (USD million, except where indicated)                       

CENTRAL GOVERNMENTS & CENTRAL BANKS                       

0.00 to <0.15  10  –  –  10  0%  1  52%  1  1  11%  – 

   0.00 to <0.10  10  –  –  10  0%  1  52%  1  1  11%  – 

0.75 to <2.50  37  –  –  37  1%  1  56%  1  93  250%  – 

   0.75 to <1.75  37  –  –  37  1%  1  56%  1  93  250%  – 

2.50 to <10.00  –  –  –  –  3%  1  100%  5  –  382%  – 

   2.5 to <5  –  –  –  –  3%  1  100%  5  –  382%  – 

Sub-total  47  –  –  47  1%  3  55%  1  94  643%  – 

INSTITUTION                       

0.00 to <0.15  1,071  130  –  1,201  0%  48  49%  0  253  21%  – 

   0.00 to <0.10  1,054  130  1.00  1,184  0%  36  48%  1  246  21%  – 

   0.10  to <0.15  17  –  1.00  17  0%  12  64%  1  8  45%  – 

0.15 to <0.25  3  –  –  3  0%  2  100%  1  3  91%  – 

0.50 to <0.75  –  –  –  –  0%  1  56%  0  –  101%  – 

0.75 to <2.50  9  –  –  9  0%  3  100%  1  24  275%  – 

   0.75 to <1.75  –  –  –  –  0%  1  100%  1  –  229%  – 

   1.75 to <2.5  9  –  –  9  0%  2  100%  1  24  275%  – 

2.50 to <10.00  1  –  –  1  0%  2  100%  1  5  387%  – 

   2.5 to <5  –  –  –  –  0%  –  0%  1  –  0%  – 

   5 to <10  1  –  –  1  0%  2  100%  0  5  387%  – 

10.00 to <100.00  –  –  –  –  0%  –  0%  1  –  0%  – 

Sub-total  1,084  130  –  1,214  0%  56  49%  1  285  876%  1 

CORPORATES                       

0.00 to <0.15  559  117  1.00  676  0%  45  56%  5  380  56%  – 

   0.00 to <0.10  522  114  1.00  636  0%  39  56%  5  345  54%  – 

   0.10  to <0.15  37  4  1.00  41  0%  6  58%  5  35  86%  – 

0.15 to <0.25  9  2  1.00  10  0%  1  56%  5  9  90%  – 

0.25 to <0.50  5  1  1.00  6  0%  4  93%  2  7  113%  – 

0.75 to <2.50  –  –  –  –  1%  1  100%  1  –  229%  – 

   0.75 to <1.75  –  –  –  –  1%  1  100%  1  –  229%  – 

2.50 to <10.00  6  –  –  6  3%  3  56%  5  16  260%  – 

   2.5 to <5  6  –  –  6  3%  1  56%  5  16  258%  – 

   5 to <10  –  –  –  –  6%  2  100%  1  –  387%  – 

10.00 to <100.00  2  24  1.00  26  16%  2  56%  3  82  311%  2 

   10 to <20  2  24  1.00  26  16%  1  56%  3  82  311%  2 

   20 to <30  –  –  –  –  28%  1  100%  1  –  619%  – 

Sub-total  582  144  4.00  726  1%  56  57%  5  496  68%  3 

Total (all portfolios)  1,713  274  4.00  1,987  0%  1  160%  7  875  0%  4 

Credit Risk Mitigation is reflected by shifting the PD from that of 
the obligor to that of the guarantor.

AIRB coverage is 77% of the total credit and counterparty credit 
risk RWA SA approach.
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CR6 – IRB approach – Credit risk exposures by exposure class and PD range
                Exposure weighted        

  On-balance sheet   Off-balance sheet   Exposure weighted   Exposure post CCF   Exposure weighted     Exposure weighted   average maturity   RWA after     Expected 

A-IRB  exposures  exposures pre CCF  average CCF  and post CRM  average PD (%)  Number of obligors  average LGD (%)  (years)  supporting factors  Density of RWA  loss amount 

end of 2022 (USD million, except where indicated)                       

CENTRAL GOVERNMENTS & CENTRAL BANKS                       

0.00 to <0.15  10  –  –  10  0%  1  52%  1  1  11%  – 

   0.00 to <0.10  10  –  –  10  0%  1  52%  1  1  11%  – 

0.75 to <2.50  37  –  –  37  1%  1  56%  1  93  250%  – 

   0.75 to <1.75  37  –  –  37  1%  1  56%  1  93  250%  – 

2.50 to <10.00  –  –  –  –  3%  1  100%  5  –  382%  – 

   2.5 to <5  –  –  –  –  3%  1  100%  5  –  382%  – 

Sub-total  47  –  –  47  1%  3  55%  1  94  643%  – 

INSTITUTION                       

0.00 to <0.15  1,071  130  –  1,201  0%  48  49%  0  253  21%  – 

   0.00 to <0.10  1,054  130  1.00  1,184  0%  36  48%  1  246  21%  – 

   0.10  to <0.15  17  –  1.00  17  0%  12  64%  1  8  45%  – 

0.15 to <0.25  3  –  –  3  0%  2  100%  1  3  91%  – 

0.50 to <0.75  –  –  –  –  0%  1  56%  0  –  101%  – 

0.75 to <2.50  9  –  –  9  0%  3  100%  1  24  275%  – 

   0.75 to <1.75  –  –  –  –  0%  1  100%  1  –  229%  – 

   1.75 to <2.5  9  –  –  9  0%  2  100%  1  24  275%  – 

2.50 to <10.00  1  –  –  1  0%  2  100%  1  5  387%  – 

   2.5 to <5  –  –  –  –  0%  –  0%  1  –  0%  – 

   5 to <10  1  –  –  1  0%  2  100%  0  5  387%  – 

10.00 to <100.00  –  –  –  –  0%  –  0%  1  –  0%  – 

Sub-total  1,084  130  –  1,214  0%  56  49%  1  285  876%  1 

CORPORATES                       

0.00 to <0.15  559  117  1.00  676  0%  45  56%  5  380  56%  – 

   0.00 to <0.10  522  114  1.00  636  0%  39  56%  5  345  54%  – 

   0.10  to <0.15  37  4  1.00  41  0%  6  58%  5  35  86%  – 

0.15 to <0.25  9  2  1.00  10  0%  1  56%  5  9  90%  – 

0.25 to <0.50  5  1  1.00  6  0%  4  93%  2  7  113%  – 

0.75 to <2.50  –  –  –  –  1%  1  100%  1  –  229%  – 

   0.75 to <1.75  –  –  –  –  1%  1  100%  1  –  229%  – 

2.50 to <10.00  6  –  –  6  3%  3  56%  5  16  260%  – 

   2.5 to <5  6  –  –  6  3%  1  56%  5  16  258%  – 

   5 to <10  –  –  –  –  6%  2  100%  1  –  387%  – 

10.00 to <100.00  2  24  1.00  26  16%  2  56%  3  82  311%  2 

   10 to <20  2  24  1.00  26  16%  1  56%  3  82  311%  2 

   20 to <30  –  –  –  –  28%  1  100%  1  –  619%  – 

Sub-total  582  144  4.00  726  1%  56  57%  5  496  68%  3 

Total (all portfolios)  1,713  274  4.00  1,987  0%  1  160%  7  875  0%  4 

 

 



26 Credit Risk

 

CR7 – IRB approach – Effect on the RWEAs of credit derivatives used as CRM techniques

end of 2022 (USD million)  Pre-credit derivatives RWA  Actual RWA 

Exposures under AIRB  875  875 

Central governments and central banks  94  94 

Institutions  285  285 

Corporates  496  496 

TOTAL (including FIRB exposures and AIRB exposures)  875  875 

Includes RWA related to the AIRB and simple risk weight 
approaches. 

CR7-A – IRB approach – Disclosure of the extent of the use of CRM techniques
   Credit risk  Credit risk Mitigation methods  
   Mitigation techniques in  the  calculation of RWEAs 

   Funded credit   
   Protection (FCP)  

    Part of exposures      

    covered by   RWEA post all CRM   

end of 2022     Financial   assigned to the obligor  RWEA with 

(USD million, except where indicated)  Total exposures  Collaterals (%)  exposure class  substitution effects 

Exposure classes         

Central governments and central banks  47  –  94  94 

Institutions  1,214  36.48%  285  285 

Corporates  726  –  496  496 

   Of which Corporates – Other  726  –  496  496 

Total  1,987  22.29%  875  875 

CR8 –  RWEA flow statements of credit risk exposures under the IRB approach

end of 2022 (USD million)  Risk weighted exposure amount 

Risk weighted exposure amount as at the end of the previous reporting period  2,178 

Asset size  (601) 

Asset quality  (672) 

Model updates  (17) 

Risk weighted exposure amount as at the end of the reporting period  888 

Includes RWA related to the AIRB and simple risk weight 
approaches.   
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CR9 – IRB approach – Back-testing of PD per exposure class (fixed PD scale)
  Number of          

A-IRB  obligors   Observed   Exposures     Average historical 
  at the end of  average  weighted     annual default 

end of 2022   previous year  default rate (%)  average PD (%)  Average PD (%)   rate (%) 

PD range (%)           

CENTRAL GOVERNMENTS & CENTRAL BANKS           

0.00 to <0.15  1  0.0%  0.0%  0.0%  0.0% 

   0.00 to <0.10  1  0.0%  0.0%  0.0%  0.0% 

0.75 to <2.50  1  0.0%  1.1%  1.1%  0.0% 

   0.75 to <1.75  1  0.0%  1.1%  1.1%  0.0% 

2.50 to <10.00  1  0.0%  3.3%  3.3%  0.0% 

   2.5 to <5  1  0.0%  3.3%  3.3%  0.0% 

INSTITUTIONS           

0.00 to <0.15  54  0.0%  0.1%  0.1%  0.0% 

   0.00 to <0.10  47  0.0%  0.1%  0.1%  0.0% 

   0.10  to <0.15  7  0.0%  0.1%  0.1%  0.0% 

0.15 to <0.25  2  0.0%  0.2%  0.2%  0.0% 

0.50 to <0.75  1  0.0%  0.6%  0.6%  0.0% 

0.75 to <2.50  3  0.0%  1.9%  1.6%  0.0% 

   0.75 to <1.75  1  0.0%  1.1%  1.1%  0.0% 

   1.75 to <2.5  2  0.0%  1.9%  1.9%  0.0% 

2.50 to <10.00  2  0.0%  5.6%  3.3%  0.0% 

   2.5 to <5  2  0.0%  0.0%  3.3%  0.0% 

   5 to <10  –  0.0%  5.6%  0.0%  0.0% 

CORPORATES           

0.00 to <0.15  75  0.0%  0.1%  0.1%  0.0% 

   0.00 to <0.10  55  0.0%  0.1%  0.1%  0.0% 

   0.10  to <0.15  20  0.0%  0.1%  0.1%  0.0% 

0.15 to <0.25  20  0.0%  0.2%  0.2%  0.0% 

0.25 to <0.50  9  0.0%  0.4%  0.4%  0.0% 

0.50 to <0.75  2  0.0%  0.0%  0.6%  0.0% 

0.75 to <2.50  5  0.0%  1.1%  1.3%  0.0% 

   0.75 to <1.75  4  0.0%  1.1%  1.1%  0.0% 

   1.75 to <2.5  1  0.0%  0.0%  1.9%  0.0% 

2.50 to <10.00  4  0.0%  3.3%  5.6%  0.0% 

   2.5 to <5  –  0.0%  3.3%  0.0%  0.0% 

   5 to <10  4  0.0%  5.6%  5.6%  0.0% 

10.00 to <100.00  1  0.0%  16.4%  16.4%  0.0% 

   10 to <20  1  0.0%  16.4%  16.4%  0.0% 

   20 to <30  –  0.0%  28.2%  0.0%  0.0% 

This is a qualitative disclosure for defaulted obligors, and due to 
materiality the average annual rate is not reported. In the year 
2022, there were no new defaulted obligor.
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CR9.1 – IRB approach – Back-testing of PD per exposure class  
(only for PD estimates according to point (f) of Article 180(1) CRR)
    Number of obligors        

  External rating  at the end of  Observed average     Average historical 

end of 2022 (USD million, except where indicated)  equivalent   previous year  default rate (%)  Average PD (%)  annual default rate (%) 

PD range (%)           

CENTRAL GOVERNMENTS & CENTRAL BANKS           

0.00 to <0.15  AAA to BBB+  1  0%  0%  0% 

0.75 to <2.5  BB+ to B+  1  0%  1%  0% 

2.5 to <10  B+ to B-  1  0%  3%  0% 

INSTITUTIONS           

0.00 to <0.15  AAA to BBB+  54  0%  6%  0% 

0.15 to <0.25  BBB+ to BBB  2  0%  0%  0% 

0.50 to <0.75  BB+  1  0%  1%  0% 

0.75 to <2.5  BB+ to B+  3  0%  2%  0% 

2.5 to <10  B+ to B-  2  0%  3%  0% 

CORPORATES           

0.00 to <0.15  AAA to BBB+  75  0%  0%  0% 

0.15 to <0.25  BBB+ to BBB  20  0%  0%  0% 

0.25 to <0.50  BBB to BB+  9  0%  0%  0% 

0.50 to <0.75  BB+  2  0%  1%  0% 

0.75 to <2.5  BB+ to B+  5  0%  1%  0% 

10 to <100  B- to CCC  1  0%  16%  0% 

2.5 to <10  B+ to B-  4  0%  6%  0% 

CR10 –  Specialised lending and equity exposures under the simple risk weighted approach
  On-balance-sheet      Risk weighted   Expected  

end of 2022 (USD million, except where indicated)  exposure  Risk weight  Exposure value  exposure amount  loss amount 

Equity exposures under the simple risk-weighted approach           

Categories           

Private equity exposures  –  190%  –  –  – 

Exchange-traded equity exposures  2  290%  2  6  – 

Other equity exposures  –  370%  –  –  – 

Total  2  –  2  6  – 

CQ1: Credit quality of forborne exposures – Nil disclosure 

CQ2: Quality of forbearance – No applicable disclosure

CQ3: Credit quality of performing and non-performing exposures by past due days 

  Gross carrying amount/nominal amount
  Performing exposures
    Not past due or past due  

end of 2022 (USD million)    ≤ 30 days 

Cash balances at central banks and other demand deposits  581  581 

Loans and advances  3,418  3,418 

Credit institutions  2,486  2,486 

Other financial corporations  931  931 

Off-balance-sheet exposures  130  130 

Credit institutions  130  130 

Total  4,128  4,128 
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CQ4: Quality of non-performing exposures by geography – Nil disclosure

CQ5: Credit quality of loans and advances to non-financial corporations by industry – Nil disclosure

CQ6: Collateral valuation – loans and advances – No applicable disclosure

Q7: Collateral obtained by taking possession and execution processes – Nil disclosure

CQ8: Collateral obtained by taking possession and execution processes – vintage breakdown – No applicable disclosure
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Counterparty Credit Risk

Overview
Counterparty credit risk arises from OTC and exchange-traded 
derivatives, repurchase agreements, securities lending and 
 borrowing and other similar products and activities. The related 
credit risk exposures depend on the value of underlying market 
factors (e.g. interest rates and foreign exchange rates), which can 
be volatile and uncertain in nature. CSS(E)L enters into derivative 
contracts in the normal course of business principally for mar-
ket-making and positioning purposes, as well as for risk manage-
ment needs, including mitigation of interest rate, foreign currency, 
credit and other risks. 

In January 2022, the Standardised Approach for Counterparty 
Credit Risk (‘SA-CCR’) was introduced and is used for all prod-
ucts where there is no model permission. For the majority of OTC 
derivatives, CSS(E)L calculates EAD under the Internal Model 
Method (‘IMM’). The SA-CCR calculation takes into account 
potential future exposure (‘PFE’) and thus may generate expo-
sures greater than the derivative net replacement values.

CCR1 – Analysis of CCR exposure by approach
        Alpha used         

        for computing         

    Potential      regulatory   Exposure  Exposure     

  Replacement   future     exposure    value   value  Exposure   

end of 2022 (USD million, except where indicated)  cost (RC)  exposure  EEPE  value   pre-CRM  post-CRM   value  RWEA 

SA-CCR (for derivatives)  77  42  –  –  1,142  167  167  128 

IMM (for derivatives and SFTs)  –  –  90  1  126  126  126  89 

Of which derivatives and long settlement transactions netting sets  –  –  90  –  126  126  126  89 

Financial collateral comprehensive method (for SFTs)  –  –  –  –  2,598  2,598  2,598  46 

Total  77  42  90  1  3,866  2,891  2,891  263 

Pillar 1 add-ons are not included in the replacement cost or 
PFCE figures in the derivative mark to market disclosure.

CCR2 – Transactions subject to own funds requirements for CVA risk

end of 2022 (USD million)  Exposure value  RWEA 

Total transactions subject to the Advanced method  8  6 

   (i) VaR component (including the 3× multiplier)  –  2 

   (ii) stressed VaR component (including the 3× multiplier)  –  4 

Transactions subject to the Standardised method  139  363 

Total transactions subject to own funds requirements for CVA risk  146  369 

Pillar 1 add-ons are not included in the CVA figure. 

CCR3 – Standardised approach – CCR exposures by regulatory exposure class and risk weights
  Risk weight 

        Total 

end of 2022 (USD million)  20%  50%  100%   exposure value 

Exposure classes         

Institutions  1  21  –  22 

Corporates  –  –  62  62 

Institutions and corporates with a short-term credit assessment  15  –  –  15 

Total exposure value  16  21  62  99 
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CCR4 – IRB approach – CCR exposures by exposure class and PD scale
          Exposure weighted    Density of risk  

end of 2022  Exposure  Exposure weighted    Exposure weighted   average maturity    weighted exposure 

(USD million, unless otherwise indicated)   value   average PD (%)  Number of obligors   average LGD (%)   (years)  RWEA   amounts 

PD scale               

INSTITUTIONS               

0.00% to <0.15%  2,763  0%  16  9%  –  173  6% 

0.15% to <0.25%  1  0%  2  1%  –  –  1% 

2.50% to <10.00%  –  6%  1  100%  5  –  521% 

Sub-total  2,764  0%  19  9%  5  173  6% 

CORPORATES               

0.00% to <0.15%  23  0%  23  56%  3  8  37% 

0.15% to <0.25%  –  0%  1  100%  5  –  165% 

0.25% to <0.50%  2  0%  1  56%  5  1  46% 

0.50% to <0.75%  1  1%  1  56%  5  –  61% 

0.75% to <2.50%  1  2%  4  52%  5  2  221% 

2.50% to <10.00%  –  3%  1  1%  –  –  3% 

100.00% (Default)  2  100%  1  56%  5  2  100% 

Sub-total  29  8%  32  56%  28  13  47% 

Total (all portfolios)  2,793  8%  51  65%  33  186  54% 

CCR5 – Composition of collateral for CCR exposures
    Collateral used in securities 

  Collateral used in derivative transactions   financing transactions (SFTs) 

  Fair value of collateral received  Fair value of collateral posted   

          Fair value of  Fair value of 

end of 2022 (USD million)  Segregated  Unsegregated  Segregated  Unsegregated  collateral received   collateral posted 

Collateral type             

Cash  –  433  –  652  805  1,759 

Debt  –  1,612  –  34  1,678  625 

Equity  –  –  –  –  10  18 

Other  –  –  –  –  6  – 

Total  –  2,045  –  686  2,499  2,402 

Exposures measured under the IMM approach cannot be bifur-
cated between the Netting and Collateral columns. 

CCR6 – Credit derivatives exposures

end of 2022 (USD million)  Protection bought 

Notionals   

Single-name credit default swaps  17 

Total notionals  17 

This table includes the client leg of cleared derivatives.

CCR7 – RWEA flow statements of CCR exposures under the IMM

end of 2022 (USD million)  RWEA 

RWEA as at the end of the previous reporting period  321 

Asset size  (260) 

Credit quality of counterparties  28 

RWEA as at the end of the current reporting period  89 
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CCR8 – Exposures to CCPs – Nil disclosure
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Climate Risk

Overview
Climate-related risks are the potentially adverse direct and indirect 
impacts on the CS group’s financial metrics, operations or rep-
utation due to transitional or physical effects of climate change. 
Climate-related risks could manifest themselves through existing 
types such as credit risk, market risk, non-financial risk, business 
risk or reputational risk.

The CSS(E)L 2022 Annual Report further describes the Climate 
Risk Framework.

Climate Risk Management
Climate-related risks are embedded in our Group-wide risk 
taxonomy as a functional risk driver which typically mani-
fests itself through other traditional risk types. Risk identifica-
tion is performed holistically for all potential manifestations of 

climate-related risks, across all risk types, in order to obtain a 
comprehensive view of potential portfolio and business impacts.

A CSS(E)L-specific climate risk identification exercise is per-
formed on an annual basis to identify material risks for the entity. 
A risk appetite and control framework has been developed and 
is continuing to evolve. CSS(E)L monitors these risks through 
existing internal reports as well as dedicated climate reporting to 
the risk committee containing various metrics. We will continue to 
embed our climate risk appetite and risk management framework 
across our businesses. 

A particular focus for managing climate risk by CSS(E)L Credit 
Risk Management is with respect to counterparties in the Bank-
ing book. The CSS(E)L IB lending gross exposure view for these 
counterparties as aligned to the CS group The Task Force on 
Climate-Related Financial Disclosures (TCFD) is immaterial for 
2022.
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Securitisation

Overview
A traditional securitisation is a structure where an underlying pool 
of assets is sold to a Special Purpose Entity (‘SPE’), which issues 
tranched securities that are collateralised by, and which pay a 
return based on the underlying asset pool.

A synthetic securitisation is a tranched structure where the credit 
risk of an underlying pool of exposures is transferred, in whole or 
in part, through the use of credit derivatives or guarantees that 
serve to hedge the credit risk of the portfolio. In both traditional 
and synthetic securitisations, the performance and/or risk is 
dependent on the seniority of the securitisation position and the 
performance of the underlying asset pool.

Objectives in Relation to Securiti-
sation Activity and CSIUK’s Role
Although CSS(E)L has no securitisations in the Banking Book, it 
has previously acted as derivative counterparty for securitisation 
SPEs. CSS(E)L does hold securitisation positions in its Trading 
Book. CSS(E)L’s key objective in relation to Trading Book secu-
ritisation is to meet clients’ investment and divestment needs 
through its market making role in securitised products across all 
major  collateral types.

CSS(E)L’s exposure resulting from continuing involvement in trans-
ferred financial assets is generally limited to beneficial interests 
typically held in the form of instruments issued by SPEs that are 
senior, subordinated or equity tranches, or derivative instruments.

Beneficial interests, which are fair valued, include rights to receive 
all or portions of specified cash inflows received by an SPE, 
including, but not limited to, senior and subordinated shares of 
interest, principal, or other cash inflows to be ‘passed through’ or 
‘paid through’ residual interests, whether in the form of debt or 
equity. Any changes in the fair value of these beneficial interests 
are recognised in CSS(E)L’s financial statements.

Risks Assumed and Retained
The key risks retained are related to the performance of the 
underlying assets. These risks are summarised in the securitisa-
tion pool level attributes: PDs of underlying loans (default rate), 
severity of loss and prepayment speeds.

The transactions may also be exposed to general market risk, 
credit spread and counterparty credit risk (see below).

Financial models project risk drivers based on market interest 
rates and volatility and macro-economic variables.

For re-securitisation risk, models take a ‘look-through’ approach 
where they model the behaviour of the underlying securities 

based on their own collateral and then transmit that to the re-se-
curitised position.

The impact of liquidity risk for securitisation products is embedded 
within CSS(E)L’s historical simulation model through the incorpora-
tion of market data from stressed periods, and in the scenario frame-
work through the calibration of price shocks to the same period.

Correlation and first-to-default products are valued using a correla-
tion model which uses the market implied correlation and detailed 
market data such as constituent spread term structure and constit-
uent recovery. The risks embedded in securitisation and re-secu-
ritisations are similar and include spread risk, recovery risk, default 
risk and correlation risk. The risks for different  seniority of tranches 
will be reflected in the tranche price sensitivities to each constituent 
in the pools. The complexity of the correlation portfolio’s risk lies in 
the level of convexity and inherent cross risk, for example, the risk 
of large spread moves, and the risk of spread and correlation mov-
ing together. The risk limit framework is designed to address the 
key risks for the correlation trading portfolio.

Management of Credit 
and Market Risk 
CSS(E)L has in place a comprehensive risk management process 
whereby the Front Office and Risk monitor positions and position 
changes, portfolio structure and trading activity and calculate a 
set of risk measures on a daily basis using risk sensitivities and 
loss modelling methodologies.

CSS(E)L has set limits for the purpose of managing its risk in 
relation to securitisations and re-securitisations. These limits 
cover exposure measures, risk sensitivities, VaR and capital mea-
sures with the majority monitored on a daily basis. 

Retained Banking Book exposures for transactions are risk man-
aged on the same basis as similar Trading Book transactions. 
Other transactions are managed in line with their individual struc-
tural or parameter requirements.

Where counterparty credit risk exposure is identified for a 
 particular transaction, there is a requirement for it to be approved 
through normal credit risk management processes with collateral 
taken as required. CSS(E)L may also use various proxies includ-
ing corporate single name and index hedges to mitigate the price 
and spread risks to which it is exposed. Hedging decisions are 
made by the trading desk based on current market conditions and 
will be made in consultation with Risk, requiring approval under 
CSS(E)L’s pre-trade approval governance process. 

Risk monitors portfolio composition by capital structure and col-
lateral type on a daily basis with subordinate exposure and each 
collateral type subject to separate risk limits. In addition, the 
 internal risk methodology is designed such that risk charges are 
based on the seniority the particular security holds in the capital 
structure, the less senior the bond the higher the risk charges.
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Credit Risk Mitigation 
There are no instances where CSS(E)L has applied credit risk 
mitigation approaches to Banking Book securitisation or re-se-
curitisation exposures. CSS(E)L does not typically retain material 
servicing responsibilities from securitisation activities.

In the normal course of business, CSS(E)L may hold tranches 
which have a monoline guarantee. No benefit from these guaran-
tees is currently included in the calculation of regulatory capital.

Calculation of RWA
Securities are classified by the nature of the collateral (e.g. com-
mercial mortgages and corporate loans) and the seniority each 
security has in the capital structure (e.g. senior, mezzanine, sub-
ordinate), which in turn will be reflected in the transaction risk 
assessment. 

For Trading Book securitisations, specific risk of securitisa-
tion transactions is calculated using the IRB or Standardised 
Approach as applicable to the underlying asset type of the securi-
tisation position; general market risk in securitisations is captured 
in  market risk models.

For Banking Book securitisations, the RWA are calculated under 
the available IRB approaches.

Accounting Policies
The accounting policy with respect to special purpose entities 
and recognition of gains on sale for securitisations is described in 
the Significant Accounting Policies Note of the CSS(E)L 2022 
Annual Report, with further information provided in the Interests 
in Other Entities Note (note 28 on page 67). 

The accounting policy with respect to valuation of securitisation 
positions is described in the Financial Instruments Note (page 
69) of the CSS(E)L 2022 Annual Report. The valuation of assets 
awaiting securitisation follows the same policies as for other 
assets, as described in the above Note. The assignment of those 
assets awaiting securitisation to the Banking or Trading Book 
follows the same policies as for other assets, further described in 
the Notes to the CSS(E)L 2022 Annual Report.

The policies for recognising liabilities on the balance sheet for 
arrangements that could require the institution to provide finan-
cial support for securitised assets follow the same policies as 
for other provisions and financial guarantees. These policies 
are described in the Significant Accounting Policies Note of the 
CSS(E)L 2022 Annual Report.

Securitisation Exposures 
There were no exposures securitised by CSIUK outstanding as at 
31 December 2022 in Banking or Trading Book. 

There were no losses, impairments or past due items in relation 
to securitisation positions in the Banking Book exposures as at 
31 December 2022.

Therefore, we do not have anything to disclose for the following 
tables: 
p SEC1 – Securitisation exposures in the non-trading book
p SEC2 – Securitisation exposures in the trading book
p SEC3 – Securitisation exposures in the non-trading book and 

associated regulatory capital requirements – institution acting 
as originator or as sponsor

p SEC4 – Securitisation exposures in the non-trading book and 
associated regulatory capital requirements – institution acting 
as investor

p SEC5 – Exposures securitised by the institution – Exposures 
in default and specific credit risk adjustments
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Market Risk

Overview
Trading activity in CSS(E)L has reduced significantly with remain-
ing risk left in the rates, related to the longevity business booked 
in banking book and credit and equities risks from small residual 
positions. Those risks reside in in the Investment Bank division.

Market Risk Capital Requirements
The following tables detail the components of the CSS(E)L’s 
 capital requirement for market risk (Trading Book unless other-
wise stated):

MR1 – Market risk under the standardised approach

end of 2022 (USD million)  RWEAs 

Outright products   

Foreign exchange risk  99 

Total  99 

MR2-A – Market risk capital requirements under IMA 

Market risk capital requirement (USD million)   2022  2021 

      Capital     Capital  
    RWAs  requirements  RWAs  requirements 

1  VaR (higher of values a and b)  95  8  71  6 

(a)     Spot VaR  32  3  18  1 

(b)     Average of the daily VaR preceding 60 business days * multiplication factor  95  8  71  6 

2  SVaR (higher of values a and b)  236  19  228  18 

(a)     Spot SVaR  68  5  38  3 

(b)     Average of the daily SVaR preceding 60 business days * multiplication factor  236  19  228  18 

3  IRC (higher of values a and b)  9  1  23  2 

(a)     Spot IRC  9  1  6  1 

(b)     Average of the IRC number over the preceding 12 weeks  5  0  23  2 

5  Other  -  -  11  1 

6  Total  340  27  334  27 
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The following table details the RWA flow statement of market risk 
exposures (Trading Book unless otherwise stated):

MR2-B – RWA flow statements of market risk exposures under the IMA

Market risk RWA flow statement (USD million)  VaR  SVaR  IRC  Other  Total RWAs  Total Capital 

1  RWAs at YE2021  71  228  23  11  334  27 

1a  Regulatory adjustment  (15)  (107)  (17)  (0)  (139)  (11) 

1b  RWAs at YE2021 (spot-based)  57  121  6  11  195  16 

2  Movement in risk levels  (61)  8  3  (11)  (58)  (5) 

3  Model updates/changes  107  89  -  -  193  15 

8a  RWAs at YE2022 (spot-based)  103  218  9  -  330  26 

8b  Regulatory adjustment  (7)  18  -  -  10  1 

8  RWAs at YE2022 (spot-based)  95  236  9  -  340  27 

Risk Measurement and 
Management
CSS(E)L has policies and processes in place to ensure that mar-
ket risk is captured, accurately modelled and reported, and effec-
tively managed. Trading and non-trading portfolios are managed 
at various organisational levels, from the specific positions up to 
the overall risk positions at CSS(E)L’s level. CSS(E)L uses mar-
ket risk measurement and management methods in line with reg-
ulatory and industry standards. These include general tools capa-
ble of calculating comparable risk metrics across the CSS(E)L’s 
many activities and focused tools that can specifically model 
unique characteristics of certain instruments or portfolios. The 
tools are used for internal market risk management, internal mar-
ket risk reporting and external disclosure purposes. The principal 
portfolio measurement tools are Value-at-Risk (‘VaR’), scenario 
analysis and sensitivity analysis, which complement each other 
in measuring the market risk at the Company’s level. CSS(E)L 
regularly reviews its risk management techniques and policies are 
regularly reviewed to ensure they remain appropriate.

The principal portfolio measurement tools CSS(E)L uses are 
Value-at-Risk (‘VaR’), Incremental Risk Charge (‘IRC’), scenario 
analysis and sensitivity analysis, which complement each other 
in measuring the market risk at CSS(E)L’s level. Internal Models 
Approach (‘IMA’) models are used to quantify market risk capital 
requirements in the Trading Book along with foreign exchange 
and commodity risks in the Banking book for regulatory capi-
tal purposes. The trading portfolio includes a majority of trading 
assets and liabilities, selected fair valued securities, other invest-
ments, other assets (mainly derivatives used for hedging and 
loans), short-term borrowings, long-term debt and other liabilities 
(mainly derivatives used for hedging).

Scope of IMA Calculations:  
Criteria for Inclusion in the 
Trading Book
Trading Book classification is one of the criteria for inclusion 
of positions in the scope of calculations for regulatory capital 
requirements under the IMA as defined in the IMA waiver.

CSS(E)L falls within the scope of the CS group’s Trading Book 
 Policy. The policy sets out the principles for the classification of 
products between Trading and Banking Book for the purpose of 
regulatory capital and market risk measurement. Specifically, it 
sets out the criteria that must be met in order to allocate positions 
to the Trading Book. The policy is common to all entities within 
the CS group and adherence to its requirements is mandatory.

The criteria for Trading Book classification are, principally, that the 
position must be a transferable or hedgeable financial instrument; 
that there must be trading intent or a hedging relationship with 
another Trading Book item; and that daily fair value methodology 
must be applied for regulatory and risk management  purposes. 
The fair value methodology is itself the subject of policies, pro-
cedures and controls that exist separately as part of the overall 
 valuation process operated across the CS group.

In addition to the policy document, the governance arrangements 
relating to the Trading Book classification, management and con-
trol incorporate a number of components. These include a Trading 
Book Eligibility Committee which is responsible for i) reviewing 
and approving (or rejecting) proposed transfers between Trading 
and Banking Books, and ii) reviewing complex Trading/Banking 
Book classification decisions. Trading Book status is subject to 
re-validation by Product Control each year, and additionally on an 
ad-hoc basis when required.
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Internal Models Approach (‘IMA’) 
framework
The key components of the market risk IMA framework are 
VaR (intended as both regulatory VaR and stressed VaR) and 

Incremental Risk Charge (‘IRC’). This is complemented by a Risks 
Not In VaR (‘RNIV’) Framework.

Within the CSS(E)L’s IMA framework, risk metrics for the period 
are summarised as follows:

MR3 – IMA values for trading portfolios

IMA Metrics (USD million)   2022  2021 

VaR (10 day 99%)       

1  Maximum value  5  68 

2  Average value  2  11 

3  Minimum value  1  1 

4  Period end  3  1 

SVaR (10 day 99%)       

5  Maximum value  9  97 

6  Average value  5  17 

7  Minimum value  3  2 

8  Period end  5  3 

IRC (99.9%)       

9  Maximum value  1  102 

10  Average value  0  20 

11  Minimum value  0  1 

12  Period end  1  1 

CSS(E)L has received IMA permission from the PRA for calcu-
lating Trading Book market risk capital requirements along with 
foreign exchange and commodity risks in the Banking book. 
CSS(E)L applies the IMA framework to to all the positions in its 
Trading book, except correlation products (including ABS posi-
tions) that are capitalised via standardised rules for specific risk, 
as set out in the CRR.  It continues to seek regulatory approval 
for ongoing enhancements to the IMA framework where appli-
cable. The VaR model does not cover all identified market risk 
types, and the Company also captures RNIV through market risk 
capital add-ons. 

Value-at-Risk
CSS(E)L uses a historical simulation approach in modelling VaR. 
The VaR model used for Risk Management purpose is calculated 
as a 98th percentile one-tailed confidence interval using a 1-day 
holding period and for Regulatory purpose is calculated as a 99th 
percentile one-tailed confidence interval using a 10-day holding 
period. Both measures use a 2-year data period which is updated 
weekly and apply exponential weighting with a time decay factor 
of 0.994 to provide sufficient responsiveness to market regime 
changes. For Regulatory Stressed VaR (‘SVaR’), CSS(E)L uses 
a 99th percentile, one-tailed confidence interval for a 1-year data 
period of significant financial stress without a time decay factor. 
No difference exists between the SVaR model used for manage-
ment purposes and the model used for regulatory purposes.

The holding period of the VaR metrics is modelled directly using 
overlapping returns. There are two approaches used to model 
general and specific risk:
p Full Simulation approach: This approach uses an individual 

risk factor for each security. Therefore, for each security, this 
approach incorporates both specific risk and general risk within 
the same risk factor. 

p Regression approach: This approach uses a common risk 
factor across related securities in conjunction with addi-
tional specific risk add-ons for each security. This modelling 
approach segregates historical price variations into general 
and specific risk components.

Under the Full Simulation approach, scenario P&Ls incorporat-
ing both specific and general risk are aggregated in the Historical 
Simulation VaR via individual risk factor time series. Under the 
Regression approach, scenario P&Ls corresponding to general 
risk are aggregated in the Historical  Simulation VaR, while for 
each specific risk, a VaR is calculated by applying either a 1st or a 
99th percentile historical move (depending on the direction of the 
position). Specific risk VaR components are then aggregated with 
Historical Simulation VaR under a zero  correlation assumption 
(square root sum of squares).

CSS(E)L’s VaR model uses Full Revaluation, Partial Revaluation 
or Taylor Series approximation, depending on the complexity of 
underlying risk factors. Full Revaluation and Partial Revaluation 
approaches are in place for non-linear risk factors and use the 
same Front Office valuation models that are used for fair valuation 
purposes:
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p Under Full Revaluation, scenario P&L is calculated by fully re- 
evaluating every historical scenario. Given the required compu-
tational cost, Full Revaluation is generally reserved for non-lin-
ear products with material dependence on multiple risk factors 
and their associated hedges. 

p Under Partial Revaluation, P&L is calculated by re-evaluating 
pre-determined nodes of a ladder or grid of possible mar-
ket moves. Scenario P&L is then calculated by interpolation 
between ladder and grid nodes. Partial Revaluation is an effi-
cient and accurate approach for products with low dimensional-
ity (in terms of the number of material risk  drivers). Typically, a 
grid has two dimensions, representing spot price and volatility.

The methods used to simulate the potential movements in risk 
factors are primarily dependent on the risk types. For risk types 
pertaining to equity prices, FX rates and volatilities, the returns are 
modelled as a function of proportional historical moves. For certain 
spread risks, the returns are modelled as a function of absolute his-
torical moves. For some risk types, such as swap spreads and EM 
credit spreads, a mixed approach is used.

Stress testing applied to the modelling parameters is performed on 
a periodic basis to ensure model stability and robustness against 
adverse market environments. For this purpose, impacts from large 
changes in inputs and model parameter are simulated and assessed 
against expected model outputs under different stressed scenarios.

Stressed Value-at-Risk
SVaR is calculated as a 10-day 99th percentile with no time 
decay factor and uses a 1-year time period corresponding to sig-
nificant financial stress for the legal entity’s current portfolio. The 
SVaR measure is identical to the Regulatory VaR in the  following 
aspects:
p 10-day VaR is modelled directly using overlapping 10-day returns. 
p Use of the same individual VaR risk types and aggregation 

methodology. 
p The same coverage of the positions/underlying securities 

using time series market data. 
p The same set of relevant trading book positions. 
p The same IT infrastructure. 
p The same valuation approach. 

The stress period chosen is reviewed on a monthly basis and 
includes all possible 1-year SVaR windows from 2006 on, rolling 
by one month. Regulatory SVaR is maximised for the average of 
the preceding 60 days of actual positions for all SVaR windows 
within the review. The valuation approach used in selecting the 
maximising SVaR window is generally the same as for calculating 
Regulatory VaR. The only exception concerns exotic Equity deriv-
atives positions where the Regulatory VaR calculation uses a Full 
Revaluation approach. Given the computational cost of calculating 
Full Revaluation over the period from 2006 until the present date 
during the SVaR window review, Full Revaluation is used for the 
most recent two-year period and selected stressed periods. For 
all other periods, a sensitivity-based approximation is used for the 

identification of the maximising SVaR window. The appropriate-
ness of this approach is monitored on a weekly basis by calculat-
ing the Full Revaluation and sensitivity-based metrics for a single 
portfolio date over the full set of candidate windows.

The SVaR window for the CSS(E)L as of the December 2022 
month-end assessment is April 2008 – March 2009.

Data standards
CSS(E)L imposes robust requirements around minimum data 
standards, which ensure the accuracy and reliability of data and 
parameters used in the VaR model. It operates a global function 
responsible for data validation, aggregation and reporting, and 
has established operational procedures which are based on the 
policies outlined in the Market Risk and Enterprise Risk Con-
trol Framework. The procedures describe the business process 
and controls applied to verify the completeness and accuracy 
of the system feeds received for sensitivities and key risk data 
attributes. These controls include verifying the Market Risk data 
inputs received from upstream systems, validating the Market 
Risk sensitivities and performing reconciliations. The controls 
include automated reviews for data completeness, validation 
checks to ensure report completeness and accuracy, including 
review of breaches, backtesting exception process review, large 
moves analysis, and report review. The controls are identified, 
documented, and are subjected to ongoing monitoring for effec-
tiveness including supervisory oversight and control governance.

For validating the accuracy of data, CSS(E)L executes a T+1 
process. Data delivery agreements are monitored by the Risk 
and Finance IT teams. The Global Data Validation, Aggregation & 
Reporting function may modify the risk data to normalise it across 
the sources, enrich the data to infer internal model parameter 
inputs or additional attributes for reporting and MI purposes, etc. 
The function also makes adjustments for mis-booking or valuation 
errors from Front Office valuation systems.

The VaR model is subject to internal governance including valida-
tion by a team of modelling experts that are independent from the 
model developers. Validation includes identifying and testing the 
model’s assumptions and limitations, investigating its performance 
through historical and potential future stress events, and testing 
that the live implementation of the model behaves as intended.

CSS(E)L employs a range of different control processes to help 
ensure that the models used for market risk remain appropriate 
over time. As part of these control processes, a dedicated Model 
Approval and Control Committee meets regularly to review the 
model performance and approve any new or amended models.

Value-at-Risk Backtesting
Various techniques are used to assess the accuracy of the VaR 
model used for trading portfolios, including backtesting. In line 
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MR4 – Comparison of VaR estimates with gains/losses
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with industry practice, CSS(E)L undertakes backtesting using 
both actual and hypothetical daily trading revenues. Actual and 
hypothetical daily trading revenues are compared with a regula-
tory 99% VaR calculated using a one-day holding period. A back-
testing exception occurs when the actual and hypothetical daily 
trading loss exceeds the daily VaR estimate. 

For capital purposes, a backtesting addend is added for every 
backtesting exception over four in the prior rolling 12-month 
period. This is calculated using the higher number of excep-
tions under either actual or hypothetical daily trading revenues. 
The backtesting addend is to zero as the number of backtesting 
exception was 3 in 2022 (2021: one).

Fig. 2      

    Hypothetical     Exception   

Date  Actual P&L  P&L  VaR  Category  Exception Summary 

All figures in USD millions           

30.09.22  -2.1  -2.1  0.8  Hypothetical P&L  Hypothetical and Actual negative exception is mainly driven by losses in the Counterparty  
        Actual P&L  Portfolio Management business within the Investment Bank division. USD -2.1mn PnL is primarily  
          driven from CAV Lon desk UKRPI inflation delta in long end of the tenor mainly in 30Y and 50Y  
          as it increased by 37.5bps DoD UKRPI index has increased by 37.5bps in 30Y and 50Y tenors  
          which are the largest positive DoD moves in the past two years. 

29.09.22  -1.5  -1.5  0.8  Hypothetical P&L  Hypothetical and Actual negative exception is mainly driven by losses in the Counterparty  
        Actual P&L  Portfolio Management business within the Investment Bank division. USD -1.5mn PnL is  
          primarily driven by CAV London desk from GBP Inflation delta in 30Y and 50Y tenors as  
          UKRPI rates have increased by +29.5bps and +28.75 bps in 30Y and 50Y tenors respectively.  
          These DoD market moves in UKRPI inflation rate are second largest DoD moves in the past  
          two years. 

28.09.22  -0.9  -0.9  0.9  Hypothetical P&L  Hypothetical negative exception is mainly driven by losses in the Counterparty Portfolio  
          Management business within the Investment Bank division.  
          USD -0.9mn PnL is primarily driven from CAV Lon Desk GBP IRDELTA DV01 in 50Y tenor as  
          GBP swap rates have decreased by -58bps DoD in 50Y tenor. These market moves are  
          driven on the back of BoE statement that it would make temporary purchases of long- 
          dated bonds. These DoD market moves in GBP swap rate are largest DoD negative moves  
          in the past two years. 
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Incremental Risk Charge
IRC capitalises issuer default and migration risk in the trading 
book, such as bonds or credit default swaps, but excludes secu-
ritisations and correlation trading. CSS(E)L has received PRA 
approval to use the IRC model within the Specific Risk Capital 
Framework for the Company. CSS(E)L continues to seek regula-
tory approval for ongoing enhancements to the IRC methodology, 
and the IRC model is subject to regular reviews by the PRA.

The IRC model assesses risk at 99.9% confidence level over a 
one-year time horizon assuming the Constant Position Assump-
tion, i.e. a single liquidity horizon of one year. This corresponds 
to the most conservative assumption on liquidity that is available 
under current IRC regulatory rules. 

The IRC portfolio model is a Merton-type portfolio model designed 
to calculate the cumulative loss at the 99.9% confidence level. 
The model’s design is based on the same principles as industry 
standard credit portfolio models including the Basel II AIRB model.

As part of the exposure aggregation model, stochastic recovery 
rates are used to capture recovery rate uncertainty, including the 
case of basis risks on default, where different instruments issued 
by the same issuer can experience different recovery rates. 

In order to capture systematic risks in the IRC model, a multifac-
tor asset correlation framework is used.

To achieve the IRB soundness standard, CSS(E)L uses IRC 
parameters that are either based on the AIRB reference data sets 
(migration matrices including PDs, LGDs, LGD correlation and vol-
atility), or parameters based on other internal or external data cov-
ering more than ten years of history and including periods of stress.  

Scenario Analysis
Stress testing complements other risk measures by quantifying 
the potential losses arising from moves across financial markets 
in response to plausible external events. The majority of scenario 
analysis calculations performed are specifically tailored toward 
the risk profile of particular businesses and limits may be estab-
lished for some of them. In addition, to identify areas of risk 
concentration and potential vulnerability to stress events at the 
Company’s level, a set of scenarios is consistently applied across 
all businesses to assess the impact of significant, simultaneous 
movements across a broad range of markets and asset classes. 
Additionally, scenarios targeted at a specific market, product or 
risk type are used to better understand the risk profiles and con-
centrations, to monitor and control the exposure.

Scenarios can be defined with reference to historic events or 
based on forward-looking, hypothetical events that could impact 
the CSS(E)L’s positions, capital, or profitability. The scenarios used 
within the Company are reviewed at the relevant risk committees 
as well as by a dedicated scenario design forum. The scenarios 
used within the Company continuously evolve to reflect changes in 
market conditions and any change in business strategy.

Sensitivity analysis
The sensitivity analysis for the trading activities includes a wide 
range of measures such as sensitivities, both net and gross, long 
and short, notional and sensitivity impacts under scenarios. This 
family of measures allow to quantity the potential profit or loss 
resulting from specified, generally small, hypothetical shocks to 
market factors.

Similarly to stress testing, the majority of sensitivity analysis calcu-
lations performed are specifically tailored towards the risk profile 
of particular businesses and limits may be established for some of 
them. Sensitivity analysis may also be used to identify, monitor and 
control areas of risk concentration at the Company’s level across a 
broad range of markets, products and asset classes.

VaR, stress testing and sensitivity analysis are fundamental ele-
ments of the Company’s risk control framework. Their results are 
used in risk appetite discussions and strategic business planning, 
and support the Company’s internal capital adequacy assess-
ment. VaR, scenario and sensitivity calculations are conducted on 
a regular basis and the results, trend information and support-
ing analysis are reported to the Board, senior management and 
shared and discussed with the business lines.
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Non-Financial Risk 

Non-financial risk is the risk of an adverse direct or indirect 
impact originating from sources outside the financial markets, 
including but not limited to operational risk, technology risk, cyber 
risk, compliance risk, regulatory risk, legal risk and conduct risk. 
Non-financial risk is inherent in most aspects of our business, 
including the systems and processes that support our activities.

Conduct Risk
CSS(E)L considers conduct risk to be the risk that improper 
behaviour or judgment by our employees may result in a nega-
tive financial, non-financial or reputational impact to our clients, 
employees or the Company, or negatively impact the integrity of 
the financial markets. Conduct risk may arise from a wide variety 
of activities and types of behaviours. A group-wide definition of 
conduct risk supports the efforts of our employees to have a com-
mon understanding of and consistently manage and mitigate our 
conduct risk. Further, it promotes standards of responsible con-
duct and ethics in our employees. Managing conduct risk includes 
consideration of the risks generated by each business and the 
strength of the associated mitigating controls. Conduct risk is also 
assessed by reviewing and learning from past incidents within the 
group and at other firms in the financial services sector.

CSS(E)L seeks to promote responsible behaviour through the 
Code of Conduct, which provides a clear statement on the con-
duct standards and ethical values that the Company expects of 
its employees and members of the Board, so that it maintains and 
strengthens its reputation for integrity, fair dealing and measured 
risk-taking. In addition, our cultural values, which include inclusion, 
meritocracy, partnership, accountability, client focus, and trust, are 
a key part of the Company’s effort to embed its core values into its 
business strategy and the fabric of the organisation.

The Code of Conduct and the set of Cultural Values are linked to the 
employee performance assessment and compensation processes.

Technology Risk
Technology risk deserves particular attention given the complex 
technological landscape that covers our business model. Ensuring 
that confidentiality, integrity and availability of information assets 
are protected is critical to our operations.

Technology risk is the risk that technology system-related failures, 
such as service outages or information security incidents, may dis-
rupt business activities. Technology risk is inherent not only in the 
Company’s IT assets, but also in the people and processes that 
interact with them including through dependency on third-party 
suppliers and the worldwide telecommunications infrastructure. 
CS group seeks to ensure that the data used to support key busi-
ness processes and reporting is secure, complete, accurate, avail-
able, timely and meets appropriate quality and integrity standards. 
CS group requires the Company’s critical IT systems to be identi-
fied, secure, resilient and available to support its ongoing operations, 

decision-making, communications and reporting. CSS(E)L systems 
must also have the capability, capacity, scalability and adaptability to 
meet current and future business objectives, the needs of its cus-
tomers and regulatory and legal expectations. Failure to meet these 
standards and requirements may result in adverse events that could 
subject us to reputational damage, fines, litigation, regulatory sanc-
tions, financial losses or loss of market share. Technology risks are 
managed through the Company’s technology risk management pro-
gram, business continuity management plan and business contin-
gency and resiliency plans. Technology risks are included as part of 
the Company’s overall enterprise risk and control assessment based 
upon a forward-looking approach focusing on the most significant 
risks in terms of potential impact and likelihood.

Cyber Risk
Cyber risk, which is part of technology risk, is the risk that the 
Company will be compromised as a result of cyber-attacks, secu-
rity breaches, unauthorised access, loss or destruction of data, 
unavailability of service, computer viruses or other events that 
could have an adverse security impact. Any such event could 
subject the Company to litigation or cause it to suffer a financial 
loss, a disruption of its businesses, liability to its clients, regula-
tory intervention or reputational damage. CS group could also be 
required to expend significant additional resources to modify the 
Company’s protective measures or to investigate and remediate 
vulnerabilities or other exposures.

CSS(E)L recognises that cyber risk represents a rapidly evolving 
external risk landscape. The financial industry continues to face 
cyber threats from a variety of actors who are driven by monetary, 
political and other motivations. CSS(E)L actively monitors external 
incidents and threats and assesses and responds accordingly to 
any potential vulnerabilities that this may reveal. CSS(E)L is also 
an active participant in industry forums and information exchange 
initiatives and engages in regulatory consultation on this subject.

CS group has an enterprise-wide Cybersecurity Strategy to pro-
vide strategic guidance as part of its efforts to achieve an opti-
mised end-to-end security and risk competence that enables 
a secure and innovative business environment, aligned with 
CS group risk appetite.  CS group’s technology security team 
leverages a wide array of leading technology solutions and indus-
try best practices to support its ability to maintain a secure perim-
eter and detect and respond to threats in real time.

CSS(E)L regularly assesses the effectiveness of our key controls 
and conducts ongoing employee training and awareness activi-
ties, including for key management personnel, in order to embed 
a strong cyber risk culture.  As part of the Enterprise and Risk 
Control Framework, the CSS(E)L Board as well as the CSS(E)L 
risk management committee are given updates on the broader 
technology risk exposure.

Senior management, including the CSS(E)L Board and its Risk 
Committee are regularly informed about broader technology risk 
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exposure and the threats and mitigations in place to manage 
cyber incidents. Notable incidents are escalated to the RMC 
together with lessons learned and mitigation plans. Related busi-
ness continuity and cyber incident response plans are rehearsed 
at all levels, up to and including the Board.

Evaluation and management 
of non-financial risks
We aim to maintain the integrity of our business, operations and 
reputation as a core principle guiding the management and over-
sight of non-financial risks by ensuring that our day-to-day opera-
tions are sustainable and resilient, do not expose us to significant 
losses and enable our employees to make decisions and conduct 
business in line with our values and desired reputation as a firm.

Each business area and function is responsible for its risks and 
the provision of adequate resources and procedures for the man-
agement of those risks. They are supported by the designated 
second line of defence functions responsible for independent 
risk and compliance oversight, methodologies, tools and report-
ing within their areas as well as working with management on 
non-financial risk issues that arise. Businesses and relevant con-
trol functions meet regularly to discuss risk issues and identify 
required actions to mitigate risks.

The Non-Financial Risk function oversees the established NFRF, 
providing a consistent and unified approach to evaluating and 
monitoring the Bank’s non-financial risks. Non-financial risk 
appetites are established and monitored under the CS group-
wide risk appetite framework, aligned with the NFRF which sets 
common minimum standards for non-financial risk and control 
processes and review and challenge activities. Risk and control 
assessments are in place for the Bank, consisting of the risk 
and control self-assessments and compliance risk assessment. 
Key non-financial risks are identified annually and represent the 
most significant risks requiring senior management attention. 
Where appropriate, remediation plans are put in place with own-
ership by senior management and ongoing oversight by relevant 
committees.  

Governance of non-financial risks 
Effective governance processes establish clear roles and respon-
sibilities for managing non-financial risks and define appropriate 
escalation processes for outcomes that are outside expected 
levels. We utilise a comprehensive set of policies and procedures 
that set out how employees are expected to conduct their activ-
ities, including clearly defined roles for each of the three lines of 
defence to achieve appropriate segregation of duties.

Non-Financial Risk is responsible for setting minimum standards for 
managing non-financial risks at the CS group level. This includes 
ensuring the cohesiveness of policies and procedures, tools and 
practices throughout the Group, particularly with regard to the 

identification, evaluation, mitigation, monitoring and reporting of 
these risks. Other second line of defence oversight functions are 
responsible for setting supplemental policies and procedures where 
applicable. 

Non-financial risk exposures, metrics, issues and remediation 
efforts are discussed in various risk management committees 
across the organisation, including in the Non-Financial Risk and 
Resilience Committee (‘NFRRC’) which escalates to the ExB 
RMC, and in divisional risk management committees and relevant 
thematic risk committees which escalate to the NFRRC. Key, 
significant and trending non-financial risk themes are discussed 
in governance forums where appropriate, including risk themes 
that may emerge due to significant internal or external events and 
any corresponding tactical or strategic control enhancements that 
may be required in order to maintain adequate internal controls in 
response to such events.

For conduct risk, periodic monitoring of metrics is based on 
thresholds set by severity level, with material trends identified and 
escalated as appropriate to senior management.

bottom-up process collating the main themes arising from the 
RCSA and compliance risk assessment processes. Where appro-
priate, remediation plans are put in place with ownership by senior 
management. 

Stress Testing, Scenarios and 
Capital Modelling
CSS(E)L uses the Basic Indicator Approach to determine its Pil-
lar 1 capital requirement in respect of operational risk. 

Pillar 2 assesses those risks that are relevant to the firm but are 
not captured, or not fully captured, under Pillar 1. An assessment 
of Pillar 2 is conducted at least annually as part of the Internal 
Capital Adequacy Assessment Process (‘ICAAP’) and sets a 
Total Capital Requirement (‘TCR’) that is the sum of the Minimum 
Capital Requirement and Pillar 2A.

For Pillar 2A, a capital adequacy assessment is conducted by 
combining both historical loss incidents, scenarios and business 
expert judgment.  Historical operational risk loss benchmarks 
(internal and external) and operational risk scenarios are used to 
determine the respective exposure under a qualitative framework.

CSS(E)L uses its operational risk models and the qualitative 
framework for regulatory capital calculations, operational loss 
projections, external financial disclosures, and other purposes. 
It is therefore necessary that each operational risk model and 
qualitative framework is subject to comprehensive, rigorous and 
consistent development within a modelling framework. This miti-
gates model risk, ensuring that models function according to the 
intended purpose and are compliant to all applicable regulatory 
requirements. 
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Scenarios are developed and leveraged for the operational risk 
capital adequacy assessment process within a rigorous framework. 
The scenarios are a risk management tool that outline hypothetical 
events that may occur in relation to key or material risks

An assessment of Pillar 2B through stress testing is assessing 
those risks that will be impacted under macroeconomic stress in 
order to derive a capital buffer to be held over and above Pillar 2A.

OR1 – Operational risk own funds requirements and risk-weighted exposure amounts
      Risk 

       weighted 

Banking activities  Relevant indicator  Own funds   exposure 

end of 2022 (USD million)  2019  2020  2021  requirements  amount 

Banking activities subject to basic indicator approach (BIA)  1,269  1,253  544  153  1,916 
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Reputational Risk

Overview
CSS(E)L highly values its reputation and is fully committed to 
protecting it through a prudent approach to risk-taking, and 
responsible approach to business. This is achieved through use 
of dedicated processes, resources and policies focused on iden-
tifying, evaluating, managing and reporting potential reputational 
risks. This is also achieved through applying the highest stan-
dards of personal accountability and ethical conduct as set out in 
the CS group Code of Conduct, and the Company’s approach to 
Cultural Values.

CSS(E)L acknowledges that as a large global financial institution, 
with a wide range of businesses and stakeholders, it may be sub-
ject to general criticism or negative perception from time to time 
which may negatively impact its reputation.  

CSS(E)L also acknowledges that it will knowingly engage in 
specific activities where opinions may vary depending on the 
perspective and standpoint of each party, and which may lead to 
negative perception from some stakeholders.

In both these cases, CSS(E)L accepts reputational risk only where 
the Company can justify at the time decisions are taken that:
p The activity is in line with the stated Code of Conduct, and 

Conduct and Ethics Standards 
p Informed judgment is exercised in line with the internal sector 

policies and thematic guidelines, including region specific con-
cerns or mitigation, where applicable.

CSS(E)L has no appetite for engaging in activity that exposes the 
Company to reputational risk where these conditions are not met.

CSS(E)L has adopted the CS Global Policy on Reputational Risk 
(‘the Policy’) which states that all personnel are responsible for 
-assessing the potential reputational impact of any activity in 
which they engage, and for determining  Whether those activi-
ties require submission for review through the Reputational Risk 
Review Process (‘RRRP’).  

How Risks are Managed 

The Reputational Risk Review Process is a senior level indepen-
dent review of issues that may have an impact on the Bank’s rep-
utation. It is supported by the RRRP Tool which is a web-based 
tool for processing submissions. Any employee who determines 
that they are engaged in, or considering an activity that may put 
the Bank’s reputation at risk must submit that activity through 
the RRRP for review before the Bank is committed to pursuing or 
executing it from a legal or relationship standpoint.

Process and Governance

The ExB RMC has oversight for Reputational Risk management 
and has appointed the Financial Risk Committee (‘FRC’) respon-
sible for appetite, and the Group Client Risk Committee (‘GCRC’) 
and Divisional Client Risk Committees (‘DCRCs’) responsible for 
client onboarding, transactions and investment reviews. Reputa-
tional Risk Management consists of a Reputational Risk Frame-
work function and divisional/ regional Reputational risk offices 
supporting the RRRP. 

Reputational Risk Approvers (“RRAs”) are subject matter experts 
and senior risk managers independent from the business. All RRA 
decisions in the RRRP are predicated on the relevant Divisional 
Approver’s (“DA”) review and approval. The RRA is responsible 
for holistically assessing whether the identified reputational risks 
and the mitigation presented by the business (and other support 
areas) is acceptable and the proposed activity is within the Bank’s 
risk appetite for reputational risk.

The RRA may also escalate a submission to the IB EMEA Divi-
sional Client Risk Committee (‘DCRC’) or Group Client Risk 
Committee (‘GCRC’) based on the applicable DCRC / GCRC 
escalation criteria, or at their discretion. The DCRC is comprised 
of senior regional management from the divisions, corporate func-
tions and CSS(E)L entity management. Clients deemed to carry 
the highest compliance and reputational risks are escalated to the 
GCRC. Once a submission has been escalated, the final decision 
cannot be taken until the escalation process has been concluded.

From a UK perspective, DAs are aligned to the appropriate Senior 
Manager under the UK SMR, and have a supervisory responsibil-
ity to be accountable for the business booked out of their division 
into the UK legal entities.
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Liquidity Risk

Overview
Liquidity risk is risk that CSS(E)L will not be able to efficiently 
meet both expected and unexpected current and future cash flow 
and collateral needs without affecting either daily operations or 
the financial condition of the firm is. Liquidity at CSS(E)L is man-
aged primarily by Treasury and independently overseen by Trea-
sury and Liquidity Risk Management. 

For internal liquidity risk reporting, CSS(E)L is a non-mate-
rial legal entity. As such, the 30d low point and 365d low point 
liquidity risk metrics are reported on a weekly and monthly basis 
respectively.

Risk Appetite 
The Board defines CSS(E)L’s risk appetite, including liquidity risk, 
and set parameters for the balance sheet and funding usage by 
businesses. The Board is also responsible for defining the overall 
risk tolerance in the form of a risk appetite statement, both quan-
titative and qualitative. It is set based on both regulatory (Liquidity 
Coverage Ratio, Net Stable Funding Ratio) and internal metrics 
(Barometer 2.0), which capture the impact on CSS(E)L funding 
liquidity in a stressed situation.

The authority to set more granular liquidity risk limits is delegated 
by the Board to the Executive Committee, which has appointed 
the CRO as the Accountable Executive. The liquidity risk operat-
ing limits are approved through the Risk Management Committee 
(‘RMC’) and the newly established Liquidity and Treasury Risk 
Committee (LTRC) Liquidity Risk has a responsibility for develop-
ment and calibration of the overall liquidity risk control framework.

The Adequacy of Liquidity Risk 
Management
An Internal Liquidity Adequacy Assessment document sets out 
CSS(E)L’s approach to liquidity and funding and is approved by 
the Board. 

The purpose of the document is to provide the CSSEL Board 
with an assessment of the liquidity risk in CSSEL under both our 
internal stress measure (Liquidity Barometer) and the regulatory 
defined stress measures Liquidity Coverage Ratio, inclusive of 
PRA interim Pillar 2 add-ons, PRA 110 and the Net Stable Fund-
ing Ratio.

The ILAAP document approved by the CSS(E)L Board must be 
consistent with the risk appetite set by the BoD. It also must be 
consistent with the Company’s approach for measuring and man-
aging liquidity and funding risks. The management body is also 
expected to ensure that the ILAAP is well integrated into man-
agement processes and the Company’s decision-making culture.

Liquidity issues in 4Q22
As previously disclosed, during early 4Q22, CS group began 
experiencing significantly higher withdrawals of cash deposits as 
well as non-renewal of maturing time deposits. However, as the 
quarter progressed, these outflows stabilised to much lower lev-
els but had not yet reversed by year end, and customer deposits 
declined. 

As is normal practice, CS group also limited its access to the 
capital markets in the period immediately preceding the strategy 
announcements we made on October 27, 2022.  These outflows 
led CS group to partially utilise liquidity buffers at the legal entity 
level as part of an agreed funding process with the Core College. 

Pillar 1 requirements of LCR and NSFR were maintained at all 
times in CSS(E)L. 

The CSSEL’s three-month average daily LCR was 188.58% as of 
the end of 4Q22, improved from lower levels earlier in the quar-
ter. Remediation plans were prepared, initiated and implemented 
to mitigate these outflows, including accessing the public and 
private markets. 

Credit Suisse issued over USD $5 billion through three bond 
sales in November and December 2022, which saw strong 
investor demand, and an additional CHF 4 billion through its cap-
ital increases. Other steps also include certain asset disposals, 
including the announced sale of a significant portion of Securi-
tised Products Group (‘SPG’) and other related financing busi-
nesses. It is worth noting note that the execution of these actions 
and other deleveraging measures, including, but not limited to, in 
the non-core businesses, is also expected to strengthen liquid-
ity ratios and, over time, reduce the funding requirements of the 
Group.

On 19th March 2023, it was announced that UBS and 
Credit Suisse would enter into a merger agreement. As part 
of this, the Swiss National Bank provide Credit Suisse access 
to facilities to provide additional liquidity, allowing CSS(E)L to 
restore liquidity to above internal risk constraint requirements.

Strategies and Processes in the 
Management of the Liquidity Risk
The Asset & Liabilities Management Capital Allocation and 
Risk Management Committee (‘ALM CARMC’) is the primary 
governance forum for CS group’s funding, liquidity and capital 
management. Furthermore, the ALM CARMC is responsible for 
the planning and monitoring of regulatory and business liquidity 
requirements. The committee is chaired by the Group CFO and 
attended by the Group CEO, Divisional CEOs, business divisions, 
Group CRO, Chief Auditor, Group Treasurer and relevant repre-
sentatives of Treasury. Treasury leads this forum on all treasury 
matters, including funding liquidity risks. The Group CRO, Head 
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of ERM and Global Head of Treasury and Liquidity Risk and GLG 
CRO represents the CRO division in this committee. 

RMC is responsible for to setting liquidity risk limits which are in 
place to strictly control the risk profile within the Board risk appe-
tite. A breach of a limit requires immediate mitigating action to 
reduce risk below the limit. The CSS(E)L RMC is chaired by the 
EMEA and CSi CSSEL CRO.

The implementation and execution of the liquidity and funding 
strategy is managed by Treasury. Treasury ensures adherence 
to the funding policy and the efficient coordination of secured 
funding desks. The Global Liquidity Group (‘GLG’) Risk Coverage 
function has been established with the aim of optimising liquidity 
sourcing, funding costs and HQLA portfolio. Treasury is sup-
ported by the business divisions to manage the Bank’s high qual-
ity liquid assets, short-term and medium-term liquidity. Treasury 
guides the business divisions on consumption and generation of 
funding and liquidity and mandates GLG to execute on behalf of 
Treasury.

The liquidity and funding profile is reported regularly to ALM 
CARMC and the Board. It reflects CS group’s strategy and risk 
appetite and is driven by business activity levels and the overall 
operating environment.

Structure and Organisation of 
the Liquidity Risk Management 
Function 
The functional reporting line is led by the Global Head of Treasury 
and Liquidity Risk Management and is responsible for establishing 
global minimum standards, which are intended to provide a basis 
for the consistent application of risk management frameworks to 
the legal entity Liquidity Risk Management teams. Additions or 
changes to the global minimum standards must be approved by 
the relevant governance bodies.
 The CSS(E)L Liquidity Risk Management team has a direct 
reporting line to the Global Head of Treasury & Liquidity Risk and 
a dotted line to EMEA Chief Risk Officer.

The Three Lines of Defence Model is adopted by the Bank for 
managing liquidity risks to ensure appropriate segregation of 
duties between those responsible for risk constraint, independent 
risk management and risk assurance activities. 

The risk profile owner (1LoD) is the individual or committee, or 
their delegate, responsible for the day-to-day management of risk 
profile relative to the constraint. The risk constraint owner (2LoD) 
is the individual or committee responsible for the day-to-day mon-
itoring and analysis of risk profile relative to the constraint. The 

setting authority (or approval authority) for a risk constraint is the 
2LoD individual or committee, who approved the establishment 
and calibration of the risk constraint. Third Line of Defence sits 
with Internal Audit.

Overview of the Liquidity 
Management Function
All liquidity management functions have regional presence out-
side head offices to ensure entity liquidity risk requirements are 
fulfilled.

The company liquidity management functions have dual reporting 
lines to the entity treasurers and functionally to the Global Head 
of Liquidity management. The teams are responsible for manag-
ing liquidity positions at the local level in conjunction with regula-
tory and senior management requirements.

Overview of the Group 
Governance Structure 
All functions involved in the liquidity risk management gover-
nance and risk management framework have regional presence 
to ensure Liquidity Risk Management governance is implemented 
locally and satisfies local liquidity requirements, local rules and 
regulations. 

The Entity and Global Committee governance is aligned in terms 
of the CS group operating model. This setup is mirrored locally in 
the entities. This application ensures that risk control frameworks 
are developed and adhered to consistently at the CS group and 
local entity levels while allowing for a nuanced approach to entity 
 specific business lines and regulations.

Liquidity Risk Reporting and 
Measurement Systems 
LMR (Liquidity Measurement and Reporting) produces both reg-
ulatory reports and MI reporting, which supports EMEA Treasury 
in their decision making processes. The liquidity MIS reports 
being produced by LMR, including commentary, are distributed on 
a regular basis to EMEA Treasury Regional Management, LRM 
Senior Management, and to regulators where required.
The LCR is used as one of the company’s primary tools, in paral-
lel with the internal liquidity model (referred to as the Barometer), 
PRA 110  and the NSFR, to monitor the structural liquidity posi-
tion and plan funding.

The LCR addresses liquidity risk over a 30-day period. The LCR 
aims to ensure that firms have unencumbered HQLA available to 



48 Liquidity Risk

meet short-term liquidity needs under a severe stress scenario. 
The LCR is comprised of two components, the value of HQLA 
in stressed conditions and the total net cash outflows calculated 
according to specified scenario parameters. 

The NSFR establishes criteria for a minimum amount of stable 
funding based on the liquidity of the Company’s on- and off-bal-
ance sheet activities over a one-year horizon. The NSFR is a 
complementary measure to the LCR and is structured to ensure 
that illiquid assets are funded with an appropriate amount of sta-
ble long-term funds. The NSFR is defined as the ratio of available 
stable funding over the amount of required stable funding. NSFR 
became legally effective in the UK from 1 January 2022 under 
the Capital Requirements Regulation (‘CRR2’) rules.

The PRA110 Cash Flow Mismatch regulatory reporting require-
ments have been introduced in July 2019. The PRA requires the 
report for the monitoring of key metrics including survival days, 
net liquidity position, worst net liquidity position and peak cumu-
lative net outflows. The PRA110 covers both short-term and 
medium term risks, cash flow mismatches and liquidity cliffs. 

The internal liquidity model (Barometer) is used to manage liquid-
ity to internal targets and as a basis to model both the Bank 
specific and market-wide stress scenarios and their impact on 
liquidity and funding. The internal Barometer framework supports 
the management of the Company’s funding structure. It allows 
the management of the time horizon over which the stressed 
market value of unencumbered assets (including cash) exceeds 
the aggregate value of contractual outflows of unsecured liabili-
ties plus a conservative forecast of anticipated contingent com-
mitments. This Barometer framework allows the management 
of liquidity to a desired profile under stress in order to be able to 
continue to pursue activities for a period of time without chang-
ing business plans during times of firm specific or market-wide 
stress. Under this framework, there are also short-term targets 
based on additional stress scenarios to ensure uninterrupted 
liquidity for short time frames. 

Outline of CSi’s contingency 
funding plan

The CSSEL Contingency Funding Plan (‘CFP’) ensures that the 
entities are able to respond and successfully manage varying 
degrees of liquidity and funding stresses. 

The document outlines and describes the CFP Governance, Trig-
gers and Trigger Levels for CFP, Liquidity and Funding Remedial 
options, CFP testing, Lessons learned during recent tests and 
live activations and provides an overview on how CS maintains its 
Contingency Funding Plan and Recovery.

Processes for Hedging and 
Mitigating the Liquidity Risk  
The Barometer framework supports the management of the 
Company’s funding structure. It allows Treasury to manage the 
time horizon over which the stressed market value of unencum-
bered assets (including cash) exceeds the aggregate value of 
contractual outflows of unsecured liabilities plus a conservative 
forecast of anticipated contingent commitments.
The Barometer framework also allows Treasury to manage liquid-
ity to a desired profile under stress in order to be able to continue 
to pursue activities for a period of time, without changing busi-
ness plans during times of stress. The PRA110 and the NSFR 
are produced monthly. 

Under this framework, Treasury also has short-term targets 
based on additional stress scenarios to ensure uninterrupted 
liquidity for short time frames.

The Barometer and LCR are produced and reviewed on a weekly 
and daily basis respectively. These daily reports are available to 
be compared versus forecasts, ensuring ongoing monitoring of 
the liquidity position of the entities.  
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LCR Disclosure Template
The table in this section discloses level and components of the LCR.

LIQ1 – Quantitative information of LCR

CSiUK  Total unweighted value (average)  Total weighted value (average) 

USD million (Quarter ending on)  31.12.22  30.09.22  30.06.22  31.03.22  31.12.22  30.09.22  30.06.22  31.03.22 

Number of data points used in the calculation of averages  12  12  12  12  12  12  12  12 

HIGH-QUALITY LIQUID ASSETS                 

Total high-quality liquid assets (HQLA)          4,741  6,213  6,973  7,622 

CASH – OUTFLOWS                 

Unsecured wholesale funding  231  243  102  173  231  243  102  173 

   Non-operational deposits (all counterparties)  231  243  102  173  231  243  102  173 

   Secured wholesale funding          137  268  584  1,721 

Additional requirements  1,319  1,537  1,735  1,963  1,319  1,537  1,735  1,963 

   Outflows related to derivative exposures                  

   and other collateral requirements  1,319  1,537  1,735  1,963  1,319  1,537  1,735  1,963 

Other contractual funding obligations  13  29  59  350  0  1  7  167 

Other contingent funding obligations  145  158  170  181  145  158  170  181 

TOTAL CASH OUTFLOWS          1,832  2,206  2,599  4,205 

CASH – INFLOWS                 

Secured lending (e.g. reverse repos)  4,738  6,199  7,357  10,969  36  92  265  1,310 

Inflows from fully performing exposures  776  902  1,005  1,217  776  902  1,005  1,217 

Other cash inflows  0  0  0  54  0  0  0  54 

TOTAL CASH INFLOWS  5,514  7,100  8,362  12,239  812  993  1,271  2,581 

Fully exempt inflows  0  0  0  0  0  0  0  0 

Inflows subject to 90% cap  0  0  0  0  0  0  0  0 

Inflows subject to 75% cap  5,367  6,750  7,547  9,206  812  993  1,271  2,581 

LIQ1: LCR

CSi  Total weighted value (average) 

USD million (Quarter ending on)  31.12.22  30.09.22  30.06.22  31.03.22 

Number of data points used in the calculation of averages  12  12  12  12 

TOTAL ADJUSTED VALUE         

Liquidity buffer  4,741  6,213  6,973  7,622 

Total net cash outflows  1,023  1,216  1,332  1,741 

Liquidity coverage ratio (%)  563%  633%  635%  469% 
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There are elements of Liquidity Risk Management that are not 
covered in the LCR disclosure template. The Pillar 2 framework 
considers the liquidity risks not captured, or not fully captured, 
under Pillar 1. For example debt buyback risk that may arise in the 
absence of a contractual buyback obligation, intraday liquidity risk 
and the risk from early termination of non-margined derivatives.

The internal liquidity model, Barometer, adequately addresses 
those risks not captured by the LCR. The ILAAP document 
details how and why these risks are considered and how they are 
modelled.

LIQ2: Net Stable Funding Ratio
  Unweighted value by residual maturity  

      6 months    Weighted 

end of 2022 (USD million)  No maturity  < 6 months   to < 1yr  ≥ 1yr   value 

Available stable funding (ASF) Items           

Capital items and instruments  3,742  69  –  181  3,922 

   Own funds  3,742  69  –  181  3,922 

Wholesale funding:  –  3,338  0  442  442 

   Other wholesale funding  –  3,338  0  442  442 

Other liabilities:  193  959  0  152  152 

   NSFR derivative liabilities  193  –  –  –  – 

   All other liabilities and capital instruments not included in the above categories  –  959  0  152  152 

Total available stable funding (ASF)  3,934  4,366  0  775  4,516 

Required stable funding (RSF) Items           

Performing loans and securities:  –  5,394  0  1,760  1,897 

   Performing securities financing transactions with financial customers            

   collateralised by Level 1 HQLA subject to 0% haircut  –  3,996  –  142  142 

   Performing securities financing transactions with financial customer            

   collateralised by other assets and loans and advances to financial institutions  –  1,397  0  1,315  1,495 

   Other loans and securities that are not in default and do not qualify as HQLA,            

   including exchange-traded equities and trade finance on-balance sheet products  –  1  0  303  259 

Other assets:  –  861  –  960  1,164 

   Assets posted as initial margin for derivative contracts and contributions            

   to default funds of CCPs  –  121  –  –  103 

   NSFR derivative liabilities before deduction of variation margin posted  –  584  –  –  29 

   All other assets not included in the above categories  –  156  –  960  1,032 

Off-balance sheet items  –  140  –  –  7 

Total RSF  –  –  –  –  3,067 

Net Stable Funding Ratio (%)          170.4% 
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Concentration of Funding and 
Liquidity Sources 
The liquidity and funding policy is designed to ensure that 
CSS(E)L’s assets are funded and CSS(E)L’s liquidity obligations 
are met as they fall due in times of stress, whether caused by 
market events and/or CSS(E)L specific issues. This is achieved 
thorough a conservative asset/liability management strategy 
aimed at maintaining long-term funding, including stable deposits, 
in excess of illiquid assets.

To address short-term liquidity stress, a liquidity pool compris-
ing of cash held at central banks and HQLA is maintained and 
managed by Treasury for the purpose of covering unexpected 
outflows in the event of severe market and idiosyncratic stress. 
CSS(E)L’s liquidity risk parameters reflect various liquidity stress 
assumptions calibrated as such that in the event CSS(E)L is 
unable to access unsecured funding, CSS(E)L expects to have 
sufficient liquidity to sustain operations for a period of time in 
excess of the minimum limit. This includes potential currency mis-
matches, which are monitored and subject to limits, particularly in 
the significant currencies of USD, EUR, GBP, CHF and JPY. 

Funding Profile

CSS(E)L holds a mix of term unsecured funding supplied by 
CS AG London Branch, which mitigates its short-term funding 
risk. Treasury reviews secured funding profile changes and wider 
secured funding related activity which is discussed on a weekly 
basis during the UK Liquidity Meeting, with Liquidity Risk Man-
agement and Global Liquidity Group representatives attending 
these meetings. 

Treasury works closely with business divisions to understand 
and forecast material changes in activity whether short, medium 
or long-term and its potential impact on internal and regulatory 
metrics. Liquidity Risk have also established a number of controls 
which are set at entity and business levels and used to highlight 
any material changes to the asset pool, secured funding profile, 
including counterparty concentrations. 

Funding Concentration Framework

Concentration risk is addressed in the Liquidity Risk Constraint 
Framework. It is CSS(E)L’s funding strategy to maintain a prudent 
profile.

The established governance supports the identification of con-
centration risks, as well as a forward-looking approach to con-
centration risk management as in the tenor concentration view. 
Limits and/or flags are defined by Risk governance bodies or its 
delegated authority e.g. Head of EMEA Treasury & Liquidity Risk 
Management, based on the CSS(E)L Board Risk Appetite. Con-
centration risk exposures, where relevant, are discussed at the 
RMC, Liquidity and Treasury Risk Committee and Treasury UK 
Liquidity weekly meetings; mitigations are devised and escalated 
accordingly. 

Derivative Exposures and 
Potential Collateral Calls 
The LCR is used as one of the primary tools, in parallel with the 
internal barometer and the NSFR, to monitor CSS(E)L’s structural 
liquidity position and to plan funding. The internal Barometer is 
also used to manage liquidity to internal targets and as a basis to 
model both the CSS(E)L specific and market-wide stress scenar-
ios and their impact on the overall liquidity and funding profile. 

Derivatives exposure and collateral calls are part of this overar-
ching framework and cover anticipated mark to market changes 
and collateral calls related to this (variation and initial margin) and 
other contingent risks (such as downgrade risk/additional termi-
nation events).

Currency Coverage 
Currency coverage is monitored locally for CSS(E)L via an inter-
nal measure based on the Barometer, the Barometer by Cur-
rency. The framework places controls around potential cross 
currency mismatches and highlights situations where liquidity 
deficits are developing due to structural long and short positions 
in various currencies. These controls are intended to encourage 
management decision making and planning regarding the cur-
rency composition of funding activities.
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Interest Rate Risk in the Banking Book

Overview
CSS(E)L manages the interest rate risk in the Banking Book 
which includes monitoring the potential impact of changes in inter-
est rates. CSS(E)L’s interest rate risk exposures in non-trading 
positions arise primarily from Treasury and funding activity, with 
the majority of interest rate risk transferred to and centrally man-
aged by Treasury on a portfolio basis within approved limits using 
appropriate hedging instruments. The CSS(E)L RMC defines 
interest rate risk appetite on an annual basis. Furthermore, the 
committee set risk limits for interest rate risk the Banking book 
which are monitored on at least a monthly basis.

Risk Measurement
The risks associated with the non-trading interest rate- sensitive 
portfolios are measured using a range of tools, including the 
 following key metrics:
p interest rate sensitivity (‘DV01’): expresses the linear 

approximation of the impact on a portfolio’s fair value resulting 
from a one basis point (0.01%) parallel shift in yield curves, 
where the approximation tends to be closer to the true change 
in the portfolio’s fair value for smaller parallel shifts in the yield 
curve. The DV01 is a transparent and intuitive indicator of 
linear directional interest rate risk exposure, which does not 
rely on statistical inference. The interest rate sensitivity is mea-
sured and reported on a daily basis;

p VaR: a statistical indicator of the potential fair value loss, 
taking into account the observed interest rate moves across 
yield curve tenors and currencies. In addition, VaR takes into 
account yield curve risk, spread and basis risks, as well as 
 foreign exchange and equity risk; and

p Delta Economic Value of Equity: expresses the impact of 
a pre-defined scenario (e.g. instantaneous changes in interest 
rates) on a portfolio’s fair value. This metric does not rely on 
statistical inference.

These measures focus on the impact on a fair value basis, taking 
into account the present value of all future cash flows associated 
with the current positions. The metrics estimate the impact on the 
economic value of the current portfolio, since most non- trading 
books are not marked-to-market and ignore the development of 
the portfolio over time. 

CSS(E)L’s Banking Book does not include any replicated 
non-maturing deposits or loans with prepayment options.

Monitoring and Review
The economic impacts of adverse parallel shifts in interest rates 
were significantly below the threshold of 20% of eligible regu-
latory capital used by regulators to identify excessive levels of 
non-trading interest rate risk. This risk is not capitalised within 
the Pillar 1 regime, rather, it is analysed within the ICAAP and 
addressed within CSS(E)L’s Pillar 2 capital requirement.

Limits and other interest rate risk metrics are monitored by the 
Risk division at least monthly or more frequently as deemed 
 necessary with any limit breaches escalated appropriately.

The following tables show the fair value impact of yield curve 
changes, by currency:

One-basis-point parallel increase in yield curves by currency – non-trading positions  
(USD million equivalent)

As at 31 December  USD  GBP  EUR  CHF  Other  Total 

Fair value impact of a one-basis-point parallel increase              

in yield curves  (0)  (0)  0  (0)  0  (0) 

Fair value impact of change in interest rates on non-trading positions (USD million equivalent)

As at 31 December  USD  GBP  EUR  CHF  Other  Total 

Basis points movement + / (-)             

200  (12)  (1)  0  (0)  (0)  (13) 

100  (4)  (0)  0  (0)  (0)  (5) 

-100  1  0  (0)  0  0  1 

-200  (2)  (0)  (0)  0  0  (2) 
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Leverage 

Overview
CSS(E)L is required to monitor and disclose its leverage ratio in 
accordance with the CRR definition, as amended by the European 
Commission Leverage Ratio Delegated Act. In Nov 2016, the 
European Commission proposed amendments to CRR, including 
a binding leverage ratio for certain EU financial institutions.

In conjunction with other regulatory and capital metrics such as 
RWA levels, leverage ratios are actively monitored and managed 
within CSS(E)L’s capital management and governance pro-
cess. Similar to the CS group, internal requirements including 
an internal management buffer are developed and monitored. 
This process is flexible and addresses requirements from both 
changes in regulatory rules and internal business development to 
ensure CSS(E)L continues to meet external and internal capital 
requirements. 

CSS(E)L’s stress testing framework considers the impact on 
leverage ratios of both internal and ¬regulator-prescribed stress 
tests. The impact on the leverage ratio is considered as part of 
the ICAAP, using the same underlying procedures and resources 
as applied for stressing capital ratios. The quantitative tools 
applied are leveraging approaches and methodologies applied for 
stress testing P&L and capital requirements complemented with 
specific approaches for off-balance sheet items where relevant. 
The internal objective of the ICAAP stress test for leverage ratio 
is to ensure CSS(E)L’s leverage ratio under stress remains above 
its minimum regulatory requirement at all times during the stress 
test horizon.

The Internal Liquidity Adequacy Assessment (ILAAP) describes 
how the funding mismatches risk driver captures the risk arising 
from longer term, structural mismatches in the current assets 
vs. liability maturity profile. The risk arises as the contractual or 
expected maturity profiles of assets differ compared to those 
of liabilities. In particular, if assets with long-dated maturities 
are funded via liabilities which are predominantly short-term, in 

prolonged stress events, CSS(E)L may face liquidity shortfalls 
due to limited ability to raise sufficient funding to replace matur-
ing liabilities (as well as the continued need to fund assets). For 
CSS(E)L, the major mechanism in place to measure, monitor, and 
manage long-term structural funding risk are the Barometer 2.0 
365 day (and its low point) as well as the NSFR.

Asset Encumbrance (“AE”) highlights the amount of the banks’ 
assets, which are pledged or otherwise committed to counter-
parties to secure, collateralise or credit-enhance a transaction, 
such that the assets cannot be freely transferred, withdrawn, liq-
uidated, sold or disposed. In CSS(E)L, AE is reported by Liquidity 
Measurement and Reporting (“LMR”) under normal (BaU) and 
stressed conditions (contingent encumbrance). Liquidity Risk 
Management have set a stressed asset encumbrance metric to 
which Treasury Planning adhere to. The UK IB ALM CARMC 
receives a monthly report that outlines Asset encumbrance(“AE”) 
ratio and stressed AE metrics broken down by product types and 
credit quality.

In an event if leverage ratio requirement becomes binding con-
straint and stress results show increase in leverage exposure due 
to excessive risk, to meet the leverage ratio requirements, appro-
priate management actions will be executed including an injection 
of eligible capital or reduction in business footprint.

Factors Impacting the Leverage 
Ratio during the Period 

CSIUK’s leverage ratio increased to 38.6% as at 
31 December 2022 (2021: 33.5%) due to a reduction in overall 
balance sheet size, notably in secured financing transactions, as a 
result of the CSS(E)L Ramp Down Project. A reduction in capital 
resources, due to a capital repatriation to the parent company, 
offset the impact of the reduced leverage exposure.

LR1 – LRSum: Summary reconciliation of accounting assets and leverage ratio exposures

 end 2022 (USD million)  Applicable amount 

1 Total assets as per published financial statements  6,968 

8 Adjustment for derivative financial instruments  (1,441) 

9 Adjustment for securities financing transactions (SFTs)  45 

10 Adjustment for off-balance sheet items (i.e. conversion to credit equivalent amounts of off-balance sheet exposures)  130 

11 (Adjustment for prudent valuation adjustments and specific and general provisions which have reduced tier 1 capital (leverage))  (55) 

12 Other adjustments  (43) 

13 Total exposure measure  5,604 
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LR2 – LRCom: Leverage ratio common disclosure Leverage ratio exposures Leverage ratio exposures

 end 2022 (USD million)  2022  2021 

On-balance sheet exposures (excluding derivatives and SFTs)      

1 On-balance sheet items (excluding derivatives, SFTs, but including collateral)  2,792  8,281 

 Gross-up for derivatives collateral provided, where deducted from the balance sheet assets pursuant      

2 to the applicable accounting framework  26  – 

3 (Deductions of receivables assets for cash variation margin provided in derivatives transactions)  (26)  – 

6 (Asset amounts deducted in determining tier 1 capital (leverage))  (61)  (97) 

7 Total on-balance sheet exposures (excluding derivatives and SFTs)  2,731  8,184 

Derivative exposures      

8 Replacement cost associated with SA-CCR derivatives transactions (i.e. net of eligible cash variation margin)  687  971 

9 Add-on amounts for potential future exposure associated with SA-CCR derivatives transactions  166  710 

10 (Exempted CCP leg of client-cleared trade exposures) (SA-CCR)  (7)  – 

11 Adjusted effective notional amount of written credit derivatives  173  251 

13 Total derivatives exposures  1,019  1,932 

Securities financing transaction (SFT) exposures      

14 Gross SFT assets (with no recognition of netting), after adjustment for sales accounting transactions  1,680  6,761 

16 Counterparty credit risk exposure for SFT assets  44  57 

18 Total securities financing transaction exposures  1,724  6,818 

Other off-balance sheet exposures      

19 Off-balance sheet exposures at gross notional amount  152  282 

20 (Adjustments for conversion to credit equivalent amounts)  (22)  – 

22 Off-balance sheet exposures  130  282 

Capital and total exposure measure      

23 Tier 1 capital (leverage)  2,264  5,771 

24 Total exposure measure including claims on central banks  5,604  17,216 

UK-24b Total exposure measure excluding claims on central banks  5,604  17,216 

Leverage ratio      

25 Leverage ratio excluding claims on central banks (%)  40.41%  33.52% 

UK-25a Fully loaded ECL accounting model leverage ratio excluding claims on central banks (%)  40.41%  0.00% 

 Leverage ratio excluding central bank reserves as if the temporary treatment of unrealised gains and      

UK-25b losses measured at fair value through other comprehensive income had not been applied (%)  0.00%  0.00% 

UK-25c Leverage ratio including claims on central banks (%)  40.41%  33.52% 

26 Regulatory minimum leverage ratio requirement (%)  3.25%  N/A 

LR3 – LRSpl: Split-up of on balance sheet exposures (excluding derivatives, SFTs and exempted exposures)

 end 2022 (USD million)  Leverage ratio exposures 

UK-1 Total on-balance sheet exposures (excluding derivatives, SFTs, and exempted exposures), of which:  1,481 

UK-2 Trading book exposures  488 

UK-3 Banking book exposures, of which:  993 

UK-5 Exposures treated as sovereigns  1 

UK-7 Institutions  38 

UK-10 Corporates  954 
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Asset Encumbrance

Overview
The main source of asset encumbrance within the CSIUK 
group relates to securities lending and derivatives transactions. 
 Securities lending transactions encumber assets through a com-
bination of repo and stock loan/borrow activity, with derivatives 
transactions causing encumbrance through collateralisation of 
derivative  transaction exposures.

Collateralisation Agreements 
entered into for Securing 
Liabilities 
Secured lending and stock borrow/loan transactions are princi-
pally governed by GMRAs and GMSLAs. These agreements gen-
erally focus on the mechanism of collateral  delivery, income on 
the collateral positions and other impacts (e.g. corporate actions 
occurring on collateral or failure to deliver).

Collateral
Collateral postings on derivatives transactions are principally 
governed by ISDA agreements, including CSA documentation. 
These agreements determine the asset type used to satisfy col-
lateral obligations and any re- hypothecation restrictions related 

to derivatives collateralisation. Collateral pledged to the CSIUK 
group in excess of the minimum requirement, and collateral owed 
by the CSIUK group to counterparties which has not yet been 
called is considered as part of the internal monitoring procedures 
for the management of asset encumbrance.

Encumbered Assets
The amount reported in the first table below as ‘other assets’ 
within ‘carrying amount of encumbered assets’ comprises mainly 
cash collateral on derivatives instrument with third party / inter-
company which are being considered for encumbrances.

Unencumbered Assets
The amount reported in the first table below as ‘other assets’ 
within ‘carrying amount of unencumbered assets’ comprises 
mainly derivative assets, intangible assets, deferred tax, tangi-
ble fixed assets and various receivable balances (both trade and 
non-trade). None of these asset types is considered available for 
encumbrance in the normal course of business. 

In accordance with EBA guidelines the information below uses 
the median value of last four quarterly data points. Therefore, the 
sum of subcomponents will not necessarily add up. 

AE1 – Encumbered and unencumbered assets
  Carrying amount of   Carrying amount of   Fair value of  

end of 2022 (USD million)  encumbered assets  unencumbered assets  unencumbered assets 

Assets of the reporting institution  577  9,954  – 

Equity instruments  0  22  22 

Debt securities  0  7  7 

   of which: issued by financial corporations  0  6  6 

Other assets  577  9,921  – 

AE2 – Collateral received and own debt securities issued
   Unencumbered 

    Fair value of collateral received 

  Fair value of encumbered collateral   or own debt securities issued 

  received or own debt securities issued  available for encumbrance 

    of which      

    notionally elligible     of which 

end of 2022 (USD million)    EHQLA and HQLA     EHQLA and HQLA 

Collateral received by the reporting institution  939  755  4,364  4,196 

Equity instruments  28  –  103  – 

Debt securities  883  755  4,265  4,196 

   of which: issued by general governments  808  755  4,199  4,156 

   of which: issued by financial corporations  23  0  65  41 

   of which: issued by non-financial corporations  20  –  1  – 

TOTAL ASSETS, COLLATERAL RECEIVED AND OWN DEBT SECURITIES ISSUED  1,593  755  –  – 
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AE3 – Sources of encumbrance
    Assets, collateral received 

     and own debt securities  
  Matching liabilities,   issued other than covered  
  contingent liabilities   bonds and securitisations  

end of 2022 (USD million)  or securities lent  encumbered 

Carrying amount of selected financial liabilities  982  969 
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Appendix 1: CSS(E)L

Overview
CSS(E)L is a wholly-owned indirect subsidiary of CSIUK. As a 
 significant subsidiary of CS group, certain additional disclosures in 
respect of CSS(E)L are reported in this Appendix.

The CSIUK regulatory consolidation group contains CSIUK, its 
subsidiary CSIHUK, its indirect subsidiary CSS(E)L. Accordingly, 
the vast majority of risk and associated capital requirements arise 
from the activity of CSS(E)L. 

Accordingly, the quantitative Pillar 3 disclosures for CSS(E)L are 
presented only where they differ materially from the disclosures 
of the CSIUK group at 31 December 2022 and are shown in the 
following tables:
p Key Metrics
p RWA and capital requirements; and
p Leverage ratio.

KM1 – Key metrics template

end 2022 (USD million) CSSEL  2022  2021 

Available own funds (amounts)     

Common Equity Tier 1 (CET1) capital  2,257  6,729 

Tier 1 capital  2,257  6,729 

Total capital  2,257  7,758 

Risk-weighted exposure amounts     

Total risk-weighted exposure amount  4,612  10,060 

Capital ratios  (as a percentage of risk-weighted exposure amount)     

Common Equity Tier 1 ratio (%)  48.9%  66.9% 

Tier 1 ratio (%)  48.9%  66.9% 

Total capital ratio (%)  48.9%  77.1% 

Additional own funds requirements based on SREP (as a percentage of risk-weighted exposure amount)     

Additional CET1 SREP requirements (%)  5.5%  4.4% 

Additional AT1 SREP requirements (%)  1.8%  1.5% 

Additional T2 SREP requirements (%)  2.4%  1.9% 

Total SREP own funds requirements (%)  17.8%  15.8% 

Combined buffer requirement (as a percentage of risk-weighted exposure amount)     

Capital conservation buffer (%)  2.5%  2.4% 

Combined buffer requirement (%)  2.5%  2.4% 

Overall capital requirements (%)  20.3%  18.1% 

CET1 available after meeting the total SREP own funds requirements (%)  0.0%  0.0% 

Leverage ratio     

Leverage ratio total exposure measure  5,604  17,217 

Leverage ratio  40.3%  39.1% 

Additional own funds requirements to address risks of excessive      

leverage (as a percentage of leverage ratio total exposure amount)     

Overall leverage ratio requirements (%)  3.25%  N/A 
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OV1 – Overview of risk weighted exposure amounts 

    Total 
     own funds  

CSSEL  Risk weighted exposure amounts (RWEAs)  requirements 

end of  2022*  2021  2022 

USD million       

Credit risk (excluding CCR)  1,240  2,751  99 

   Of which the standardised approach  255  460  20 

   Of which equities under the simple risk weighted approach  6  13  1 

   Of which the advanced IRB (AIRB) approach  888  2,178  71 

Counterparty credit risk – CCR  632  1,709  51 

   Of which the standardised approach  128  447  10 

   Of which internal model method (IMM)  89  321  7 

   Of which exposures to a CCP  –  10  – 

   Of which credit valuation adjustment – CVA  369  931  29 

   Of which other CCR  46  –  4 

Settlement risk  –  2  – 

Position, foreign exchange and commodities risks (Market risk)  439  334  35 

   Of which the standardised approach  99  –  8 

   Of which IMA  340  334  27 

Large exposures  317  2,787  25 

Operational risk  1,984  2,477  159 

   Of which basic indicator approach  1,984  2,477  159 

Amounts below the thresholds for deduction (subject       

to 250% risk weight) (For information)  93  115  7 

Total  4,612  10,060  369 

Note: 
* Pillar 1 buffers are now  considered in the 2022 disclosure tables 
in order to align them with the reporting instructions, the 2021 are accordingly restated to reflect this change.

LR1 – LRSum: Summary reconciliation of accounting assets and leverage ratio exposures

 end 2022 (USD million) CSSEL  Applicable amount 

1 Total assets as per published financial statements  6,968 

8 Adjustment for derivative financial instruments  (1,443) 

9 Adjustment for securities financing transactions (SFTs)  45 

10 Adjustment for off-balance sheet items (i.e. conversion to credit equivalent amounts of off-balance sheet exposures)  130 

11 (Adjustment for prudent valuation adjustments and specific and general provisions which have reduced tier 1 capital (leverage))  (55) 

12 Other adjustments  (41) 

13 Total exposure measure  5,604 
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LR2 – LRCom: Leverage ratio common disclosure Leverage ratio exposures Leverage ratio exposures

 end 2022 (USD million) CSSEL  2022  2021 

On-balance sheet exposures (excluding derivatives and SFTs)      

1 On-balance sheet items (excluding derivatives, SFTs, but including collateral)  2,792  8,281 

 Gross-up for derivatives collateral provided, where deducted from the balance sheet assets pursuant      

2 to the applicable accounting framework  26  – 

3 (Deductions of receivables assets for cash variation margin provided in derivatives transactions)  (26)  – 

6 (Asset amounts deducted in determining tier 1 capital (leverage))  (61)  (96) 

7 Total on-balance sheet exposures (excluding derivatives and SFTs)  2,731  8,185 

Derivative exposures      

8 Replacement cost associated with SA-CCR derivatives transactions (i.e. net of eligible cash variation margin)  687  971 

9 Add-on amounts for potential future exposure associated with SA-CCR derivatives transactions  166  710 

10 (Exempted CCP leg of client-cleared trade exposures) (SA-CCR)  (7)  – 

11 Adjusted effective notional amount of written credit derivatives  173  251 

13 Total derivatives exposures  1,019  1,932 

Securities financing transaction (SFT) exposures      

14 Gross SFT assets (with no recognition of netting), after adjustment for sales accounting transactions  1,680  6,806 

15 (Netted amounts of cash payables and cash receivables of gross SFT assets)  –  (45) 

16 Counterparty credit risk exposure for SFT assets  44  57 

18 Total securities financing transaction exposures  1,724  6,818 

Other off-balance sheet exposures      

19 Off-balance sheet exposures at gross notional amount  152  282 

20 (Adjustments for conversion to credit equivalent amounts)  (22)  – 

22 Off-balance sheet exposures  130  282 

Capital and total exposure measure      

23 Tier 1 capital (leverage)  2,257  6,729 

24 Total exposure measure including claims on central banks  5,604  17,217 

UK-24b Total exposure measure excluding claims on central banks  5,604  17,217 

Leverage ratio      

25 Leverage ratio excluding claims on central banks (%)  40.27%  39.08% 

UK-25a Fully loaded ECL accounting model leverage ratio excluding claims on central banks (%)  40.27%  0.00% 

 Leverage ratio excluding central bank reserves as if the temporary treatment of unrealised gains and      

UK-25b losses measured at fair value through other comprehensive income had not been applied (%)  0.00%  0.00% 

UK-25c Leverage ratio including claims on central banks (%)  40.27%  39.08% 

26 Regulatory minimum leverage ratio requirement (%)  0.00%  0.00% 

LR3 – LRSpl: Split-up of on balance sheet exposures (excluding derivatives, SFTs and exempted exposures)

 end 2022 (USD million) CSSEL  Leverage ratio exposures 

UK-1 Total on-balance sheet exposures (excluding derivatives, SFTs, and exempted exposures), of which:  2,791 

UK-2 Trading book exposures  488 

UK-3 Banking book exposures, of which:  2,303 

UK-5 Exposures treated as sovereigns  41 

UK-7 Institutions  767 

UK-10 Corporates  1,489 

UK-12 Other exposures (e.g. equity, securitisations, and other non-credit obligation assets)  6 
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Appendix 2: Capital Instruments’ 
Main Features
Credit Suisse Investments (UK) – Capital Instruments’ Main Features

No.  Term      Capital Instruments 

1  Issuer  Credit Suisse   DLJ UK Holding  DLJ UK Investment  
    Investments (UK)    Holdings Limited 

2  Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for private placement)  N/A  N/A  N/A 

2a  Public or private placement  N/A  N/A  N/A 

3  Governing law(s) of the instrument  English  English  English 

Regulatory treatment         

4  Current treatment taking into account, where applicable, transitional CRR rules  Common Equity Tier 1  Tier 2  Tier 2 

5  Post-transitional CRR rules  Common Equity Tier 1  Tier 2  Tier 2 

6  Eligible at solo/ (sub-)consolidated/ solo & (sub-) consolidated  Consolidated  Consolidated  Consolidated 

7  Instrument type (types to be specified by each jurisdiction)  Common Shares  Subordinated Debt  Subordinated Debt 

8  Amount recognised in regulatory capital or eligible liabilities    $593.7  $0.0  $0.0 

  (Currency in million, as of most recent reporting date)       

9  Nominal amount of instrument  $593.7  $0.0  $0.0 

9a  Issue price  Par  Par  Par 

9b  Redemption price  Par  Par  Par 

10  Accounting classification  Shareholders Equity  Liability -amortised cost  Liability -amortised cost 

11  Original date of issuance  26.02.99  15.04.14  27.09.18 

12  Perpeptual or dated  Perpetual  Dated  Dated 

13  Original maturity date  No Maturity  15.04.26  19.09.22 

14  Issuer call subject to prior supervisory approval  N/A  Yes  Yes 

15  Optional call date, contingent call dates, and redemption amount  N/A  Subject to prior   Optional, not before  
      PRA approval   27 September 2023,  
      (from 15 April 2019,   subject to prior  
      tax and regulatory calls)  PRA approval 

16  Subsequent call dates, if applicable  N/A  N/A  N/A 

Coupons / dividends         

17  Fixed or floating dividend/coupon  N/A  Floating  Floating 

18  Coupon rate and any related index  N/A  £ 3-month Libor  £ 3-month Libor 
      + 310bps  + 265bps 

19  Existence of a dividend stopper  No  No  No 

20a  Fully discretionary, partially discretionary or mandatory (in terms of timing)  Fully Discretionary  Mandatory  Mandatory 

20b  Fully discretionary, partially discretionary or mandatory (in terms of amount)  Fully Discretionary  Mandatory  Mandatory 

21  Existence of step up or other incentive to redeem  N/A  No  No 

22  Noncumulative or cumulative  Non-Cumulative  Cumulative  Cumulative 

23  Convertible or non-convertible  N/A  Non-convertible  Non-convertible 

24  If convertible, conversion trigger(s)  N/A  N/A  N/A 

25  If convertible, fully or partially  N/A  N/A  N/A 

26  If convertible, conversion rate  N/A  N/A  N/A 

27  If convertible, mandatory or optional conversion  N/A  N/A  N/A 

28  If convertible, specify instrument type convertible into  N/A  N/A  N/A 

29  If convertible, specify issuer of instrument it converts into  N/A  N/A  N/A 

30  Write-down features  N/A  N/A  N/A 

31  If write-down, write-down trigger(s)  N/A  N/A  N/A 

32  If write-down, full or partial  N/A  N/A  N/A 

33  If write-down, permanent or temporary  N/A  N/A  N/A 

34  If temporary write-down, description of write-up mechanism  N/A  N/A  N/A 

34a  Type of subordination (only for eligible liabilities)  N/A  N/A  N/A 

UK-34b  Ranking of the instrument in normal insolvency proceedings  N/A  N/A  N/A 

23  Convertible or non-convertible  N/A  Non-convertible  Non-convertible 

35  Position in subordination hierachy in liquidation   Tier 1  Unsecured, ranking   Unsecured and sub- 

  (specify instrument type immediately senior to instrument)    pari passu with the   ordinated to the  
      claims of other   claims of unsub- 

      subordinated holders  ordinated creditors 

36  Non-compliant transitioned features  No  No  No 

37  If yes, specify non-compliant features  N/A  N/A  N/A 

37a  Link to the full term and conditions of the intrument (signposting)  N/A  N/A  N/A 
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Appendix 3: Directorships

CSIUK’s and CSS(E)L’s Board Members hold the following 
number of directorships as at 01 March 2023:

Directorships
        Total  
        Number of  
  Gender  Independent  Appointment Date  Directorships 

Graham Cox  M    11.01.23  1 

Paul Hare  M    07.07.10  1 

Chris Horne  M    31.12.14  1 

C Waddington  F    05.04.17  2 

Directorships
        Total  
        Number of  

CSSEL  Gender  Independent  Appointment Date  1 Directorships 

J Devine  M  Independent  01.11.17  3 

D Davies  F  Independent  01.07.19  2 

M Ebert  M    25.01.23  1 

D Honold  F  Independent  18.09.20  4 

C Horne  M    14.05.15  1 

E Jenkins  M    06.07.22  1 

F McDonagh  F    25.01.23  1 

R Meddings  M    20.05.22  2 

D Todd  M  Independent  13.10.22  2 

C Waddington  F    31.03.17  2 

1) Non-executive Directors are typically appointed for a two-year term, and the non-executive  
Chair a three-year term.  The Board may invite a Director to serve additional periods.  All terms  
are subject to review by the Nomination Committee.  
The Board and Board Committees are subject to an annual Board Evaluation.
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Appendix 4: List of Abbreviations 
and Glossary
Term  Definition 

A   

AIRB  Advanced Internal Ratings-Based: the AIRB Approach is a method  
  of deriving risk weights using internally assessed, rather than  
  supervisory, estimates of risk parameters (eg. for PD, LGD). 

ABS  Asset-backed security. 

AT1  Additional Tier 1 capital: a form of capital eligible for inclusion in  
  Tier 1, but outside the definition of CET1. 

B   

Banking   Classification of assets outside the definition of Trading Book  
Book  (also referred to as the ’Non-Trading Book’). 

BCBS  Basel Committee on Banking Supervision. 

C   

CCB  Countercyclical capital buffer: prescribed under Basel III and CRD IV  
  and aims to ensure that capital requirements mitigate potential future  
  losses arising from excess credit growth and hence increased  
  system-wide risk. 

CCF  Credit conversion factor: represents an estimate of undrawn  
  commitments drawn down at the point of default. 

CCP  Central counterparty. 

CCR  Counterparty credit risk. 

CCRMTM  Counterparty credit risk mark-to-market method: a regulatory  
  prescribed method for calculating exposure values in respect  
  of counterparty credit risk. 

CDO  Collateralised debt obligation. 

CET1  Common Equity Tier 1: the highest quality level of regulatory capital  
  prescribed under Basel III (and by CRD IV in the EU). 

CET 1   CET1 expressed as a percentage of RWAs. 
ratio   

CQS  Credit quality step: a supervisory credit quality assessment scale,  
  based on the credit ratings of ECAIs, and used to assign risk  
  weights under the Standardised Approach. 

CRD  Capital Requirements Directive: EU legislation implementing Basel III  
  (and previously Basel II) in the EU. 

CRM  Credit Risk Mitigation 

CRR  Capital Requirements Regulation: EU legislation implementing  
  Basel III in the EU. 

CVA  Credit valuation adjustment: a capital charge under Basel III (CRD IV)  
  covering the risk of mark-to-market losses on expected counterparty  
  risk on derivative exposure arising from deterioration in a  
  counterparty’s credit worthiness. 

E   

EAD  Exposure at default: the net exposure prior to taking account of any  
  credit risk mitigation at the point of default. 

EBITDA  Earnings before interest, taxation, depreciation and amortisation. 

ECAI  External Credit Assessment Institutions. 

Expected   The downturn loss on any exposure during a 12-month time horizon  
loss  calculated by multiplying EAD by PD and LGD. 

F   

FLP  Fund-linked product. 

I   

ICAAP  Internal capital adequacy assessment process: a risk-based  
  assessment of the level of regulatory capital to be held by a bank  
  or firm. This may exceed the Pillar 1 capital requirement. 

IFRS  International Financial Reporting Standards. 

IMA  Internal Models Approach: used in the calculation of market risk  
  capital requirements. 

IRC  Incremental risk charge: a capital add-on to VAR calculated in  
  respect of the potential for direct loss due to an internal or external  
  rating downgrade (or upgrade) as well as the potential for indirect  
  losses arising from a credit mitigation event. 

ISDA  International Swaps and Derivatives Association. 
Term  Definition 

ISDA   Standardised contract developed by ISDA to facilitate bilateral  
master   derivatives trading. 
agreement   

L   

Leverage   A calculation prescribed under Basel III (and CRD IV ) to measure  
ratio  the ratio of total exposures to available Tier 1 capital. 

LGD  Loss given default: the estimated ratio of loss to the amount  
  outstanding at default (EAD) as a result of any counterparty default. 

M   

Master   An agreement between two counterparties who have multiple  
netting   contracts with each other that provides for the net settlement of all  
agreement  contracts in the event of default on, or termination of any one contract. 

P   

PD  Probability of default: is the probability of an obligor defaulting  

  within a one-year horizon. 

PFCE  Potential future credit exposure. 

Pillar 1  Minimum regulatory capital requirements to be held by a bank  
  or investment firm as prescribed by Basel III (and CRD IV ). 

Pillar 2  Regulator imposed risk-based capital requirements to be held  
  in excess of Pillar 1. 

Pillar 3  CRD IV  prescribed capital, risk and remuneration disclosure  
  requirements. 

PRA  Prudential Regulation Authority. 

R   

RBA  Ratings-Based Approach: an AIRB approach to securitisations using  
  risk weights derived from ECAI ratings. 

RCSA  Risk and control self-assessment. 

RDM  Risk Data Management 

RMC  Risk Management Committee. 

RNIV  Risks not in VaR. 

RWA  Risk-weighted asset: derived by assigning risk weights to  
  an exposure value. 

S   

SFA  Supervisory Formula Approach. 

SFT  Securities financing transaction: lending or borrowing of securities  

  (or other financial instruments), a repurchase or reverse repurchase  

  transaction, or a buy-sell back or sell-buy back transaction. 

SME  Small and medium-sized enterprise. 

SRB  Systemic risk buffer: a capital buffer under CRD IV  deployed  
  by EU member states to reduce build-up of macro-prudential risk. 

SREP  Supervisory Review and Evaluation Process. 

Stressed   A market risk capital charge derived from potential market  
VaR  movements applied over a continuous one-year period of stress  
  to a trading book portfolio. 

SRW  Supervisory Risk Weights Approach 

T   

Tier 1   A component of regulatory capital, comprising CET1 and AT1 capital. 
capital   

Tier 1   The ratio of Tier 1 capital to total RWAs. 
capital    

ratio   

Tier 2   A lower quality of capital (with respect to ‘loss absorbency’)  
capital  also known as ’gone concern’ capital. 

Trading   Positions held with intent to trade or to hedge other items  
Book  in the Trading Book. 

V   

VaR  Value-at-risk: loss estimate from adverse market movements  
  over a specified time horizon and confidence level. 

W   

WWR  Wrong-way risk: risk exposure to a counterparty is adversely  
  correlated with a counterparty’s credit quality. 
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