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RBS reported an operating profit before tax of £2,239 million 

for 2017 and an attributable profit of £752 million, its first 

‘bottom-line’ profit in ten years.

RBS delivered against its targets to increase income, 

reduce costs and use less capital across its businesses. In 

addition, RBS made substantive progress on resolving its 

remaining legacy issues. Net loans and advances growth 

of 2.2% across PBB, CPB and RBSI was lower than target, 

however, the bank made greater progress than anticipated 

on RWA reductions.

Common Equity Tier 1 (CET1) ratio of 15.9% increased by 

2.5 percentage points during 2017 and  remains ahead of 

our 13% target.

We retain our target of achieving a sub 50% cost:income 

ratio and above 12% return on equity by 2020.

2017 
performance 
highlights

2017 performance highlights
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Strength and sustainability

£2,239 million
Operating profit before tax

£752 million
Profit attributable to ordinary shareholders 

2.13%
Net interest margin

15.9%, up 2.5% points
Common Equity Tier 1 ratio (1)

2.2%
Return on tangible equity

94%
Reduction in Crit 1 IT incidents since 2014(2)

Simplifying the Bank

£810 million
Reduction in adjusted operating expenses (3)

58.2%, down from 66.0%
Cost:income ratio - adjusted (4)

£200.9 billion, down 12%
Risk-weighted assets

Supporting sustainable growth

2.2%
Net growth in PBB, CPB and RBSI customer loans

£33.9 billion
Gross new mortgage lending in UK PBB, Ulster Bank RoI,  
Private Banking and RBSI

3,830
People supported through our enterprise programmes (5)

Employee engagement

83%, up 7 points
Employee engagement score

Customer experience

5.5 million
Active mobile app users

Notes:

(1) Based on end-point Capital Requirements Regulation (CRR) Tier 1 capital and leverage exposure under the CRR Delegated Act.

(2) Criticality 1 incidents are defined as having an adverse impact on segment’s customers, employees or third parties.

(3)  Operating expenses excluding litigation and conduct costs £1,285 million (2016 - £5,868 million), restructuring costs £1,565 million (2016 - £2,106 million), and VAT 

recoveries of £86 million (2016 - £227 million).

(4)  Operating expenses excluding litigation and conduct costs £1,285 million (2016 - £5,868 million), restructuring costs £1,565 million (2016 - £2,106 million).  Operating lease 

depreciation included in income of £142 million (December 2016 - £141 million). Income excluding own credit adjustments £69 million loss (2016 – £180 million gain), loss on 

redemption of own debt £7 million (2016 – £126 million), and strategic disposals £347 million (2016 - £164 million).

(5) Includes people supported through the following enterprise programmes during 2017: The Prince’s Trust, Skills & Opportunities Fund and Entrepreneurial Spark. 

No.1 Commercial Bank NPS
Our Commercial Bank ahead of its main competitors  
for customer advocacy

44%
Female representation in our top c.5000 roles
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Chairman’s statement

Chairman’s  
statement

2017 was another year in which we saw the bank 
move closer to achieving sustainable profitability.

Howard Davies
Chairman 

Our share price increased 20% 
in the year, outperforming other 
main UK banks. We also welcomed 
the UK Treasury announcement in 
November 2017 to potentially restart 
the privatisation process by the end 
of March 2019. This announcement 
showed confidence in our strategic 
approach, the progress that we have 
made in making the bank safer and in 
a position to succeed as we approach a 
new era of disruption in banking.  

The bank made an operating profit 
before tax of £2,239 million, and an 
attributable profit of £752 million, the 
first full year profit since 2007. 

Progress in resolving legacy issues 
We resolved a number of major legacy 
issues during the year.  The Competition 
Directorate of the European 
Commission announced that it had 
agreed a revised scheme to satisfy 
the remaining State Aid obligations 
which were imposed on the bank in 
2009. The new scheme replaces the 
need to divest the business formerly 
described as Williams & Glyn, and 
involves the creation of a capability fund 
to benefit challenger banks, alongside 
incentivised transfers of some of our 
small business customers. The scheme 
is not only practical, it will enhance 
competition.

Another potentially damaging 
reputational risk was the 2008 Rights 
Issue litigation.  That has now been 
resolved. The settlement announced in 
June 2017 brought the proceedings to 
an end. 

In 2017 we continued with the run down 
of our non-core bank, with legacy risk 
weighted assets, excluding Alawwal, 
reducing by £12.6 billion in the year. 
Given its reduced scale, in December 
we announced the wind-up of this 

division, with the remainder of the 
assets now folded back mainly into 
NatWest Markets. 

We also settled an action with the 
Federal Housing Finance Agency 
related to this bank’s participation in the 
US subprime mortgage market in the 
run up to the financial crisis.

There is, however, one major piece of 
litigation we need to resolve in relation 
to our past subprime mortgage activity, 
with the Department of Justice in the 
United States. At this point we cannot 
say when that issue will be closed, 
as the timing is not in our gift, but we 
continue to hope to resolve it in the 
coming months. 

The treatment of some of our small 
business customers between 2008 and 
2013 has been under scrutiny, and 
has received significant political and 
media attention. The Financial Conduct 
Authority (FCA) published a summary 
report into the historical operation of 
our former Global Restructuring Group 
(GRG) and the full report by Promontory 
was published by the Treasury Select 
Committee on 20 February 2017. The 
most serious allegations made against 
the bank in an earlier report by Dr. 
Lawrence Tomlinson were not upheld. 
Promontory stated that “they did not 
find that defaults were engineered to 
transfer business simply to generate 
revenue for RBS”.  However, the bank 
was strongly criticised in the report and 
we acknowledge that we could have 
done better for many small business 
customers in GRG. I again apologise 
for the mistakes that were made during 
that time. The attitudes to customers 
displayed by some staff were not 
acceptable, and communication with 
clients was often poor. We have, as a 
result, refunded complex fees to many 
customers and established a complaints 
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scheme which is overseen by an 
independent third party -  retired High 
Court judge Sir William Blackburne, who 
is working through our cases. The FCA 
have described this as an appropriate 
response to these findings. We have 
provided a sum of £400 million for these 
redress schemes.

Economy and Regulation
In 2017 the UK economy continued to 
grow, albeit below its long-term trend 
rate. Inflation is currently running at 
around 3%, above the Bank of England’s 
2% target. In its latest outlook the Bank 
of England has indicated that rates may 
have to rise somewhat sooner, and to a 
somewhat greater extent that they had 
previously anticipated. The Monetary 
Policy Committee believes that inflation 
will still be above target three years 
from now when they expect price 
pressures to be mounting, necessitating 
a monetary tightening. 

Surveys of business confidence 
increasingly point to longer term 
uncertainty over how businesses will 
structure their operations, once the 
UK leaves the EU.  The depreciation of 
sterling pushed up inflation but provided 
a boost to UK exporters, giving them 
the opportunity to reduce prices in 
overseas markets or to boost margins. 
With the International Monetary Fund 
(IMF) and Organisation for Economic 
Co-operation and Development (OECD) 
pointing to improving global growth 
prospects in 2018, the UK economy 
could gain from this favourable 
tailwind, albeit the scale of these gains 
is uncertain. In recent weeks, sterling 
has appreciated against the dollar, but 
remains weak against the euro. 

In terms of regulation it was good 
to receive clarity on one of the most 
significant reforms following the 
financial crisis. The Basel Committee 
scrutinised the way in which banks 
assess risk on their balance sheet, with 
the aim of bringing more consistency 
and tighter controls. The impact on RBS 
of the package announced in December 
2017 is likely to be small and we are well 
positioned for when the new rules come 
into force in 2022. 

We are also on track to meet our 
ring-fencing obligations by 2019. The 
majority of the bank will be within the 
ring-fence, so I will chair the Boards of 
the Group and the ring-fenced bank.  
We are well advanced in the process of 
securing the legal permissions we need 

to transfer some of our customers to the 
most appropriate post ring-fenced legal 
entity. This will allow us to continue to 
serve them with little or no change to 
their day-to-day banking. The services 
they use (their local branch, sort code, 
account numbers and where relevant 
Relationship Manager) will not change 
as a result of the Ring-Fencing Transfer 
Scheme and they will not need to do 
anything differently. 

Brexit 
While there is some more clarity on the 
regulatory environment, the political 
context remains uncertain, especially 
in relation to Brexit. Since our business 
is largely UK-focused, the impact on 
RBS is not as significant as it is on many 
other banks. However, in common with 
them, we are preparing contingency 
plans to maintain our Western 
European business.  One option is to 
use our existing banking licence in the 
Netherlands to provide continuity of 
service from NatWest Markets to our  
EU customers.

Changing customer behaviour  
and disruption
Our operating environment is also 
changing. The UK financial services 
sector is experiencing its most 
significant period of disruption for some 
time. More accessible data, cheaper 
technology, new competition regulation 
and shifting customer expectations 
are the key drivers of change and 
are creating new challenges and 
opportunities for incumbent banks. 
These drivers are enabling new 
challenger banks to compete more 
effectively, from a lower cost base, 
and we have to respond. There will be 
more external partnerships with others 
than we have seen before as we offer 
new products and services. In 2017 we 
created a Technology and Innovation 
Committee of the Board to oversee 
and monitor RBS’s strategic direction 
in what has become one of the most 
important areas of focus for the bank. 
The Committee is chaired by Alison 
Davis. Frank Dangeard and a new 
Board member, Yasmin Jetha, have also 
been appointed as members. 

We also announced a significant 
reduction in our branch network. The 
decision to close a branch is always a 
difficult one to make, and is never taken 
lightly. However, customer behaviour 
is changing, with more customers 
choosing mobile and online over 
traditional branch counters, and we 

must respond to these changes. This 
shift in behaviour, combined with our 
partnership with the Post Office, mobile 
branches and Community Bankers, 
means there are now more ways to 
bank than ever before.  

Our branches will remain key outlets 
for customers and we are investing in 
those that remain, to reflect the way 
customers want to use them, typically 
for financial advice related to buying a 
home or starting a business rather than 
for routine transactional banking.

Colleague engagement, diversity  
and inclusion
We are making good progress 
in improving the culture of the 
organisation. Our annual colleague 
sentiment survey scores are the highest 
they have been in ten years and there is 
generally a more positive outlook from 
colleagues across the bank. 

In 2017 we were recognised as the 
‘Diverse Company of the Year’ at 
the National Diversity Awards; a Top 
10 Employer for Working Families; a 
Times Top 50 Employer for Women and 
retained a gold rating for our work on 
Race in Business in the Community’s 
Race for Opportunity benchmark. We 
also have a Black, Asian and Minority 
Ethnic (BAME) focus on recruitment, 
talent identification and promotion, 
and have introduced explicit targets for 
BAME representation at senior levels  
in 2018.

Today, for the first time, we have also 
published details of the average pay gap 
between male and female colleagues 
in the bank, which is 37.2%. Gender 
pay is markedly different to equal pay 
which looks at the difference in pay 
between men and women for similar 
roles. We are confident that we pay 
our employees fairly and keep our HR 
policies and processes under regular 
review to ensure we do so.

Our gender pay gap reflects an under 
representation of women at senior 
levels. That is not a satisfactory position 
and we know that we still have much to 
do to narrow the gap. We are therefore 
putting more impetus behind our work 
to achieve a better gender balance.   

We are strongly committed to having 
more female colleagues in senior 
positions across the organisation. In 
2015 we set ourselves a target to have 
at least 30% of roles in the three most 
senior levels of each of our businesses 
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filled by women by 2020. Our latest 
figures show we are now at 37% on 
aggregate, and on track to achieve 40% 
by 2020. Furthermore, 44% of our top 
5000 roles are occupied by women and 
we are aspiring to achieve full gender 
balance at all levels of our business  
by 2030.

Building a sustainable bank 
We are committed to running the bank 
as a more sustainable business, serving 
today’s customers in a way that also 
safeguards future generations. 

In 2017, RBS publicly committed to 
support the Financial Stability Board’s 
Task Force on Climate-related Financial 
Disclosures (TCFD) – a voluntary set 
of guidelines encouraging consistent 
climate-related disclosures in annual 
reporting. We also improved our position 
in a number of rankings – for example 
achieving 13th in top 100 organisations 
in the Stonewall Workplace Equality 
Index and maintained inclusion in the 
FTSE4GOOD index and high scores in 
the CDP climate index.  

Our volunteering and fundraising 
partnerships also continue to make 
a difference for the communities 
we serve. In 2017, our employees 
supported a wide variety of charities 
by raising £4.3m in giving through their 
giving and fundraising efforts. We also 
won the Platinum award for Payroll 
Giving and the Payroll Giving Award for 
the Most Successful Sustained Scheme; 
3,454 charities received funding.  

Shareholder engagement 
This year, we have increased the overall 
level of our non-financial disclosures in 
our Strategic report by featuring our 
performance highlights against each of 
our key influences we have described. 
We have introduced a new section, 
entitled Our Stakeholders, which 
describes our stakeholder groups and 
our approach to managing key topics  
of interest such as climate change.

As well as encouraging a more open 
culture internally, the Board has also 
made a considered effort to listen to 
the views of all shareholders. In 2017 
we hosted two retail shareholder 
events in London and Edinburgh. Those 
events provided shareholders with the 
opportunity to share their views on 
our progress and our future initiatives 
directly with members of the Board 
and executive committee. Individual 
shareholders’ views on our plans to 
build a better bank are important to us. 

The Board has, during 2017, as 
in previous years, run a series of 
stakeholder engagement sessions with 
representatives from a wide variety 
of different organisations to discuss 
key topics such as financial capability 
and technological disruption with 
members of our Board and senior 
executives. This is helping us to make 
better informed decisions and ensure 
our future strategy addresses emerging 
sustainability risks and opportunities. 
We will continue to run these events in 
future years. Board members have also 
visited business customers, and will 
undertake more such visits around the 
country this year.

Board Changes
In 2017 Mark Seligman and Yasmin 
Jetha joined the Board and have 
already brought a wealth of experience 
and fresh perspectives to our 
discussions.  Mark became the Senior 
Independent Director at the end of 
the year.  Sadly, John Hughes, who 
joined in June 2017, had to step down in 
September 2017 for health reasons.  
Dr Lena Wilson was appointed as a non-
executive director on 1 January 2018. 
Lena brings strong commercial and 
public sector experience to the Board, 
having previously served as Chief 
Executive of Scottish Enterprise and 
Senior Investment Advisor to The World 
Bank. With effect from 1 January 2018, 
Sandy Crombie stepped down from 
the Board and Penny Hughes has told 
us that she does not plan to stand for 
re-election at the 2018 Annual General 
Meeting.  I would like to thank both 
Sandy and Penny for their outstanding 
commitment and huge contributions 
to RBS over a number of years.  Sandy 
was, as Senior Independent Director, a 
great support to my predecessor and to 
me.  Penny has led the Remuneration 
and, later, the Sustainable Banking 
Committee with great enthusiasm.   
We wish them both well for the future.

Conclusion 
Overall, the Board believes that in 2017 
we have made further progress in 
resolving the legacy issues which have 
hung over the bank for too long. We still 
have important issues to resolve and 
tough decisions to make, particularly 
on cost control, but in 2017 we made 
several important steps in the right 
direction. Thank you for your patience 
as we continue the bank’s turnaround. 
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Chief  
Executive’s  
review

Ross McEwan
Chief Executive 

Putting the past behind us. 
Investing for the future. 
In 2017 we continued to make good progress 
in building a simpler, safer and more customer 
focused bank. I am pleased to report to 
shareholders that the bank made an operating 
profit before tax of £2,239 million in 2017, and 
for the first time in ten years we have delivered a 
bottom Iine profit of £752 million.

We have achieved profitability through 
delivering on the strategic plan that 
was set out in 2014. The first part of this 
plan was focused on building financial 
strength by reducing risk and building 
a more sustainable cost base. So far, 
we have reduced our risk-weighted 
assets by £228 billion and today can 
report a Common Equity Tier 1 ratio 
of 15.9% up from 8.6% in 2013. Our 
financial strength is now much clearer. 
Over the same period we have reduced 
operating costs by £3.9 billion. We still 
have more to do on cost reduction, 
however this reflects the progress we 
have made in making the bank more 
efficient. 

A clear indication of the outstanding 
progress we have made is that from the 
first quarter of 2018, we will no longer 
report adjusted financials.

At the same time as building financial 
strength, we have also made progress 
with the legacy of our past and 
improving our core bank. We have 
delivered on this by resolving a number 
of our litigation and conduct issues. This 
includes reaching settlements last year 

with FHFA in respect of our historical 
Retail Mortgage Backed Securities 
(RMBS) activities and with claimants 
in relation to our 2008 Rights Issue. In 
2017 we also continued to run down our 
legacy assets. The wind-up of our non-
core division, Capital Resolution in 2017, 
was an important moment.  

As part of the support we received in 
2008 and 2009, the bank was mandated 
to meet certain requirements under a 
State Aid restructuring plan. In 2017, 
we received approval for an alternative 
remedies package, which replaced our 
original plan to divest of the business 
formally known as Williams & Glyn. This 
is a good solution, both for improving 
competition in the UK SME banking 
market, and for shareholders.

With this solution in place and currently 
being implemented, the number of 
legacy issues the bank faces has 
reduced. However, we have one major 
legacy issue that we have yet to resolve 
which is with the US Department of 
Justice. The timing of the resolution of 
this issue is not in our control.
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The bank has received significant media 
attention for its treatment of some small 
business customers between 2008 and 
2013. To those customers who did not 
receive the experience they should have 
done while in GRG we have apologised. 
We accept that we got a lot wrong in 
how we treated customers in GRG 
during the crisis. However, these were 
complex and subjective cases with 
each case having unique facts about 
what was the right thing to do. The 
bank welcomes the FCA’s confirmation 
that the most serious allegations made 
against the bank have not been upheld 
and that the steps the bank announced 
in November 2016 to put things right for 
customers are appropriate. 

We have made significant progress in 
improving our culture since then. 

Today this bank is a simpler and safer 
organisation, with colleagues now fully 
focused on our customers. 

I want to thank our colleagues for their 
commitment and resolve during what 
has been a difficult chapter in the bank’s 
history. Our most recent colleague 
survey, Our View, reported the highest 
engagement levels in ten years. We 
also recently won the ‘Employee 
Engagement Company of the Year’ 
at the UK Employee Engagement 
Awards. This shows that our culture is 
improving. This bank is now more open, 
less hierarchical and more focused on 
our customers. Our colleagues serve 
and support millions of customers 
across the UK and Republic of Ireland 
every day, it is vital to our success that 
they feel engaged and motivated. 

Investing to transform our business 
When I started as CEO in 2014 the bank 
was far too complex. We operated in 
38 countries, with over 5,000 systems 
supporting hundreds of different 
products. In our credit card business 
alone we offered 55 different card 
designs, as the organisation had grown 
we had added complexity which 
distracted us from our key stakeholder, 
the customer. Our customers want a 
bank which protects their safety and 
security, and is also responsive to  
their needs.

Today we have exited 26 countries 
and now have a more focused product 
set, underpinned by almost half the 
number of systems we previously had. 
Simplification will continue to be a key 
focus for the organisation in 2018.  

We are going through all of our end-to-
end customer processes to ensure they 
are fit for purpose. 

Our mortgage application journey is 
experienced by thousands of customers 
every day. With one of our strategic 
aims being to grow in this market, 
the benefits of simplification and 
automation in this area are vast. Given 
this, in 2017 NatWest was the first UK 
bank to offer paperless mortgages. 
Customers can now apply for a 
completely digital mortgage which uses 
the latest technology to securely share 
and verify documents online. With this 
new proposition, mortgage offers can 
now be made within 11 days, down 
from 23 days before. The process also 
eliminates close to 4.3 million sheets of 
paper a year, reducing our impact on 
the environment.

The opportunities created by greater 
simplification and automation, in terms 
of improved controls, cost reduction 
and a better customer experience,  
are significant for this bank.

As well as transforming our processes 
and products, in 2017 we continued to 
reap the benefits of refocusing our main 
customer-facing brands. With each 
now speaking to a unique constituency 
of customers, we are better placed 
to differentiate ourselves from our 
competitors. With NatWest for England 
and Wales, Royal Bank of Scotland, 
for Scotland and Ulster Bank for the 
island of Ireland – we truly are a bank of 
brands in the UK and the Republic  
of Ireland.

Customer driven change
Listening and responding to our 
customers is helping us to get closer 
to meeting our goal to be No.1. In light 
of this we have continued with the roll 
out of Closed Loop Feedback in 2017. 
Today, within 24 hours of an interaction 
taking place, customers can provide 
specific, actionable feedback directly to 
the teams that serve them, empowering 
colleagues to listen, learn from and 
act on what our customers are telling 
us. With our complaints volumes down 
9% on the previous year, and our Net 
Promoter scores improving in half of 
our chosen customer segments, we 
continue to see the benefits of customer 
driven change in this bank.  We still  
have a lot of work to do to meet our 
2020 ambition of being the number  
one bank for customer service,  
trust and advocacy.

Listening to our customers is not only 
reducing complaints, it’s also driving 
product and service improvements. 
In our commercial bank for instance, 
in response to customers’ demand for 
greater speed and efficiency, we have 
developed self service account opening. 
Through this channel more than 90% of 
our new to bank commercial customers 
are able to initiate account openings 
themselves and, crucially, are doing 
it 30 minutes faster than if they used 
telephony. Customers told us this  
was a pain point for them and we  
have responded.

Listening to our customers and 
investing to simplifying our processes is 
helping us build a bank which is lower 
cost, and competitive in our target 
markets – improving outcomes for both 
customers and shareholders.

We are committed to running the 
bank as a more sustainable business, 
serving today’s customers in a way 
that also helps future generations. As 
technological, social and environmental 
changes shape the world, it’s important 
to stay connected with evolving 
customer needs, our shareholders and 
the wider expectations of society. One 
of the ways in which we are doing this 
is through our Board-level stakeholder 
engagement programme where we 
proactively listen, learn and engage 
with our stakeholders to improve the 
way we do business. 

Supporting the UK economy
While transforming the bank, we have 
continued to support the UK economy. 
In 2017 we extended £33.9 billion in 
new mortgage lending, helping grow 
our mortgage market share for the fifth 
consecutive year. We continue to target 
growth in our mortgage market share 
in 2018.

We are also the biggest supporter of 
UK business. Our commercial bank 
grew lending in our target markets, 
this commitment supported both 
recognised household names and 
fledgling start-ups. Our commitment 
to business goes beyond simple 
financing, our Entrepreneurial Spark 
programme continued to grow in 2017 
and has supported over 3,800 new 
businesses since 2012 with award-
winning facilities and an outstanding 
support network. Our work is also being 
recognised externally. In 2017 NatWest 
was awarded Best Business Bank in 
the UK by the National Association of 
Commercial and Finance Brokers.
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Throughout 2017 NatWest Markets 
has continued to deepen its customer 
relationships by providing global 
market access and innovative and 
tailored solutions.  As well as increasing 
employee engagement and improving 
the control environment, the business 
has made material progress to realise 
cost and operating efficiencies.

Responding to technological change
The financial services industry is going 
through one of the most significant 
periods of change we have seen in 
many years, and we are responding.

Like other industries, the digital 
revolution has naturally led to lower 
footfall in our branches. Branch 
transactions are down 40% on 2013, 
as increasingly our customers prefer 
the convenience and ease of digital 
banking. Given this we have made 
some difficult, but necessary, decisions 
around the scale of our branch network 
in 2017. This does not mean we are not 
supporting our customers. In fact we 
are providing customers more ways to 
bank than ever before, be that through 
a visit to their local Post Office, a visit 
from one of our 39 mobile branches, 
which visit over 600 towns and villages 
on a weekly basis, meeting one of 
our 100 community bankers, a digital 
appointment with one of our video 
bankers, logging on to internet banking 
platform, or banking on the go with 
our market leading mobile app. Our 
customers have never had as many 
channels through which to undertake 
their banking.

For the first time we now have more 
active mobile users than users online, a 
clear indication of the direction of travel 
of our customers’ banking preferences.

Our ambition is for the standard 
of service we provide to always be 
outstanding, no matter how our 
customers choose to interact with us. 
In 2018 our branches will increasingly 
focus providing specialised expertise 
and advice as well as on helping 
customers tap into the wealth of ease 

and efficiency they can experience 
through using our digital channels. 

In our commercial bank, we are 
supporting customers shift to mobile 
through building our online service 
Bankline service into an app. Currently, 
90,000 commercial customers are 
active on Bankline. In the future we 
expect this to move increasingly to 
mobile.  In 2018, we will also launch 
Bankline mobile for our larger 
commercial customers. This new 
service will act as a companion to our 
current Bankline on-line technology. 
Initially, customers will be able to view 
transactions and send payments with 
biometric approval. In the coming 
quarters we will further expand the 
scope of what Bankline Mobile offers. 

Embracing the latest in digital 
innovation
We know that we cannot stand still 
on innovation as our competitors 
certainly are not.  Over the last few 
years we have invested in building our 
partnerships and scouting networks 
across the globe to ensure we are at  
the cutting edge of technology. We have 
developed some excellent partnerships 
and one area we have advanced 
significantly in is Artificial  
Intelligence (AI). 

By harnessing the latest in computer 
learning and speech recognition, in 
partnership with IBM, we have built 
an AI chatbot, called Cora. Cora is 
helping our customers with many of 
their most common queries. Crucially 
Cora is available 24/7, has no ‘wait-time’ 
to serve a customer and can handle 
an unlimited number of queries at the 
same time. Since Q1 2017 Cora has 
handled over four hundred thousand 
conversations responding to over two 
hundred different questions.

In partnership with Soul Machines, we 
are investing now to build an evolution 
of Cora for 2018, giving her a visual 
avatar acting as the interface with our 
customers. Initial trials are proving a 

success with customers telling us that 
using Cora made them less concerned 
about converting to our other digital 
channels.  While many customers felt 
empowered to be more direct in their 
questioning of Cora, as they felt much 
safer and more secure with her.

Through digital innovation we will serve 
customers more efficiently, be more 
responsive to their needs and at the 
same reduce costs in the business and 
build a more solid control environment.

Looking forward
In the past our legacy has dominated 
our corporate story. In 2017 our 
financial strength improved and we 
continued to put the past behind 
us. We are entering a new phase of 
transforming the core bank through 
technology innovation and end-to-end 
process re-engineering. Our future 
will be high tech and high touch, which 
means lower cost, high quality digital 
services with human expertise available 
when required.

Conclusion
I would like to thank shareholders for 
their continued support. We welcome 
the indication in the Chancellor’s 
budget statement about the potential to 
restart share sales during the fiscal year 
2018/2019, again this is a further proof 
of the progress we have made.

We recognise our responsibility towards 
the society we serve and operate in. It is 
only by supporting our customers and 
communities to succeed that we will 
be become a more sustainable bank. I, 
together with my management team, 
view this as a core part of our ambition 
to be No.1 for customer service, trust 
and advocacy.

As the number of our legacy issues 
reduces, and our business performance 
improves, the investment case for this 
bank is clearer, and the prospect of us 
rewarding our shareholders is getting 
closer.

“ In 2017 we continued to make good 
progress in building a simpler, safer  
and more customer focused bank.”
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RBS reported its first ‘bottom-line’ profit in ten years

  2017 operating profit of £2,239 million, an increase of £6,321 million 

compared with 2016. 

  Adjusted operating profit(1,2) increased by 31.1% to £4,818 million.

  2017 attributable profit of £752 million.

  4.0% increase in adjusted income(1) and an 8.1% reduction in adjusted 

operating expenses(2) driving a 12.1% improvement in operating 

leverage.

  Net interest margin (NIM) reduced by 5 basis points to 2.13% 

compared with 2016.

  Supported the UK economy through a £6.0 billion, or 2.2%(3), increase 

in net lending across PBB, CPB and RBSI. Whilst behind our 3% target, 

this represents strong growth in a competitive environment.

2017 
performance 
summary

2017 performance summary

Delivery against our 2017 targets

Strength and sustainability

Maintain bank CET1 
ratio of 13%

CET1 ratio of 15.9%; up 250 
basis points from 2016

Strategy goal 2017 target 2017

Customer experience 

Significantly increase NPS or maintain 
No.1 in chosen customer segments

We have achieved target in half our key 
customer segments and Commercial 

Banking remains ahead of its main 
competitors. Trust has improved for both 

NatWest and Royal Bank of Scotland

Simplifying the bank

Reduce adjusted operating expenses 
by at least £750 million

Adjusted operating expenses down 
£810 million, or 9.6%, excluding  

VAT recoveries(2)

Supporting growth

Net 3% growth on total PBB,   
CPB and RBSI loans to customers

Net customer loans in PBB, CPB, 
and RBSI up 2.2%(3) for the year

Employee engagement

Improve employee  
engagement

Employee engagement improved by 7 
points to 83, 1 point above the GFS norm

Custstomomer e e experieience 

Supppportingngng growtwth

Simpmplifying g g the babank

Emplployee e e engagemementt

Notes:

(1)   Income excluding own credit adjustments £69 million loss (2016 - £180 million gain), loss on redemption of own debt £7 million (2016 - £126 million) and strategic disposals £347 million ( 2016 - £164 million).

(2)   Operating expenses excluding litigation and conduct costs £1,285 million (2016 - £5,868 million), restructuring costs £1,565 million (2016 - £2,106 million) and VAT recoveries of £86 million (2016 - £227 million).

(3)   Excluding transfers. See notes on page 15 for further details.



15 minutes to apply 
for a business account

The process of applying for an account with us is 
now quicker than ever for our business customers.

Using our new online service, business customers 
who are new to the bank can open their account 
at a time and place to suit them, and the whole 
process can be completed in less than the time it 
takes to enjoy a coffee break.

85% of new customers have opened accounts via 
our self-service offering since it became available 
in 2017, benefiting from a simpler, more efficient 
process that frees up more time for the things that 
really matter – like running a business.

Continued track record of delivery 
against our stated objectives 

  Grow income: Adjusted income 
increased by £490 million, or 4.0%.      

  Cut costs: Excluding VAT 
recoveries, adjusted operating 
expenses reduced by £810 million(2), 
or 9.6%.

  Reduce capital usage: Excluding 
volume growth, RWAs reduced 
by £20.8 billion across PBB 
(£0.6 billion), CPB (£12.9 billion), 
RBSI (£4.4 billion) and NatWest 
Markets core (£2.9 billion), already 
achieving our 2018 target.

  Resolve legacy issues:  
During 2017, RBS:

 Wound up the former Capital 
Resolution business. Legacy RWAs 
now represent around 11% of total;

 Received formal approval from 
the European Commission for its 
alternative remedies package in 
respect of the business previously 
described as Williams & Glyn; and

 Reached settlement with the 
Federal Housing Finance Agency 
(FHFA) and the California State 
Attorney General in the US and 
resolved the 2008 rights issue 
shareholder litigation.

Significant capital build  
throughout 2017

  CET1 ratio increased by 250 basis 
points to 15.9%, despite absorbing 
significant additional legacy costs.

   IFRS 9 adoption on 1 January 2018 
increased CET1 by a further 30 
basis points.

Prioritising transformation 
acceleration

  Increased investment and 
innovation spend focused 
on achieving higher levels of 
digitisation and automation.

  Faster repositioning of the bank’s 
existing distribution network and 
technology platforms towards 
mobile, cloud based platforms and 
virtualisation. 

Building a more sustainable bank

  Our Board Sustainable Banking 
Committee hosted four stakeholder 
engagement sessions, inviting a 
broad mix of stakeholders to share 
their perspective on key issues  
with us.

  RBS is a founding partner with the 
National Trading Standards Scam 
Team on their ‘Friends Against 
Scams’ initiative.

  RBS was recognised by InfraDeals 
as the leading lender to the UK 
renewables sector by number of 
transactions over the past six years 
(2012- 2017).   

  We helped over one million 
customers with a free Financial 
Health Checks to help customers 
organise their finances and  
achieve their financial goals.

  We supported over 3,830 
people through our enterprise 
programmes. This includes the 
following enterprise programmes: 
Entrepreneurial Spark, Prince’s 
Trust and Skills & Opportunities 
Fund.

13



14

Ulster Bank RoI
  Ulster Bank RoI reported an adjusted operating profit of 

€109 million and an adjusted return on equity of 3.6% in 
2017. Adjusted income decreased by €8 million, or 1.1%, 
primarily reflecting a reduction in income on free funds, 
partially offset by one-off items, higher lending income 
and reduced funding costs. 

  Gross new lending increased by 3.4% from €2.5 billion in 
2016 to €2.6 billion. Further cost efficiencies have been 
achieved, with adjusted expenses reducing by €43 million 
in 2017. 

  Ulster Bank RoI was amongst the first banks in Ireland 
to introduce Apple Pay and Android Pay, and now over 
70% of our customers are actively using our digital 
proposition, increased from 58% of our active customer 
base in 2016. We continue to reposition capital, with 
REILs down by 9.8% to €3.7 billion, representing 15.9% of 
gross customer loans, compared with 17.5% in 2016.

UK Personal & Business Banking
  UK PBB now includes the business previously described 

as Williams & Glyn. Adjusted operating profit of £3,084 
million was 18.4% higher than in 2016, including a 
£185 million debt sale gain. Income increased by 5.7% 
to £6,477 million supported by a 5.9% increase in net 
loans and advances, which more than offset margin 
contraction. Adjusted operating expenses were 7.1% 
lower than 2016 reflecting reduced headcount and  
lower back-office operations costs. Adjusted return on 
equity increased to 30.7% in 2017 from 25.1% in 2016. 
There are a range of variables that could impact near to 
medium term returns, including RWA inflation as a result 
of a change in Bank of England mortgage risk weighting.

  Gross new mortgage lending was £31.0 billion, with 
market share of new mortgages at approximately 12%, 
supporting growth in stock share to approximately 
10%. Mortgage approval share in Q4 2017 decreased to 
approximately 12%, from around 14% in Q3 2017, and 
mortgage new business margins were 14 basis points 
lower in the quarter, in part reflecting intense price 
competition in the market. 

  UK PBB continues to invest in its digital offering and now 
has 5.5 million customers regularly using its mobile app, 
20% higher than December 2016, and in 2017 was the 
first bank to launch a paperless mortgage journey.

Segmental  
highlights
RBS continues to deliver on its plan to build a strong, simple and 
fair bank for both customers and shareholders. During 2017 
RBS’s activities were organised on a franchise basis as follows; 
Personal & Business Banking (PBB) comprising two reportable 
segments, UK Personal & Business Banking (UK PBB) and Ulster 
Bank RoI; Commercial & Private Banking (CPB) comprising two 
reportable segments, Commercial Banking and Private Banking; 
RBS International and NatWest Markets. 

For more details refer to the Business Review on pages 130 to 148.
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Commercial Banking
  Commercial Banking includes selected assets from the 

former Capital Resolution business from 1 October 2017. 
Adjusted operating profit of £1,308 million was 2.7% 
higher than 2016 and adjusted return on equity remained 
broadly stable at 8.2%. Income increased by 2.0% due to 
increased volumes in targeted segments and deposit  
re-pricing benefits. 

  Adjusted operating expenses reduced by 6.3% reflecting 
operating model simplification and productivity 
improvements, including a 16.4% reduction in front office 
headcount. Commercial Banking net impairment losses 
of £362 million increased by £156 million and reflecting a 
small number of single name impairments. 

  Adjusting for transfers (1), net lending decreased by £4.9 
billion in 2017, as growth in targeted segments has been 
more than offset by active management of the lending 
book, achieving gross RWA reductions of £12.5 billion. 

  With the successful launch of our entrepreneur 
accelerator hub in London we now have 12 business 
accelerators throughout the UK. Across these hubs, over 
3,800 start ups have benefitted from our support, which 
has helped them raise £255 million of investment while 
creating over 8,000 jobs. 

Private Banking 
  Private Banking now includes the Collective Investment 

Funds business transferred from UK PBB on 1 October 
2017. Adjusted operating profit increased by £78 million, 
or 52.3%, to £227 million and adjusted return on equity 
increased to 11.3% from 7.8%. Adjusting for transfers, 
income increased by £12 million due to higher lending 
volumes and an £8 million gain on a  property sale, 
partially offset by margin pressure. A 12.9% reduction in 
adjusted operating expenses was supported by an 11.8% 
reduction in front office headcount. 

  Net loans and advances increased by 10.7% to £13.5 
billion and assets under management increased by 
14.4%, adjusting for transfers (2). 

  We continue to focus on delivering the best customer 
experience, including investing in digital by launching 
Coutts Invest and an enhanced mobile experience, and 
we were awarded Best Private Bank in the UK at the 
Global Private Banking Awards 2017.

RBS International (RBSI)
  RBSI reported an adjusted operating profit of £184 

million, 5.6% lower than 2016. Income increased by 4.0% 
driven by increased lending and deposit volumes and  
re-pricing actions on the deposit book. Adjusted 
operating expenses increased by 19.5% reflecting 
increased operational costs associated with becoming 
a non ring-fenced bank. Despite this, adjusted return on 
equity remained robust at 12.6%. 

  RWAs of £5.1 billion reduced by £4.4 billion compared 
with 2016 reflecting the benefit of receiving regulatory 
approval for RBSI to adopt an advanced internal ratings 
based approach on the wholesale corporate book. 

NatWest Markets
  Following the closure of the former Capital Resolution 

business in Q4 2017, NatWest Markets now includes 
legacy run-off assets alongside its core businesses. 
An operating loss of £977 million was reported in 2017, 
including a profit of £41 million in the core business. 
Adjusted operating loss of £264 million, compared with 
£1,231 million in 2016. Adjusted income in the core 
business increased by 9.5% to £1,665 million, largely 
driven by Rates as the business navigated markets well. 

  Legacy disposal losses, other adjustments and 
impairments of £513 million were incurred in 2017, 
compared with £825 million in 2016. Adjusted operating 
expenses reduced by 26.7% reflecting a significant 
reduction in the legacy business, as it moved towards 
closure, and cost reductions in the core business. 

  RWAs decreased by £15.3 billion, adjusting for transfers, 
to £52.9 billion primarily reflecting legacy business 
reductions. At the end of 2017 the legacy business within 
NatWest Markets had RWAs of £14.0 billion, excluding 
RBS’s stake in Alawwal Bank, a reduction of £10.9 billion, 
adjusting for transfers (3), over the course of the year.

Notes:

(1)   Shipping and other activities which were formerly in Capital Resolution were transferred 

from NatWest Markets on 1 October 2017, including net loans and advances to 

customers of £2.6 billion and RWAs of £2.1 billion. Commercial Banking transferred 

whole business securitisations and relevant financial institution’s (RFI) to NatWest 

Markets during December 2017, including net loans and advances to customers of £0.8 

billion and RWAs of £0.6 billion. Comparatives were not re-presented for these transfers.

(2)   UK PBB Collective Investment Funds (CIFL) business was transferred from UK PBB 

on 1 October 2017, including total income in Q4 2017 of £11 million and assets under 

management of £3.3 billion. Private Banking transferred Coutts Crown Dependency 

(CCD) to NatWest Markets during Q4 2017, including total income of £2 million and 

assets under management of £1.3 billion. Comparatives were not re-presented for these 

transfers.

(3)   Shipping and other activities which were formerly in Capital Resolution were transferred 

to Commercial Banking on 1 October 2017, including RWAs of £2.1 billion. Whole 

business securitisations and relevant financial institutions (RFI) were transferred 

from Commercial Banking during December 2017, including RWAs of £0.6 billion. 

Comparatives were not re-presented for these transfers.

(4)  Transfers include £0.4 billion loans and advances transferred from Commercial Banking 

to UK PBB during 2017 to better align Business banking customers. Comparatives were 

not re-presented for these transfers.



Video banking – 
a different way  
to bank

Today’s busy lifestyles mean visiting a 
branch is not convenient for everyone. 
So we are developing alternative ways 
for customers to bank with us. 

Our new Video Banking service lets 
customers chat face-to-face with a 
senior personal banker – at a time and 
location to suit them, whether they 
are at home, at work or on the move. 
Appointments are available from  
9am- 8pm Monday to Friday and  
9am-3pm on Saturday. 

Video Banking Manager David Hunter 
explains; “We connect with the 
customer using a live video link and can 
discuss and arrange anything from a 
personal loan, credit card or overdraft, 
to opening a current or savings account, 
or setting up a meeting with a  
mortgage adviser.”
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2017 performance summary

Looking forward

We reiterate our medium term outlook 
on both return on tangible equity and 
cost:income ratio. We also now intend 
to accelerate the transformation of 
the bank which necessitates increased 
investment and innovation spend 
together with additional restructuring 
costs. As a result operating costs, 
excluding restructuring and litigation 
and conduct costs, will reduce 
compared with 2017, but the rate of cost 
reduction will be materially lower than 
in 2017. We expect to incur restructuring 
charges of around £2.5 billion across 
2018 to 2019 cumulatively, of which 
c.£0.3 billion relates to the completion of 
the State Aid remedy and reintegration 
of the former Williams & Glyn (W&G) 
business into UK PBB. This is compared 
to previous guidance of around £1 
billion excluding the impact of W&G, 
with around two thirds of the remaining 
c.£1.2 billion increase being driven by 
costs associated with the accelerated 
transformation.

RBS continues to deal with a range of 
significant risks and uncertainties in 
the external economic, political and 
regulatory environment and manage 
both conduct-related investigations and 
litigation, including relating to RMBS. 
Substantial additional charges and 
costs may be recognised in the  
coming quarters. 

With the introduction of IFRS 9, 
impairments are expected to be more 
volatile and we continue to remain 
mindful of potential downside risks, 
particularly from single name and 
sector driven events. The consensus 
view of Brexit suggests a weaker 
UK economy in the short to medium 
term. With the current high level of 
UK household debt and real wage 
compression, any increases in 
unemployment and interest rates 
present a threat to retail impairment 
rates. In wholesale portfolios further 
softening of GDP growth would be 
expected to impact credit losses 
negatively. We retain our guidance that 
through the cycle losses would be in the 
range of 30-40bps.

By the end of 2018, we expect Bank 
RWAs to be lower by £5-10 billion. This 
is despite model uplifts in Commercial 
Banking in 2018 which are expected to 
drive some RWA inflation. The majority 
of the gross RWA reductions will be 
within NatWest Markets legacy assets, 
including the benefit of the anticipated 
merger between Alawwal Bank and 
Saudi British Bank, and Commercial 
Banking.

RBS Group capital and funding issuance 
plans for 2018 focus on issuing  
£4-6 billion MREL-compliant securities. 
We do not currently anticipate the need 
for either AT1 or Tier 2 issuances. As in 
2017, we will continue to target other 
funding markets to diversify our funding 
structure. In support of the ring-fencing 
requirements and to build up RBS Plc (to 
be renamed NatWest Markets Plc) as a 
standalone non ring-fenced bank, we 
anticipate issuing £2-4 billion of senior 
unsecured issuance from this entity in 
addition to continued reliance on short 
term funding.

In the near to medium term, we would 
expect the bank to maintain a CET1 
ratio in excess of our 13% target given 
a range of variables that are likely to 
impact us over the coming years. These 
include: 

   potential final costs of a resolution 
with the US Department of Justice;

  future potential pension 
contributions and the interplay 
with capital buffers for the bank 
for investment risk being run in the 
pension plan;

  RWA inflation as a result of IFRS 16, 
Bank of England mortgage floors 
and Basel 3 amendments;

  expected increased and pro-cyclical 
impairment volatility as a result of 
IFRS 9; and

  the collective impact of these items 
on our stress test results

We remain committed to restarting 
capital distributions when permitted, 
with resolution with the US Department 
of Justice being a key milestone to 
enable this.

Medium term outlook

We retain our target of achieving a sub 
50% cost:income ratio and above 12% 
return on equity by 2020. 

While we expect operating costs to 
reduce each year from 2018 to 2020, 
given the increased level of investment 
and innovation spend expected over the 
coming years we are no longer guiding 
to an absolute 2020 cost base. 

The NatWest Markets segment balance 
sheet as at end 2017 is broadly similar 
to the expected target balance sheet of 
the NatWest Markets Plc after the ring-
fence transfer schemes to be carried 
out during 2018.  In preparation for the 
UK ring-fencing regime, the previously 
reported operating segments were 
realigned in Q4 2017 and a number of 
business transfers completed. These 
changes included the NatWest Markets 
segment absorbing the former Capital 
Resolution segment (other than for 
certain shipping and portfolio assets). 
Notwithstanding a planned capital 
reduction exercise in July 2018, by 2020 
this entity is targeting a capital base 
with a consolidated end state CET1 of 
14%, a leverage ratio greater than 4% 
and a total capital ratio of at least twice 
the CET1 ratio, including the benefit  
of downstreamed internal MREL.  

By 2020, NatWest Markets targets a 
RWA position of c.£35 billion including 
legacy assets, with the legacy assets 
generating minimal associated income, 
and an overall cost base of around  
£1 billion.

Trading update

Overall, RBS has had a positive start  
to 2018.

2018 Outlook(1)

Note:

(1)  The targets, expectations and trends discussed in this section represent management’s current expectations and are 

subject to change, including as a result of the factors described in this document and in the Risk Factors on pages 372 to 

402. These statements constitute forward looking statements, refer to Forward Looking Statements on page 407.
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Cora

How bots are changing banking

Artificial Intelligence (AI) is fundamentally changing how customers 
interact with services across a number of industries from 
healthcare to journalism and even manufacturing. 

Banking is no different, and that is why, in partnership with IBM, we 
have introduced Cora – our helpful, digital assistant – for Royal Bank 
of Scotland, NatWest and Ulster Bank customers. Cora answers 
questions from customers 24/7, freeing up colleagues’ time, so they 
can help customers with more complex queries. Customers can 
find Cora across our digital channels whenever they need help. 
Whether that is when they are using online banking, or browsing 
our websites, she is there to solve the tricky questions. 

Jane Howard, MD Personal Banking says: “The great thing about 
Artificial Intelligence is that it’s a machine that learns the more you 
interact with it. This has the opportunity to be game-changer for 
banking as we strive to offer a better service for our customers.”
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No.1 

for customer 
service, trust 

and advocacy

Serve customers well

Serving 
customers

Working 
together

Doing the 
right thing

Thinking 
long term

Employee 
    engagement

Simplifying
the bank

Supporting
sustainable

growth

   Strength 
and 

sustainability 

Customer
experience

Our Priorities

Our Brands

Our  Values

Our Purpose

Our Ambition

Our blueprint for
lasting success

Our 2020
Goals

Cost:income 
ratio < 50%

No.1 for 
service, trust 

and advocacy

               Employee 
engagement in 

upper quartile of 
Global Financial 

Services (GFS) norm 

Leading market 
positions in 

every franchise

CET1 ratio 13% 

RoTE ≥12%

Our business 
model and strategy

Our Strategy
Our ambition is to become number one for 
customer service, trust and advocacy as we meet 
the aspirations and needs of our retail, business, 
commercial, corporate and institutional customers. 
Our core businesses are centred around the UK 
and Republic of Ireland markets with a focused 
international capability.

We are building a better bank for our customers, and one that will deliver sustainable 
returns for shareholders. Our purpose is to serve customers well, and to do so, we 
are becoming a safe, simple, customer-focused UK and Ireland bank.

Underpinning that ambition is our 
blueprint for success. This is our  
plan which drives our strategic  
decision making.

RBS is continuing to build a bank that 
is easy to do business with, and meets 
customers’ continually evolving needs. 

Our plan focuses on delivering  
excellent customer service through  
all of our brands. 

Creating lasting relationships  
with our customers, who advocate 
for our bank, is the key to generating 
sustainable value.

Our plan

Our business model and strategy

Our blueprint for 

lasting success
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Our 2020 vision

The bank of 2020 will be high tech and high touch, which means lower cost, high 
quality digital services with human expertise available when required. This will be 
underpinned by a clear commitment to our customers, shareholders and other 
stakeholders.

Strength and sustainability

We remain focused on building a strong 
and stable bank. We have continued 
to improve the fundamentals, by 
increasing our capital strength, building 
a robust liquidity position and balancing 
our loan to deposit ratio. As one of the 
UK’s largest banks we understand the 
importance of supporting the UK’s 
economic and social development. 
Through our balance sheet lending and 
range of sustainable banking initiatives, 
we are working to improve outcomes 
for all stakeholders.

Customer experience

We are investing in our people, service, 
and product proposition to ensure we 
provide market leading technology 
and signature customer experiences, 
through a wide variety of channels.

Simplifying the bank 

Streamlining of processes and 
removing unnecessary complexity 
lowers our operating costs, and makes 
our customer interactions more 
straightforward.

Supporting sustainable growth

A strong sustainable business grows 
with its customers. We continue to 
support our customers through offering 
products and services which meet  
their needs.

Employee engagement

Engaged colleagues lead to engaged 
customers. At RBS we are committed  
to investing in our colleagues and 
creating leaders who inspire and 
empower their teams.

Our priorities

  A leading UK retail and 
commercial bank with  
a focused financial  
markets division

  Strong brands and  
market positions

  Growing in attractive  
chosen markets

  Track record of cost and 
risk reduction

  Improving returns and  
capital generation

  Significant distribution 
potential

2020

Our business model and strategy

Reinvestment

Improving productivity

Sustainable returns  
above cost of capital

Significant  
capital return potential  

to shareholders

Resilient Balance Sheet with 
improving efficiency

Balanced, stable  
and improving  

income generation

Sub 50% C:I Ratio13% CET1 Ratio

12% + ROTE

Customer 
led, digital 
enabled  
model
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Our Structure
We have four customer franchises, and each is underpinned 
by a range of distinct brands, which are the route through 
which we engage with our customers.

Services provide business-aligned technology, operations 
and property services across the bank.

It is also accountable for technology risk, payments,  
data, change management and the bank’s fraud and 
security functions.

These teams define functional strategy and the financial 
plan to support the franchises and other functions.

Most functions are a mix of control, expertise and 
advisory. All common support activities across the 
organisation are included.

Corporate Governance & Regulatory Affairs Internal Audit

Our Functions & Services

Personal and  
Business Banking (PBB) 

With a branch network and mobile, 
telephone and online banking propositions 
PBB provides services in the UK  and the 
Republic of Ireland. Through a simple 
range of products PBB meets the needs of 
our retail banking,  mass affluent and small 
business customers.

Commercial and  
Private Banking (CPB) 

CPB serves our commercial and high net 
worth customers in the UK and Western 
Europe. Commercial Banking supports 
our corporate clients by providing 
comprehensive commercial banking and 
financing services with sector expertise. 
Our Private Banking business offers high 
net worth clients private banking, wealth 
planning and investment management 
services.

NatWest Markets

NatWest Markets offers corporate and 
institutional customers global market 
access, providing them with financing and 
risk management solutions, built around 
rates, currencies and financing products.

RBS International (RBSI) 

RBSI supports personal, commercial, and 
financial institution customers through 
branches in Jersey, Guernsey, Isle of Man 
and Gibraltar. RBSI also supports financial 
institution customers through wholesale 
branches in Luxembourg and London,  
both opened in 2017.

Payments

Insurance

Liquidity 

management

Secured Personal  

loans

Credit 

cards

Current 

accounts

Saving 

accounts

Portfolio 

management

Unitised  

funds

Financial  

planning

Business  

lending

Invoice  

financing

Asset-backed 

lending

Rates

Currencies

Financing

Finance
Human 

Resources

Our 
products

Our 
brands

Risk
Communications  

& Marketing
Legal Services

Our business model and strategy
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Pain-free small business 
accounting

Research in 2017 showed that only half of our one million 
small-business customers used accounting software, and 
that cash flow management was one of their biggest  
pain points. 

We wanted to help make their lives easier, so we have 
partnered with FreeAgent, an Edinburgh-based Fintech 
that provides accounting software which lets small-
business owners track their finances and report their 
taxes digitally. 

Now all of our small-business customers can sign up to 
FreeAgent using their existing business banking login 
details. The process is safe, secure and completely paper-
free, and the software helps to make financial reporting 
and cash flow management quick and easy. 



Our Brands
Our brands are our main connection with 
customers. Each takes a clear and differentiated 
position that will help us strengthen our 
relationships with our customers, stand out in  
the market, and build the value of our brands.

NatWest serves customers in England and 
Wales, supporting them with their banking 
needs, at all stages in their lives.

Royal Bank of Scotland is committed  
to serving Scottish communities and  
English commercial business.

Ulster Bank operates both in the  
Republic of Ireland and Northern Ireland. 

Lombard is the UK’s largest provider of 
asset finance, helping to take businesses 
to the next level with a forward-looking 
entrepreneurial approach.

Exceptional service sits at the heart of 
Coutts, a business that has been built on 
understanding the needs of their private 
and commercial clients.

Adam & Company provides progressive 
private banking, tailoring its services and 
solutions to match each client and their 
unique needs.

Child & Co is one of the oldest private banks 
in the UK, providing bespoke banking 
services from the legal heart of London.

Drummonds has served private banking 
customers for over 300 years, providing  
a discreet and professional service.

As the bank of the British Armed Forces, 
Holt’s prides itself on understanding the 
complexities of serving in the military  
and providing a personalised service.

Isle of Man Bank is the ‘community bank’ 
and the island’s oldest native bank,  
offering retail, private and business  
banking services to local customers.

RBS International is one of the world’s 
leading offshore banks, operating under 
three distinct brands – RBS International, 
NatWest and Isle of Man Bank.

NatWest Markets offers its customers global 
market access, providing them with trading, 
risk management and financing solutions 
through its trading and sales operations.
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Building a more sustainable bank 
Our long term success is dependent on our ability to generate 

value for society by providing products, services and facilities 

that are useful to people and the communities in which we 

operate. Our value creation model is a simplified way of 

showing how this works, including the way we use resources, 

skills and relationships to deliver value for all our stakeholders. 

One of the ways by which we meet the expectations of our shareholders is by delivering the best possible service for 
customers to meet their needs. At the same time, we recognise our responsibility towards society as a whole. It is only 
by supporting our customers and communities to succeed that we will be become a more sustainable bank.

RBS provides financial services to individuals and businesses, primarily in the UK and Ireland. We rely on financial, 
human and intellectual, social and relationship, infrastructure and natural capital to do so. We leverage these 
forms of capital through our expertise, technology and customer focus across our different brands. This helps to 
improve the quality of customer service. We also seek to create sustainable value for our shareholders and other 
stakeholders, including customers, employees, and civil society.

Our key resources and relationships

Financial 

We make use of shareholder capital 
and other forms of financial capital, 
including £367.0 billion in customer 
deposits.

Social and Relationship 

19 million customers in the UK and 
Republic of Ireland. 

Infrastructure 

We now have a trained TechXpert in 
every branch to help our customers get 
the most from our digital services.  We 
also provide telephony and webchat 
and self service options like ATMs and 
Cash Deposit Machines. Our customers 
also have access to our fleet of mobile 
branches covering more than 600 
communities every week, and 11,500 
Post Office branches where they can 
carry out every day transactions face-
to-face. 

Natural 

690 GWh of energy consumed and  
8,700 tonnes of paper used in 2017. 
The bank has reduced total carbon 
emissions linked to energy and  
business travel by 39% since 2014.  
The electricity we buy in the UK is from 
renewable sources, further reducing 
our environmental impact.

Human and Intellectual 

A capable, caring and motivated 
workforce of 71,924 (permanent 
headcount). We recruited 216 
graduates and 255 apprentices.

Over 64,600 employees underwent 
training by the Chartered Banker 
Professional Standards Board 
(CB:PSB), with 94% of applicable 
employees achieving the CB:PSB 
Foundation Standard

Almost 3,000 leaders participated 
in ‘Determined to Lead’, our core 
management system for the bank to 
support our leaders putting our values 
into practice every day.

£ Our purpose is to serve our 
customers well 

We earn income by providing lending 
and deposit services to our customers. 

We incur operating expenses in 
providing these services, and accept 
risk; including credit risk, liquidity risk 
and currency risk. 

The operating profit generated by 
the bank is either re-invested to 
improve products and services for our 
customers or returned to shareholders. 

Building a safe and customer-focused 
bank is central to our ability to  
create value. 

The main source of our income is the 
interest income earned from loans and 
advances to our personal, business 
and commercial customers. We also 
earn fees from transactions and other 
services provided to our customers.

We pay interest to customers and  
other investors who have placed 
deposits with us and bought our debt 
securities. The difference between 
these is our net interest income. We  
also pay benefits to our customers, 
through loyalty products such as our 
Reward Account. 

Inputs How we earn income

Our business model and strategy



Notes:

(1)   Comprises £443 million corporate tax, £504 million irrecoverable VAT, £237 million bank levies and £273 million employer payroll taxes. 

(2)   Data relates to reported attempted fraud cases and prevented third party losses in the UK (not including policy declines for debit cards).

(3)   Includes people supported through the following enterprise programmes during 2017: The Prince’s Trust, Skills & Opportunities Fund and Entrepreneurial Spark.

(4)   SME lending balances in over 9,854 postcode sectors across England, Scotland and Wales.

(5)   Data is compiled by Project North East (PNE) and is based on the total spend allocated by each Regional Board.

Helping customers 

Offering lending advice and 
services to individuals. Supporting 
customers with financial life 
events, including £33.9 billion of 
gross new mortgage lending to 
help our customers buy homes.

Enterprise

We supported over 3,830 
people through our enterprise 
programmes.(3) 

Sustainable Energy 

We have over twenty-five years 
experience in supporting the 
sector. We were recognised by 
InfraDeals as the leading lender 
to the UK renewables sector by 
number of transactions over the 
past six years (2012-2017).

Life saving skills 

Over 40,000 colleagues completed 
CPR training. Three colleagues 
have since had to apply their 
training, which helped save  
three lives.

Tax payments  
Payment of £1.46 billion in tax 
to the UK Government, which 
supports central government and 
local authority spending.(1)

Protecting customers’ money

Keeping money safe and accessible 
for our depositors, including 
preventing 485,000  cases of 
attempted fraud amounting to 
£244 million in the UK. There has 
been a sustained improvement 
in the number of customers 
impacted by fraud in 2017 with 
a 26% reduction from 2016.(2) 
We completed over one million 
Financial Health Checks with our 
personal, private and business 
customers.

£
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Empowering customers

Following a successful pilot we 
launched FreeAgent, free cloud-
based accounting software which 
helps small and medium sized 
enterprises keep track of their 
finances and report taxes digitally.

We are making good progress in 
using artificial intelligence to help 
customers to get answers to simple 
questions without needing to go 
to a branch or use an automated 
telephone service.

We now have 5.5 million active 
users regularly enjoying the speed 
and convenience of our mobile 
banking app. 

Customers can also now tell 
us about travel plans, make 
international payments, manage 
helpful alerts, message us at 
anytime and get personalised 
notifications through the app.

Supporting business  

Providing working capital and 
lending to help businesses meet 
their goals, including £28.8 billion 
in lending to small and medium-
sized enterprises across England, 
Scotland and Wales.(4)

Supporting local communities

Our Skills & Opportunities
Fund distributed £2.5 million to
110 organisations that support
people from disadvantaged 
communities to access the skills 
and opportunities they need to
build their financial capability skills
or to start or develop a new 
business in 2017.(5)

MoneySense

MoneySense is the longest running 
bank-led financial education 
programme in the UK, which has 
helped over five million young 
people learn about money for  
over 23 years. 

Our programme is designed to help 
teachers and  parents  equip young 
people with the financial skills they 
need to manage their money now 
and in adulthood.

We are determined to make  
the bank a great place to work

We launched ‘Building a great 
place to work’ to outline our 
commitment to giving our 
employees a fulfilling job, fair  
pay, excellent training and  
good leadership.

How we create value for customers and society
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Doing the right thing
We do the right thing.

We take risk seriously and manage  
it prudently.

We prize fairness and diversity and 
exercise judgment with thought  
and integrity.

Working together
We care for each other and work best 
as one team.

We bring the best of ourselves to work 
and support one another to realise  
our potential.

Our Values
Our Values guide our actions every day, in every part 
of our business. The values are the foundation of how 
we work at RBS.

Serving customers 
We exist to serve customers.

We earn their trust by focusing on their 
needs and delivering excellent service.

Thinking long term
We know we succeed only when our 
customers and communities succeed.

We do business in an open, direct and 
sustainable way.

Our approach

Our approach



TechXperts 

As our customers’ lives change,  
so to does the way they choose 
to interact with us. One in five 
customers already exclusively uses 
digital channels for their everyday 
banking, and this number is only 
expected  to rise. 

Based in our UK branches, our 
TechXperts are helping more 
customers to understand how 
mobile and online banking can help 
them make the most of technology 
to do their banking in a way that is 
convenient for them. 

Zac Hamoudi is one of the Bank’s 
1,200 TechXperts. “We see 
customers not fully confident with 
how to get the most out of their 
online banking,” he explains. “It’s 
about supporting them. We might 
have customers who are finding it 
difficult to visit a branch. It can make 
their lives so much easier to do their 
banking online. Just working with 
people for 30-minute online lessons 
can have a positive impact.”
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Our Stakeholders
RBS exists to serve customers well and we put our customers at the heart of 
everything we do. This means having an understanding of our impact across 
all stakeholders of the bank. Understanding who our stakeholders are and their 
views helps inform our overall strategy. Below is an overview of some of  
our stakeholder groups.

Shareholder engagement sessions 

Individual shareholder views on 
our plans to build a better bank are 
important to us.

In 2017 we hosted events in Edinburgh 
and London for our retail shareholders. 
A diverse group, selected by postcode, 
were invited to learn more about 
our business and participate in an 
interactive Q&A session with a panel 
of senior management and Board 
members.  

These events gave those in attendance 
the opportunity to hear from different 
parts of RBS, ask questions about 
progress so far and learn more about 
our plans for the future. We set up 
market stalls on topics of interest 
including customer experience, 
innovation and security. They could talk 
with employees from different parts of 
the bank on progress and our plans for 
the future.  

Additionally, we held four external 
stakeholder engagement sessions with 
our Sustainable Banking Committee 
on Financial Capability, UK Housing, 
Climate Risks and Technology 
Innovation for Social Good.

Working together to tackle fraud  
and scams 

To help our customers protect 
themselves against fraud and scams 
we have been working with various 
partners across the industry. 

NatWest sponsored the production 
of a Code of Practice on protecting 
customers from financial harm. The 
specification, launched in November 
2017,  included input from Financial 
Fraud Action UK, the National Trading 
Standards Scams Team, the Office of 
the Public Guardian, the Metropolitan 
Police, and two other major UK banks. 

NatWest continue to support ‘Friends 
Against Scams’ run by National Trading 
Standards and in 2017 trained over 
20,000 colleagues. In 2018 we will be the 
official bank partner of the One Million 
Friends Against Scams initiative.

Closed Loop feedback

We are listening, learning and acting 
on our customers’ feedback. We have 
taken customer feedback on board and 
acted on it. Closed loop feedback is 
about continuously seeking customer 
feedback and closing the loop on the 
issues that our customers raise with us. 

Examples include: 
“It would be good if you could diarise 
payments”. Customers can now make 
diarised payments via their mobile app.

“Customers living abroad are unable to 
use the mobile app with an international 
number”. Customers can now use 
our mobile app in various countries 
including Australia, Gibraltar, Hong 
Kong, New Zealand, Singapore and 
South Africa. 

“I want all audio statements to have a 
braille section that allows the customer 
to know who and what the audio tape 
is for and what month this relates to”. 
All our audio statements now have 
a date so that customers can easily 
differentiate between them.

In addition, as part of our net promoter 
system in 2017 we sent out 11.5 million 
survey invites, with 875,500 responses.

We have provided three examples below of how we work with different stakeholder groups:

Customers
All individual and  

business customers,  

past, present  

and future

Media & Public Voices

Includes journalists and social 

media influencers. They bring issues 

affecting customers, communities and 

the environment to public attention 

through multiple channels.

Topic Specialists

Includes consumer groups, non- 

governmental organisations, and 

academics. They research, advocate 

and campaign to influence change on 

behalf of customers, communities and 

the environment.

Investors

Includes UK Financial Investments, 

retail and institutional investors.  

They are interested in financial and 

non-financial performance in the 

short, medium and long term.

Bank Representatives

Includes employees, suppliers,  

and partners. They are responsible  

for product and service delivery and 

are the face of our brands.

Policy Makers

Includes politicians, government and 

regulators. They take issues through 

consultations and into policy reform. 

They make recommendations, 

regulations and the law.

Our approach



Changing face of banking 

Since 2014, customers are choosing to 
do their banking in different ways that 
suit them and reflect what they do in 
everyday life. The number of customers 
using our branches across the UK has 
fallen by 40% and during the same 
period mobile banking transactions 
increased by 73%; in the first half of 
2017, there were 1.1 billion mobile and 
online transactions carried out by our 
customers. 

We are committed to ensuring that 
our customers have a wide range of 
ways in which they can bank with us. 
Every customer is individual and that 
is why customers can choose from a 
combination of digital, telephone and 
face-to-face banking options, each 
designed to suit their preferences and 
needs. Customers might carry out 
simple everyday transactions using 
our mobile app but still preferring to 
speak to someone over the phone or 
via webchat for other banking queries. 
For more complex needs, such as a 
Financial Health Check or mortgage 
advice, customers value having the  
 

option to discuss the matter face-to-
face or by video. 

We are working hard to develop new 
services to respond to the changing 
needs and expectations of our 
customers. All our personal customers 
can bank with us using our mobile 
app and online banking services and 
we have Bankline for business and 
commercial customers. We also provide 
a 24/7 webchat service for personal 
customers, telephony and secure text 
messaging for when customers want to 
contact us quickly, digitally and securely. 

Closing branches is always a difficult 
decision and one we do not take lightly. 
When these decisions are made, we 
look at each branch and take into 
account a range of factors including, 
how customers are choosing to bank 
with us; how often customers are using 
the branch; the impact on customers 
who currently use the branch; other 
options available to customers including 
online, mobile, telephony, webchat, 
cash machines, video banking and local 
Post Offices and, the proximity of our 
other branches, including our network 
of mobile branches and local transport 
routes and timetables.

We know that for some customers, in 
particular vulnerable customers, closing 
branches can be unsettling. We are 
committed to ensuring that we support 
all customers with these changes. 
We aim to provide six months notice 
before we close a branch (the industry 
norm is 12 weeks) and we proactively 
contact our regular branch users and  
vulnerable customers to talk to them 
about our decision and the options 
available to them.  

Our national contract with the Post 
Office means that customers can 
undertake everyday banking in any  
of the 11,500 Post Offices throughout 
the UK. In many areas, we operate 
mobile branches, which bring our 
banking services direct to local 
communities, many of which have  
not had a branch  before. 

We acknowledge that some of our 
customers are not comfortable with 
using online or mobile banking, and for 
those customers who would value some 
support we have created a specialist 
taskforce of TechXperts who are 
dedicated to supporting our customers 
with training and support with digital 
skills. Our TechXperts  support 
customers with the varied ways to bank 
and for example accompany customers 
to the local Post Office  to show them 
how their banking can be done. 

We have introduced a number of roles to 
provide personal, face-to-face banking 
services in communities, assisting 
customers with  access to our non-
cash services, offering support with 
financial planning and education.  Our 
Community Bankers base themselves 
in places like libraries, local businesses 
and community centres  so as to best 
serve local communities. Business 
Growth Enablers focus on our small 
business customers. They are  specially 
trained to help source advice that will 
help local businesses with banking 
support, as well as harnessing their own 
network to support  business needs. 
Business Growth Enablers work with 
industry partners to run free events 
for customers on issues such as fraud,  
scams and digital tax returns.

Community Bankers - taking 
the branch to our customers
As more and more customers choose to use mobile banking 
instead of traditional branch counters, our branch network needs 
to change. Our Community Bankers are ensuring that we can still 
play an active role in communities, even when we no longer have a 
dedicated building. 

Our team of Community Bankers take the branch to the places 
where it is convenient for our customers, including libraries, rugby 
clubs and church halls. They also deliver community events on 
fraud, scams and online security, to help people keep their  
money safe. 

Aby Evans is a Community Banker on the Kent coast. “I run regular 
drop in clinics in the local libraries,” she explains. “Although I’m not 
in a bank building, customers know where and when they can find 
me each week. 

“I wear a purple branded fleece and I get stopped in the street 
because people spot me and want to ask a quick question. It’s really 
nice to feel part of the community.”
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Climate change 

We recognise climate change is a 
significant global issue and we fully 
support the objectives of the Paris 
Climate Agreement and the emissions 
reductions strategies set by the UK 
and devolved governments.  We 
have publicly pledged our support for 
the Financial Stability Board’s (FSB) 
Taskforce on Climate-related Financial 
Disclosures (TCFD) and we have 
included more detail on our approach 
to the TCFD recommendations in the 
Additional Information section of the 
2017 Annual Report and Accounts.  
We also plan to announce further  
details of our long term approach to 
climate change.  

We believe there is a need to support 
our customers to reduce their 
emissions, save energy and manage 
their costs. Over the last decade, we 
have become one of the leading lenders 
to the UK Sustainable Energy market, 
with expertise and services designed for 
customers from small businesses up to 
large corporations. RBS was recognised 
by InfraDeals as the leading lender to 
the UK renewables sector by number 
of transactions over the past six years 
(2012- 2017).     

As we have refocused our business on 
the UK, Ireland and Western Europe, 
we’ve also substantially reduced our 
lending to carbon intensive parts of the 
global economy such as coal mining 
and oil extraction. Our total exposure 
to the oil and gas industry, for example, 
now accounts for just 0.5% of our 
lending exposures.  In 2017 we did not 
directly finance any new coal mining 
or coal power projects. More details of 
our lending to the energy sector will be 
published on our Sustainable Banking 
webpages on rbs.com in April 2018. 

Relative to our size, our operational 
footprint from serving our customers 
is quite small, but still significant.  Our 
primary emissions impact comes from 
the energy used to heat, cool and power 
our buildings and data centres.  We 
have set targets using a science-based 
method in order to align our efforts 
to reduce emissions with the climate 
science that sits behind the Paris 
Climate Agreement. Our target for 2020 
is to reduce our direct carbon emissions 
by 45% from a 2014 baseline and at the 
end of 2017 we had already recorded 
a 39% reduction. The table below 
provides more detail. 

We have also set 2020 targets to reduce 
water use by 10% and paper use by 
60%, whilst continuing to target zero 
waste to landfill.  We engage colleagues, 
suppliers and customers in these efforts 
and in 2017, 3,200 colleagues logged 
over 24,000 activities to reduce our 
environmental impact via our green 
reward app.  More information on our 
targets and initiatives can be found  
on the Sustainable Banking webpages 
at rbs.com.

GHG Emissions
2014  

(Baseline)                    
2016 2017

Change 2014  

to 2017 (%)

Location-based CO
2
e emissions (Scope 1, 2 and Business 

Travel) (tonnes)
512,583 388,648 311,583 -39%

Scope 1* CO
2
e emissions (tonnes) 36,857 29,131 27,172 -26%

Scope 2** Market-based*** CO
2
e emissions (tonnes) 391,105 159,629 76,197 -81%

Scope 2 Location-based CO
2
e emissions (tonnes) 370,374 270,481 215,959 -42%

Scope 1 and 2 Location-based CO
2
e emissions per FTE (tonnes) 4.16 3.32 3.18 -24%

Scope 3**** CO
2
e emissions from business travel (tonnes) 105,352 89,036 68,452 -35%

We have reported on all emission sources under the Companies Act 2006 (Strategic Report and Directors’ Reports) Regulations 2013. To our knowledge there are no material 

omissions. Independent Limited assurance has been provided by Ernst & Young LLP over total reported CO
2
e emissions (tonnes) (Scope 1*,2** and 3*** location based 

emissions). Our reporting year runs from October 2016 to September 2017.

These emissions have been calculated using the methodology advised in the Greenhouse Gas Protocol revised edition (2004). The boundary of reporting is set as all entities and 

facilities either owned or under operational control. Emissions factors used are from UK Government’s GHG Conversion factors (DEFRA), IEA, or relevant local authorities.

*Scope 1: Emissions from fluorinated gas loss and fuel combustion in RBS premises/vehicles. **Scope 2: Emissions from electricity, district heating and district cooling used in 

RBS premises. *** market-based emissions have been calculated using the GHG Protocol guidelines. ****Scope 3: Emissions associated with business travel (air, rail and road) 

by RBS employees.

Our approach
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NatWest Markets energises 
the SSE Green bond deal

NatWest Markets continues to build its presence in the 
sustainable finance market with an active role on the issuance 
of a landmark Green bond by SSE. 

SSE, one of the UK’s leading energy suppliers, issued its first 
Green bond raising EUR600 million, the largest ever Green  
bond by a UK company. It will use the proceeds to re-finance 
existing environmentally-friendly projects, in particular  
onshore windfarms. 

SSE has invested around GBP 3.2 billion in renewable energy 
since 2010 and has the largest renewable energy capacity in  
the UK and Ireland.
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Human rights and Modern  
Slavery Act

RBS takes a proactive approach to 
upholding our commitment to respect 
human rights and our approach is 
centred on identifying and mitigating 
potential human rights risks across 
our business and our wider sphere of 
influence.  The Modern Slavery Act 
2015 (MSA) forms part of our approach 
to human rights as this regulation brings 
together the serious criminal offences of 

slavery, servitude, forced or compulsory 
labour and human trafficking together 
under one piece of legislation. In 2017 
we published our first annual statement 
on the MSA on rbs.com. This built 
upon our interim statement which was 
published in December 2016 and our 
existing policy framework. 

Our approach is underpinned by 
Our Values and Our Standards. For 
employees this is via the RBS Code of 
Conduct  ‘Our Code’. Our Code includes 
a clear commitment to respect human 
rights, supported by the Yes Check, 
a tool to guide good decision making. 
Employees are consulted on key aspects 
of their working environment, and they 
can utilise a confidential helpline to 
discuss any matters of concern. 

Our commitment to the international 
progress of human rights includes 
upholding the principles of the United 
Nations Global Compact since 2003.  

We are committed to the 
implementation of the United Nations 
Guiding Principles on Business and 
Human Rights and participate with 
our peers in groups such as the Thun 
Group and United Nations Environment 
Programme Finance Initiative. We 
have been adopters of the Equator 
Principles since their inception in 2003 
to manage social and environmental 
risks, including human rights, in project-
related transactions.  

We have sector-specific Environmental, 
Social and Ethical (ESE) risk policies 
(available at rbs.com/sustainable) which 
include human rights considerations 
for high-risk sectors.  For customers 
outside these sectors, our general 
ESE risk concerns policy ensures due 
diligence is carried out on clients when 
human rights risks are identified. We 
expect our customers to share our 
commitment to respecting human 
rights within their operations. 

Our Customers

We are aware that as a High Street 
bank we come into contact with 
millions of customers, some of whom 
may be victims of modern slavery. 
Our relationship with our customers 
is governed by a wide range of 
risk considerations, including our 
Anti-Money Laundering (AML) and 
Environmental, Social, and Ethical 
(ESE) risk assessments on current or 
new customers, to consider whether 
any of their activities carry human 
rights infringements.

Our People

All of our people are recruited legally 
and must meet the 1998 Immigration 
Act requirements. 

RBS is a fully accredited Living Wage 
Employer. We gained accreditation in 
2014. RBS’ commitment as a Living 
Wage accredited employer applies to 
everyone working for the bank in the 
UK and has been extended to staff 
who are employed via suppliers  
(e.g. cleaning, security and catering 
staff). Employees are regularly 
consulted on their working conditions 
and a confidential helpline is available 
at all times.

Our Suppliers

We expect our suppliers to uphold the 
same values and commitments that 
we have made in relation to social and 
environmental impacts. Adherence to 
these policies is required as part of our 
supply chain tendering process and 
within our supplier contracts.

Our Sustainable Procurement Code 
sets out the international human  
rights commitments we expect of  
the companies that we work with, 
including labour standards and  
non-discrimination.

Our approach
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Our Colleagues
Engaging our colleagues is critical to 

delivering on our strategy and ambition as a 

bank. Being better for our colleagues means 

we are better for our customers, and this 

makes us a better bank.

Creating a Healthy Culture
Building a healthy culture that 
embodies Our Values is one of our core 
priorities. Our Values guide the way we 
identify the right people to serve our 
customers well, and how we manage, 
engage and reward our colleagues. 
Our Values are at the heart of both Our 
Standards, the bank-wide behavioural 
framework and Our Code, the bank-
wide Code of Conduct.

Our values are integral to the way 
we behave and do business and we 
continue to reinforce them in our 
systems, policies and processes, 
communications training and 
leadership role modelling.

We set ourselves clear cultural 
priorities each year and manage these 
through our Executive Committee.

We monitor our progress against 
our goals. We gather feedback from 
our colleagues through our listening 
strategy, and through metrics and key 
performance indicators to assess our 
progress and respond accordingly. 
We do this along with feedback from 
regulators and industry bodies.

Almost 60,000 colleagues completed 
our most recent colleague opinion 
survey. The results were the most 
positive we’ve seen in recent times and 
showed we’re changing the culture of 
the bank for the better. Key measures 
of engagement, leadership and our 
culture have improved significantly, 
and we’re now above the global 
financial services norm in the majority 
of our survey categories.  The results 
are encouraging, and show that our 
hard work is paying off. However, we 
recognise that we have more to do to 
make this a stronger bank and a great 
place to work.

We encourage colleagues to tell 
us what they think via the annual 
colleague survey and our regular 

comments boards. When colleagues 
wish to report concerns relating to 
wrong doing or misconduct they can 
raise concerns via Speak Up, the 
bank’s whistleblowing service. In 2017 
289 cases were raised compared to 
213 in 2016.

Performance and Reward
Our approach to performance 
management provides clarity for 
our colleagues about how their 
contribution links to our ambition and 
all our colleagues have goals set across 
a balanced scorecard of measures. 

Further progress has been made 
in making sure employees are paid 
fairly for the work they do and are 
supported by simple and transparent 
pay structures. More employees have 
moved to a purely fixed pay construct 
during the year, allowing them to 
concentrate on providing excellent 
customer service.  We will continue to 
make further changes in 2018 which 
will result in over half of our employees 
being on a purely fixed pay construct 
making their pay fairer and easier to 
understand.

We are confident that we pay our 
employees fairly. We keep our HR 
policies and processes under review  
to ensure we do so.

Our rates of pay continue to exceed 
the Living Wage and changes have 
been introduced to ensure people 
performing the same roles are paid 
more consistently. 

More information on our remuneration 
policies can be found in the 2017 
Annual Report and Accounts.

Learning
‘Determined to lead’ (Dtl), our core 
leadership programme is now 
embedded as business as usual.  
Dtl provides consistent tools to lead 
and engage our colleagues and is 

Top 10 Employer 

for Working 
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Year’ – National 
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Grade #Women #Men %Women

CEO – 1 5 9 36

CEO – 2 35 66 35

CEO – 3 232 397 37

CEO – 4 1,309 1,681 44

Target population (CEO – 3 and above) 272 472 37

Male Female

Executive Employees 90 (76%) 28 (24%)

Directors of Subsidiaries 184 (80%) 45 (20%)

There were 347 senior managers (in accordance with 
the definition contained within the relevant Companies 
Act legislation), which comprises our executive 
population and individuals who are directors of our 
subsidiaries. The RBS Board of directors has fourteen 
members, consisting of nine male and five female 
directors.

Our approach

transforming the way we operate. 
In 2017 a further 3,000 leaders 
participated in the programme.

2017 saw over 16,000 colleagues 
undertake stage one of Service 
Excellence training, our customer 
service programme. This first 
module introduces our Core Service 
Behaviours and provides an awareness 
of the tools and techniques that will 
help us to deliver the best possible 
service, every time. 

We continue to work closely with 
the Chartered Banker Institute and 
Chartered Banker Professional 
Standards Board (CB:PSB) to 
professionalise our colleagues. In 2017 
we again achieved an Excel rating 
in the CB:PSB Foundation Standard 
review , and remain one of only two 
CB:PSB member firms to have secured 
‘Earned Autonomy’.

We also offer a wide range of additional 
learning opportunities.

Health and Wellbeing
Wellbeing is a strong pillar in making 
the bank a great place to work.  In 
2017 our wellbeing programme 
successfully delivered against three 
wellbeing pillars; Physical, Mental, 
Social and we have started to put in 
place support against our fourth area 
of Financial Wellbeing.  For the third 
year running we participated in the 
Global Challenge (formerly GCC) and 
with 34,000 colleagues taking part we 
won the Global Challenge 1st Most 
Active Organisation Financial Industry.  
Building on this success, we embraced 
the rapid acceleration of digital 
wellbeing and are one of the few large 
organisations to pilot a digital wellbeing 
platform.  

During 2017 we have continued to 
support Time to Change (removing the 
stigma of mental health) and actively  
 

encouraged open dialogue across 
the bank to support Mental Health in 
the Workplace.  We were successful 
in running bankwide major online 
campaigns to support Mental Health 
Awareness Week and World Mental 
Health Day.

As we continue to support our 
colleagues through change we 
have fully utilised the services of our 
Employee Assistance Programme. 

Inclusion
Building a more inclusive RBS is 
essential for our customers and 
colleagues.

Our inclusion policy applies to all 
our colleagues globally to make sure 
everyone feels included and valued, 
regardless of their background.

 As at 31 December 2017, our 
permanent headcount was 71,924. 
49% were male and 51% female.

 We continue to work towards our 
target of having at least 30% senior 
women in our top three leadership 
layers across each Function and 
Franchise by 2020.  As at the 
31 December 2017 we have, on 
aggregate, 37% women in our top 
three leadership layers, and our 
pipeline (around 5000 of our most 
senior roles) has 44% women. We 
are on track to have a fully balanced 
workforce at all levels of the 
organisation by 2030.

 RBS plc’s gender pay gap in Great 
Britain is 37.2% (median 36.5%).  
The figures also show a gender 
bonus gap of 64.4% (median 36.6%).

 A key driver behind the gap is the 
fact that we have more men in 
senior roles (which attract higher 
pay) than women.  In order to 
close the gender pay gap, we must 
continue to improve our gender 
balance in our most senior roles,  
 

and here we are making good 
progress.  We have a positive 
action approach in place, tailored 
by business, according to the 
specific challenges they face. As we 
continue to increase the proportion 
of women working in senior roles, 
we expect our gender pay gap  
will lessen.  

 During 2017, we continued to roll out 
unconscious bias learning to all our 
colleagues to create a solid platform 
for the wider inclusion agenda. 70% 
of colleagues have now participated 
in unconscious bias training since it 
was introduced in 2015.

 We have plans in place for all 
segments of our pan-bank 
disability plan. It addresses areas 
for improvement including branch 
access, accessible services, 
improving colleague adjustment 
processes and inserting disability 
checkpoints into our key processes 
and practices.

 We continue to focus on building 
an ethnically diverse RBS. Our 
plan focuses on positive action and 
includes reciprocal mentoring, 
targeted development workshops 
and leadership programmes and 
ensuring we have a Black, Asian 
and Minority Ethnic (BAME) 
focus on recruitment, talent 
identification and promotion. We will 
introduce explicit targets for BAME 
representation at senior levels  
in 2018.

 Our LGBT agenda continues to 
deliver a better experience for our 
LGBT colleagues and customers. 
We have processes in place to 
support updating gender and title 
on customers’ banking records and 
to support colleagues undergoing 
gender transition. And, we continue 
to support our c.20,000-strong 
colleague networks.
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Helping young people 
keep their money safe  

Were you thinking about identity theft, fraud or insurance 
as a youngster? Probably not, but thanks to MoneySense 
–  our flagship financial education programme for 5 to 18 
year olds – today’s young people are becoming a lot more 
financially aware. 

MoneySense has been helping young people towards 
a better financial future for more than 23 years and 
the varied content aims to help them to understand the 
changing nature of fraud and how they can protect 
themselves. A range of resources for each age group are 
available including quizzes, videos and worksheets. 

These resources help teach pupils about money safety in 
the real world and how to avoid the dangers of fraud in a 
fun and interactive way. 

MoneySense content also looks at a wide range of financial 
dilemmas including budgeting for a party, choosing a 
mobile phone contract and understanding when it is 
important to have insurance. 

MoneySense has now reached more than five million 
young people and over 5,000 colleagues from across the 
bank have signed up as MoneySense volunteers to help 
deliver workshops in schools. 

MoneySense resources are used in 66% of secondary 
schools across the UK and Ireland.
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Our approach

Our Customers
RBS remains committed to achieving its target of being the  

number one bank for customer service, trust and advocacy by 2020.

Customer
In 2017 we made it our goal to significantly 
increase NPS or maintain number one 
in our chosen customer segments. This 
strategy was implemented to support the 
overall aim of being the number one bank 
for customer service, trust and advocacy 
by 2020.

We use independent surveys to track the 
progress we are making to achieve our 
goals in each of our markets and to also 
measure our customers’ experience.

To measure advocacy, customers 
are asked how likely they would be to 
recommend their bank to a friend or 
colleague, and respond based on a 

0-10 scale with 10 indicating ‘extremely 
likely’ and 0 indicating ‘not at all likely’.  
Customers scoring 0 to 6 are termed 
detractors and customers scoring 9 to 10 
are termed promoters. The net-promoter 
score (NPS) is established by subtracting 
the proportion of detractors from the 
proportion of promoters.

We also use independent experts to 
measure our customers’ trust in the bank. 
Each quarter we ask customers to what 
extent they trust or distrust their bank 
to do the right thing. The score is a net 
measure of those customers that trust 
their bank (a lot or somewhat) minus 
those that distrust their bank (a lot or 
somewhat).

Our Commercial Banking NPS has 
remained stable during 2017 and remains 
ahead of its main competitors. In England 
& Wales, NPS for NatWest Personal 
Banking has also remained stable and we 
have met our target for customer trust. 
In Scotland, while we have not met our 
target for customer trust for Royal Bank 
of Scotland, it has increased strongly year 
on year. We do recognise that significant 
work is required to improve our customer 
experience and we continue our work 
to resolve the ongoing reputational and 
legacy issues.

Q4  
2016

Q3  
2017

Q4  
2017

NPS: Personal Banking

NatWest (England & Wales) (1) 13 12 12

Royal Bank of Scotland (Scotland) (1) (4) (13) (6)

Ulster Bank (Northern Ireland) (2) (16) (4) (5)

Ulster Bank (Republic of Ireland) (2) (7) (6) (7)

NPS: Business Banking
NatWest (England & Wales) (3) (2) (10) (7)

Royal Bank of Scotland (Scotland) (3) (5) (14) (15)

NPS: Commercial Banking (4) 20 21 21

Trust(5)

NatWest (England & Wales) 55% 59% 57%

Royal Bank of Scotland (Scotland) 13% 22% 27%

Notes:

(1)  Source: GfK FRS 6 month rolling data. Latest base sizes: NatWest (England & Wales) (3361) Royal Bank of Scotland (Scotland) (440). Based on the question: “How likely is it that you 

would recommend (brand) to a relative, friend or colleague in the next 12 months for current account banking?“ Base: Claimed main banked current account customers.

(2)  Source: Coyne Research 12 month rolling data. Latest base sizes: Ulster Bank NI (294) Ulster Bank RoI (275) Question: “Please indicate to what extent you would be likely to 

recommend (brand) to your friends or family using a scale of 0 to 10 where 0 is not at all likely and 10 is extremely likely”.    

(3)  Source: Charterhouse Research Business Banking Survey, YE Q4 2017.  Based on interviews with businesses with an annual turnover up to £2 million. Latest base sizes: NatWest 

England & Wales (1245), RBS Scotland (437). Question: “How likely would you be to recommend (bank)”. Base: Claimed main bank. Data weighted by region and turnover to be 

representative of businesses in Great Britain.

(4)  Source: Charterhouse Research Business Banking Survey, YE Q4 2017.  Commercial £2m+ in GB (RBSG sample size, excluding don’t knows: (904). Question: “How likely would you be 

to recommend (bank)”. Base: Claimed main bank. Data weighted by region and turnover to be representative of businesses in Great Britain.

(5)  Source: Populus. Latest quarter’s data. Measured as a net of those that trust RBS/NatWest to do the right thing, less those that do not. Latest base sizes: NatWest, England & Wales 

(948), RBS Scotland (203).
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Taking paper out of  
the mortgage process

Our new paperless mortgage process is saving our 
customers time and money. Documents which were 
previously received by post can now be uploaded in seconds 
via a safe, temporary portal. Signatures can also be 
provided digitally, so customers no longer have to sign paper 
documents and post them back to us. 

As well as being much more convenient for customers, the 
new process is also more environmentally friendly (saving 
around 4.3 million sheets of paper a year) and much more 
efficient. By removing the need for paper documents, which 
need to be sent through the postal system, we are now able 
to complete the appointment to offer in less than half the 
time than before, from 23 working days to 11 on average. 
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Our operating environment

Our ability to serve customers and 
create value for the long term is heavily 
influenced by the environment in which 
we operate. Every year we assess 
the importance of these influences 
both in terms of their relevance to our 
stakeholders (including customers, 
investors, UK government, employees 
and civil society) and their potential 
commercial impact on us.

An assessment of the most 
important influences in our operating 
environment are detailed below. The 
influences have been identified through 
various means, including, internal and 

external stakeholder engagement 
and review of internal and external 
sources. These considerations have 
the potential to influence our ability to 
serve customers and create value for 
the long term. They carry both risks 
and opportunities, driven by a mixture 
of direct commercial impact and 
stakeholder interest as a result of wider 
societal trends. 

In the following pages, each influence is 
briefly described together with selected 
highlights in 2017 and with guidance on 
where you can find more information 
on that key influence.

Key influences in our 
operating environment

Our operating
environment

Current priority considerations
Long term and 
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Critical considerations that support our ambition to be No.1 for customer service, trust and advocacy

Customer 

service

Delivering excellent customer 

service is essential for the banking 

sector to build trust. Maintaining 

and growing a loyal and satisfied 

customer base requires an 

appropriate digital and physical 

presence and clear distribution 

strategy.

• Approximately 5.5 million active users regularly benefit from 

the speed and convenience of our mobile banking app with 

+51 net promoter score. 

• Closed Loop Feedback provides us real-time feedback from 

our customers which we are listening to, learning from and 

acting on every day.

• Rolled out a Service Excellence programme, to further 

improve our customer service.

Employee 

wellbeing & 

engagement

Employee engagement and 

satisfaction is highly correlated 

with overall performance. A 

key determinant of the bank’s 

success will be ensuring all of its 

employees are clear on their roles 

and responsibilities, capable and 

feel motivated to do the best job 

possible. 

• Our View, the bank’s annual employee feedback survey 

showed that engagement is up by seven percentage points to 

83% compared with 2016, the highest level since 2002. 

• Launched ‘Building a great place to work’ to support our 

commitment to giving our employees a fulfilling career, fair 

pay, relevant training and good leadership.

• Actively supported Mental Health Awareness Week, enabling 

employees to speak more openly about mental health and 

support each other.

Ethics, culture 

and integrity

Professional integrity is a key 

governance consideration in 

the banking sector. Services 

provided must satisfy the highest 

professional standards, avoid 

conflicts of interest, bias, or 

negligence, and ensure that all 

stakeholders, including employees, 

contractors and business partners, 

are treated fairly and equally.

• Improved our position in the latest Banking Standards Board 

(BSB) survey, which seeks to promote high standards of 

behaviour and competence across the UK banking industry.  

RBS improved in all nine BSB survey categories compared  

with 2016 results and in quartile performance against its  

peer group.

• Employed the greatest number of UK employees with 

professional banking qualifications. RBS employs more 

bankers with a professional banking qualification from the 

Chartered Banker Institute than any other UK financial 

institution. Members are required to comply with the 

annual CPD requirements of the professional body. The 

Chartered Banker Institute is the UK’s only and world’s oldest 

professional body for banking. 

• ‘Speak Up’, our whistleblowing service, received 289 

reports compared to 213 reports in 2016. The service 

allows employees to raise concerns in a safe and supportive 

environment so that potential issues can be addressed quickly 

and effectively.

Operational 

competence

Delivering appropriate digital 

infrastructure is important to 

ensure a ‘technically-able’ bank 

that supports its long-term future. 

Cyber security is also a vital part 

of providing a safe and secure 

banking service. Banks need to 

proactively identify and manage 

risks and efficiencies in their 

operations and facilities. 

• RBS is a founding partner of ‘Friends Against Scams’, the 

National Trading Standards Scams Team’s fraud and scams 

awareness initiative. More than 20,000 colleagues have 

completed the relevant training.

• Improved the in-branch digital experience with TechXperts 

in every branch to advise and support customers on how to 

have a secure online banking experience. The in-branch wi-fi 

capability has also been improved.

• There has been a sustained improvement in the number of 

customers impacted by fraud with a 26% reduction compared 

with 2016.

• Resilient, simple and efficient systems are critical to building 

the number one bank for customer service, trust and 

advocacy. Our systems are available 99.9% of the time.

Strength and 

stability

Banks need to demonstrate their 

ability to survive financial stress 

arising from economic turmoil, and 

potential large scale fines and legal 

cases resulting from historic events. 

They must also demonstrate they 

have sufficient capital, liquidity and 

resilience as well as the ability to 

generate sufficient returns.

• The CET1 ratio increased by 250 basis points to 15.9% in 2017 

despite absorbing significant additional legacy costs.

• RWAs reduced by £27 billion (12%), ending the year at 

£201 billion (from £228 billion in 2016). This reduction was 

driven by NatWest Markets, where RWAs fell by £16.8 billion 

due to the continued run-off of the legacy business and 

mitigation activities in the core business, together with active 

management of the lending book in Commercial Banking.

• A key milestone in our ring-fencing journey was achieved 

through the application to the Court of Session in Edinburgh to 

initiate a ‘Ring-Fencing Transfer Scheme’ so as to carry out a 

legal transfer of some of our business. 

Influences explained and where to find out more.
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Current Priority Considerations

Banking 

regulation

Banks continue to operate in an 

environment where regulatory 

change is frequent and increasingly 

complex requiring significant time 

and resources.

• RBS continues to deliver on its plan to build a strong, simple 

and fair bank for both customers and shareholders. To support 

this, and in preparation for the UK ring-fencing regime, the 

previously reported operating segments were realigned in Q4 

2017 and a number of business transfers completed. Refer to 

the Report of the directors for further details. 

• NatWest Markets aligned the majority of Functions and 

Services employees in 2017 in preparation for operating as a 

non-ring-fenced bank.

• RBS Group published a Tax Strategy. 

• Regulatory changes that RBS worked on in 2017 included 

MiFID II / MiFIR, Open Banking and reform of capital and 

liquidity regulations.  

Conduct Banks remain focused on putting in 

place measures to prevent issues 

related to conduct. At the same 

time, legacy conduct issues, such 

as RMBS, continue to have major 

financial and reputational impacts.

• A settlement with the Federal Housing Finance Agency (FHFA) 

and the California State Attorney General in the US was 

reached. 

• The 2008 rights issue shareholder litigation was resolved.

Competition and 

Innovation

The banking sector is going through 

a period of rapid change with 

regulatory and technological trends 

converging to increase competition. 

Together with accelerating 

innovation, the UK implementation 

of the Open Banking Standards 

raises the potential for significant 

disruption of the traditional banking 

business model.

• Partnered with FreeAgent, an Edinburgh-based Fintech 

that provides online accounting software, to help our small 

business customers track their finances and report their taxes 

digitally.

• Introduced a chat bot called ‘Cora’ that answers questions 

from customers 24/7, freeing up colleagues time so that 

they can help customers with more complex queries. Cora 

currently handles over 100,000 customer conversations per 

month across our web and online channels.

• Plans are in place for Open Banking, including customer 

education around security awareness.

Diversity, 

equality & 

inclusion

The inclusion agenda is quickly 

moving up the corporate agenda 

and driving the need to foster 

corporate cultures that value 

diversity, teamwork, quality 

leadership and training.

• Made progress against our 2020 targets on our four priorities:  

Lesbian, Gay, Bisexual, Transgender (LGBT), Gender 

Balanced, Disability Smart, Ethnically Diverse.

• Supported the International Day of Persons with Disability 

sharing stories across the bank and with customers.

• Recorded an increase in the total number of female leaders 

within our top three senior layers, including the appointment 

of two new female non-executive board directors.

• RBS was named a Times Top 50 employer for Women and 

rated as a Stonewall Top Global Employer.

Health of the 

UK and global 

economy

The outlook for the UK and global 

economy remains uncertain due 

to a number of factors including: 

the UK’s vote to leave in the 

EU referendum, wider political 

instability, an extended period of 

low interest rates, high debt levels 

and delays in normalising monetary 

policy.

• The UK economy grew by 1.8% in 2017, down slightly from 1.9% 

in 2016, below the long-run average of more than 2%.

• The main development in 2017 was higher inflation. Along with 

weak wage growth it meant that households’ incomes were 

squeezed.

• The eurozone economy was 2.7% larger in the final quarter 

of 2017 than in the same period of 2016, up from 1.8% in 2016. 

Unemployment fell but remained high at 8.7%.

• US growth accelerated to 2.3%. The job market remained 

buoyant with 1.8 million jobs added during the year and the 

unemployment rate falling to 4.1%.

Political 

landscape

Political risks continue to evolve 

with the UK’s vote to leave in 

the EU referendum creating 

significant economic, political and 

regulatory uncertainty. Heightened 

geopolitical tensions and rising 

populism in advanced economies 

have also contributed towards a 

rise in uncertainty.

• In 2017 NatWest Markets announced its plan to repurpose the 

existing licence in the Netherlands in the event of loss of EU 

passporting as a result of the UK’s departure from the EU.

• We engage the UK Government and opposition political parties 

to understand their priorities for the sector. 

Our operating environment
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Privacy As a bank our customers not only 

trust us with their finances but 

also with their information. It is 

therefore important that we deal 

with their information the right 

way. By doing the right thing in 

meeting the privacy expectations 

of our employees, customers and 

shareholders we build confidence, 

which in turn builds trust and 

therefore has a tangible influence 

on delivering the bank’s ambition to 

be No.1 for customer service, trust 

and advocacy.

• The bank takes privacy and the protection of customers 

and employee data very seriously, and has worked with 

other banks to make sure it is factored into the Open Baking 

architecture.

• The new General Data Protection Regulation (GDPR) 

comes into effect on 25 May 2018 and brings a new era in 

safeguarding personal data by businesses.

• The bank has been preparing for GDPR since April 2016.

• The GDPR grants new and enhanced rights for individuals 

in relation to their personal information and, as 25 May 

approaches, the bank will communicate more fully with 

customers and clients about these changes and how they  

can exercise their rights.

Skills and 

capability  

of staff

Financial services companies face 

competition for skilled employees, 

in particular with specific skillsets 

(e.g. IT). As the industry transforms 

to more digital banking, the need 

for such skills may become more 

acute.

• Delivered the Entrepreneurial Development Academy, a 

programme designed in partnership with E-Spark, specifically 

for RBS employees to develop an entrepreneurial mindset. 

Over 5,900 employees participated in the programme.

• Over 64,600 employees underwent training by the Chartered 

Banker Professional Standards Board (CB:PSB) with 94% of 

applicable staff achieving the CB:PSB Foundation Standard. 

• Introduced a new tool to help our people learn and develop for 

example career development days and mobile learning.

• RBS was recognised as a Top 5 Apprentice UK Employer.

Support for 

enterprise

A healthy economy needs a pipeline 

of new and growing businesses 

to spur innovation and growth. 

Entrepreneurs, start-ups and 

small businesses require particular 

support in terms of financing and 

building market share.

• Rolled out ESME, a digital platform which offers SMEs the 

ability to digitally obtain loans quickly, potentially within an 

hour, on a 24/7 basis. 

• Launched Pitch App to help entrepreneurs communicate with 

impact. 

• Entrepreneurial Spark opened an accelerator hub in London, 

our 12 accelerators are now in every region of the UK.

Trust in the 

banking sector

Trust in traditional large UK 

banks often lags behind smaller 

competitors and new market 

entrants. Rebuilding trust remains a 

key challenge.

• Customer trust in NatWest in England & Wales has met its  

2017 target of 57%, improving from 55% at Q4 2016 to 57%  

at Q4 2017. 

• Trust in RBS in Scotland has increased strongly year on year 

(from 13% in Q4 2016 to 27% in Q4 2017) but remains behind its 

target of 38% for 2017.

• Our Board Sustainable Banking Committee hosted 

stakeholder engagement sessions and two retail shareholder 

events.

Housing Demand for housing in some 

parts of the UK and Republic of 

Ireland outstrips supply, reducing 

affordability and harming family 

disposable incomes.

• Board Sustainable Banking Committee held a stakeholder 

engagement session on housing, inviting a variety of external 

stakeholder groups to share their perspectives with us.

• Your Mortgage Awards 2016 - 2017: Best First-Time Buyer 

Mortgage Lender, Best Bank.

• What Mortgage Awards 2017: Best National Bank, Best  

Lender Customer Service.

• Gross new mortgage lending of £33.9 billion in UK PBB,  

Ulster Bank RoI, Private Banking and RBSI. 

Long term and emerging considerations

Changing 

customer needs

Customer needs are changing and 

different types of customer often 

have significantly different banking 

needs. In order to be attractive 

and useful, financial products 

and services need to fit in with 

customers’ lives and be flexible 

to differing levels of digital and 

financial understanding. 

• 68% of our personal customers are active across our mobile 

and online banking platforms. 

• Launched Strategic Account Opening meaning our personal 

customers can open an account in five minutes.

• Launched the UK’s first ever paperless mortgage - customers 

can now apply for a completely digital mortgage which uses 

the latest technology to securely share and verify documents 

online.

• Our Home Insurance Quote and Buy system gives customers 

cover in less than fifteen minutes.

• One of the first large UK banks to launch robo-investment 

advice service through NatWest Invest. 

Our operating environment
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Climate change The Paris Agreement provides a 

framework by which the world will 

seek to prevent dangerous climate 

change but further challenges 

remain. Climate change presents 

both physical and transition risks. 

The transition to a low carbon 

economy is also presenting 

opportunities for low carbon 

sectors of the economy. There are 

also increasing regulatory and 

stakeholder expectations of banks 

to address climate change.

• RBS has pledged its support to the Task Force on Climate-

related Financial Disclosures (TCFD).

• Board Sustainable Banking Committee held a stakeholder 

engagement session on Climate risk, inviting a variety of 

external stakeholders groups to share their perspectives  

with us.

• We have been recognised by InfraDeals as the leading lender 

to the UK renewables sector by number of transactions over 

the past six years (2012- 2017).

• Set a new carbon reduction target using a ‘science-based’ 

method, aligning our ambition with the Paris Climate 

Agreement.

Executive pay Shareholders, employees and 

the general public have shown 

increasing concerns about the 

inequality in pay in large companies 

between senior executives and the 

general workforce.

• Bonus pools have fallen by around 75% since 2010, aligned 

with the restructuring that has taken place and the actions 

taken by Group Performance and Remuneration Committee. 

Remuneration is allocated over a multi year basis, with the 

ability to apply malus and clawback to encourage good 

behaviours and a long-term focus.

• Introduction of a new policy for Executive Directors in 2017, 

with significantly lower maximum award levels and with 

increased shareholding requirements.

Financial 

capability

A customer’s ability to manage 

money well, both day to day and 

through significant life events, 

and their ability to handle periods 

of financial difficulty. It focuses 

on developing financial skills 

and knowledge, attitudes, and 

motivation, which can help 

customers avoid falling into financial 

difficulty and can improve their 

financial health and well being.

• MoneySense, our financial education programme for 5 to 18 

year olds, won Digital Information Product of the Year (PPA 

Digital Awards) in recognition of how it has adapted to the 

digital age with engaging and interactive content to support 

teachers and parents. 

• Completed over one million Financial Health Checks in 2017. 

Social inequality 

& financial 

exclusion

The increasing gap between rich 

and poor and the rising cost of living 

means many UK consumers find 

themselves in precarious financial 

situations and are struggling 

to manage their money day to 

day. This, with future economic 

uncertainty, may well lead to 

increased bad debt and over 

indebtedness. In addition millions 

do not have access to mainstream 

financial services such as free 

ATMs, credit, and banking products 

together with lack of digital footprint 

and skills and are forced to rely on 

high-cost products. 

• Helped over 680,000 customers in financial hardship find a 

solution to their debt problem.

• Provided over 27,500 customers with ‘breathing space’ 

and extra time for them to find support and to put in place a 

repayment arrangement.

• Innovative Citizens Advice partnership, where Citizens Advice 

colleagues are located within one of our Specialist Support 

teams providing independent advice to over 900 of our most 

vulnerable customers.

• In partnership with the Money Advice Trust, we developed 

industry leading Addictions Training for our colleagues and 

use across the sector.

UK 

infrastructure

The UK has a significant need 

for new infrastructure, such as 

energy, transport and project 

finance. Banks have an important 

role in supporting infrastructure 

investment across the UK. 

• Banks like RBS have a key role supporting this investment, 

through lending and sourcing global capital markets financing. 

Independent assurance
The Royal Bank of Scotland Group plc appointed Ernst & Young 
LLP to provide limited independent assurance over selected 
sustainability content within the Strategic Report (“the Report”), 
as at and for the period ended 31 December 2017. The assurance 
engagement was planned and performed in accordance with the 
International Standard for Assurance Engagements (ISAE) 3000 
Revised, Assurance Engagements Other Than Audits or Reviews 
of Historical Financial Information.

These procedures were designed to conclude on:
• The consistency of selected narrative claims on sustainability 

with underlying performance information, and; 
 
 
 

• The accuracy and completeness of the sustainability  
performance indicators listed below:

 Value (£) of attempted fraud prevented in the UK
 Total gender balance in top 3 senior layers 
  Total number of people supported through our  

enterprise programmes
 % personal customers who are digitally active
 Total number of Financial Health Checks 
 Banking Standards Board survey results
 % of staff who received CB:PSB standards certification
 Total scope 1 and 2 location based CO

2
e emissions and 

Scope 3 emissions from business travel.

An unqualified opinion was issued and is available on  
rbs.com, along with further details of the scope, respective 
responsibilities, work performed, limitations and conclusions.



Keeping the UK  
economy moving

Whether it’s supporting tourism or business, and creating 
local jobs, airports provide an essential service and play a 
vital role in the UK economy.

We’re helping to support infrastructure projects right across 
the UK, including airports. By giving them access to the 
funding they need to invest in their future and enhance 
the passenger experience, we’re playing our part keeping 
people, goods – and the economy – moving.

We’ve helped Gatwick with seven bond issuances – including 
its September issue of £350 million 22-year bonds; prepared 
Manchester Airports Group for its first bond issuance since 
2014, and provided long-term debt financing for Leeds 
Bradford and London Luton airports.

Reflecting on the support he received in 2017, Neil Thompson, 
Chief Financial Officer for Manchester Airport Group says: 
“We were delighted to work with NatWest for the launch of 
this important bond transaction. The bond will form a key 
part of the company’s capital structure to fund future growth 
of Manchester Airport Group’s airports.”
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Key economic indicators
The UK economy grew by 1.8% in 2017, down  

slightly from 1.9% in 2016. That was below 

the long-run average of more than 2%.

In a healthy job market, the number of 
people in work increased by around 
400,000 and unemployment fell to 4.3%, 
the lowest rate since 1975. As a result of 
the 17% fall in the value of sterling that 
began in 2015, inflation accelerated, 
peaking at 3.1%. Higher inflation 
was one reason the Monetary Policy 
Committee (MPC) voted to increase 
Bank Rate to 0.5% in November. 
With wage growth of around 2.5%, 
households’ spending power was 
squeezed. Business profitability 
remained strong and business 
investment grew by 1.7% in the year to 
the third quarter. House price inflation 
remained around 5%.

Summary
The main development in 2017 was 
higher inflation. Along with weak wage 
growth it meant that households’ 
incomes were squeezed. As a result, 
household spending grew by 1.0% in the 
year to the third quarter  and retail sales 
volumes increased by 1.4% in the year 
to December. While some households 
curbed their spending others ran down 
their savings – the saving ratio reached 
a record low of 4.0% in the first quarter 
– and consumer credit grew by 9.5%  
in the twelve months to December. 
Employment continued to rise strongly 
but wage growth remained modest for 
most of the year, meaning domestically-
generated inflationary pressures were 
muted. However, the MPC judged that 
the pace of growth – including the still-
improving labour market – combined 
with what it judges to be a slower rate 
of potential expansion would have 
resulted in higher than acceptable 
inflation had it not raised Bank Rate. 
In indicating that Bank Rate would rise 
further, the Committee emphasised that 
subsequent increases would be gradual 
and limited. At the year’s end, markets 

believed that Bank Rate would be at or 
close to 0.75% in December 2018.

The Republic of Ireland appears to 
have grown strongly. Unemployment 
continued to fall, ending the year 
at 6.2%, its lowest rate since 2008. 
Consumer price inflation remained 
subdued at 0.4%. House price inflation 
accelerated to around 12% from 9.0% in 
2016. This returned prices to their 2009 
level and still almost one-quarter below 
the peak in nominal terms.

The eurozone economy was 2.7% larger 
in the final quarter of 2017 than in the 
same period of 2016, up from 1.8% in 
2016. Unemployment fell but remained 
high at 8.7%. While inflation increased to 
1.4%  it remained short of the European 
Central Bank’s target of “at or below” 
2%. The ECB continued to provide 
stimulus through low interest rates 
and quantitative easing. It announced 
in October that it would reduce the 
amount of its monthly asset purchases 
while extending the period during which 
it will make purchases until at least 
September 2018.

US growth accelerated to 2.3%. The 
job market remained buoyant with 
1.8 million jobs added during the year 
and the unemployment rate falling to 
4.1%. However, wage growth remained 
modest and consumer price inflation 
was well below the Fed’s 2% target. 
However, the central bank continued 
to tighten policy with three rate rises 
during the year, taking the Fed Funds 
Target Rate to 1.25% - 1.50%.

In China, growth was broadly stable at 
6.9%. This was in part a consequence 
of continued stimulus, which resulted 
in a further rise in indebtedness. 
Recognising this, the authorities took 
steps to limit the growth of credit.

UK gross domestic  

product growth (%)

2016 2017

1.8
1.9

Number of people  

in employment, 

UK (thousands)

20172016

32,20731,792

2016 2017

Unemployment rate,  

UK (%)

4.3

4.8
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An emphasis on strong risk 
management has a key role in 
positioning RBS to prepare for, and 
respond to, developments in the wider 
competitive, economic and regulatory 
environment. Risk appetite is set in line 
with overall strategy and approved by 
the Board. Current and emerging risks, 
that could materially affect the delivery 
of the strategy, are identified and 
managed through the risk management 
framework.

Progress in 2017

RBS continued to make progress against 
its strategic objectives by reducing risk 
and strengthening both the balance 
sheet and the capital position. 

There was a strong focus during 2017 
on developing an enhanced operating 
model for the risk management 
function. This work aims to ensure the 
function continues to meet the needs 
of our evolving business as well as the 
structural requirements of the UK’s  
ring-fencing legislation.

The merger of parts of the former 
Conduct & Regulatory Affairs function 
with RBS’s Risk function took effect on  
1 January 2017. This integration was 
designed to take advantage of synergies 
between the two functions. Work 
continued through the year to optimise 
these. In addition, there continued to be 
an emphasis on refining the risk appetite 
framework throughout 2017. As well 
as consolidating the progress made in 
previous years, further advances were 
made to enhance the framework in line 
with RBS’s structural reform. Significant 
emphasis was placed on reviewing the 
current measures, along with associated 
limits and triggers, for each of our 
material risks and further embedding 
the reporting of risk profile compared to 
risk appetite across RBS. 

Risk culture continued to be at the 
forefront of our activity as RBS moves 
towards its aim of making risk simply 
part of the way colleagues work and 
think. In support of this, during 2017 
the RBS-wide action plan focused 

on building clarity, and developing 
capability. Work to standardise risk 
culture assessment and reporting has 
enabled progress to be measured across 
RBS as well as at an individual franchise 
and function level. In turn, this informed 
the risk culture element of performance 
reviews for RBS’s Executive Committee.

Throughout 2017, work continued 
to consolidate enhancements to 
the operational risk management 
framework. The framework plays a 
key role in helping RBS maintain a 
safe and secure environment for its 
customers and is central to the overall 
risk management strategy. There was 
an ongoing focus on risk and control 
assessment, particularly relating to 
the most material products, processes 
and services. Significant progress 
was made in strengthening the fraud 
defence framework and reducing fraud 
losses as a result of the successful 
implementation of various tactical and 
strategic solutions. The emphasis on 
understanding and managing the risks 
relating to RBS’s transformation agenda 
remained a key theme during the year.

Cyber Security 
In an increasingly digital landscape 
across the industry, cyber security 
continued to be a priority issue in 
2017. RBS has a multi-layered defence 
approach and continues to invest in its 
defences as the external threat evolves. 
As part of this ongoing focus, a number 
of enhancements were made during the 
year ranging from improved protection 
of IT systems to mandatory awareness 
training for all employees. RBS has 
continued to participate in industry-
wide initiatives to monitor and anticipate 
developments, identify vulnerabilities 
and share best practice. However, 
ongoing vigilance will be essential as the 
threat continues to evolve.

Open Banking 
RBS welcomes the Competition & 
Markets Authority initiative to provide 
consumers with more choice and more 
control over their money and financial 
information by making it easier to 
compare the details of current accounts 

and other banking services. During 
2017, oversight of the implementation 
programme was executed in parallel 
with a strategic assessment of the 
threats and opportunities in the mid- 
to long-term. Robust analysis and 
oversight will continue as the  
landscape evolves. 

Innovation
RBS continues to embrace innovation 
in the field of financial technology. 
From the roll-out of the award-winning 
NatWest and Royal Bank of Scotland 
mobile app in 2011 to the launch, in 2017, 
of the NatWest Invest online investment 
advice service, developments with 
the potential to improve the banking 
experience are an integral element 
of the customer service proposition. 
Strong risk oversight has kept the 
security agenda at the forefront of these 
developments. Throughout the year 
RBS continued to focus on innovation 
while emphasising the importance of 
safety and protection for customers.

Financial Crime
Financial Crime was a key area of 
focus during 2017. The function 
continues to monitor the external 
environment and developments that 
could affect or change RBS’s exposure 
to financial crime risk. In particular 
there was a focus on the anti-money-
laundering control environment, with 
additional enhancements to policies 
and procedures to address the new 
regulatory requirements of the Fourth 
Money Laundering Directive. There 
was also a strong emphasis on the 
implementation of proportionate and 
risk-focused customer due diligence 
standards – with an increased focus 
on the management of higher-risk 
customer segments. While progress 
was made during the year, more work 
is required and RBS continues on its 
journey of improvement in respect 
of these controls. Enhancements 
to sanctions screening were also 
introduced.

Anti-Bribery & Corruption (ABC)
RBS is committed to ensuring it acts 
responsibly and ethically, both when 

Risk overview
Effective risk management is at the heart of the successful 

development and execution of the RBS strategy

Our operating environment
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pursuing its own business opportunities 
and when awarding business. 
Consequently it has embedded 
appropriate policies, mandatory 
procedures and controls to ensure 
its employees, and any other party 
it does business with, understand 
these obligations and abide by them, 
whenever they act for, or on behalf of, 
RBS. The requirements of RBS’s ABC 
Policy apply to all RBS employees and 
non-employees, in every part of the 
business. All employees are required 
to complete ABC training on an annual 
basis, with targeted training appropriate 
for certain roles.

RBS considers ABC risk in its business 
processes where there could be a risk 
of offering an improper advantage 
or being perceived to do so. This 
includes, but is not limited to, corporate 
donations, charitable sponsorships, 
political activities and commercial 
sponsorships.

To mitigate against bribery and 
corruption risks, RBS’s ABC policy and 
supporting mandatory procedures 
require employees to assess bribery 
and corruption risk, and conduct 
the appropriate level of ABC due 
diligence on business activities. Where 
appropriate, there is a requirement 
for ABC contract clauses in written 
agreements. In adopting this approach, 
RBS aims to protect the interests 
of its customers, shareholders and 
employees.

Reputational Risk 
Reputational risk issues can develop 
from either strategic choices or 
conduct issues and may even arise 
from customer activity. RBS continues 
to remain alert to the reputational risk 
it is exposed to – both in its day-to-
day business and as a result of legacy 
issues. During 2017, further work was 
done to enhance the reputational risk 
framework and embed it across all 
business lines. This work will continue 
in 2018 as RBS continues to evolve its 
risk management practice to meet the 
challenges of the changing external 
environment.

Key Metrics 

Risk-weighted assets (RWAs)
RWAs reduced by £27 billion (12%), 
ending the year at £201 billion (from 
£228 billion in 2016). This reduction 
was driven by NatWest Markets, 
where RWAs fell by £16.8 billion due 
to the continued run-off of the legacy 

business and mitigation activities in 
the core business, together with active 
management of the lending book in 
Commercial Banking.

Common Equity Tier 1 ratio
The CET1 ratio increased by 250 basis 
points to 15.9% in 2017. This was well 
above the 13% target and reflected 
the profit in the year and the RWA 
reductions in NatWest Markets and 
Commercial Banking.  

Leverage ratios
The leverage ratio increased by 20 basis 
points to 5.3% during 2017 reflecting the 
increase in the CET1 position. The Bank 
of England leverage ratio increased by 
50 basis points as a result of increased 
central bank reserves which are 
excluded from the leverage exposure 
measure. 

Stress testing
Under the hypothetical adverse 
scenario in the Bank of England 2017 
stress test, RBS’s low-point CET1 
ratio was below the CET1 ratio hurdle 
rate and the systemic reference 
point. Calculated after the impact of 
management actions, RBS’s CET1 ratio 
was above the minimum requirement. 
The Tier 1 leverage ratio remained 
above the minimum requirement 
throughout the test.

As a result of the steps RBS had already 
taken to strengthen its capital position, 
a revised capital plan was not required 
by the PRA.

Liquidity and funding
RBS maintained a robust liquidity and 
funding risk profile in 2017. Its loan-to-
deposit ratio was 88% at 31 December 
2017, compared with 91% in 2016. The 
latest Internal Liquidity Adequacy 
Assessment Process (ILAAP) showed 
that RBS is in a strong position to 
withstand liquidity stress scenarios. It 
suggested that RBS’s liquidity portfolio 
was large enough to cover more than 
168% of the expected outflows in the 
worst of three severe scenarios.

Litigation and conduct
Litigation and conduct costs of £1,285 
million included a £664 million provision 
in relation to various investigations 
and litigation matters relating to RBS’s 
issuance and underwriting of residential 
mortgage-backed securities (RMBS) 
and additional PPI provision of £175 
million. In July 2017 RBS reached a 
settlement with the Federal Housing 
Finance Agency (FHFA), as a result of 
which the FHFA’s outstanding litigation 

against RBS relating to those securities 
was withdrawn. Further details on these 
issues can be found in the Litigation, 
Investigations & Reviews section.

Climate risk
While no climate-related risks have 
been identified that would have a 
major impact on RBS’s strategy over 
a five-year horizon, RBS manages 
and monitors a number of associated 
threats. These include physical impacts, 
such as flooding, as well as the impact 
of climate-related regulation, though 
exposure to the sectors most vulnerable 
to climate risks, or climate-related 
regulation, has significantly reduced 
(for example RBS exposure to the power 
and oil & gas sectors has fallen to 1.2% 
of total lending exposures in 2017). 
RBS supports the work of the Financial 
Stability Board’s Task Force on Climate-
Related Financial Disclosures (TCFD). 
Adoption of the TCFD recommendations 
is an important step forward in pricing 
climate-related risks and opportunities 
as the transition to a low-carbon 
economy – under the terms of the Paris 
Climate Agreement – progresses.

Top and emerging risks

RBS employs a continuous process 
for identifying and managing its 
top and emerging risks. These are 
defined as scenarios that could have 
a significant negative impact on 
RBS’s ability to operate. A number 
of scenarios attracted particular 
attention in 2017. The factors discussed 
below and elsewhere in this report 
should not be regarded as a complete 
and comprehensive statement of all 
potential risks and uncertainties  
facing RBS.

Refer to the Risk Factors section on 
pages 372 to 402.

Macro-economic and  
political risks  
RBS remains vulnerable to changes 
and uncertainty in the external 
economic and political environment, 
which have intensified in the past year. 
Stress testing and scenario planning 
is used extensively to inform strategic 
planning and risk mitigation relating 
to a range of macroeconomic and 
political risks. Scenarios identified as 
having a potentially material negative 
impact on RBS include: the impact of 
the UK’s exit from the EU; a second 
Scottish independence referendum; 
a UK recession including significant 
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falls in house prices; global financial 
market volatility linked to advanced 
economy interest rate increases or 
decreases; a protracted period of low 
interest rates in the UK; vulnerabilities in 
emerging market economies resulting 
in contagion in RBS’s core markets; a 
eurozone crisis; and major geopolitical 
instability.

Risks related to the competitive 
environment
RBS’s target markets are highly 
competitive, which poses challenges 
in terms of achieving some strategic 
objectives. Moreover, changes in 
technology, customer behaviour and 
business models in these markets 
have accelerated. RBS monitors 
the competitive environment and 
associated regulatory technological 
strategy development and makes 
adjustments as appropriate.

Impact of cyber attacks
Cyber attacks are increasing in 
frequency and severity across the 
industry. RBS has participated in 
industry-wide cyber attack simulations 
in order to help test and develop defence 
planning. To mitigate the risks, a 
number of control enhancements have 
been delivered as part of a bank-wide 
security programme. This has improved 
the protection of IT systems and data 
for both employees and customers. 
Further enhancements are underway 
and planned to ensure RBS continues 
to maintain an effective control 
environment as the cyber threats evolve. 

Regulatory and legal risks
Future litigation and conduct charges 
could be substantial. RBS is involved in 
a number of litigation and investigations 
matters, including: ongoing class action 
litigation, securitisation and mortgage-
backed securities related litigation, 
investigations into foreign exchange 
trading and rate-setting activities, 
continuing LIBOR-related litigation and 
investigations, and investigations into 
the treatment of small and medium-
sized business customers in financial 
difficulty, anti-money laundering, 

sanctions, mis-selling (including 
mis-selling of payment protection 
insurance products). Settlements may 
result in additional financial penalties, 
non-monetary penalties or other 
consequences, which may be material.

More detail on these issues can be found 
in the Litigation, Investigations and 
Reviews and Risk Factors sections of  
the 2017 Annual Report and Accounts. 
To prevent future conduct from resulting 
in similar impacts, RBS continues to 
embed a strong and comprehensive risk 
and compliance culture.

Failure of information technology 
systems
RBS’s information technology systems 
are complex. As such, recovering from 
failure is challenging. To mitigate these 
risks, a major investment programme 
has significantly improved the resilience 
of the systems and further progress is 
expected. System sustainability has 
improved as we continue to simplify 
and modernise our infrastructure and 
applications. 

An increase in obligations to support 
pension schemes
The value of pension scheme assets 
may not be adequate to fund pension 
scheme liabilities. The actuarial deficit in 
the RBS pension schemes may therefore 
increase, requiring RBS to increase its 
current and future cash contributions. 
An acceleration of certain previously-
committed pension contributions 
was made in Q1 2016 to reduce this 
risk. Depending on the economic and 
monetary conditions and longevity of 
scheme members prevailing at that 
time, the actuarial deficit may increase 
at subsequent valuations and is also 
expected to be affected by ring-fencing.

Operational and execution risks
Increased losses may arise from a 
failure to execute major projects 
successfully. These currently include the 
transformation plan, the restructuring 
of NatWest Markets, compliance 
with structural reform requirements 
including the statutory ring-fencing 

requirements implemented as a result 
of the Independent Commission on 
Banking and the implementation of 
obligations under the policy framework 
for resolution (including Operational 
Continuity in Resolution). These 
support the delivery of a robust control 
environment and the embedding of 
a strong and pervasive customer-
centred organisational and risk culture, 
which are essential to meet RBS’s 
strategic objectives. These projects 
cover organisation structure, business 
strategy, information technology 
systems, operational processes and 
product offerings. RBS continues to 
work to implement change in line with its 
project plans while assessing the risks 
to implementation and is taking steps to 
mitigate those risks where possible.

Risks to income, costs and business 
models arising from regulatory 
requirements
RBS is exposed to the risk of further 
increases in regulatory capital 
requirements as well as risks related 
to new regulations that could affect its 
business models.

RBS considers and incorporates the 
implications of proposed or potential 
regulatory activities in its strategic and 
financial plans.

Inability to recruit or retain  
suitable staff
There is a risk that RBS lacks sufficient 
capability or capacity at a senior level 
to deliver – or to adapt to – change. 
RBS monitors people risk closely and 
has plans in place to support retention 
of key roles, with wider programmes 
supporting engagement and training  
for all employees.
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Our Board committees
In order to provide effective 
oversight and leadership, the 
Board has established a number of 
Board committees with particular 
responsibilities. The work of the 
Board committees is discussed in 
their individual reports. The terms of 
reference for each of these committees 
is available on rbs.com.

The full Governance report is on pages 
50 to 105 of the 2017 Annual Report 
and Accounts.

Group Audit Committee
Assists the Board in discharging its 
responsibilities for monitoring the 
quality of the financial statements of 
RBS. It reviews the accounting policies, 
financial reporting and regulatory 
compliance practices of RBS and RBS’s 
systems and standards of internal 
controls, and monitors the work of 
internal audit and external audit.

Board Risk Committee
Provides oversight and advice to the 
Board on current and potential future 
risk exposures of RBS and future risk 
strategy. It reviews RBS’s compliance 
with approved risk appetite and 
oversees the operation of the RBS 
Policy  Framework  and  submissions  
to regulators. 

Sustainable Banking Committee 
Provides support to the Board in 
overseeing actions being taken by 
management to run a sustainable  
long term business, with specific  
focus on culture, people, customer, 
brand and environmental social and 
ethical issues.

Group Performance and  
Remuneration Committee
Responsible for approving 
remuneration policy and reviewing the 
effectiveness of its implementation.
It also considers senior executive 
remuneration and makes 
recommendations to the Board on the 
remuneration of executive directors.

Group Nominations and  
Governance Committee 
Assists the Board in the selection and 
appointment of directors. It reviews 
the structure, size and composition of 
the Board, and the membership and 
chairmanship of Board committees. 
It considers succession planning 
taking into account the skills and 
expertise which will be needed on the 
Board in future. Its remit also includes 
governance oversight.

Technology and Innovation 
Committee
The Technology and Innovation 
Committee was established in August 
2017 and is responsible for assisting the 

Board in overseeing and monitoring 
execution of the Group’s strategic 
direction in relation to technology  
and innovation.

Executive Committee
The Board is supported by the 
Executive Committee comprising 
the executive directors and other 
senior executives. It supports the 
Chief Executive in managing RBS’s 
businesses. It reviews and debates 
relevant items before consideration 
by the Board. It is responsible for 
developing and delivering RBS’s
strategy and it monitors and manages 
financial performance, capital 
allocation, risk strategy and policy, risk 
management, operational issues and 
customer issues.

UK Corporate  
Governance Code
Throughout the year ended 31 
December 2017, RBS has complied 
with all of the provisions of the UK 
Corporate Governance Code issued 
by the Financial Reporting Council 
dated April 2016 except in relation 
to provision (D.2.2) that the Group 
Performance and Remuneration 
Committee should have delegated
responsibility for setting remuneration 
for the Chairman and executive 
directors. RBS considers that this
is a matter which should rightly be 
reserved for the Board.

Board of directors 

Chairman

Howard Davies

Executive directors

Ross McEwan 

Ewen Stevenson

Company Secretary

Aileen Taylor

Non-executive directors

Frank Dangeard

Alison Davis

Morten Friis

Robert Gillespie

Penny Hughes

Yasmin Jetha 

Brendan Nelson

Baroness Noakes

Mike Rogers

Mark Seligman 
(Senior Independent Director)

Dr Lena Wilson 

Governance 
at a glance

Our Board
The Board has fourteen directors comprising the Chairman, two 
executive directors and eleven independent non-executive 
directors, one of whom is the Senior Independent Director. 
Biographies for each director can be found on pages 51 to 5 . 

The Board is collectively responsible for the long-term success  
of RBS and delivery of sustainable shareholder value. Its role is  
to provide leadership of RBS within a framework of prudent  
and effective controls which enables risks to be assessed  
and managed.

In 2017, the Board and committee evaluation process was 
conducted internally by the Deputy Secretary and Director, 
Corporate Governance, and overseen by the Company 
Secretary.

Governance at a glance
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Viability statement

Viability statement

The Board consider a period of three 
years to be an appropriate period  
for the assessment to be made. This 
period is within the bank’s strategic 
plan and regulatory and internal  
stress testing periods.

The bank’s business and strategic 
plans provide long term direction and 
are reviewed on, at least, an annual 
basis, including multi-year forecasts 
showing the expected financial position 
throughout the planning horizon. 
The base case plan indicates that the 
bank will have sufficient capital and 
liquidity resources over the three year 
assessment period. 

The bank’s base case plan is also tested 
in a series of extreme stress scenarios 
as part of internal and external 
stress testing. Results from the stress 
scenarios, including management’s 
response, are used as part of the 
Internal Capital Adequacy  
Assessment Process (ICAAP) and 
the Internal Liquidity Adequacy 
Assessment Process (ILAAP). These 
processes are summarised in the 
Capital and Risk Management section 
of the Annual Report and Accounts on 
pages 157 to 165.

Assessments of the risks of the 
greatest concern are captured through 
the bank’s processes for continuously 
identifying and effectively managing 
the principal top and emerging 
risks, as detailed on page 46 and 
47 of the strategic report. These 
assessments provide a view on the 
impact of the top risks crystallising, 
both individually and in combination. 
These risks are outlined in the Risk 
Overview and further discussed in 
the Risk Factors, both contained in 
the Annual Report and Accounts on 
pages 150 and 156 and 372 to 402, 
respectively, and include political, 
legal, macroeconomic, regulatory, 
operational and execution risks.

On the basis of this robust assessment 
of the principal risks facing the bank, 
the Board’s review of the business 
and strategic plans and other matters 
considered and reviewed during the 
year, and the results of the stress 
tests undertaken, the Board has a 
reasonable expectation that the bank 
will be able to continue in operation 
and meet its liabilities as they fall due 
over the period of the assessment.

In accordance with provision C.2.2 of the UK 

Corporate Governance Code, the Board of 

Directors (the “Board” of RBSG (the “bank”)) 

have assessed the viability of the bank taking 

into account the current position of the bank, 

the Board’s assessment of the bank’s prospects, 

and the bank’s principal risks, as detailed in 

the strategic report on pages 46 and 47. The 

Board’s assessment is further informed by 

the application of regulatory standards of 

capital and liquidity adequacy and stress test 

thresholds under extreme conditions.   


