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Introduction 

Regulatory Framework 

Schroders plc (Schroders or the Group) is supervised in the United Kingdom (UK) on a consolidated basis by the Prudential 
Regulation Authority (PRA). The PRA sets capital requirements for the Group and monitors the Group’s capital adequacy on 
an ongoing basis. Regulated subsidiaries within the Group are supervised by their local regulators who set and monitor 
local capital adequacy requirements. 

The Group’s regulatory capital is assessed under the Basel framework, as implemented in the UK in the Capital 
Requirements Directive (UKCRD) / UK Capital Requirements Regulation (UKCRR) package and the PRA’s rulebook. The Basel 
framework comprises three pillars: 

– Pillar 1 sets rule-based minimum capital standards; 

– Pillar 2 establishes the approach to supervisory review and the setting of individual capital requirements, taking into 
consideration the firm’s own assessment of how much capital is required to support the business; and 

– Pillar 3 sets disclosure requirements; these aim to promote market discipline by enabling market participants to access 
information relating to regulatory capital and risk exposures. 

This document sets out the consolidated Pillar 3 disclosures for the Group as at 31 December 2021. They are made in 
accordance with Part Eight of the UKCRR. They are produced annually and published alongside the Schroders plc Annual 
Report and Accounts (Annual Report and Accounts). They are not subject to audit and have been produced solely for the 
purposes of satisfying the Pillar 3 regulatory requirements. Additional relevant information can be found in the Annual 
Report and Accounts, which is available on the Schroders corporate website (www.schroders.com/ir). 

Summary of the Group’s capital position  

As at 31 December 2021, the Group had total regulatory own funds of £2,662m (2020: £2,351m) and a capital ratio of 27.7% 
(2020: 26.2%). The Group is required to maintain adequate capital resources to meet our Total Capital Requirement (TCR) of 
£937m (2020: £874m). The TCR incorporates our Pillar 1 regulatory capital requirement of £769m (2020: £717m). In addition 
to the TCR of our banking group, the Group is required to hold capital of £282m (2020: £256m) in respect of our insurance 
companies and regulatory buffers. The Group’s overall regulatory capital requirement was £1,220m at 31 December 2021 
(2020: £1,130m). Note that the Group’s regulatory capital consists entirely of Common Equity Tier 1 capital (CET1).  

The Pillar 1 minimum own funds requirements comprise a CET1 capital ratio of 4.5%, a Tier 1 (T1) capital ratio of 6% and a 
Total capital ratio of 8%. The PRA sets the Group’s Pillar 2A requirement. This is an individual capital requirement taking the 
Group’s Pillar 2 assessment into account. Pillar 1 and Pillar 2A constitute the Group’s TCR, which is the minimum amount of 
capital that the Group is required to maintain at all times.  

The Group’s combined buffer requirement comprises a capital conservation buffer of 2.5% (2020: 2.5%) of risk weighted 
assets and a countercyclical capital buffer of 0.17% (2020: 0.09%). The capital conservation buffer is designed to ensure that 
institutions build up capital buffers outside periods of stress which can be drawn upon if required. The countercyclical 
capital buffer is used in a jurisdiction when excess credit growth is associated with an increase in system-wide risk. These 
buffers represent the capital the Group is required to hold in excess of the minimum, and are available to absorb losses in 
times of stress. The Group is also required to hold a PRA buffer. 

The Group is also required to calculate a leverage ratio. The leverage ratio is calculated by dividing the Group’s capital by its 
exposures, which are defined as the total of on- and off- balance sheet exposures less the deductions applied to Tier 1 
capital.  

The Group’s key regulatory metrics are shown in table 1. A breakdown of the Group’s Pillar 1 Risk Weighted Assets and 
Capital Requirement is shown in table 2. As at 31 December 2021, the Group complied with all externally imposed 
regulatory capital requirements. 

  

http://www.schroders.com/ir
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Table 1: Key regulatory metrics 

£m 2021 2020 

Available capital 

CET1 Capital 

 

2,661.9 

 

2,351.3 

Risk Weighted Assets 

Total Risk Weighted Assets 

 

9,612.0 

 

8,957.6 

Capital Ratios (%) 

CET1 Capital Ratio 

 

27.7 

 

26.2 

Additional CET1 buffer requirements as a % of RWA 

Capital Conservation Buffer (%) 

 

2.50 

 

2.50 

Countercyclical Buffer (%)¹ 0.17 0.09 

Total CET1 specific buffer requirements (%)  2.67 2.59 

Leverage Ratio 

Total Leverage ratio exposure measure 

 

8,895.8 

 

8,078.8 

Leverage ratio (%) 29.9 29.1 

¹The institution specific countercyclical buffer that applies to the Group is the weighted average of the countercyclical capital buffers 
that apply in the jurisdictions where the Group’s relevant credit exposures are located. 

Table 2: Risk Weighted Assets and Capital Requirement breakdown 

£m 
Risk Weighted Assets Capital Requirement 

2021 2020 2021 2020 

Credit risk 4,579.6 4,212.2 366.4 337.0 

Market risk 722.3 689.7 57.8 55.2 

Operational risk 4,305.7 4,047.2 344.5 323.8 

Credit valuation adjustment 4.4 8.5 0.4 0.7 

Total  9,612.0 8,957.6 769.1 716.7 

Approach to capital management 

The Group’s approach to capital management is to maintain a strong capital position to enable us to invest in the future of 
the Group, in line with our strategy, and to support the risks inherent in conducting our business. Capital management is an 
important part of our risk management framework and is underpinned by our Internal Capital Adequacy Assessment 
Process (ICAAP). The ICAAP considers the relevant current and future risks to the business and the capital the Group 
considers necessary to support these risks. The Group actively monitors its capital base to ensure sufficient and appropriate 
capital resources are maintained to cover the relevant risks to the business and to meet consolidated and local regulatory 
and working capital requirements. 

For further information on the components of the Group’s capital position please refer to note 20 of the Annual Report and 
Accounts.  

 

Regulatory developments 

Capital Requirements Regulation 2 

On 1 January 2022, the latest tranche of changes to the Basel capital framework were effective in the UK.  The package 
includes changes to the credit risk methodology for equity investments in Collective Investment Undertakings (CIUs), the 
standardised approach for measuring counterparty credit risk, the implementation of the Net Stable Funding Ratio as a 
binding requirement, and amendments to the leverage ratio framework. 

As part of the same package, the PRA also changed the treatment of intangibles to require all software assets to be 
deducted in full from CET1 capital.  
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New prudential regime for investment firms 

Within the Schroders Group, there are a number of investment firms with permissions under the Markets in Financial 
Instruments Directive (MiFID). On 1 January 2022 they became subject to the new Investment Firm Prudential Regime (IFPR). 
Whilst these reforms have had an impact on the capital position of in-scope entities, they do not impact the regulatory 
capital position of the consolidated Group. 

Other developments 

In December 2021 the Financial Policy Committee (FPC) announced that it would increase the UK countercyclical buffer from 
0% to 1% effective on 13 December 2022. The FPC also announced that if the UK economic recovery continues in line with 
forecasts they would expect to announce in Q2 2022 a further increase in the rate to 2%, effective in Q2 2023.  

 

Regulatory basis of consolidation 

The Group’s Pillar 3 disclosures are produced on a consolidated basis. Information about the Group’s subsidiaries, including 
regulated entities, is provided in note 38 of the Annual Report and Accounts. 

The regulatory basis of consolidation differs from the accounting basis of consolidation due to the following adjustments: 

– The Group’s insurance entities (Schroder Pension Management Limited and Burnaby Insurance (Guernsey) Limited) are 
excluded from the regulatory basis of consolidation. Insurance entities are subject to a separate regulatory framework 
and are outside the scope of UKCRD / UKCRR. The Group’s insurance entities are, however, included in the Group’s risk 
management framework and have been adequately capitalised throughout the year. 

– Certain joint ventures are proportionally consolidated for the purpose of calculating the Group’s regulatory  
capital position. 

– Certain CIUs are consolidated in the Group’s financial accounts but are excluded from the regulatory basis of 
consolidation as they do not meet the definition of financial institutions. The Group’s interests in such vehicles are 
recognised in the regulatory framework as financial assets and are included in the determination of the relevant 
capital requirement. 
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Table 3: Reconciliation of financial position – financial accounting to regulatory scope of consolidation 

 
31 December 

2021  
(audited) 

£m 

Deconsolidation  
of insurance 
subsidiaries 

£m 

Proportional 
consolidation 

of certain joint 
ventures 

£m 

Deconsolidation 
of CIUs 

£m 

Regulatory 
balance sheet 

£m 

Assets      

Cash and cash equivalents 4,207.3 (22.9) 125.2 (131.8) 4,177.8 

Trade and other receivables 1,000.9 (21.4) 52.6 (0.4) 1,031.7 

Financial assets 3,132.3 (22.0) 136.6 (670.6) 2,576.3 

Share of net assets in associates 
and joint ventures 

443.7 0.0 (396.4) 0.0 47.3 

Goodwill and intangibles relating 
to associates and joint ventures 

23.0 0.0 0.0 0.0 23.0 

Capital invested in insurance 
entities 0.0 32.8 0.0 0.0 32.8 

Property, plant and equipment 560.0 0.00 9.3 0.00 569.3 

Goodwill and intangible assets 1,168.5 0.00 157.3 0.0 1,325.8 

Deferred tax 145.0 0.00 3.9 0.00 148.9 

Retirement benefit scheme surplus 197.9 0.00 0.0 0.00 197.9 

Assets backing unit-linked 
liabilities 

13,463.1 (10,457.9) 0.00 (3,005.2) 0.00 

Total assets 24,341.7 (10,491.4) 88.5 (3,808.0) 10,130.8 

 

Liabilities 
     

Trade and other payables (1,115.0) 21.0 (60.2) 0.0 (1,154.2) 

Financial liabilities (4,793.6) 0.0 0.0 802.8 (3,990.8) 

Lease liabilities (373.8) 0.0 (7.3) 0.0 (381.1) 

Current tax (52.2) (0.8) (17.3) 1.0 (69.3) 

Provisions (26.8) 0.0 (0.1) 0.0 (26.9) 

Deferred tax (80.4) 0.0 (3.4) 0.0 (83.8) 

Retirement benefit scheme deficits (11.1) 0.0 0.0 0.0 (11.1) 

Unit-linked liabilities (13,463.1) 10,458.8 0.0 3,004.3 (0) 

Total liabilities (19,916.0) 10,479.0 (88.3) 3,808.1 (5,717.2) 

Net assets 44,257.7 (20,970.4) 176.8 (7,616.1) 15,848.0 

Called up share capital 282.5 0.0 0.0 0.0 282.5 

Share premium 124.1 0.0 0.0 0.0 124.1 

Own shares (150.2) 0.0 0.0 0.0 (150.2) 

Other reserves¹ 4,029.5 (12.1) 0.0 0.0 4,017.4 

Total shareholders’ equity 4,285.9 (12.1) 0.0 0.0 4,273.8 

Non-controlling interests² 139.8 0.0 0.0 0.0 139.8 

Equity 4,425.7 (12.1) 0.0 0.0 4,413.6 

¹Other reserves consist of the net exchange differences reserve, associates and joint ventures reserve and profit and loss reserve. 
Together these reserves make up retained earnings and accumulated comprehensive income. 
²Non-controlling interests relate to equity capital of subsidiaries held by entities that are not within the scope of consolidation.  
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Risk management framework and governance 

Board risk management declaration 

The Board is responsible for the risk management framework of the Group, as detailed in the Annual Report and Accounts 
on page 49. 

Risk management framework  

The Board is accountable for the maintenance of a sound system of internal control and risk management. It assesses the 
most significant risks facing the business and also uses quantitative exposure measures, such as stress tests, where 
appropriate, to understand the potential impact on the business. Non-executive oversight of the risk management 
framework process with respect to standards of integrity, risk management and internal control is exercised through the 
Audit and Risk Committee. The Group embeds risk management within all areas of the business at a Group and legal entity 
level.  

The Group Chief Executive and Group Management Committee (GMC), as the principal advisory committee to the Group 
Chief Executive, have responsibility for regularly reviewing the key risks faced. This includes their respective business areas 
identifying, monitoring and reporting on relevant risks and controls. They are also responsible for monitoring that 
individual behaviours reflect the culture and core values of the business.  

The executive oversight of risk is delegated by the Group Chief Executive to the Chief Financial Officer. The Chief Financial 
Officer has responsibility for the risk and control framework of the Group. For further information on the Risk Management 
framework please refer to page 49 of the Annual Report and Accounts. 

Management of key risks 

Emerging risks, and changes to our existing risks, are identified throughout the year, during the normal course of business, 
and are reviewed and discussed at relevant risk committees. In addition, on a periodic basis we complete a formal 
assessment of the risks faced by our business using a `top-down’ and `bottom- up’ approach. The ‘top-down’ approach uses 
analysis from Group Risk and discussion with GMC members and subject matter experts around the Group. The ‘bottom-up’ 
approach uses the results from Risk Control Assessments, trends in risk events and high-impact issues logged in our 
operational risk database, Archer. 

The results of these assessments are used to inform our internal   key risks which are presented to the Group Risk 
Committee prior  to the GMC, Audit and Risk Committee and Board. Our internal key risks are reviewed to identify a sub-set 
that are the most material to the firm. These are set out on pages 52-54 of the ARA.  

Pillar 2 and ICAAP 

The ICAAP is the Group’s own assessment of the level of capital (Pillar 2) required to support current and future risks in its 
business. The ICAAP determines the principal risks to the Group and its consolidated financial position and assesses the 
capital required to meet unexpected losses, calculated at a confidence level specified by the Board. It examines each key risk 
category to identify the exposures that could put the Group’s capital at risk. Risks are then assessed using the most 
appropriate technique and outputs are measured as part of the risk management framework and oversight process.  

Risk and control assessments (RCAs) are an important part of the risk management framework. These are completed by 
each business area to identify and assess their operational risks and controls. Outputs from this process, together with 
other information such as internal and external risk events, support the operational risk scenario analysis that is used to 
determine the level of capital required. 

The ICAAP also uses a range of scenarios to assess the impact of severe but plausible stress events on capital resources and 
regulatory capital requirements. The stress testing analysis is used to determine the appropriate size of any capital planning 
buffer that should be held over and above the Group’s combined buffer requirements. The next section provides further 
detail on the approach to stress testing. 

The ICAAP is updated and formally reviewed by the Board on at least an annual basis, with more frequent reviews in the 
event of a fundamental or anticipated change to the business or the environment in which the Group operates.  

Stress testing 

Stress testing is an important element of the Group’s planning and risk management processes, helping to identify, analyse 
and manage risks within the business. Capital planning forms part of the ICAAP and a range of stress tests and scenario 
analyses are used to estimate the impact of stress events on capital resources and regulatory capital requirements. 

Stress testing is performed on the Group’s business plan and considers the impact of a number of the Group’s key risks 
crystallising over the assessment period. This includes consideration of new and emerging risks, identified through the 
business planning process, that could have a material impact over the five-year planning period. 
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The severe but plausible stress scenarios applied to the business plan include consideration of the following factors: 
- a deterioration in the value of our AUM as a result of a severe period of market stress, similar in severity to the global 

financial crisis; 
- the impact of a material operational risk event or poor investment performance which could lead to reputational 

damage and significant outflows of our AUM; 
- a significant decline in net operating revenue margins reducing projected revenues, together with an increase in the 

ratio of total costs to net income; 
- the early crystallisation of certain climate change risks; 
- prevailing macroeconomic and environmental factors such as the potential for a sustained period of high inflation and 

ongoing risks connected to Covid-19. 

The Group also assesses the impact of the regulatory stress scenario published by the Prudential Regulation Authority. 

As well as forming part of the ICAAP, stress testing is conducted for the Group’s Internal Liquidity Adequacy Assessment 
Process (ILAAP) and Recovery Plan. Reverse Stress Tests are conducted and demonstrate the unlikely and very extreme 
conditions that would be required to make the Group’s business model non-viable.  

Together with the Group’s business plan, capital and liquidity stress tests support the Directors’ assessment of the Group’s 
viability as detailed in the Viability Statement (page 55 of the Annual Report and Accounts). 

Board succession and diversity policy 

The Board succession process is detailed on page 60 of the Annual Report and Accounts. The Board policy on diversity is 
detailed on page 40-42 of the Annual Report and Accounts. 

 

Regulatory own funds 

Regulatory capital is categorised as either CET1, Additional Tier 1 or Tier 2 depending on the characteristics of the capital 
items. The Group’s regulatory capital meets all of the conditions of UKCRR article 28 and consists entirely of CET1 capital. 

The Group’s CET1 capital consists of two classes of shares, ordinary shares and non-voting ordinary shares, as detailed in 
note 21 of the Annual Report and Accounts. Non-voting ordinary shares carry the same rights as ordinary shares except that 
they do not confer the right to attend or vote at any general meeting of Schroders plc and on a capitalisation issue they 
carry the right to receive non-voting ordinary shares rather than ordinary shares. Ordinary share capital accounts for 80%  
of the Group’s total share capital with the remaining 20% represented by non-voting ordinary share capital. CET1 capital 
includes share premium, retained profits and certain other reserves.  

A number of deductions and adjustments are made before arriving at the Group’s regulatory own funds. In calculating  
CET1 capital as at 31 December 2021, deductions have been made for the Group’s intangible assets net of deferred tax of 
£1,228.5 million (including £935.6 million of goodwill), the Group defined benefit pension surplus net of deferred tax of 
£148.4 million and its own shares held to hedge employee share schemes of £150.2 million. Regulatory adjustments for 
deferred tax assets and significant investments in financial sector entities are required when certain thresholds are 
exceeded. As at 31 December 2021, no adjustments were required for these items.  

The composition of the Group’s regulatory capital is shown in table 4 and the own funds disclosure template as required in 
Commission Implementing Regulation (EU) No 1423/2013 is presented in Appendix 1. 
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Table 4: Composition of regulatory capital 

 2021 
£m  

2020 
£m  

Equity per the regulatory balance sheet¹ 4,413.6  4,076.6  

Direct and indirect holdings by an institution of own CET1 instruments²  150.2   159.8  

Non-qualifying minority interests  (139.8)  (83.1) 

Adjustment for foreseeable dividends  (232.9) (216.3) 

Common Equity Tier 1 (CET1) capital before regulatory adjustments 4,191.1 3,937.0 

Common Equity Tier 1 (CET1) capital: regulatory adjustments   

Intangible assets (net of related tax liability)  (1,228.5) (1,286.7) 

Direct and indirect holdings by an institution of own CET1 instruments (150.2) (159.8) 

Defined-benefit pension fund assets (net of related tax liability)  (148.4) (137.1) 

Additional value adjustments³ (2.1) (2.1) 

Total regulatory adjustments to Common Equity Tier 1 (CET1) (1,529.2) (1,585.7) 

Total Common Equity Tier 1 Capital after regulatory adjustments 2,661.9 2,351.3 

Total Capital after regulatory adjustments 2,661.9 2,351.3 

¹Shareholder equity per the regulatory balance sheet includes the deduction for direct holdings of own CET1 instruments. 
²Direct holdings of own CET1 instruments are added back to equity because these are presented as a regulatory adjustment in the 
composition of regulatory capital requirements published by the EBA. 
³A value adjustment is a deduction from CET1 capital where the prudent value of financial assets measured at fair value is materially 
lower than the fair value recognised in the financial statements. 
 

Credit risk 

Overview 

Credit risk is the risk that a counterparty to a financial instrument, loan or commitment will cause the Group financial loss by 
failing to discharge their obligations. The Group has exposure to credit risk from its normal activities where it is exposed to 
the risk that a counterparty will be unable to pay amounts when due. 

Credit risk management 

The Group carefully manages its exposure to credit risk by monitoring exposures to individual counterparties and sectors, 
monitoring counterparties’ creditworthiness, taking collateral and reducing settlement risk where possible and approving 
lending policies that specify the type of acceptable collateral and lending margins. The Group’s maximum exposure to credit 
risk is represented by the gross carrying value of its financial assets. Externally published credit ratings are indicators of the 
level of credit risk associated with a counterparty. The Group has a credit risk management framework in place to assess 
and monitor the creditworthiness of the Group’s counterparties using, where appropriate. External Credit Assessment 
Institutions (ECAI) ratings supplemented by internal assessments. Exposures are monitored against relevant thresholds 
including regulatory large exposure requirements. The Group seeks to diversify its exposure across different 
counterparties. 

The Group does not usually provide loans, overdrafts or advances to clients on an unsecured basis. 

Please note more detail on our approach to credit risk management is included in note 20 of the Annual Report and Accounts.  

Credit risk measurement 

Schroders has elected to adopt the standardised approach to credit risk. Under the standardised approach, the Group’s 
credit risk capital requirement is calculated as 8% of total risk weighted exposures. Risk weighted exposures are calculated 
by applying a prescribed regulatory risk-weight to individual credit risk exposures.  

As the Group’s trading book is small, the Group applies the derogation allowed under article 94 of the UKCRR to include 
exposures arising from the Group’s limited trading activities in the Group’s credit risk exposure. 
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Calculating the credit risk exposure 

The Group’s regulatory credit risk exposure is calculated using the accounting value of the relevant instruments. 
Adjustments are made for the effect of funded credit protection on reverse repurchase agreements and provisions against 
expected credit losses made in accordance with IFRS. An add-on to reflect the potential future exposure of the Group’s 
derivative portfolio is incorporated and off-balance sheet exposures are included after applying the relevant credit 
conversion factor (CCF). Items deducted from regulatory capital are excluded from the credit risk exposure. 

The recognition of funded credit protection is subject to a number of considerations, including ensuring the legal 
enforceability of the collateral arrangements, monitoring the market value of the collateral and ensuring that the value of 
the collateral is not materially correlated with the credit quality of the counterparty. 

Table 5 presents the Group’s regulatory balance sheet by asset class, with the adjustments that are made to arrive at 
exposure value. 

Table 5: Fully adjusted credit risk exposure value 

 Regulatory 
balance 

sheet 
£m 

Regulatory 
adjustments 

£m 

Effect of funded 
credit protection 

on reverse 
repurchase 

agreements 
£m 

 Credit 
risk 

mitigation 
£m 

Off-balance 
sheet items 

post CCFs 
£m 

Derivative 
add-on 

£m 

2021 
Exposure 

value 
£m 

Assets        

Cash and cash 
equivalents 

4,177.8 - (508.9) - - - 3,668.9 

Trade and other 
receivables 1,031.7 - - - - - 1,031.7 

Financial assets 2,576.3 - - - 118.4 11.6 2,706.3 

Share of net assets  
in associates and  
joint ventures 

47.3 - - - - - 47.3 

Goodwill and  
intangibles relating  
to associates and  
joint ventures 

23.0 (23.0) - - - - - 

Insurance entity capital 32.8 - - - - - 32.8 

Property, plant  
and equipment 569.3 - - - - - 569.3 

Goodwill and  
intangible assets 

1,325.8 (1,239.9) - - - - 85.9 

Deferred tax 148.9 - - - - - 148.9 

Retirements benefit 
scheme surplus 197.9 (197.9) - - - - - 

Financial liabilities - - - - - 14.7 14.7 

Total  10,130.8 (1,460.8) (508.9) - 118.4 26.3 8,305.8 
 

Each exposure is assigned to a credit risk exposure class as defined in article 112 of the UKCRR. This is set out in table 6. 
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Table 6: Exposure value per table 5 analysed by exposure class 

 
2021 

Exposure value 
£m 

20120  
Exposure value 

£m 

Central governments or central banks 2,197.2 1,944.4 

Regional governments or local authorities 20.2 24.8 

Multilateral development banks 108.6 70.9 

Institutions 2,080.1 1,358.4 

Corporates 828.2 930.5 

Retail 110.7 95.8 

Secured by mortgages on immovable property 190.5 168.7 

Exposures in default 0.0 1.7 

Items associated with particular high risk¹ 108.8 111.3 

Covered bonds 75.3 82.2 

CIUs 1,156.7 1,181.8 

Equity 33.5 41.5 

Other items² 1,396.0 1,270.7 

Total exposure value 8,305.8 7,282.7 

¹High risk exposures include private equity investments. 
²Other items as per UKCRR article 134 include accrued income, fee debtors, tax, prepayments and other debtors. 
 
Appendix 3 provides further information on the Group’s on- and off-balance sheet exposures subject to the credit risk 
framework broken down by significant country. Countries contributing to approximately 90% of the Group’s total exposure 
have been disclosed separately and all other countries have been categorised as ‘Other’. 

Calculating the risk weighted exposure 

The Group’s risk-weighted exposure is calculated by applying the risk weights prescribed in Part 3, Title II, Chapter 2 of the 
UKCRR to the credit exposures in table 6. The allocation of risk weights by exposure class is shown in table 7. 

The risk weight is based on the exposure class to which the exposure is assigned, the maturity of the exposure and the 
credit quality of the counterparty.  

The Group assesses the credit quality of its counterparties with reference to credit assessments conducted by ECAIs. The 
primary ECAI used by the Group is Fitch and its ratings are used to assess the credit quality of exposures wherever possible. 
If a Fitch rating is unavailable, a rating from an alternative ECAI is used, including Moody’s or Standard & Poor’s. All three 
ratings agencies are recognised as eligible ECAIs by the PRA. Where no credit rating can be obtained, the exposure is 
categorised as unrated. Unrated exposures are risk weighted based on exposure class and include loans to individuals, 
equity investments, trade and other receivables, tax assets and fixed assets. 
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Table 7: Risk weighted assets by exposure class 

£m 

Exposure after adjustments – Risk weights 2021  
Total risk 
weighted 

assets 
(RWA) 

0% 20% 35% 50% 75% 100% 150% 250% Other 

Central governments 
or central banks 

2,197.2 - - - - - - - - - 

Regional 
governments or  
local authorities 

- 20.2 - - - - - - - 4.0 

Multilateral  
development banks 108.6 - - - - - - - - - 

Institutions - 1,672.6 - 405.8 - 1.7 - - - 539.1 

Corporates - 1.8 - 0.4 - 825.4 0.6 - - 826.9 

Retail - - - - 110.7 - - - - 83.1 

Secured by 
mortgages on 
immovable property 

- - 176.4 - - 14.1 - - - 75.8 

Exposures in default - - - - - - - - - - 

Items associated with 
particular high risk 

- - - - - - 108.8 - - 163.3 

Covered bonds - - - - - - - - 75.3 7.5 

CIUs - 61.0 - - - 1,095.7 - - - 1,107.9 

Equity - - - - - 0.7 - 32.8 - 82.7 

Other items 0.9 - - - - 1,199.0 - 196.1 - 1,689.3 

Total 2,306.7 1,755.6 176.4 406.2 110.7 3,136.6 109.4 228.9 75.3 4,579.6 

Total Credit Risk 
Capital Requirement          366.4 

 
Table 8 summarises the Group’s credit risk capital requirement by exposure class. 

Table 8: Total consolidated credit risk capital requirement of the Group under Pillar 1 

£m 
2021 
RWA 

2021 
Capital Req’t 

2020 
RWA 

2020 
Capital Req’t 

Credit risk     

Central governments or central banks - - - - 

Regional governments or local authorities 4.0 0.3 5.0 0.4 

Multilateral development banks - - - - 

Institutions 539.1 43.1 392.2 31.4 

Corporates 826.9 66.2 858.5 68.7 

Retail 83.1 6.6 71.9 5.8 

Secured by mortgages on immovable property 75.8 6.1 65.2 5.2 

Exposures in default - - 1.7 0.1 

Items associated with particular high risk 163.3 13.1 167.0 13.4 

Covered bonds 7.5 0.6 8.2 0.7 

CIUs 1,107.9 88.6 1,108.2 88.7 

Equity 82.7 6.6 90.7 7.2 

Other items 1,689.3 135.2 1,443.6 115.4 

Total  4,579.6 366.4 4,212.2 337.0 
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Market risk 

Overview 

Market risk is the risk that the value of assets or liabilities will fluctuate as a result of movements in factors such as market 
prices, interest rates and foreign exchange rates. The Group’s primary exposures to market risk arise from holdings of 
principal investments and foreign currency positions as a result of overseas operations. The Group has a second order 
exposure to market risk through its investment management activities as the income earned from this agency business will 
vary dependent on the value of AUM. This second order exposure does not give rise to a capital requirement, but is 
considered as part of the Group’s market risk management activities and stress testing. 

Market risk management 

Our geographically diversified, broad product range helps to mitigate market risk in a variety of market conditions and 
serves to diversify individual market dependencies.  

For its principal investments, the Group has an investment framework in place that includes a risk appetite and prescribed 
limits which are approved by the Board. The currency risk associated with non-sterling investments within the investment 
capital, seed capital and co-investment portfolios is hedged, where appropriate, using short-dated forward foreign 
exchange contracts. The Group also aims to hedge the market risk exposure in its seed capital investments where practical. 
Where this is not possible the Group Capital Committee is required to approve the risk exposure.  

The Group is exposed to foreign exchange risk as a result of transactional foreign exchange exposures in its operating 
entities. Transactional foreign exchange exposures arise as a result of a position held in a currency other than the functional 
currency of the transacting entity. The Group seeks to minimise its exposure to this risk by converting foreign currency 
positions to the functional currency of the transacting entity as soon as practical.  

The Group is exposed to structural foreign exchange risk as a result of its net investment in overseas subsidiaries and 
branches. These investments are accounted for in the functional currencies of the individual entities and subsequently 
translated to the Group’s presentational currency (sterling). Foreign exchange differences arising on the translation of the 
foreign operations are recorded in the net exchange differences reserve through other comprehensive income and give rise 
to movements in the Group’s CET1 capital. The Group manages its exposure to this risk by returning surplus capital to the 
UK as soon as practical. 

The Wealth Management Executive Committee monitors and manages market risk, primarily interest rate risk in the 
banking book, in the Group’s banking businesses. This process includes monitoring the sensitivity of the balance sheet to 
movements in yield curves and assessing any mismatch between interest rate sensitive assets and liabilities. 

Market risk measurement 

The Group calculates its own funds requirement for market risk in accordance with Part 3, Title IV of the UKCRR. In 
determining its Pillar 1 capital requirement, the Group is required to consider whether its exposure to market risk arises 
from trading or non-trading activities. The Group does not generally hold positions with trading intent. Financial 
instruments that make up the Group’s investment capital and seed capital portfolios are considered to be non-trading as 
they are not managed on a short-term basis and the positions are not bought in order to benefit from actual or expected 
short term price differences. 

Consequently, the Group’s trading book is small and therefore, as noted in the credit risk section above, the Group applies 
the derogation allowed under article 94 of the UKCRR to include exposures arising from the Group’s limited trading activities 
in the Group’s credit risk exposure.  

Therefore, the Group’s capital requirement for market risk is calculated based on the Group’s exposure to foreign exchange 
risk. The Group applies the standardised rules to determine this capital requirement. 

Foreign exchange position risk measurement 

In accordance with Part 3, Title IV, Chapter 3 of the UKCRR, all assets and all liabilities, plus all forward positions, are 
considered in the calculation of the net short or long position in each currency for each entity within the Group. Those 
positions are then summed separately to form the total of the net short positions and the total of the net long positions. The 
higher of those two totals is then multiplied by 8% to calculate the capital requirement. The Group’s capital requirement is 
the sum of the entities’ capital requirements.  
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Table 9: Total consolidated market risk capital requirement of the Group under Pillar 1 

£m 
2021 
RWA 

2021 
Capital Req’t 

2020 
RWA 

2020 
Capital Req’t 

Market risk     

In respect of foreign exchange 722.3 57.8 689.7 55.2 

Total market risk capital requirement 722.3 57.8 689.7 55.2 

 

Operational risk 

Overview 

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and systems or from 
external events. It includes legal, regulatory, tax, technology, information security, and fraud risks, and is inherent in all 
activities and processes.  

Operational risk management 

Line management is responsible for operational risk controls throughout the Group’s business, including communicating 
controls through documented policies, procedures and standards, and for promoting and overseeing high standards of 
conduct in accordance with the Group’s Guiding Principles (and Values) and Conduct framework. 

Risk and Control Assessments (RCAs) are required to be completed by each business area at least annually and when 
significant changes occur. The RCAs set out key risks and the controls and supervision practices that have been 
implemented by management. Group Risk oversees the completion of RCAs, as well as providing challenge of the contents 
alongside other second line functions, and reports to the Group Risk Committee (GRC) on key findings including high risk 
areas for which risk mitigation plans are required. Other elements of the framework include risk event management and 
escalation, internal control reports and third party risk assessments. 

Operational risk measurement 

Schroders has adopted the standardised approach to calculating the Pillar 1 capital requirement for operational risk in 
accordance with Part 3, Title III, Chapter 3 of the UKCRR. Under the standardised approach, institutions calculate an average 
relevant indicator over the past three years. The Group’s relevant indicator is revenue categorised by business line, each with a 
relevant beta factor ranging from 12% to 15%. The operational risk capital requirement is calculated by multiplying average 
revenues by the relevant beta factor and summing across the business lines. 

 

Table 10: Total consolidated operational risk capital requirement of the Group under Pillar 1 

£m 
2021 
RWA 

2021 
Capital Req’t 

2020 
RWA 

2020 
Capital Req’t 

Operational risk     

Calculated in accordance with the standardised approach 4,305.7 344.5 4,047.2 323.8 

Total operational risk capital requirement 4,305.7 344.5 4,047.2 323.8 

Table 11: Calculation of the relevant indicator and own funds requirement 

Relevant indicator elements  

2021 2020 

Risk Weighted 
Assets  

£m 

Capital  
required 

£m 

Risk Weighted 
Assets  

£m 

Capital  
required 

£m 

Commercial banking 23.1 1.9 22.1 1.8 

Retail banking 15.1 1.2 19.5 1.6 

Agency services 6.6 0.5 5.5 0.4 

Asset management 4,260.9 340.9 4,000.1 320.0 

At 31 December 4,305.7 344.5 4,047.2 323.8 
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Other risks  

Non trading book exposures in equities 

An overview of the accounting techniques and valuation methodologies used, as required by article 447 of the UKCRR, is 
included in note 9, Financial Assets, within the Annual Report and Accounts.  

Pension obligation risk 

Pension obligation risk (POR) is the risk to a firm caused by its contractual or other liabilities to or with respect to a pension 
scheme. The risk of deficit in the defined benefit section of the of the Schroders Retirement Benefit Scheme (the Scheme), 
which was closed to future benefits accrual on 30 April 2011, is assessed through the use of stress tests which consider the 
impact of possible alternative assumptions on the valuation of the Scheme liabilities as well as stresses on asset values. 
Stress tests are performed in line with the PRA’s guidelines. The Group was not required to hold capital for pension 
obligation risk as at 31 December 2021.  

Further information about the Group’s pension plan can be found under note 25 of the Annual Report and Accounts. 

Credit Valuation Adjustment 

UKCRD IV introduced a regulatory capital charge to cover credit valuation adjustment (CVA) risk, the risk of adverse 
movements in the credit valuation adjustments taken for expected credit losses on derivative transactions. The 
standardised approach has been applied to calculate the CVA. 

Table 12: Total consolidated CVA capital requirement of the Group under Pillar 1 

£m 
2021 
RWA 

2021 
Capital Req’t 

2020 
RWA 

2020 
Capital Req’t 

Credit valuation adjustment     

Calculated in accordance with the standardised approach 4.4 0.4 8.5 0.7 

Total credit valuation capital requirement 4.4 0.4 8.5 0.7 

Liquidity risk 

Liquidity risk is the risk that the Group cannot meet its obligations as they fall due or can only do so at a cost. The Group has 
a clearly defined liquidity risk management framework in place in the form of a Consolidated Group ILAAP. The Group policy 
is that its subsidiaries should trade solvently, comply with regulatory liquidity requirements and have access to adequate 
liquidity for all activities undertaken in the normal course of business. As part of its ILAAP, the Group performs stress testing 
to confirm that sufficient liquidity is available to cover severe but plausible stress events. 

Interest rate risk 

Interest rate risk is the risk that the fair value or future cash flows of financial instruments will fluctuate because of changes 
in market interest rates. Further information on how interest rate risk is managed can be found in note 20 of the Annual 
Report and Accounts 

 

Remuneration disclosures 

The following disclosures explain how Schroders has complied with the regulatory requirements under the UK 
implementation of the UKCRD, in particular articles 92 to 95.  

These disclosures should be read in conjunction with the Remuneration report on pages 77 to 97 of the Annual Report and 
Accounts, which provides further information on the activities of our Remuneration Committee and our remuneration 
principles and policies.  

Details of the UK Remuneration Codes can be found at www.fca.org.uk and information on the Remuneration Part of the 
PRA Rulebook can be found at www.prarulebook.co.uk. 

Decision-making process for determining the remuneration policy  

Schroders has an established Remuneration Committee consisting of independent non-executive Directors of Schroders plc. 
The Committee met seven times during 2021. Their responsibilities include recommending to the Board the Group’s policy 
on Directors’ remuneration, overseeing the remuneration governance framework and ensuring that remuneration 
arrangements are consistent with effective risk management. The Committee determines the remuneration for the 
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executive Directors, other members of the GMC and the Group Company Secretary, monitors and reviews remuneration for 
the control function heads and other Material Risk Takers (MRTs), and also provides oversight of the compensation review 
outcomes for employees more broadly. The Committee determines Directors’ remuneration in the context of remuneration 
across the Group, including financial performance, the total compensation ratio and the remuneration outcomes for the 
wider workforce. To avoid conflicts of interest, no Director or employee participates in decisions determining their own 
remuneration. 

The Chairman of the Audit and Risk Committee serves on the Remuneration Committee, to ensure the Remuneration 
Committee is adequately informed of risks facing the Group and the management of those risks. The Committee’s Terms of 
Reference was last updated in May 2021 to reflect control function input into the Committee’s decision-making process, as 
well as the Committee’s focus on diversity when considering remuneration strategies and the requirement for 
remuneration policies to be gender neutral. The Committee received advice from PricewaterhouseCoopers LLP and 
McLagan (AON) Limited during the year. The Committee assesses the performance of its external advisers annually, to 
ensure that the advice provided is independent of any services provided to management. The role and activities of the 
Committee and their use of advisers are further detailed in the Remuneration report and the Committee’s Terms of 
Reference (both of which are available on the Group’s website).  

The Remuneration Committee developed the Group’s remuneration policy with a number of principles in mind. These 
principles and their application within the remuneration policy are reviewed annually by the Committee. The overall policy is 
designed to promote the long-term success of the Group. It is: 

– Aligned with clients: A significant proportion of variable remuneration is granted as fund awards, which are notional 
investments in funds managed by the Group, thereby aligning the interests of employees and clients. This includes the 
executive Directors, other members of the GMC and other key employees such as senior fund managers.  

– Aligned with shareholders: A significant proportion of variable remuneration is granted in the form of deferred 
awards over Schroders’ shares, thereby aligning the interests of employees and shareholders. In addition, the 
executive Directors of Schroders plc and other members of the GMC are required, over time, to acquire and retain a 
minimum holding of Schroders’ shares or rights to shares. For the Group Chief Executive the minimum level is 500% of 
salary and for the Chief Financial Officer it is 300% of annual base salary. On stepping down, the executive Directors 
are required to maintain the level of shareholding required while they were an executive Director for a period of two 
years. 

– Aligned with financial performance: Total variable compensation is managed as a percentage of pre-bonus profit 
before tax and exceptional items. The Group targets a 65% ratio of total costs to net income through the market cycle. 
Within that, the total spend on remuneration is managed as a percentage of net income, the total compensation ratio. 
These ratios are determined by the Committee and recommended to the Board. This approach aligns remuneration 
with financial performance. 

– Competitive: Employees receive a competitive remuneration package, which is reviewed annually and benchmarked 
by reference to the external market. This allows the Group to attract and retain the best talent, who know that good 
performance will be rewarded. 

– Designed to encourage retention: Deferred variable remuneration does not give rise to any immediate entitlement. 
Awards normally require the participant to be employed continuously by the Group until at least the third anniversary 
of the grant date in order to vest in full. In addition, certain employees are eligible to participate in carried interest-
sharing arrangements, which further enhance long-term retention and alignment to investment performance. 

The Remuneration Committee is satisfied that the Group’s remuneration approach is in line with regulatory requirements. 
Schroders is a Level 3 firm under the PRA Rulebook and FCA Remuneration Code proportionality regimes for CRD.  

Material risk taker criteria  

The Group’s MRTs under CRD are individuals in roles that can materially affect the risk of the Group. Subject to 
proportionality considerations, the list of individuals reviewed in determining those who are CRD MRTs includes: 

– Directors of Schroders plc and certain key operating subsidiaries;  

– Non-executive directors of Schroders plc and certain key operating subsidiaries; 

– Members of the Group Management Committee;  

– Employees in key control function roles;  

– Other employees who the Group deems may have a material impact on the firm’s risk profile through their 
professional activities; and 

– Employees who are remunerated at the same levels as senior management and material risk takers identified above, if 
their role has a material risk impact. 
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The Schroders CRD MRT population is determined in accordance with technical standards issued by the European Banking 
Authority with respect to qualitative and appropriate quantitative criteria to identify categories of staff whose professional 
activities have a material impact on an institution’s risk profile. In determining whether or not someone who meets the 
quantitative criteria in the technical standard should be included as a CRD MRT, the professional activities of the role were 
assessed for their impact on the ICAAP risks as identified by the Group. Control frameworks and relevant committee terms 
of reference were also taken into account. The identification framework was reviewed by the Heads of Control Functions in 
2021 and their input reflected as appropriate. 

Link between pay and performance 

Employee remuneration, including for CRD MRTs, is comprised of fixed pay and variable performance-related pay. The 
Remuneration Committee reviews individual fixed pay and variable performance-related pay decisions for all employees 
deemed to be CRD MRTs. 

Fixed pay is principally comprised of salaries or fees. All MRTs receive either a salary (for employees) or fees (for non-
executive Directors) that reflects a market competitive rate of pay, taking account of the employee’s role and 
responsibilities, skills and experience and ongoing contribution. Fixed pay also includes appropriate benefits in kind to help 
recruit and retain talent, reflect local market practice and support employee health and wellbeing. Cash allowances are 
sometimes paid, typically after a benefit was phased out so cash in lieu was offered to existing employees in exchange. 
Retirement benefits are also provided to help recruit and retain talent, reflect local market practice and enable and 
encourage provision for retirement. 

Variable performance-related pay is principally comprised of annual bonus awards, which aim to motivate employees to 
achieve financial, non-financial and personal objectives for the financial year, which are consistent with the Group’s strategy 
and help to reward talent for their individual contribution. Non-executive directors do not receive variable performance-
related pay. The overall size of the annual pool for variable performance-related pay is a material component of the Group’s 
total remuneration expense. It is set by the Board and the Remuneration Committee by reference to the total compensation 
ratio, which is reported to shareholders. This ensures that the aggregate spend on variable performance-related pay is 
directly linked to the Group’s performance. 

MRTs who are permanent employees are eligible to be considered for an annual bonus award each year. At Schroders, our 
remuneration policies require that we assess performance when determining remuneration recommendations for 
individuals. Bonuses for all employees take account of overall Group, team and individual performance against agreed 
objectives. In this context, performance typically includes financial and non-financial measures. Financial metrics include 
trends in profit and cost-control, client investment performance, and net new business. Non-financial performance metrics, 
including adherence to effective risk management and behaviours aligned to Schroders’ values form a significant part of the 
performance assessment that is considered in determining the individual’s bonus award. During the annual performance 
appraisal, line managers assess each employee’s behaviours to identify those whose behaviour exemplifies Schroders 
values – Excellence, Integrity, Innovation, Passion and Teamwork – as well as any employees whose behaviour and conduct 
falls short of the standards that the firm expects.  

For our investment teams, a key factor in the assessment of performance is the investment performance of the relevant 
investment desk, which is assessed over 1, 3 and 5-year periods. Schroders has integrated the assessment of sustainability 
factors and risk across our managed assets. This means that when we assess the performance of our investment desks we 
do so having regard to investment performance that is in part derived from ESG-integrated investment processes. ESG 
integration, coupled with investment performance measured over at least a 5-year period, means that the consideration 
and management of sustainability factors and risks are a component of our remuneration decisions for our investment 
teams. 

The Chief Risk Officer, Global Head of Compliance, Group Head of Internal Audit and the General Counsel  provide input to 
Senior Management and the Remuneration Committee on issues that should be taken into consideration in setting the 
bonus pool or reviewing individual remuneration outcomes. This provides a further opportunity to reflect attitudes to risk 
and compliance and behaviours in line with our values in the determination and allocation of the bonus pool and in 
individual employee performance appraisals and remuneration outcomes. The Group believes that a discretionary incentive 
approach is preferable to the use of formulaic arrangements, to ensure that good conduct and behaviours in line with our 
values are rewarded, to avoid reinforcing or creating conflicts of interest and to encourage a one-team attitude. MRTs are 
subject to enhanced control function oversight of their activities and direct oversight of their remuneration by the 
Remuneration Committee. 

Deferral of incentive awards is a key mechanism to retain talent, primarily through the use of bonus deferrals.  

– CRD MRTs who have also been identified as MRTs under the Undertaking for Collective Investment in Transferable 
Securities (UCITS) or Alternative Investment Fund Managers (AIFM) Directives are subject to the UCITS / AIF MRT 
remuneration policy. This sees 40%-60% of variable remuneration for each UCITS / AIF MRT being deferred. At least 
50% of variable remuneration is delivered as fund awards, applying equally to both the deferred element and the 
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upfront element (i.e. the element that is not deferred). Upfront fund awards are subject to a six month retention 
period and deferred fund awards to an additional six months deferral period, so they vest over a period of 3.5 years.  

– Deferred annual bonus awards for UCITS / AIF MRTs are granted under the Deferred Bonus (Regulatory) structure 
under the Deferred Award Plan (DAP). This structure aligns the interests of UCITS / AIF MRTs with those of clients and 
shareholders, provides an incentive for the employee to stay at Schroders and makes it more expensive for 
competitors to recruit talent from Schroders. Share awards are conditional rights to acquire shares in the Group at nil 
cost and vest over three years. Fund awards are conditional rights to receive a cash sum based on the value of a 
notional investment in a range of Schroders investment products and vest over 3.5 years. The pay-outs from fund 
awards are directly determined by the Group’s performance in managing funds for our clients. In 2021, deferrals were 
generally delivered equally between share awards and fund awards, subject to a minimum fund award of £10,000.  

– For employees who are not UCITS / AIF MRTs, deferred annual bonus awards are granted under the Deferred Bonus 
(Standard) Award structure. This structure works in a similar way to the Deferred Bonus (Regulatory) structure but is 
slightly simplified, as these roles are not subject to the remuneration requirements of the UCITS or AIFM Directives. 

– The Excellence Incentive Programme (EIP) is an additional deferred remuneration tool, used to recognise sustainable 
performance and potential, and to increase the alignment of employee interests with the interests of shareholders and 
clients. EIP awards operate in a similar way to the Deferred Bonus (Standard) awards but vest after five years. 

– In March 2021, executive Directors of Schroders plc were eligible to be considered for an award under the Long Term 
Incentive Plan (LTIP), which is comprised of deferred awards of Schroders’ shares that vest after four years to the 
extent that performance conditions are achieved.  

In addition to providing retention incentives, a primary purpose of our deferred awards is to support our performance 
culture where employees recognise the importance of sustainable performance, at the Group, business and individual levels 
and their responsibilities in delivering value for clients and shareholders over the longer-term.  

Under malus terms, deferred remuneration awards may be reduced or lapsed, at the Committee’s discretion. Under 
clawback terms, amounts paid or released from such awards may be recovered for a period of 12 months from the date of 
payment or release, at the Committee’s discretion. These terms can be used to risk-adjust deferred remuneration awards in 
a range of circumstances, set out in the Group’s malus and clawback policy. The potential malus and clawback triggers were 
designed around the requirements of the UCITS and AIFM Directives and the ESMA Guidelines on remuneration under 
those directives. The circumstances in which malus and clawback might be triggered include:  

– Fraud, misbehaviour or misconduct by the Participant; 

– Serious error by the Participant as a result of the Participant’s negligent conduct or omission; 

– A significant failure of risk management for which the Participant has significant responsibility; 

– The Participant failed to meet appropriate standards of fitness or propriety; 

– Corporate failure or a significant downturn in financial performance to which the participant’s negligent conduct has 
significantly contributed; 

– A material financial misstatement for which the Participant has significant responsibility or which has led to a greater 
portion of an award being released to the Participant than would otherwise have been the case; 

– Receipt of a reduction notice for a buyout award; 

– Vesting or settlement based on erroneous or misleading data; and 

– A regulatory sanction or serious reputational damage where the conduct or omission of the Participant significantly 
contributed to the sanction. 

Employees including CRD MRTs are not allowed to enter into hedging arrangements that undermine the intended 
performance alignment of deferred awards. 

Further details of our remuneration policy, our deferred remuneration arrangements and LTIP performance conditions are 
provided in the Remuneration report. 

Quantitative remuneration disclosures 

235 individuals have been identified as MRTs under the Capital Requirements Directive (2020: 363), of which 73 are classified 
as Senior Management (2020: 69). The decrease in the number of MRTs compared to last year reflects changes in committee 
memberships, management structure and reporting lines. There has also been a higher number of leavers than new hires 
within this population. 
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Table 13: Total remuneration expenditure for Material Risk Takers split by function and business area 

 Management body remuneration Business areas   

 

MB 
Supervisory 
function 

MB 
Management 
function 

Total MB 
Asset 
management 

Corporate 
functions 

Independent 
internal 
control 
functions 

All other Total  

Total number of staff:                 235 
  Of which: members of 
the MB  20 2 22           
  Of which: other senior 
management       20 12 9 10   

  Of which: other MRTs       113  18 9 22   

Total remuneration 1,849 12,490 14,339 173,201 17,960 7,063 17,826   
  Of which: variable 
remuneration  - 11,507 11,507 139,269 11,348 3,523 10,715   
  Of which: variable 
remuneration of MRTs 1,849 983 2,832 33,932 6,612 3,540 7,111   

 
The remuneration disclosed above includes: 

– Non-executive Director fees for the year; 

– Annual base salaries as at 31 December for the year (or at termination date for leavers); 

– Cash bonus awards in respect of the relevant performance year; 

– Deferred bonus awards in respect of the relevant performance year, based on the face value at the date of grant;  

– Other deferred remuneration awards in the year in which they were granted, based on the face value at grant except 
for LTIP awards, which are subject to performance conditions that can result in the portion of the award that is 
ultimately released ranging from 0% to 100% and so the figures above assume 50% vesting; 

– The grant date value of any allocations of an entitlement to receive a share in any carried interest earned on certain 
investment vehicles; and 

– Any other awards for new hires and any bonus payments made to leavers. 

In addition, MRTs other than non-executive Directors are normally eligible to receive employee benefits, such as private 
health care and pension, on the same basis as other employees. One of the non-executive Directors of Schroders plc also 
receives private health care and medical benefits, the value of which is included in the disclosures above. 
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Table 14: Own funds 

 Common Equity Tier 1 (CET1) capital: Instruments and reserves 2021 
£m 

2020 
£m 

Regulation 
(EU) No 

575/2013 
Article 

Reference 

1 Capital instruments and the related share premium accounts   406.6 406.7 26(1), 27, 
28, 29 

2 Retained earnings  3,589.2 3,332.6 26(1)(c) 

3 Accumulated other comprehensive income (and other reserves)  195.5 197.7 26(1) 

6 Common Equity Tier 1 (CET1) capital before regulatory adjustments  4,191.3 3,937.0  

 Common Equity Tier 1 (CET1) capital: regulatory adjustments    

7 Additional value adjustments  (2.1) (2.1) 34,105 

8 Intangible assets (net of related tax liability)   (1,228.6) (1,286.7) 36(1)(b), 37 

15 Defined-benefit pension fund assets  (148.5) (137.1) 36(1)(e), 41 

16 Direct and indirect holdings by an institution of own CET1 instruments  (150.2) (159.8) 36(1)(f), 42 

28 Total regulatory adjustments to Common Equity Tier 1 (CET1)  (1,529.4) (1,585.7)  

29 Common Equity Tier 1 Capital after regulatory adjustments  2,661.9 2,351.3  

45 Tier 1 Capital (T1 = CET1 + AT1) after regulatory adjustments  2,661.9 2,351.3  

59 Total Capital after regulatory adjustments  2,661.9 2,351.3  

60 Total risk weighted assets  9,612.0 8,957.6  

 Capital ratios and buffers     

61 Common Equity Tier 1 (as a percentage of total risk exposure)  27.7% 26.2% 92(2)(a) 

62 Tier 1 (as a percentage of total risk exposure amount)  27.7% 26.2% 92(2)(b) 

63 Total capital (as a percentage of total risk exposure amount)  27.7% 26.2% 92(2)(c) 

64 

Institution specific buffer requirement (CET1 requirement in accordance 
with article 92(1)(a) plus capital conservation and countercyclical buffer 
requirements, plus systematic risk buffer, plus systemically important 
institution buffer expressed as a percentage of risk exposure amount) 

 7.17% 7.09% 
CRD 128, 
129, 130, 
131, 133 

65 Of which: capital conservation buffer requirement  2.50% 2.50%  

66 Of which: countercyclical buffer requirement  0.17% 0.09%  

68 
Common Equity Tier 1 available to meet buffers  
(as a percentage of risk exposure amount)  19.7% 18.2% CRD 128 

 Amounts below the thresholds for deduction (before risk weighting)     

72 
Direct and indirect holdings of the capital of financial sector entities where the 
institution does not have a significant investment in those entities (amount 
below 10% threshold and net of eligible short positions) 

 55.7 55.7 

36(1)(h), 46, 
45, 56(c), 

59, 60, 
66(c), 69, 

70 

73 
Direct and indirect holdings by the institution of the CET1 instruments of 
financial sector entities where the institution has a significant investment in 
those entities (amount below 10% threshold and net of eligible short positions) 

 80.1 68.4 36(1)(i),  
45, 48 

75 
Deferred tax assets arising from temporary differences (amount below  
10% threshold, net of related tax liability where the conditions in article  
38(3) are met) 

 148.9 76.6 
36(1)(c),  

38, 48 
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Table 15: Summary reconciliation of accounting assets and leverage ratio exposures 

  
2021 

£m 
2020 

£m 

1 Total assets as per published financial statements 24,341.7 21,673.1 

2 
Adjustment for entities which are consolidated for accounting purposes but are outside 
the scope of regulatory consolidation (14,210.9) (12,308.5) 

4 Adjustments for derivative financial instruments 26.3 25.3 

6 
Adjustment for off-balance sheet items (i.e. conversion to credit equivalent amounts of 
off-balance sheet exposures) 118.4 112.8 

7 Other adjustments (1,379.7) (1,423.9) 

8 Leverage ratio total exposure measure 8,895.8 8,078.8 

Table 16: Leverage ratio common disclosure 

  2021 
£m 

2020 
£m 

 On-balance sheet exposures (excluding derivatives and SFTs)   

1 
On-balance sheet items (excluding derivatives, SFTs and fiduciary assets, but  
including collateral) 9,578.0 8,504.6 

2 Asset amounts deducted in determining Tier 1 capital (1,379.7) (1,423.9) 

3 
Total on-balance sheet exposures (excluding derivatives, SFTs and fiduciary assets)  
(sum of lines 1 and 2) 8,198.3 7,080.7 

 Derivative exposures   

4 
Replacement cost associated with all derivatives transactions (i.e. net of eligible cash  
variation margin) 17.4 31.3 

5 Add-on amounts for PFE associated with all derivatives transactions (mark-to-market method) 26.3 25.3 

11 Total derivatives exposures (sum of lines 4 to 10)  43.7 56.6 

 SFT exposures 

12 
Gross SFT assets (with no recognition of netting), after adjusting for sales accounting 
transactions 535.4 828.7 

16 Total securities financing transaction exposures (sum lines 12 to 15a) 535.4 828.7 

 Other off-balance sheet exposures 

17 Off-balance sheet exposures at gross notional amount 118.4 112.8 

19 Other off-balance sheet exposures (sum of lines 17 and 18) 118.4 112.8 

 Capital and total exposure measure 

20 Tier 1 capital 2,661.9 2,351.3 

21 Leverage ratio total exposure measure (sum of lines 3, 11, 16, 19, EU-19a and EU-19b) 8,895.8 8,078.8 

 Leverage ratio 

22 Leverage ratio 29.9% 29.1% 
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Table 17: Breakdown of on-balance sheet exposures (excluding derivatives, SFTs and exempted exposures) 

  2021 
£m 

2020 
£m 

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

8,198.3 7,080.7 

EU-3 Banking book exposures, of which: 8,198.3 7,080.7 

EU-5 Exposures treated as sovereigns 2,251.0 1,959.9 

EU-7 Institutions 2,039.4 1,302.7 

EU-8 Secured by mortgages of immovable properties 180.4 160.5 

EU-9 Retail exposures 97.8 83.9 

EU-10 Corporate 791.5 903.3 

EU-12 Other exposures (e.g. equity) 2,838.2 2,670.4 
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Table 18: Exposure value by geographical areas and exposure classes (£m) 

 

Net value (£m) 

Total 

U
ni
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d 
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m

 

Sw
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Fr
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ce
 

Si
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Ja
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n 

H
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g 
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ng
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a 

O
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Central governments or central banks 2,018.5 87.8 81.6 - - 9.3 - - - - 2,197.2 

Regional governments or local authorities - 20.2 - - - - - - - - 20.2 

Multilateral development banks - - - - - - - - - 108.6 108.6 

Institutions 885.7 317.7 72.2 47.2 77.6 81.8 182.2 72.9 105.8 237.0 2,080.1 

Corporates 249.5 25.1 100.2 247.5 9.0 13.6 0.2 32.0 62.0 89.1 828.2 

Retail 83.6 3.9 0.1 0.1 0.3 0.8 - 0.5 - 21.4 110.7 

Secured by mortgages on immovable 
property 139.8 - - - - - - 2.9 - 47.8 190.5 

Exposures in default - - - - - - - - - - - 

Items associated with particular high risk 23.1 47.5 0.3 5.8 19.1 - - - - 13.0 108.8 

Covered bonds 75.3 - - - - - - - - - 75.3 

CIUs 164.9 - 39.6 774.1 - - 6.6 16.7 97.0 57.8 1,156.7 

Equity 32.1 0.2 0.6 - - - 0.1 0.1 - 0.4 33.5 

Other items 923.9 70.0 106.9 69.4 10.2 51.0 25.3 24.0 19.0 96.3 1,396.0 

Total 4,596.4 572.4 401.5 1,144.1 116.2 156.5 214.4 149.1 283.8 671.4 8,305.8 

Table 19: Net exposures by residual maturity and exposure classes (£m) 

 Net value (£m) 
Total 

 On demand  <= 1 year 
> 1 year  

<= 5 years  
> 5 years  No stated 

maturity  

Central governments or central banks 2,062.9  134.3 - - - 2,197.2 

Regional governments or local authorities - 20.2 - - - 20.2 

Multilateral development banks - 25.0 83.6 - - 108.6 

Institutions 1,896.0 164.1 20.0 - - 2,080.1 

Corporates - 603.1 74.9 150.3 - 828.3 

Retail - 66.8 43.9 - - 110.7 

Secured by mortgages on immovable property - 33.1 157.4 - - 190.5 

Exposures in default     - - 

Items associated with particular high risk - 108.8 - - - 108.8 

Covered bonds - 14.1 61.2 - - 75.3 

CIUs - 1,156.7 - - - 1,156.7 

Equity - - - - 33.5 33.5 

Other items - 176.2 121.8 37.5 1,060.4 1,395.9 

Total 3,958.9 2,502.4 562.8 187.8 1,093.9 8,305.8 
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Important information: This document is intended to be for 
information purposes only and it is not intended as promotional 
material in any respect. The material is not intended as an  
offer or solicitation for the purchase or sale of any financial 
instrument. The material is not intended to provide, and  
should not be relied on for, accounting, legal or tax advice, or 
investment recommendations. Information herein is believed to 
be reliable but Schroders does not warrant its completeness or 
accuracy. No responsibility can be accepted for errors of fact  

 or opinion. Reliance should not be placed on the views and 
information in the document where taking individual investment 
and/or strategic decisions. Past performance is not a reliable 
indicator of future results, prices of shares and income from 
them may fall as well as rise and investors may not get back the 
amount originally invested. Schroders has expressed its own 
views in this document and these may change. For your security, 
communications may be taped or monitored.  

 


