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1 Introduction 

1.1 Overview 

The purpose of this document is to meet regulatory disclosure requirements, based on the revised 
Basel banking framework, known as “Basel III”. At the European Union (EU) level, the disclosure 
framework covers the Basel III requirements, and includes additional components as laid down by 
Directive (EU) 2019/878 (CRD V), Regulation (EU) No. 575/2013 (Capital Requirements Regulation, 
CRR), and Regulation (EU) No. 876/2019 (Capital Requirements Regulation 2, CRR 2).  

Northern Trust Global Services SE, referred to as “NTGS”, “NTGS SE” or “the Bank”, is a directly fully 
owned subsidiary of Northern Trust Holdings Limited (NTHL), incorporated in the United Kingdom. 
NTHL is a financial holding company as defined in Art.4 (1.20) of CRR2.  

Together with NTGS, NTHL formed a financial holding group until 31 December 2020, when the Brexit 
transitional period formally expired. Starting 1 January 2021, NTHL is considered a third country parent 
undertaking. As a result, NTGS and NTHL are not under the scope of prudential consolidation as at 31 
December 2021. 

Contact details of the Bank are available in Annex C. 

1.2 Scope of application 

Northern Trust Global Services SE 

Northern Trust Global Services SE (formerly Northern Trust Global Services Limited) was incorporated 
in the United Kingdom on 11 June 2003. On 1 March 2019, the Bank transferred its registered office 
from the UK to Luxembourg and became a Luxembourg based credit institution at that point. The Bank 
is now organised under the Laws of Luxembourg as a "Public limited liability company" for an unlimited 
period. The registered office of the Bank is established in Luxembourg, at 10 rue du Château d’Eau, L-
3364 Leudelange. 

NTGS is authorised by the European Central Bank (ECB) to conduct banking activities directly 
supervised by the ‘Commission de Surveillance du Secteur Financier’ (CSSF), indirectly supervised by 
the ECB and regulated by the European Banking Authority (EBA). NTGS is wholly owned by Northern 
Trust Holdings Limited (NTHL), a UK incorporated company and itself a wholly owned subsidiary of 
The Northern Trust Company (TNTC), a US banking institution.  Northern Trust Corporation (NTC), a 
financial holding company based in Chicago is the ultimate parent of TNTC and its subsidiaries.   

NTGS was established to provide custody and other banking services to clients which are domiciled in 
the European Economic Area, as well as fund administration services to regulated fund structures. 
NTHL’s sole activity is to act as a holding company for NTGS.   

NTGS operates branches in the UK, the Netherlands, Sweden, Norway, Switzerland and Abu Dhabi.  

The annual accounts of NTGS are prepared in compliance with laws and regulations of the Grand 
Duchy of Luxembourg under the historical cost principle and on the basis of accounting principles 
generally accepted in the banking sector in the Grand Duchy of Luxembourg (Luxembourg Generally 
Accepted Accounting Principles, referred to as Luxembourg GAAP). 

On 28 May 2021 the Board of Directors approved the merger of the Bank with its former subsidiary, 
Northern Trust Switzerland AG, and the establishment of the new branch in Switzerland (effective 
from 15 June 2021). The NTGS structure as at 31 December 2021 is shown below. 
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Figure 1 - NTGS Structure 

1.3 Regulatory framework 

The Capital Requirements Directive (CRD) came into effect on 1 January 2007 and implemented 
provisions of the Basel II Accord in the EU establishing consistent capital adequacy standards and an 
associated supervisory framework for banks and investments firms.  On 1 January 2014, the Capital 
Requirements Regulation (CRR) and the fourth iteration of the Directive (collectively known as “CRD 
IV”) implemented the Basel III Accord. From that date, Pillar 3 disclosure requirements are contained 
in Part Eight of the CRR, supplemented by various Implementing Technical Standards (ITS) and 
Regulatory Technical Standards (RTS). Under these requirements, NTGS must disclose specific 
quantitative and qualitative information on capital adequacy and risks. 

On 16 April 2019, the European Parliament (‘EP’) approved the final agreement on a package of 
reforms proposed by the European Commission (‘EC’) to strengthen the resilience and resolvability of 
European banks. The package of reforms comprises certain amendments to CRR and CRD IV commonly 
referred to as ‘CRR II’ and CRD V’. On 27 June 2019, the Banking Reform Package came into force, 
subject to various transitional and staged timetables. 

This disclosure document has been prepared in accordance with the CRR II and CRD V and contains 
disclosures for regulatory capital requirements, credit risk, including counterparty credit risk, 
operational risk, market risk, liquidity risk, non-financial risk and compliance risk. Furthermore, the 
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report discusses regulatory exposures and risk weighted assets. In order to comply with the CRR II 
disclosure requirements, this report uses the EBA templates published in the final ITS on public 
disclosures (Pillar III) in June 2020. 

Further disclosure guidance has been provided by the European Banking Authority (EBA) in its ‘Final 
Report on the Guidelines on Disclosure Requirements under Part Eight of Regulation (EU) No 
575/2013’ (herein referred to as the ‘EBA Guidelines 2016/11’). Finally, at Luxembourg level, the CSSF 
Circular 17/673 also defines the sections of the EBA Guidelines 2016/11 to which the Bank is subject. 

NTGS has undertaken the following to comply with the three pillars of Basel framework as it applies 
under the CRR: 

• Pillar 1: Minimum Capital Requirements provide the framework for calculating minimum 
capital requirements for credit, operational and market risk.  NTGS has adopted the 
standardised approach for calculating Pillar 1 credit and market risk capital requirements and 
the basic indicator approach for operational risk capital requirements; 

• Pillar 2: The Supervisory Review Process – addresses the need for assessing whether additional 
capital is required over and above Pillar 1 risk calculations in line with the firm’s risk profile.  
NTGS completes an internal capital adequacy assessment process (ICAAP) and an internal 
liquidity adequacy assessment process (ILAAP) focusing on maintaining sufficient capital and 
liquidity at least annually. Results are reviewed and approved by its Board of Directors and 
the ICAAP/ILAAP documentation is submitted to the CSSF for review; and  

• Pillar 3: Risk Disclosure and Market Discipline – requires qualitative and quantitative public 
disclosures regarding regulatory capital and risk management practices and process to 
promote transparency.  This Pillar 3 disclosures document provides information on NTGS’s risk 
management objectives and policies, its capital position, approach to assessing adequacy of 
its capital and exposure to key risks.   

1.4 Basis of disclosure 

NTGS conducts mainly asset servicing and fund administration activities, and other ancillary services.  

The Pillar 3 disclosures provided in this document are prepared based on the financial information for 
NTGS on a standalone basis as at 31 December 2021, in accordance with CRR II requirements.  The 
Pillar 3 disclosures were previously prepared on a Group basis until 31 December 2020, when the 
Brexit transitional period expired and consolidated supervision ceased. The disclosures are reported 
in Euro (€), NTGS’s reporting currency. NTGS’s ultimate group holding company Northern Trust 
Corporation (NTC) publishes quarterly Pillar 3 disclosures at a consolidated level on the Northern Trust 
website.  

In preparing this disclosure document, NTGS has taken into account CRR II requirements allowing firms 
to omit one or more disclosures if the relevant information is considered immaterial, or where it is 
regarded as proprietary or confidential. Materiality constitutes omission or misstatement of 
information likely to change or influence decisions of users relying on that information for making 
economic decisions.  

The Pillar 3 disclosures have been subject to NTGS’s internal governance process to ensure compliance 
with laws and regulations. The Board of Directors has assessed and approved the accuracy of the Pillar 
3 disclosures. This report has not been audited by NTGS’s external auditors and the disclosures 
provided herein are unaudited and do not constitute any form of financial statements and should not 
be relied upon in making investment decisions in relation to Northern Trust. 

Comparative figures are provided for the prior year for ease of comparison.  Table name references 
and row numbering in tables are as prescribed in the relevant EBA guidelines where applicable and 
where there is a value. 
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1.5 Disclosure policy and frequency of disclosure 

The Pillar 3 disclosures document is updated at least annually as at the year-end date of 31 December 
and published in the “Investor Relations” section of NTC’s website: Financial Information and 
Regulatory Disclosures | Northern Trust.  

To ensure adequate application of the disclosure requirements a Pillar 3 Disclosures Policy has been 
established, which is reviewed and adapted, where necessary, on a yearly basis. This Policy defines 
disclosure content, allocates responsibilities, and outlines processes. The NTGS Board of Directors is 
ultimately responsible for the application of the Pillar 3 Disclosures Policy for NTGS and must approve 
any material changes to the policy.  

In addition to the Pillar 3 report, information on the NTGS return on assets according to Article 38-4 
of the Luxembourg Banking Act (law of 5 April 1993 on the financial sector) is disclosed by NTGS under 
Note 6.13 in the notes to its annual accounts, which are published in the Luxembourg Trade and 
Companies Register (“Registre de Commerce et des Sociétés”). 

1.6 Impact of current events 

COVID-19 (SARS-COV-2) 

In response to the COVID-19 pandemic, the Bank and the Northern Trust Group continued to closely 
monitor their business practices, taking into account guidance from the Centers for the Disease 
Control and Prevention (“CDC”) and World Health Organization (“WHO”), regulators, governments 
and local public health departments. All alternate work scheduled and work-from-home (“WFH”) 
arrangements remained in place throughout 2021. The Bank continues to provide the level of service 
expected while also providing the necessary support for employees during this pandemic. 

Russia-Ukraine War 

In February 2022 a conflict between Russia and Ukraine has led to global governments imposing a 
range of sanctions on the Russian government, companies and individuals. While the financial 
sanctions and the overall geopolitical turmoil have impacted global financial markets, they have not 
had a direct financial impact on the Bank at this time.  

NTGS is closely following the events and adapting to market conditions, with certain actions being 
taken by Northern Trust to mitigate the operational impact and ensure compliance with the sanctions 
imposed in the EU and worldwide.  

The Bank remains well capitalized with a healthy liquidity profile. 
  

https://www.northerntrust.com/united-states/about-us/investor-relations/financial-information-regulatory-disclosures
https://www.northerntrust.com/united-states/about-us/investor-relations/financial-information-regulatory-disclosures
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2 Key metrics 

As outlined in Art. 433c (2) (e), and Art. 447 of (EU) No. 876/2019, Table 1 below discloses information 
on key metrics including own funds, risk-weighted exposures, capital ratios, leverage ratios, and 
liquidity coverage ratio. Additional information is disclosed in the following chapters. 

Template EU KM1 - Key metrics template (€000) 2021 2020 
   

Available own funds (amounts)   
Common Equity Tier 1 (CET1) capital  648,473 533,979 
Tier 1 capital  648,473 533,979 
Total capital  648,473 533,979 
Risk-weighted exposure amounts   
Total risk exposure amount 967,583 722,701 
Capital ratios (as a % of risk-weighted exposure amount) 
Common Equity Tier 1 ratio (%) 67.02% 73.89% 
Tier 1 ratio (%) 67.02% 73.89% 
Total capital ratio (%) 67.02% 73.89% 
Additional own funds requirements to address risks other than the risk of excessive leverage (as a % of RW exposure amount) 

Additional own funds requirements to address risks other than the risk of excessive leverage (%)  8.00% 8.00% 
     of which: to be made up of CET1 capital (percentage points) 4.50% 4.50% 
     of which: to be made up of Tier 1 capital (percentage points) 6.00% 6.00% 
Total SREP own funds requirements (%) 8.00% 8.00% 
Combined buffer and overall capital requirement (as a % of risk-weighted exposure amount) 

Capital conservation buffer (%) 2.50% 2.50% 
Conservation buffer due to macro-prudential or systemic risk identified at the level of a Member State (%) - - 
Institution specific countercyclical capital buffer (%) 0.11% 0.04% 
Systemic risk buffer (%) - - 
Global Systemically Important Institution buffer (%) - - 
Other Systemically Important Institution buffer (%) - - 
Combined buffer requirement (%) 2.61% 2.54% 
Overall capital requirements (%) 10.61% 10.54% 
CET1 available after meeting the total SREP own funds requirements (%) 59.02% 65.89% 
Leverage ratio 
Total exposure measure 7,594,542 6,818,551 
Leverage ratio (%) 8.54% 7.83% 
Additional own funds requirements to address the risk of excessive leverage (as a % of total exposure measure) 

Additional own funds requirements to address the risk of excessive leverage (%)  - - 
     of which: to be made up of CET1 capital (percentage points) - - 
Total SREP leverage ratio requirements (%) 3.00% - 
Leverage ratio buffer and overall leverage ratio requirement (as a % of total exposure measure) 

Leverage ratio buffer requirement (%) - - 
Overall leverage ratio requirement (%) 3.00% - 
Liquidity Coverage Ratio 

Total high-quality liquid assets (HQLA) (Weighted value -average) 5,786,445 6,023,840 
Cash outflows - Total weighted value  3,003,364 3,475,874 
Cash inflows - Total weighted value  1,252,132 502,596 
Total net cash outflows (adjusted value) 1,751,232 2,973,278 
Liquidity coverage ratio (%) 330.42% 202.60% 
Net Stable Funding Ratio 
Total available stable funding 3,228,184 - 
Total required stable funding 505,620 - 
NSFR ratio (%) 638.46% - 

Table 1 – Key Metrics (EU KM1) 
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3 Risk management 

3.1 Overview 

Risk management is the responsibility of the NTGS Board of Directors. In discharging this responsibility, 
the Board leverages the global and regional frameworks. Policies and procedures are validated and 
locally approved and the local risk organisation is structured to provide the Board with the necessary 
risk reporting and oversight to satisfy its responsibility. The NTGS Management Risk Committee (MRC) 
is the Authorised Management committee reviewing risk matters pertaining to NTGS on a monthly 
basis. The NTGS Board Risk Committee (BRC) is a specialised committee of the Board of Directors 
advising on risk matters, with quarterly occurrence at a minimum. The monthly EMEA Risk Committee 
(ERC) is the senior risk committee for all activities conducted within the EMEA region. 

NTGS’s Risk Appetite Statement reflects the expectation that risk is consciously considered as part of 
day-to-day activities and strategic decisions. The risks that NTGS considers in executing its strategy are 
defined in the “Risk Universe”, which provides structure to classify the inherent risks faced by the 
business.  

The risk universe represents the major risk categories and sub-categories to which Northern Trust may 
be exposed through its business activities. It includes a broader set of risk categories than those 
dictated by the Pillar 1 regulatory capital requirements (which are restricted to credit, operational and 
market risk). The risk universe is used to help determine risk exposures within NTGS that should be 
evaluated from a capital adequacy context and hence considered in this ICAAP. 

As part of the ongoing evolution of the Risk Management Framework, the risk categories (i.e. credit, 
market, liquidity, operational, strategic, compliance and fiduciary) and sub-categories are being 
augmented by “risk themes”. Risk themes are defined groupings that share common characteristics, 
focus on business outcomes and span across risk categories. 

The risk profile of NTGS is determined through a point in time assessment of inherent and residual 
risks across each of the six risk categories. NTGS actively measures and monitors its risk profile using 
tools including risk-specific stress testing and integrated scenario analysis to understand how changes 
in risk profile impact its capital position. The following risk types are included in NTGS’s capital 
adequacy assessment: 

• Credit, operational and market risk are included in the calculation of Pillar 1 (P1) regulatory 
capital requirements. Risk-specific testing is used to determine whether the Pillar 1 capital 
allocation is sufficient to cover those risks within NTGS. If the Pillar 1 capital allocation for a 
risk category is deemed insufficient then a Pillar 2 allocation (P2A) of capital will be considered 
to address the shortfall;  

• Concentration risk, as part of the credit risk, is a Pillar 2 add-on to Pillar 1; 
• Another Pillar 2 add-on is added for Operational Risk, which also includes Compliance risk and 

Fiduciary risk components. This Pillar 2 add-on is based both on back-ward looking and 
forward-looking considerations; 

• Finally, Pillar 2 capital allocations are also calculated for Interest Rate Risk in the Banking Book 
based on the supervisory Outlier Test, as described in the EBA’s “Guidelines on the 
management of interest rate risk arising from non-trading activities”1. A Pillar 1 capital 
requirement is not assessed for IRRBB; 

• Strategic risk (including strategy, business and reputation risk) is challenging to quantify for 
capital purposes, therefore, it is difficult to apply a measurable standard similar to regulatory 

 
1 See https://eba.europa.eu/eba-updates-guidelines-on-interest-rate-risk-arising-from-non-trading-activities; 
§4.5. & Annex III.  

https://eba.europa.eu/eba-updates-guidelines-on-interest-rate-risk-arising-from-non-trading-activities
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capital. These risk types are considered using relevant experience and expert judgement, in 
base case projections and integrated stress tests to estimate their potential impact on capital 
resource levels. The outcome of these stress tests is incorporated in the Pillar 2 (P2B) capital 
allocation;  

• For NTGS, liquidity effects are not anticipated to drive capital needs but any liquidity impacts 
are considered in its base case projections and integrated scenario analysis program.  

Northern Trust Global Services SE Governance Framework 

The following graphic illustrates the regional risk governance structure supporting NTGS. 

 
Figure 2 - NTGS Risk Governance Structure 

As part of the ongoing operation of the Risk Management Framework (RMF), NTGS employs a “three 
lines of defence” model. The responsibilities across the three lines of defence are fundamental to the 
design and implementation of the Framework, and taken together establish an appropriate operating 
model to control risk taking.   

The first line of defence is accountable and responsible for identifying, measuring, controlling and 
monitoring risks associated with its activities either individually or with the assistance of the second 
line of defence. The first line of defence is typically engaged in activities designed to generate revenue, 
reduce expense, provide operational support for delivery of products or services to clients, and 
provide technology services. 

The second line of defence is accountable and responsible for identifying, measuring, monitoring, and 
controlling risk in aggregate. Risk and compliance practice as independent functions separate and 
distinct from the business units and are considered NTGS’s second line of defence.  

The third line of defence is accountable and responsible for independently assessing the design and 
ongoing effectiveness of governance, risk management, and internal controls. Audit Services is an 
independent control function that assesses and validates controls within Northern Trust’s Enterprise 
Risk Management framework.  
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Northern Trust’s approach to Risk Appetite is based on three inter-related elements, designed to 
support consistent enterprise risk identification, management and reporting: a comprehensive risk 
inventory, a static taxonomy of risk categories and a dynamic taxonomy of risk themes. The Risk 
Inventory is a detailed register of the risks inherently faced by Northern Trust. 

For capital purposes, Northern Trust considers risk categories (credit, market, liquidity, operational, 
strategic, fiduciary and compliance).  

The following sections outline NTGS’s key sources of risk as identified in Part Eight of CRR, the 
strategies and processes used to manage those risks and other key risks from the Northern Risk 
Universe faced by NTGS. 

3.2 Operational risk 

Operational risk is the risk of loss from inadequate or failed internal processes, people and systems or 
from external events. Operational risk reflects the potential that inadequate information systems, 
operating problems, product design and delivery difficulties, or catastrophes will result in unexpected 
losses. 

At a Northern Trust Group level, the risk universe includes seven operational risk sub-categories (with 
cyber-risk being integral to considerations of each) inherited from the Basel framework: 

• Internal fraud — risk of loss resulting from the intent to defraud, misappropriate property or 
circumvent regulations, laws or policies. Excludes risk of credit-related fraud; 

• External fraud — risk of loss resulting from the intent to defraud, misappropriate property 
(including identity theft) or circumvent regulations, laws or policies by a third party (non-
employees).  Excludes risk of credit-related fraud; 

• Employment practices and workplace safety — risk of loss from an act inconsistent with 
employment, health or safety laws or agreements, personal injury claims or from 
diversity/discrimination events; 

• Clients, products and business practices — risk of loss from unintentional or negligent failure 
to meet a professional obligation to specific clients (including fiduciary and suitability 
requirements) or from the nature or design of a product; 

• Damage to physical assets — risk of loss resulting from damage to physical assets such as a 
natural disaster or terrorism; 

• Business disruption and system failures — risk of loss arising from disruption of business or 
system failures including foreign operations risk; 

• Execution, delivery and process management — risk of loss from failed transaction processing, 
process management or relations with counterparties and vendors. Includes potential loss 
associated with use of models in business decisions. 

For NTGS, operational risk typically arises when transaction activity is not executed, settled or 
recorded on an accurate or timely basis, or where there has been a breach of contractual 
commitments with clients. The root cause may be individual process failures, external events, system 
failures or business disruption. 

NTGS activities range from trade execution, transaction processing, asset servicing and depositary 
oversight through to fund valuation and client reporting. Consequently, business unit management 
and the Board of Directors have a key focus on the management of operational risk. These business 
activities are supported by a global operating model utilizing a Northern Trust-built and supported 
technology platform, supplemented by third party vended applications.  

The Operational Risk Framework documents a series of programs/procedures to identify, classify and 
manage events subject to operational risk. These include: 



Pillar 3 Regulatory Disclosures 

 

  

12 

 

• Loss Event Data Collection and Analysis; 
• Risk and Control Self-Assessment (RCSA); 
• Scenario Analysis; 
• Product & Process Risk Management; 
• Business Process Transition Risk Management; 
• Technology Risk Management; 
• Business Continuity and Disaster; 
• Physical Security. 

Other elements of the framework include: Operational Risk Regulatory Capital Quantification, 
Outsourcing Risk Management, Model Risk Management, and Insurance Management. 

3.3 Credit risk 

Credit risk is the risk to interest income or principal from the failure of a borrower or counterparty to 
perform on an obligation. It is comprised of five sub-risks: 

• Obligor risk — failure of a client/borrower to perform; 
• Counterparty risk — failure of a counterparty to perform; 
• Issuer risk — failure of a securities issuer to perform; 
• Concentration risk — concentration of exposures to a particular entity, sector, region, industry 

or product that could result in a meaningful loss (applies to obligors, counterparties and 
issuers); 

• Country risk — failure of an entity to perform caused by political, economic, military or social 
conditions, or other acts, laws or regulations prevailing in the country of the entity (applies to 
obligors, counterparties and issuers). 

The primary sources of credit risk for NTGS are: 

• Client overdrafts (either intended or unintended, arising inter-alia from bank errors, timing of 
internal transfers or wire transfers); 

• Client credit facilities typically to meet short term bridge financing needs with respect to 
subscriptions and redemptions; 

• Money market placements; 
• Settlement balances with sub-custodians and “due from” nostro banks; 
• Intra-group lending (mainly to the London branch of TNTC); 
• Custody services that have been supplied but for which accrued fees have not been settled; 
• Provisional credit arising from credits to client accounts for securities sales and income prior 

to actual receipt of settlement proceeds or income;  
• Credit risk arising from NTGS’s securities lending clients with ‘enhanced indemnities’ as NTGS 

is liable to pay for the realization of the collateral to meet the indemnifications; and 
• Investments permitted within NTGS’s ‘Liquidity & Investment Policy’. 

Other sources of credit risk within NTGS derive from its limited foreign exchange activities and 
accounts receivable. 

NTGS benefits from a robust enterprise wide credit risk framework, as well as NTGS specific policies 
and processes. Broadly, there are six key components to credit risk management at NTGS: 

• NTGS Credit Policy; 
• A Committee approval process; 
• Market specific strategies; 
• A standardized credit analysis; 
• Credit monitoring and surveillance; 
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• Credit Mitigation. 

Credit limits are set in accordance with CRR requirements for large exposures. NTGS exposure to TNTC 
London and other related counterparties are monitored daily against the regulatory limits. The Credit 
Policy defines the risk controlling and risk mitigation techniques (including wrong-way risk). 

Exposures to third parties are managed against the applicable CRR large exposure limits i.e. 25% of 
eligible capital for non-institutions and €150 million for institutional (i.e. counterparty) exposures. An 
intra-group exemption has been granted by the CSSF as of 20th March 2020. 

3.4 Market risk  

Trading market risk is defined as the potential for movements in market prices, foreign exchange and 
interest rates to cause changes in the value of trading positions.  

During 2021 NTGS had very limited trading activity e.g. certain circumstances where it enters into 
foreign exchange contracts to pay fees and commissions to sub-custodian and agency banks or foreign 
exchange trades in ‘restricted markets’ with sub-custodians where orders may only be accepted from 
the account holder of the local cash account. As such NTGS does not have a trading book within the 
meaning of CRR 2. In the second half of 2022, it is planned to establish a Foreign Exchange trading 
desk in Luxembourg to offer spot and derivative FX products to clients in response to Brexit and other 
local regulatory changes. NTGS will be principal to the client transactions. FX positions will be offset 
by back-to-back trades with The Northern Trust Company (TNTC), such that market risks will be fully 
hedged, hence this is not expected to impact trading risk. 

Market risks for NTGS mainly arise as currency risk in net positions in foreign currencies. 

3.5 Interest rate risk in the banking book (IRRBB) 

Interest rate risk in the Banking Book is the risk to earnings or capital due to significant changes in 
interest rates.   

The four risks that are considered to comprise interest rate risk at the enterprise level are: 

• Re-pricing — the risk of loss from differences in the maturity and re-pricing terms of assets 
and liabilities; 

• Yield curve — the risk of loss from changes in the shape of the yield curve; 
• Basis — the risk of loss from imperfect correlation in the adjustment of the rates earned and 

paid on different financial instruments with otherwise similar re-pricing characteristics; 
• Behavioural characteristics / embedded optionality — the risk of loss from customer or 

counterparty behaviour with respect to optionality embedded in instruments held by the 
entity (e.g. call, put, conversion features in bond positions). With regards to the embedded 
optionality, NTGS has not entered into any embedded derivative contracts during the year 
2019. 

For NTGS, potential interest rate risk in the banking book (IRRBB) arises from the mismatch in maturity 
or re-pricing terms of customer deposits and asset investments. NTGS maintains a prudent approach 
to interest rate risk, generating net interest income either through spreads or by a moderate amount 
of gapping. This risk is somewhat mitigated by a relatively stable base of deposits. 

The stability of the deposit base is largely due to the fact that a significant proportion of the deposits 
are from institutional clients to whom NTGS provides services that are ordinarily subject to a minimum 
termination notice period such as custody or depositary services. 

The NTGS Liquidity and Investment risk policy documents the way in which the interest rate risk is 
managed and monitored. 
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On an operating basis, NTGS’s balance sheet activities are managed by the Treasury function with 
independent oversight from the Market and Liquidity Risk Group within Corporate Risk Management 
(CRM). Interest rate risk is managed by EMEA Treasury through limits which are specified in the ‘NTGS 
Liquidity and Investment Policy’. Both NTGS’ balance sheet and interest rate risk management are 
performed under the oversight of the NTGS risk management function. 

NTGS is currently not pursuing a strategy of managing a long-term securities investment portfolio for 
balance sheet management purposes. NTGS typically holds just one long-term bond in order to fund 
custody shortfalls in line with UK CASS rules. In addition, in line with NTGS’ practice of placing funds 
with Central Banks, NTGS holds one short-term (7-day) certificate of deposit issued by the Swedish 
Central Bank. This is not expected to change over the forecast horizon. 

From a strategic perspective, a flat yield curve environment can impact the net interest income of 
NTGS and this risk is, therefore, considered under business risk. However, per the requirements of 
CSSF Circular 16/642, NTGS does consider the impact of interest rate shocks on its net interest income 
(SNII). 

This is done utilising Asset and Liability Committee (ALCO) approved corporate assumptions, which 
include a life of non-maturity deposits of 7 years instead of 5 and the assumption that custody rates 
change (positive and negative) are fully reflected on client’s rates except on a narrow range of rates 
close to zero, in alignment with EU regulation on floors. 

To calculate the pillar 2 requirement, the EBA Outlier Test approach has been chosen. While SMVE 
and SNII indicators are also of interest for P2 purposes, Outlier Test approach was kept for its less 
volatile results.  

The EBA Outlier Test uses the 7 material currencies of NTGS: EUR, USD, GBP, AUD, CHF, SEK and NOK. 
Major currency shocks (EUR, USD, GBP, AUD) are directly built inside the QRM tool while minor 
currencies shocks (CHF, SEK, NOK) are built and updated by the NTGS Risk function on a quarterly basis 
and input in QRM by the Corporate Treasury team. 

Given the straightforward nature of the NTGS business model and balance sheet, this type of approach 
is used to assess interest rate risk, but we will review the possibility of running additional scenarios if 
they provide even more credible stresses on an ongoing basis. 

The Outlier Test approach involves running the following standard shocks against a static NTGS 
balance sheet for Economic Value of Equity (EVE) impacts as at 31 December 2021: 

(i) parallel shock up; 

(ii) parallel shock down; 

(iii) steepener shock (short rates down and long rates up); 

(iv) flattener shock (short rates up and long rates down); 

(v) short rates shock up; and 

(vi) short rates shock down. 

The up/down 200bp stress test and the 6 EBA prescribed Outlier Tests are computed quarterly in QRM 
at the head office and is overseen by the NTGS Finance and Risk functions. 

These scenarios are applied to IRRBB exposures in each currency separately for which NTGS has 
material positions (USD, EUR, GBP, AUD, CHF, SEK and NOK). The impact of each shock is then obtained 
by summing impacts on all currencies. The Pillar 2 amount for IRRBB is then the worst-case outcome 
of these shocks computed as a variation of NTGS’ capital. 

Exceptions to limits and thresholds are escalated to local and/or corporate governance committees 
depending on the severity of the breach. 
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For 2021, the outcome of the supervisory outlier test according to paragraph 113 of the 
EBA/GL/2018/02  shows a sensitivity of -€1.6m (0.25% of Tier 1 capital), driven by the short-term shock 
up on EUR currency. This is also equivalent to the worst outcome of the six scenarios in the supervisory 
outlier test according to paragraph 114 of the EBA/GL/2018/02, driven by the parallel shock up on 
EUR currency. 

3.6 Compliance risk 

Compliance risk - is defined as the risk of legal or regulatory sanctions, material financial loss, or loss 
to reputation a bank may suffer as a result of its failure to comply with laws, regulations, rules, related 
self-regulatory organization standards, and codes of conduct applicable to its activities. 

Northern Trust’s risk universe includes two compliance sub-categories: 

• Regulatory risk — the risk arising from failure to comply with prudential and business conduct 
regulatory requirements. Prudential requirements are intended to ensure financial safety and 
soundness, as well as maintain the stability of the financial system.  Conduct requirements 
seek to protect the interests of customers and the integrity of the market; 

• Financial crime risk — risk arising from financial crime (e.g., money laundering, sanctions 
violations, fraud, insider dealing, theft, etc.) in relation to the products, services, or accounts 
of the institution, its clients, or others associated with same. 

NTGS is authorized to carry out certain businesses in other jurisdictions and, therefore, has to observe 
not only Luxembourg but other applicable overseas regulations. As a subsidiary of TNTC, NTGS is also 
subject to certain US regulations. In all instances NTGS must act with integrity and in an open and 
honest way with its regulators. 

Pillar 2 capital requirements for compliance risk are considered within the operational risk 
methodology, however, compliance risk is subject to separate governance and monitoring.  

Annual compliance risk assessments are completed outside of the ICAAP process and will be used to 
assess whether there needs to be any adjustment made to the program of NTGS risk specific stress 
testing.  

Regulatory risk 

The NTGS Chief Risk Officer is a member of NTGS authorized management and reports/escalates 
matters to:  

• the Risk Committee of the NTGS Board; 
• the ERC, the senior risk committee for all activities conducted within the EMEA region. 

The Chief Risk Officer is supported by NTGS Chief Compliance Officer and the compliance team 
(including the compliance officers of the branches), a team of compliance professionals within the UK, 
as well as by the Global Compliance team in Chicago.  

Financial crime risk 

NTGS has a Money Laundering Reporting Officer (MLRO) who reports to the NTGS Chief Compliance 
Officer and the NT EMEA MLRO , the NTGS Board and NTGS Risk Committee. 

Procedures and controls are in place to manage financial crime risk. These include but are not limited 
to: 

• sanction screening processes; 
• transaction monitoring; 
• a global anti-fraud program which includes a suite of electronic fraud detection tools; 
• anti-bribery & corruption; and  
• compliance monitoring and testing. 
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3.7 Strategic risk 

Strategic risk is the vulnerability of the firm to internal or external developments that render the firm’s 
strategy ineffective or unachievable. The consequences of strategic risk can diminish long-term 
earnings and capital as well as reputational damage to the firm.  

NTGS defines strategic risk across 3 subcomponents: Strategic risk, Business risk, Reputation risk. 

Strategic risk 

Strategic risk is considered a key inherent risk, as reflected in the quarterly NTGS risk reporting and 
NTGS risk assessment. Both the risk report and the risk assessment reflect that the key strategic risk 
driver remains business risk, with the external stresses of the geopolitical and adverse macro-
economic conditions, applying pressures upon the current business model and earnings.  

Strategy risk is the risk to the expansion plans that determine the desired future profile of NTGS or to 
the intended changes that must be made to realise those plans.  

Strategy risk represents the risk that NTGS: 

• Cannot grow its revenues and earnings as planned due to failure of executing its organic 
growth plans or an acquisition; 

• Is unable to gain new clients and retain its existing clients due to aggressive competitive 
pricing, a lack of innovation or similar factors; 

• Is impacted by government regulation or intervention; and 
• Is unable to attract and retain appropriate staff, to develop and deliver new products or to 

control costs. 

Business risk 

Business risk is the risk arising from general economic conditions and external factors that could 
adversely affect NTGS’s revenues, profits and capital. More specifically, business risk encompasses the 
risk of adverse economic conditions, including changes in equity market levels, interest and foreign 
exchange rates; a slowdown of the globalisation of investing activities or pension reform; and 
instability or disruption of political, economic, legal or regulatory systems in NTGS’s markets, including 
changes in the monetary or other policies of regulatory authorities and central banks. 

The risk types within business risk are: 

• Contracting markets risk – the risk to earnings from reduced business volumes due to 
contracting markets or client base; 

• Revenue risk including foreign exchange translation risk – the risk to earnings from reduced 
fees through declining equity markets and other capital market drivers of fee based revenues; 

• Unattractive products risk – the risk to earnings from changes in market sentiment rendering 
a product unattractive to clients; 

• Pension obligations risk – the risk from an underfunded pension plan; 
• Business concentration risk – the risk resulting from concentration of net income sources to 

certain business units, products, services or clients. 

The demand for NTGS’s services can be affected by broad economic conditions. Weakness of 
economic conditions can adversely affect NTGS’s ability to generate new business and maintain 
existing business volumes. 

A weakening of equity markets and/or decrease in value of some debt-related investments, as a result 
of market disruption or illiquidity, reduces the valuations of assets that NTGS services for its clients. 
Such a weakening can result in a reduction of earnings, since a proportion of the fees NTGS earns are 
based on asset values. 
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Reputation risk 

Reputation risk is the risk arising from negative perception on the part of clients, counterparties, 
shareholders, investors, debt-holders, market analysts, regulators or other relevant parties that could 
adversely affect an entity’s ability to maintain existing, or establish new business relationships and 
access to funding. Reputation risk is usually connected to another risk or risk related event such as 
credit, operational or business. 

The three risk types within reputation risk are: 

• Product/client support; 
• Third-party; 
• Adverse publicity risk. 

The reputation of NTGS is closely correlated to the reputation of the Corporation which has been 
captured as an indicator in the NTGS Recovery plan. Equally an adverse reputational event within 
NTGS can impact the reputation of Northern Trust as a whole. 

NTGS’s planning processes are focused on establishing goals for revenue, net income and balance 
sheet growth. All of the above risk types could affect future revenue, net income or balance sheet 
growth and are therefore important components of the capital adequacy assessment. 

 The key strategy risk driver for NTGS is the ever growing regulatory change (both volume and 
complexity) that may give rise to unintended and/or undesired changes to its business or operating 
model; and divert resources away from strategic initiatives. 

The key programs used to manage various components of strategy risk are as follows: 

• Business or expansion plan execution risk; 
• Group risk; 
• Cost Management; 
• New Business and Client Service; 
• Compliance. 

3.8 Liquidity risk 

Liquidity risk is the risk of not being able to raise sufficient funds to meet cash flow obligations because 
of firm-specific or market-wide events.   

Liquidity risk arises as the exposure to a range of liquidity risk drivers:   

• Capital markets environment risk — risk to earnings from funding needs during difficult 
markets, impacting the entity’s ability to raise capital and its ability to meet the entity’s 
commitments; 

• Funding Risk - risk of losing access to short- or long-term funds during periods of market or 
idiosyncratic stress; 

• Franchise Risk – risk to earnings from clients and capital markets counterparties losing 
confidence in the entity; 

• Marketability Risk - risk that monetary assets cannot be sold, pledged or otherwise converted 
to cash as needed; 

• Cross Currency Risk - risk that funds in one currency cannot be converted to another currency 
when required; 

• Group Risk - risk to earnings and/or capital availability from the performance of the parent or 
other group companies. This includes Forced Dividend Risk, Parent Insolvency Risk, Trapped 
Capital Risk and Legal Restrictions Risk; 
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• Intraday Risk - Risk that funds cannot be provided during the business day to meet time-
specific payment deadlines; 

• Off-balance Sheet Risk - risks from funding commitments or other obligations, especially 
during periods of market or idiosyncratic stress.  

Intraday liquidity risk is the most significant liquidity risk at NTGS SE. It arises primarily in relation to 
its obligations towards depository, clearing and settlement systems across a large sub-custodial 
network with varying market and settlement requirements. 

Sources of risk include the inability to:  

• Access sources of funds in a timely manner, such as reserves held at central banks; 
• Provide the appropriate amount or type of collateral required to draw down on secured 

intraday liquidity sources; 
• Draw on intraday credit lines at Nostros; 
• Utilise balances with other banks for intraday settlement, or late receipt of client funding, to 

settle custody related purchases by the cut-off times for settlement systems such as Euroclear. 

Intraday liquidity risk would crystallise in a situation where NTGS could not tap into its usual intraday 
liquidity pools, or where these pools were not sufficiently funded, to support payment obligations 
during a business day to a point that would precipitate a liquidity shortfall resulting in NTGS being 
unable to continue to meet its obligations. 

As a tactical approach to quantify the potential intraday liquidity requirement under stress, NTGS has 
leveraged the corporate methodology currently being employed until more granular information is 
available via the “liquidity management engine”. When new system cash management capabilities are 
implemented around the monitoring of client balances, NTGS will be able to model client payment 
patterns to improve the robustness of its analysis, which is likely to result in revising the required 
buffer. 

The NTGS Liquidity and Investment Policy contains a section on the management of collateral and 
asset encumbrance.  

Additionally, as a banking subsidiary of a wider corporation, NTGS is subject to the Northern Trust 
Corporation Collateral Management Standard, which establishes the controls and procedures for 
calculating and monitoring collateral pledged by the Northern Trust Corporation in accordance with 
relevant regulatory requirements.  

Treasury is responsible for the practices surrounding Northern Trust’s collateral management, in 
coordination with Operations. Collateral is managed globally by Treasury and regional Treasury and 
Finance teams. Market and Liquidity Risk Management periodically performs an independent review 
of the Standard.  

Treasury, in conjunction with Cash Liquidity management, continuously monitors the amount of 
collateral pledged to financial market utilities to ensure that a sufficient amount is maintained to 
ensure smooth settlement activity. 

Liquidity risk management 

NTGS has a liability driven balance sheet funded by share capital and client deposits, with no debt 
issuance, and with the majority of assets held in highly liquid form.  As a result, the entity operates 
with liquidity ratios well in excess of regulatory minimums and funding risk is primarily limited to the 
risk of client deposit run-off during stressed conditions.  

NTGS manages its liquidity risk in accordance with a Board approved Liquidity and Investment policy, 
leveraging the methodology of Northern Trust Corporation’s risk management framework.  
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Liquidity Coverage Ratio (LCR) 

The LCR is designed to ensure the Bank maintains a sufficient level of liquid assets to meet liquidity 
needs in a stress scenario. The LCR is the ratio between the stock of High Quality Liquid Assets (HQLA) 
and total net cash outflows under stress conditions, with cash inflows limited to 75% of cash outflows.  
In accordance with the LCR regulations, the level of the ratio between high quality liquid assets and 
total net cash outflows must at least comply with a 100 % regulatory limit.  

High Quality Liquid Assets (HQLA) 

HQLA (Liquidity buffer) are assets that maintain their market liquidity in periods of stress and that 
meet the minimum requirements established by the CSSF (in particular, that are free from any legal 
impediment or restriction; suffer little or no loss in market value when converted into cash; have low 
credit risk; are easy and accurate to price; are actively traded at volume with little difference between 
purchase and sale price. These assets are subject to weighting factors which may reduce their value, 
for example in accordance with the risk rating of the security issuer or the historic variation in their 
market price. 

Cash Outflows and Inflows 

Cash outflows are primarily the result of a reduction in deposits and any scheduled contractual 
obligations that may exist with the next 30 days; cash inflows are the expected cash receipt from loans, 
overdrafts, deposits and securities during the same period. 

Liquidity risk management objectives and policies 

Referring to CRR 2 Art. 451a(2)(3), NTGS discloses liquidity metrics in Annex B. 

Strategies and processes in the management of the liquidity risk, including policies on 
diversification in the sources and tenor of planned funding 

The NTGS liquidity risk management framework is embedded into its business activities and is integral 
to strategic and business decision making.  Ongoing liquidity risk management measures include: 

• Liquidity and funding risk limits and thresholds covering both LCR and internal stress tests, 
with escalation processes and procedures should triggers be breached. These thresholds are 
monitored daily by the first line and second line functions and are reported to the relevant 
committees and Boards on a periodic basis.  

• A liquidity adequacy assessment that is completed at least once each calendar year to identify, 
measure, manage and monitor liquidity risk. 

• NTGS’ principal source of funding is client cash balances arising from the settlement of their 
transactions. Its global custody customers are spread across pension funds, investment funds, 
corporate customers and financial institutions, as well as an increasing geographic spread 
across Europe. 

Structure and organisation of the liquidity risk management function 

The liquidity adequacy assessment process and day to day liquidity management is managed by 
Treasury, with governance oversight by local and corporate risk teams, Authorised Management Risk 
Committee and designated partners from ALCO/MLRC. 

The Board of NTGS allocates responsibility to Northern Trust’s EMEA Treasurer  to: 
• Manage the day-to-day and intraday liquidity positions of NTGS and ensure that it is in 

compliance with this Policy; 
• Provide the NTGS Board with updates on NTGS’ liquidity position and reporting any material 

liquidity issues that may arise; 
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• Ensure that sufficient activity and exception reports are provided to the ALCO/MLRC 
designate for it to perform its governance; 

• Present the NTGS ILAAP document to ERC and MLRC and ALCO designates, or their designated 
sub- committees, for review and challenge. Present the ILAAP document to the NTGS Board 
for review, challenge and approval, at least once per calendar year. 

• Ensure that internal liquidity stress tests are undertaken, at least once per calendar year and 
presented to ERC or its relevant sub-committee, the MLRC and ALCO designates and to the 
NTGS Board. 

• Ensure that the NTGS CFP is updated at least once per calendar year.  
 

The Board of NTGS allocates responsibility to The Head of Financial Risk EMEA or their delegate to: 
• Ensure that the Liquidity Policy is kept up to date and consistent with the risk profile of NTGS 

and that its systems and controls are adequate to meet internal and regulatory requirements; 
• Provide oversight of the implementation of this Policy and report any material liquidity issues 

to MLRC designate, ERC, or designated sub-committee, MRC and the NTGS Board. 

 

Degree of centralisation of liquidity management and interaction between the group’s units 

The liquidity risk management process is overseen by first- and second-line committees, with NT’s 
corporate ALCO serving as the first line and corporate Market & Liquidity Risk Committee serving as 
the second-line.  MLRC provides effective challenge to ALCO in respect of policies, key assumptions 
and practices. 

Ultimate responsibility for ensuring NTGS maintains an adequate framework for managing liquidity 
risk rests with the NTGS Board. 

 

Scope and nature of liquidity risk reporting and measurement systems 

Liquidity monitoring is an ongoing process, with reporting on a daily, monthly and annual basis.  
Escalation protocols are in place to ensure the relevant stakeholders are appropriately informed at all 
times with regard to the entity’s liquidity position.  Internal limits are set to ensure sufficient liquidity 
is available to meet NTGS’s minimum regulatory and internal liquidity requirements on a daily basis. 
Monitoring thresholds are set on both a percentage basis for the LCR and on an absolute basis for the 
liquid asset buffer.  Key liquidity metrics are monitored on a daily basis and reported to a range of 
stakeholders including finance, treasury and management, with escalation where appropriate. 

 

Policies for hedging and mitigating the liquidity risk 

NTGS’s liquidity risk exposure is monitored throughout the day by Cash Management and Treasury 
teams. System-enabled mitigating controls including sufficiency checks and control of payment 
release form part of NTGS’s framework for the management of liquidity risk.  Other risk mitigating 
tools include a Contingency Funding Plan providing the ability to take funding actions, including 
drawing on the liquidity buffer in a timely fashion. 

 

Contingency funding plans 

NTGS’ Contingency Funding Plan is designed to help recognize, manage through, and respond quickly 
to a potential liquidity event or crisis. The Plan is a key component of NTGS’ liquidity risk management 
framework and includes defined roles and responsibilities of the parties involved, detailed action steps 
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for assessing the situation and invoking the Plan, defined liquidity events/triggers, funding 
considerations and decision points supported by quantitative analysis, and operational testing. The 
primary goal of the Contingency Funding Plan is to provide a clear process map / “playbook” to follow 
in the event of a liquidity crisis. 

 

Stress Testing 

Internal liquidity stress tests are undertaken, at least once per calendar year and their results 
presented to NT’s EMEA Risk Committee (ERC) or its relevant sub-committee, and the MLRC and ALCO 
designates for review and challenge. Stress test results are also reported to the NTGS Board, 
highlighting any vulnerabilities identified and proposing appropriate remedial action. 

 

Overall adequacy of liquidity risk management arrangements 

As part of the annual ICAAP review process, the Authorised Management of NTGS acknowledges that 
NTGS’s liquidity risk management framework and resources are proportionate and adequate in 
relation to internally assessed and regulatory requirements. 

Liquidity risk appetite statement  

NTGS's liquidity risk appetite is to ensure that the liquidity resources and liquidity ratios meet or 
exceed internal and regulatory limits at all times.  Authorised Management have established 
monitoring and reporting processes to ensure the entity continues to operate within risk appetite. 

NTGS Risk Appetite Statement encompasses measures designed to maintain risk-taking within 
liquidity constraints. For measures relating to liquidity, stress testing activities may be used to 
determine and establish measures related tolerances and limits to maintain aggregate exposure 
within liquidity constraints and regulatory guidelines. These measures are included within the Liquidity 
Risk Theme.  

NTGS defines a liquidity limit to serve as a quantitative measure of Risk Appetite. This limit (and 
associated thresholds) measures the availability of liquidity resources that can be employed, if 
necessary, during periods of stress to cover on and off-balance sheet cash flows obligations.  

Risk Appetite for Liquidity at NTGS is set using two complementary indicators: one regulatory indicator 
(Liquidity Coverage Ratio) and one internal indicator (Liquidity Stress Test). Setting Early Warning (for 
both indicators), Contingency and Recovery thresholds (for the regulatory one) on these indicators 
allow NTGS to define the appetite of the Bank based on both regulatory and internal standards.  

As part of its quarterly review of NTGS Risk Themes and underlying measures, Management will 
consider the impact of events/business developments (if relevant) to the entity’s Liquidity. This is also 
captured within the Liquidity Risk Theme.  

The assessment against Liquidity Risk Appetite is incorporated within the NTGS Risk Report. In the 
event of a Liquidity Risk Appetite breach, NTGS management, leveraging the Contingency Funding Plan 
and Recovery Plan would determine what liquidity actions need to be taken to bring the entity back 
into appetite. 

 

3.9 Adequacy of risk management arrangements (CRR2 art. 435(1)(e)) 

NTGS defines risk appetite as the amount and type of risk it is willing to assume in order to achieve its 
strategic and financial objectives. NTGS continuously strives to balance its desire to meet these 
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objectives with an acceptable level of risk. The risk tolerance thresholds applicable to NTGS’s business 
activities are contained in its risk appetite statement, which is approved by the Board.  

NTGS’s approach to Risk Appetite is based on the concept of Risk Themes. The entity establishes 
individual Risk Appetite Statements and measures by the following Risk Themes: Liquidity risk, Credit 
risk, Operational execution, data integrity & reporting, Information security & cyber risk, Operational 
resiliency & recovery, Global conduct & internal fraud, Significant regulation compliance, Fiduciary 
duty risk, Investment risk, Workforce risk and Strategic business risk. 

The NTGS Board is satisfied with the existing risk management arrangements and the thresholds in 
place are considered adequate with regard to the profile and strategy of NTGS. 

The Board also confirms that the disclosures contained within this document accurately reflect the 
risk profile of NTGS based on the activities it undertakes. 
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4 Financial statements reconciliations 

4.1 Overview 

Art. 436 (b) of CRR 2 requires institutions to disclose an outline of the differences in the basis of 
consolidation for accounting and prudential purposes. NTGS is not under the scope of any prudential 
consolidation as at 31 December 2021, and therefore these Pillar 3 disclosures are prepared on a 
standalone basis, similar to the accounting basis. NTGS does not prepare consolidated financial 
statements. 

4.2 Balance sheet reconciliation 

Table 2 below shows a breakdown as at 31 December 2021 of the assets and liabilities classes 
according to the balance sheet in the published annual accounts (accounting under Luxembourg 
GAAP), in comparison to their carrying values under the regulatory scope (FINREP based on IFRS 
accounting). In addition, it also allocates the different amounts to the regulatory risk categories (credit 
risk, counterparty credit risk and market risk), as well as the part that is not subject to capital 
requirements or is subject to deduction from own funds. 

 

The main differences between the financial statements (annual accounts under Luxembourg GAAP) 
and the regulatory scope (FINREP reporting under IFRS) presented in Table 2 below arise due to the 
following reasons: 

 Differences in balance sheet layout and classification of assets/liabilities: 
- Nostro accounts are classified as Loans and advances in the annual accounts, and as Other 

demand deposits in the regulatory scope.  
- Accrued interest is classified as Prepayments and accrued income/Accruals and deferred 

income in the annual accounts, and along the related asset class in the regulatory scope. 
- Other minor reclassifications. 

 Different accounting treatment/valuation between the two accounting frameworks: 
- Intangible assets: goodwill is amortised over 5 years in the annual accounts, while no 

amortisation is applied in the regulatory scope. 
- Tangible assets: lease accounting under IFRS gives rise to right-of-use (ROU) assets in the 

regulatory scope, which are not recognized in the annual accounts.  
- Tax assets and liabilities: deferred tax is not recognized in the annual accounts, which is 

shown in the regulatory scope. 
- Financial assets and financial liabilities held for trading: only unrealised losses are recognized 

in the annual accounts, while both unrealised gains and unrealised losses are recognised in 
the regulatory scope.  

- Other minor accounting differences (e.g. IFRS 9 application in the regulatory scope). 
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Template EU LI1 - Differences between the accounting scope and the scope of prudential consolidation and mapping of financial statement categories with regulatory risk categories  (€000) 
  

Carrying values as 
reported in published 

financial statements 

Carrying values under 
scope of prudential 

consolidation 

Carrying values of items 

 Subject to the credit 
risk framework 

Subject to the 
CCR framework  

Subject to the 
securitisation 

framework 

Subject to the 
market risk 
framework 

Not subject to own funds 
requirements or subject to 
deduction from own funds 

Breakdown by asset classes according to the balance sheet in the published financial statements 
Cash, cash balances at central banks and other 
demand deposits 5,278,673 5,549,375 5,549,375   5,549,375  

          of which Cash at central banks 5,278,673 5,278,402 5,278,402   5,278,402  

          of which Other demand deposits - 270,973 270,973   270,973  

Financial assets held for trading - 401  401  401  

Non-trading financial assets mandatorily at fair 
value through profit or loss - Equity instruments 289 289 289     

Financial assets at amortized cost 1,844,118 1,575,149 1,575,149   1,575,149  

          of which Treasury bills and debt securities 581,656 582,240 582,240   582,240  

          of which Loans and advances 1,262,462 992,909 992,908   992,908  

Tangible assets 12,026 35,659 35,659     
Intangible assets 93,303 147,135     147,135 
          of which Goodwill 14,328 68,081     68,081 
          of which Other intangible assets 78,975 79,054     79,054 
Tax assets - 16,952     16,952 
Other assets 208,442 257,641 257,641     
          of which Prepayments and accrued income 57,289 - -     
          of which Other assets 151,153 257,641 257,641     
Total assets  7,436,851 7,582,600 7,418,112 401 - 7,124,925 164,087 

         
Breakdown by liability classes according to the balance sheet in the published financial statements 
Financial liabilities held for trading - 8,769    8,769 8,769 
Financial liabilities measured at amortised cost 6,489,165 6,487,643    6,487,643 6,487,643 
Tax liabilities 29,457 32,980     32,980 
          of which Current tax liabilities 29,457 28,538     28,538 
          of which Deferred tax liabilities - 4,441     4,441 
Other liabilities 95,458 170,785    170,785 170,785 
          of which Accruals and deferred income 20,026 -    - - 
          of which Other accrued liabilities 14,344 -    - - 
          of which Other liabilities 61,088 170,785    170,785 170,785 
Total liabilities  6,614,080 6,700,177 - - - 6,667,198 6,700,177 

Table 2 – Balance Sheet reconciliation (EU LI1) 
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4.3 Regulatory exposures reconciliation 

In addition, Table 3 below presents information on the main sources of differences between the carrying values under regulatory scope (as disclosed in Table 2 
above for FINREP) and regulatory exposure amounts in the COREP reporting. 

The main differences between the carrying amounts under regulatory scope and the risk exposures considered in COREP presented in Table 3 below arise due to 
the following reasons: 

 Differences due to the use of credit risk mitigation techniques (CRMs) corresponding to collateral used for intercompany exposures (after volatility adjustments). 
 Intangible assets and deferred tax are directly deducted from own funds, therefore they are not considered credit risk exposures in the COREP. 

 
 

Template EU LI2 - Main sources of differences between regulatory exposure amounts and carrying values in financial statements  (€000) 
  Items subject to  

  Total Credit risk 
framework 

Securitisation 
framework  

CCR 
framework  

Market risk 
framework 

Assets carrying value amount under the scope of prudential consolidation (as per template LI1) 7,418,513 7,418,112 - 401 7,125,214 
Liabilities carrying value amount under the scope of prudential consolidation (as per template LI1) - - - - 6,667,198 
Total net amount under the scope of prudential consolidation 7,418,513 7,418,112 - 401 458,016 
Off-balance-sheet amounts 354,167 354,167 - -  

Differences in valuations  - - - -  

Differences due to different netting rules, other than those already included in row 2 - - - -  

Differences due to consideration of provisions - - - -  

Differences due to the use of credit risk mitigation techniques (CRMs) (928,328) (928,328) - -  

Differences due to credit conversion factors - - - -  

Differences due to Securitisation with risk transfer - - - -  

Other differences (6,319) (6,075) - (243)  

Exposure amounts considered for regulatory purposes 6,850,184 6,850,026 - 158 2,598 

Table 3 – Regulatory exposures reconciliation (EU LI2) 
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4.4 Balance sheet reconciliation – including own funds 
Template EU CC2.1 - reconciliation of regulatory own funds to balance sheet in the audited financial statements (€000) 

 Balance sheet as in published 
financial statements 

Under regulatory scope of 
consolidation 

Assets - Breakdown by asset classes according to the balance sheet in the published financial statements 
Cash, cash balances at central banks and other 
demand deposits 5,278,673 5,549,375 

          of which Cash at central banks 5,278,673 5,278,402 
          of which Other demand deposits - 270,973 
Financial assets held for trading - 401 
Non-trading financial assets mandatorily at fair value through 
profit or loss - Equity instruments 289 289 

Financial assets at amortized cost 1,844,118 1,575,149 
          of which Treasury bills and debt securities 581,656 582,240 
          of which Loans and advances 1,262,462 992,908 
Tangible assets 12,026 35,659 
Intangible assets 93,303 147,135 
          of which Goodwill 14,328 68,081 
          of which Other intangible assets 78,975 79,054 
Tax assets - 16,952 
Other assets 208,442 257,641 
          of which Prepayments and accrued income 57,289 - 
          of which Other assets 151,153 257,641 

Total assets  7,436,851 7,582,600    
Liabilities - Breakdown by liability classes according to the balance sheet in the published financial statements 
Financial liabilities held for trading - 8,769 
Financial liabilities measured at amortised cost 6,489,165 6,487,643 
Tax liabilities 29,457 32,980 
          of which Current tax liabilities 29,457 28,538 
          of which Deferred tax liabilities - 4,441 
Other liabilities 95,458 170,785 
          of which Accruals and deferred income 20,026 - 
          of which Other accrued liabilities 14,344 - 
          of which Other liabilities 61,088 170,785 

Total liabilities  6,614,080 6,700,177    
Shareholders' Equity 

Issued capital 393,068 393,068 
Share premium account 23,446 - 
Retained earnings 294,883 336,432 
Other reserves 38,908 77,024 
          of which Legal reserve 7,285 7,285 
          of which Net wealth tax reserve 31,623 31,623 
          of which Restructuring reserve - 23,446 
          of which Other IFRS reserves - 14,670 
Accumulated other comprehensive income - 2,131 
Profit for the financial year 72,465 73,769 
Total Shareholders' Equity  822,769 882,423 

Table 4 – Balance sheet reconciliation - including own funds (EU CC2-1) 

The main differences between the annual accounts and the FINREP regulatory scope presented for 
shareholder’s equity in Table 4 above arise due to the following reasons: 

 Different accounting treatment/valuation for goodwill, deferred taxes, and unrealised FX 
gains. 

 Reclassification of the Luxembourg GAAP share premium as other reserves under IFRS 
 Other reclassifications in reserves  (e.g. Luxembourg GAAP lumpsum provision) 
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4.5 Own funds reconciliation 

Referring to CRR 2 Art, 437 (1)(a), a reconciliation of own funds to financial statements is presented in 
Table 5 below. 

 
Template EU CC2.2 - reconciliation of regulatory own funds to balance sheet in the audited financial statements (€000) 
   
Own Funds in the Annual Accounts 
Subscribed capital  393,068 
Share premium account   23,446 
Reserves   38,908 
          of which Legal reserve  7,285 
          of which Net wealth tax reserve  31,623 
Profit brought forward   294,883 
Profit for the financial year   72,465 

Total own funds in the Annual Accounts  822,769 
   

Eligible Capital (CET1) before regulatory adjustments 
Total own funds in the Annual Accounts  822,769 
Accounting adjustments (Luxembourg GAAP to IFRS)   59,654 
          related to goodwill amortisation  30,622 
          related to merger reserves  23,117 
          related to deferred tax  12,485 
          related to IFRS 9 and IFRS 16  (2,216) 
          related to unrealised gains  401 
          other   (4,755) 
Total own funds in the regulatory scope (FINREP)  882,423 
Profits for the financial year not eligible   (73,769) 
Adjustment related to IFRS 9 Expected Credit Losses   (527) 
Total eligible capital (CET1) before regulatory adjustments  808,127 

   
Common Equity Tier 1 Capital 
Total eligible capital (CET1) before regulatory adjustments  808,127 
Regulatory adjustments   (159,655) 
          of which goodwill T1 deduction  (63,640) 
          of which other intangibles T1 deduction  (79,054) 
          of which deferred tax asset deduction  (16,952) 
          of which related to prudential filters   (8) 

Total Common Equity Tier 1 Capital  648,473 

Table 5 – Own funds reconciliation (EU CC2-2) 

As presented in Table 5 above, the 2021 financial year profits are included in the annual accounts and 
regulatory scope (FINREP reporting), which have been allocated to reserves at the date of approval of 
the annual accounts. As these profits were not yet audited, and prior permission was not granted by 
the CSSF according to CRR2 Art. 26 (2), the 2021 profits are not eligible for inclusion as CET1 capital as 
at 31 December 2021. 

5 Own funds and capital resources 

5.1 Overview 

As at 31 December 2021 NTGS had own funds totalling €648 million, which consists entirely of Tier 1 
capital of €808 million (share capital, audited retained earnings and eligible reserves) and Tier 1 
deduction of (intangible assets and deferred tax). 

A dividend distribution of €75 million was approved in the Annual General Meeting of Shareholders in 
May 2022 and paid out to the parent NTHL in June 2022. 
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5.2 Own funds composition 

The capital composition of NTGS is presented in Table 6 below, as required by CRR 2 Art. 437. 
Template EU CC1 - Composition of regulatory own funds (€000) 
 Amounts Reference  
Common Equity Tier 1 (CET1) capital:  instruments and reserves                                              
Capital instruments and the related share premium accounts  393,068 

Table 5 – Own funds reconciliation (EU CC2-2) 

Retained earnings  336,432 
Accumulated other comprehensive income (and other reserves) 78,628 
Funds for general banking risk - 
Amount of qualifying items referred to in Article 484 (3) CRR and the 
related share premium accounts subject to phase out from CET1  - 

Minority interests (amount allowed in consolidated CET1) - 
Independently reviewed interim profits net of any foreseeable charge 
or dividend  - 

Common Equity Tier 1 (CET1) capital before regulatory adjustments 808,127 
Common Equity Tier 1 (CET1) capital: regulatory adjustments  
Additional value adjustments (negative amount) - 

Table 5 – Own funds reconciliation (EU CC2-2) 

Intangible assets (net of related tax liability) (negative amount) (142,694) 

Deferred tax assets that rely on future profitability excluding those 
arising from temporary differences (net of related tax liability where the 
conditions in Article 38 (3) CRR are met) (negative amount) 

(16,952) 

Other regulatory adjustments (8) 
Total regulatory adjustments to Common Equity Tier 1 (CET1) (159,655) 
Common Equity Tier 1 (CET1) capital  648,473 
Additional Tier 1 (AT1) capital: instruments 
   Additional Tier 1 (AT1) capital before regulatory adjustments -     

Additional Tier 1 (AT1) capital: regulatory adjustments 
Other regulatory adjustments to AT1 capital -  

Total regulatory adjustments to Additional Tier 1 (AT1) capital -  

Additional Tier 1 (AT1) capital  -  

Tier 1 capital (T1 = CET1 + AT1) 648,473 Table 5 – Own funds reconciliation (EU CC2-2) 
Tier 2 (T2) capital: instruments 
Tier 2 (T2) capital before regulatory adjustments -  

Tier 2 (T2) capital: regulatory adjustments  
Total regulatory adjustments to Tier 2 (T2) capital -  

Tier 2 (T2) capital  -  

Total capital (TC = T1 + T2) 648,473 Table 5 – Own funds reconciliation (EU CC2-2) 
Total Risk exposure amount 967,583 Table 8 – Risk-weighted exposures (EU OV1) 
Capital ratios and requirements including buffers  
Common Equity Tier 1 capital 67.02%  

Tier 1 capital 67.02%  

Total capital 67.02%  

Institution CET1 overall capital requirements 2.61%  

of which: capital conservation buffer requirement  2.50%  

of which: countercyclical capital buffer requirement  0.11%  

of which: systemic risk buffer requirement    
of which: Global Systemically Important Institution (G-SII) or Other 
Systemically Important Institution (O-SII) buffer requirement 

  

of which: additional own funds requirements to address the risks other 
than the risk of excessive leverage 

  

Common Equity Tier 1 capital (as a percentage of risk exposure 
amount) available after meeting the minimum capital requirements 40.57% 

minimum capital requirement of 26.45% as at 31 
December 2021 (11.61%  starting 1 January 2022 
based on the SREP received in December 2021). 

Table 6 – Composition of regulatory own funds (EU CC1) 

Referring to CRR 2 Art. 437 (1)(a), a reconciliation of own funds to financial statements is disclosed in 
Table 5 as laid out in section 4.5. 
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5.3 Main features of own funds 

Referring to CRR 2 Art 437 (b), information on the main features of NTGS’s own funds is disclosed in 
Table 7 below. 

Template EU CCA: Main features of regulatory own funds instruments and eligible liabilities instruments   
  Qualitative / quantitative information 
Issuer Northern Trust Global Services SE 
Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for private placement) N/A 
Public or private placement N/A 

Governing law(s) of the instrument 

Luxembourg Company Law: Law of 10th 
August 1915 on commercial companies, as 
amended, Council Regulation (EC) No 2157 
/200 I of 8 October 2001 on the Statute for a 
European company (SE), by the law of 5 April 
1993 on the financial sector, as amended. 

Contractual recognition of write down and conversion powers of resolution 
authorities No 

Regulatory treatment   
    Current treatment taking into account, where applicable, transitional CRR rules Common Equity Tier 1 
     Post-transitional CRR rules Common Equity Tier 1 
     Eligible at solo/(sub-)consolidated/ solo&(sub-)consolidated Solo 
     Instrument type (types to be specified by each jurisdiction) Ordinary shares  
Amount recognised in regulatory capital or eligible liabilities  (Currency in million, as 
of most recent reporting date) € 393 

Nominal amount of instrument  € 1 
Accounting classification Shareholders’ equity 
Original date of issuance 2003 
Perpetual or dated Perpetual 
     Original maturity date  No maturity 
Issuer call subject to prior supervisory approval No 
     Optional call date, contingent call dates and redemption amount  N/A 
     Subsequent call dates, if applicable N/A 
Coupons / dividends   
Fixed or floating dividend/coupon  Floating 
Coupon rate and any related index  N/A 
     Existence of a dividend stopper  No 
     Fully discretionary, partially discretionary or mandatory (in terms of timing) Fully discretionary 
     Fully discretionary, partially discretionary or mandatory (in terms of amount) Fully discretionary 
     Existence of step up or other incentive to redeem No 
     Noncumulative or cumulative Non-cumulative 
Convertible or non-convertible Non-convertible 
     If convertible, conversion trigger(s) N/A 
     If convertible, fully or partially N/A 
     If convertible, conversion rate N/A 
     If convertible, mandatory or optional conversion N/A 
     If convertible, specify instrument type convertible into N/A 
     If convertible, specify issuer of instrument it converts into N/A 
Write-down features No 
     If write-down, write-down trigger(s) N/A 
     If write-down, full or partial N/A 
     If write-down, permanent or temporary N/A 
        If temporary write-down, description of write-up mechanism N/A 
Type of subordination (only for eligible liabilities) N/A 
Ranking of the instrument in normal insolvency proceedings Rank 1 
Position in subordination hierarchy in liquidation (specify instrument type 
immediately senior to instrument) N/A 

Non-compliant transitioned features No 
If yes, specify non-compliant features N/A 
Link to the full term and conditions of the instrument (signposting) N/A 

Table 7 – Main features of own funds (EU CCA) 
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6 Capital adequacy 

6.1 Overview 

The NTGS Board reviews the capital position of NTGS on a regular basis to ensure it is sufficient to 
meet its strategic goals and risk profile. Pillar 1 capital requirements are calculated on a daily basis as 
outlined below and the ongoing ICAAP process provides further assessment for any additional risk 
capital requirement under Pillar 2.   

With a Tier 1 capital ratio and a Total capital ratio at 67.02%, NTGS is sufficiently capitalised to meet 
the regulatory capital requirements under Pillar 1 and Pillar 2. 

The internal capital adequacy assessment process (ICAAP) 

NTGS undertakes an ICAAP as required by the CSSF (see notably 07/301). The ICAAP assesses the 
adequacy of NTGS’s Capital Resources to cover Pillar 1 risks as well as other risks not captured within 
the Pillar 1 assessment. These assessments are supported by scenario analysis and stress testing. The 
ICAAP also provides detail on the risk management framework and contains a risk assessment across 
all risk categories. 

The ICAAP includes key input from NTGS and EMEA region’s risk professionals, business management 
and the finance group. For each risk category the inherent risk level is documented, along with risk 
mitigation practices in place to derive an overall residual risk profile.    

For the material inherent risks faced by NTGS, quantitative methods, scenarios and stress testing have 
been used to evaluate the potential capital demands. Business management and the Board have 
provided input to the scenarios and stress testing process to ensure all appropriate information and 
experience is brought to this evaluation exercise.   

The ICAAP has identified the need for NTGS to hold capital in addition to its Pillar 1 requirement and 
confirms this additional requirement is met by available Capital Resources. 

The ICAAP is an ongoing process. Scenario and stress testing are revisited at least annually and more 
frequently should material events (external and/or internal) warrant a re-assessment. The ICAAP 
document is formally reviewed and approved by the NTGS Board on an annual basis. 

The ICAAP has been prepared in accordance with the CSSF circular 07/301 guidance and has been 
made available to the CSSF. 

Pillar 1 capital requirement 

NTGS calculates the minimum capital requirements in accordance with the requirements of CRR 2 and 
the CSSF, being the higher of the following: 

1. €8.7m, being the base case capital resources requirement; and 
2. the sum of the credit risk capital requirement, market risk capital requirement and operational 

risk capital requirement calculated in accordance with CRR 2. 
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In accordance with CRR 2 Art. 438, Table 8 below discloses an overview of the total RWA and the 
related minimum capital requirements. In addition this table also breaks down the types of risks and 
the relevant calculation methods. 

Template EU OV1 – Overview of total risk exposure amounts  (€000) 2021 2020 2021 
        

  Total risk exposure amounts (TREA) Total own funds 
requirements 

Credit risk (excluding CCR) 585,490 385,068 46,852 
Of which the standardised approach  585,490 385,068 46,852 
Of which the Foundation IRB (F-IRB) approach  - - - 
Of which slotting approach - - - 
Of which equities under the simple risk weighted approach - - - 
Of which the Advanced IRB (A-IRB) approach  - - - 

Counterparty credit risk - CCR  208 8,803 4 
Of which the standardised approach  - - - 
Of which internal model method (IMM) - - - 
Of which exposures to a CCP - - - 
Of which credit valuation adjustment - CVA 208 8,803 4 
Of which other CCR - - - 

Settlement risk  - - - 

Securitisation exposures in the non-trading book (after the cap) - - - 

Position, foreign exchange and commodities risks (Market risk) 2,598 841 208 
Of which the standardised approach  2,598 841 208 
Of which IMA  - - - 

Large exposures - - - 
Operational risk  379,287 327,989 30,343 

Of which basic indicator approach  379,287 327,989 30,343 
Of which standardised approach  - - - 
Of which advanced measurement approach  - - - 

Amounts below the thresholds for deduction (subject 
to 250% risk weight) - - - 

Total 967,583 722,701 77,407 

Table 8 – Risk-weighted exposures (EU OV1) 

The following sub-sections numbered 6.2, 6.3, 6.4 and 6.5 cover the capital requirement measurement 
for credit risk, counterparty credit risk, operational risk and market risk. 

6.2 Credit risk capital requirement 

All credit exposures arise as a result of NTGS’s operations. NTGS’s minimum credit risk capital 
requirement is calculated using the standardised approach and is expressed as 8 % of risk weighted 
exposures.  

In relation to circular CSSF  20/751 on management of non-performing (NPE) and forborne exposures, 
NTGS did not have any exposures classified as NPE or forborne exposures as at 31 December 2021 
(2020: nil). NTGS also had no past due or defaulted exposures as of 31 December 2021.  

As of 31 December 2021 NTGS does not have any securitisation exposures, nor any collaterals 
obtained by taking possession. 

Overall, NTGS’s credit portfolio is predominantly short-term in respect of tenors with most exposures 
being overnight, and of high credit quality in terms of counterparties (both central and commercial 
banks) and issuers.  

Where available, issuer ratings from the External Credit Assessment Institutions (ECAIs) Moody’s and 
Standard & Poor’s (S&P) are used in the determination of the relevant risk weighting across all 
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exposure classes. Where ECAI ratings differ, the lower issuer rating is applied. NTGS complies with the 
risk weighting as defined in CRR 2. 

A breakdown of NTGS’s credit risk exposures by exposure class and risk weight allocations as at 31 
December 2021 is provided in Table 9 below. 

 
Template EU CR5 – standardised approach  (€000) 
                  

 Exposure classes 
Risk weight Total 

0% 10% 20% 50% 100% 150% Others  

Central governments or central banks - - - - - - - - 
Regional government or local authorities - - - - - - - - 
Public sector entities - - - - - - - - 
Multilateral development banks - - - - - - - - 
International organisations - - - - - - - - 
Institutions - - 7,308 - 139 - - 7,447 
Corporates - - - - 165,160 - - 165,160 
Retail exposures - - - - - - - - 
Exposures secured by mortgages on immovable 
property - - - - - - - - 

Exposures in default - - - - - - - - 
Exposures associated with particularly high risk - - - - - - - - 
Covered bonds - 1,000 - - - - - 1,000 
Exposures to institutions and corporates with a short-
term credit assessment - - 64,990 118,073 - 8,161 - 191,225 

Units or shares in collective investment undertakings - - - - - - - - 
Equity exposures - - - - - - - - 
Other items - - - - 220,819 - - 220,819 

TOTAL - 1,000 72,298 118,073 386,119 8,161 - 585,652 

Table 9 – Standardised approach with risk weights (EU CR5) 

 

Credit risk mitigation (CRM) 

To help manage its balance sheet, NTGS is using collateral and risk participation arrangements with 
The Northern Trust Company as credit risk mitigation techniques.  

Table 10 below presents a breakdown of the secured and unsecured exposures by mitigation 
technique used as at 31 December 2021. 

Template EU CR3 –  CRM techniques overview:  Disclosure of the use of credit risk mitigation techniques  (€000) 
            
 

Unsecured 
carrying 
amount 

Secured 
carrying 
amount 

      
 

Of which 
secured by 

collateral 

Of which 
secured by 

financial 
guarantees 

  

  

Of which 
secured by 

credit 
derivatives 

Cash balances at central banks 5,278,402 - - - - 
Other demand deposits 270,973 - - - - 
Loans and advances 72,890 920,019 920,019 - - 
Debt securities 582,240 - - -  

Total 6,204,505 920,019 920,019 - - 
     Of which non-performing exposures - - - - - 
            Of which defaulted  - -    

Table 10 – Credit risk mitigation techniques (EU CR3) 
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In addition, Table 11 below discloses a breakdown of the total credit risk exposures in the standardised 
approach, before and after applying credit risk mitigation technique, as well as the RWA applied for 
each class. 

Template EU CR4 – standardised approach – Credit risk exposure and CRM effects (€000) 
              

 Exposure classes 

Exposures before CCF and 
before CRM 

Exposures post CCF and 
post CRM 

RWAs and RWAs 
density 

On-balance 
sheet exp. 

Off-balance 
sheet exp. 

On-balance 
sheet exp. 

Off-balance 
sheet exp. RWAs RWAs 

density (%)  

Central governments or central banks 5,850,828 - 5,850,828 - - 0.00% 
Regional government or local authorities - - - - - - 
Public sector entities - - - - - - 
Multilateral development banks - - - - - - 
International organisations - - - - - - 
Institutions 945,556 19,536 17,066 19,536 7,370 20.13% 
Corporates 165,076 - 165,076 - 165,076 100.00% 
Retail - - - - - - 
Secured by mortgages on immovable property - - - - - - 
Exposures in default - - - - - - 
Exposures associated with particularly high 
risk - - - - - - 

Covered bonds 10,001 - 10,001 - 1,000 10.00% 
Institutions and corporates with a short-term 
credit assessment 231,907 334,631 231,907 334,631 191,225 33.75% 

Collective investment undertakings - - - - - - 
Equity - - - - - - 
Other items 220,819 - 220,819 - 220,819 100% 

TOTAL 7,424,188 354,167 6,495,698 354,167 585,490 8.55% 

Table 11 – Credit risk exposures and CRM effects (EU CR4) 

 

Finally, table 12 below presents a breakdown of exposures by maturity as at 31 December 2021. 

 
Template EU CR1-A: Maturity of exposures  (€000) 
  Net exposure value 

  On demand <= 1 year > 1 year  
<= 5 years > 5 years No stated 

maturity Total 

Cash balances at central banks 5,278,402 - - - - 5,278,402 
Other demand deposits 270,973 - - - - 270,973 
Loans and advances - 72,890 - - - 72,890 
Debt securities* - 567,564* 14,676 - - 582,240 
Total 5,549,375 640,454 14,676 - - 6,204,505 

Table 12 – Maturity of exposures (EU CR1-A) 

*Since 2019, NTGS SE is investing in short-term Certificates of Deposit (CDs) issued by the Swedish Central Bank (Riksbank) that are recorded 
as securities in the balance sheet. These investments are not systematically renewed and vary in size depending on the level of SEK customer 
deposits and on market conditions. That leads to some volatility in that balance sheet line.  These are short-term in nature (usually 7 days 
maturity CDs), and are eligible for inclusion in NTGS’s liquid asset buffer. Debt securities maturing in less than 1 year presented in the table 
above include Riksbank CDs in the value of €557m as at 31 December 2021. 

Securities are accounted for at amortised cost, as they are intended to be held until maturity to collect contractual cash-flows, helping to 
mitigate the potential price volatility arising from FX and market movements. 
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6.3 Counterparty credit risk  

Pillar 1 capital requirements for NTGS include counterparty credit risk (CCR) and credit value 
adjustment (CVA) amounts calculated in accordance with CRR 2 rules, by applying the Original 
Exposure Method (OEM) approach. 

As of 31 December 2021, NTGS continues to leverage its usage of currency swap transactions to 
facilitate its placement of cash with the parent TNTC. This allows the exposure to be collateralised 
with cash without the need to rely on other collateral pledges (i.e. securities). These swaps are 
typically of an overnight nature, and the notional is recorded off-balance sheet. Given the hedged 
nature of these instruments (swaps), NTGS is not exposed to FX rate fluctuations, the amounts in other 
currencies (mainly USD) to be received back at maturity as well as the currencies returned to TNTC are 
known from the outset. 

Referring to CRR 2 Art. 439, 444 and 452, Table 13 below presents the CCR exposures of NTGS as at 
31 December 2021. 

Template EU CCR1 – Analysis of CCR exposure by approach (€000) 
                  

  
Replace-

ment 
cost 
(RC) 

Potential 
future 

exposure  
(PFE) 

EE 
PE 

Alpha used 
for 

computing 
regulatory 
exposure 

value 

Exposure 
value pre-

CRM 

Exposure 
value 

post-CRM 

Expo-
sure 

value 
RWEA 

EU - Original Exposure 
Method (for derivatives) 451 106,725  1.4 150,046 162 162 162 

EU - Simplified SA-CCR 
(for derivatives) - -  1.4 - - - - 

SA-CCR (for derivatives) - -  1.4 - - - - 
IMM (for derivatives  
and SFTs) 

  - - - - - - 

Total     150,046 162 162 162 

Table 13 – CCR exposures by approach (EU CCR1) 
 
CRM method used for CCR is the same as applied for credit risk (NTGS is using securities as collateral 
pledged by The Northern Trust Company as credit risk mitigation techniques for intragroup 
exposures). 

The next table summarizes the related CVA regulatory calculations. 
Template EU CCR2 – Transactions subject to own funds requirements for CVA risk  (€000)     
      

 Exposure 
value RWEA  

Total transactions subject to the Advanced method - -  
   (i) VaR component (including the 3× multiplier)  -  
   (ii) stressed VaR component (including the 3× multiplier)  -  
Transactions subject to the Standardised method 158 46  
Transactions subject to the Alternative approach (Based on the Original Exposure Method) - -  
Total transactions subject to own funds requirements for CVA risk  158 46  

Table 14 – Transactions subject to CVA risk (EU CCR2) 
 
As at 31 December 2021, NTGS did not hold any credit derivatives, exposure to central counterparties. 
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6.4 Operational risk capital requirement 

Pillar 1 capital requirements for NTGS also include operational risk amounts calculated in accordance 
with CRR 2 rules. NTGS uses the basic indicator approach (BIA) approach to determine the Pillar 1 
operational risk capital requirements. Table 15 shows the NTGS operational risk own funds 
requirements for the year 2021. 

 
Template EU OR1 - Operational risk own funds requirements and risk-weighted exposure amounts (€000) 
            

Banking activities 
Relevant indicator Own funds 

requirements 
Risk exposure 

amount Year-3 Year-2 Last year 

Banking activities subject to basic indicator approach (BIA) 192,064 191,931 222,865 30,343 379,287 

Banking activities subject to standardised (TSA) / 
alternative standardised (ASA) approaches - - - - - 

Subject to TSA: - - -   

Subject to ASA: - - -   

Banking activities subject to advanced measurement 
approaches AMA - - - - - 

Table 15 – Operational risk (EU OR1) 

6.5 Market risk capital requirement 

Finally, Pillar 1 capital requirements for NTGS include market risk calculated in accordance with CRR 2 
rules, by applying the standardised approach for foreign exchange risk. As NTGS does not maintain a 
trading book within the meaning of CRR 2, the only market risk exposure addressed in this section is 
the foreign exchange risk in the banking book. The FX risk net exposure subject to capital charge does 
not exceed the threshold, therefore the market risk templates related to trading book are not 
presented. However Table 15 below presents a breakdown of long and short FX positions as at 31 
December 2021, with the related exposure amount and own funds requirement. 

 
Market risk - foreign exchange risk (€000) 

                  
  ALL POSITIONS NET POSITIONS POSITIONS SUBJECT TO  

CAPITAL CHARGE Own funds 
requirement 

Risk 
exposure 

amount   LONG SHORT LONG SHORT LONG SHORT 

All positions 39,628,008 39,629,465 1,141 2,598 1,141 2,598 208 2,598 

Table 16 – Market risk (foreign exchange) 
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7 Capital buffers 

In addition to meeting the applicable minimum Pillar 1 and Pillar 2 capital requirements described 
above, NTGS is required to hold additional Common Equity Tier 1 capital to cover capital to meet 
CRR/CRD capital buffer requirements.  

These buffers, comprising the Capital Conservation Buffer (‘CCoB’) and the Counter-cyclical Capital 
Buffer (‘CCyB’), are designed to ensure that banks accumulate sufficient high quality capital that is 
capable of absorbing losses in stressed periods. 

 

7.1 Capital conservation buffer (‘CCoB’) 

From 1 January 2019 NTGS is required to calculate a CCoB at the rate of 2.5% applied against risk 
weighted assets. The CCoB objective is to conserve capital. When a bank breaches the buffer, 
automatic safeguards apply to limit the amount of dividend and bonus payments it can make. 

 

7.2 Counter-cyclical buffer (‘CCyB’) 

NTGS is required to calculate an institution-specific CCyB based on a weighted average of the CCyB 
rates applied in the countries where its relevant credit exposures are located.   

A designated authority in each EU member state is responsible for setting the CCyB rate in that 
member state on a quarterly basis, taking into account various macro-prudential indicators including 
the growth in the provision of credit and changes in the ratio of credit to GDP. The European Systemic 
Risk Board (ESRB) is an independent body of the EU and is part of the European System of Financial 
Supervision (ESFS), the purpose of which is to ensure the supervision of the EU's financial system. The 
ESRB is responsible for setting the rate in Luxembourg. The ESRB may also recognise the CCyB rates 
applied by responsible authorities in other EU member states and other foreign authorities. 

Referring to CRR 2 Art. 440(b), the amount of the NTGS countercyclical capital buffer is disclosed in 
Table 17 below. 

 
Template EU CCyB2 - Amount of institution-specific countercyclical capital buffer (€000) 
   

Total risk exposure amount 967,583 
Institution specific countercyclical capital buffer rate 0.11% 
Institution specific countercyclical capital buffer requirement 1,107 

Table 17 – Countercyclical capital buffer (EU CCyB2) 

 

NTGS will continue to calculate its CCyB in accordance with the rates prescribed by the ESRB. 

Referring to CRR 2 Art. 440(a), NTGS’s relevant credit exposures to counterparties in those jurisdictions 
where a CCyB has been set is disclosed in Table 18 below. 
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Template EU CCyB1 - Geographical distribution of credit exposures relevant for the calculation of the countercyclical buffer (€000) 
                            

 
General credit exposures Relevant credit exposures – 

Market risk 
Securitisation 

exposures   
Total 

exposure 
value 

Own fund requirements 

Risk-
weighted 
exposure 
amounts 

Own fund 
requirements 

weights 
(%) 

Countercyclical 
buffer rate (%) 

 

 

Exposure 
value under 

the 
standardised 

approach 

Exposure 
value 

under the 
IRB 

approach 

Sum of long and 
short positions 
of trading book 

exposures for 
SA 

Value of 
trading book 

exposures for 
internal 
models 

Exposure 
value for 

non-trading 
book 

Relevant 
credit risk 
exposures 

- Credit 
risk 

Relevant 
credit 

exposures 
– Market 

risk 

Relevant credit 
exposures – 

Securitisation 
positions in the non-

trading book  

 Total 

Breakdown by country:                           
UNITED ARAB EMIRATES 1,265 - - - - 1,265 51 - - 51 633 0.13% 0.00% 
ARGENTINA 339 - - - - 339 14 - - 14 169 0.03% 0.00% 
AUSTRIA 277 - - - - 277 11 - - 11 138 0.03% 0.00% 
AUSTRALIA 2,326 - - - - 2,326 93 - - 93 1,166 0.23% 0.00% 
BELGIUM 2,662 - - - - 2,662 43 - - 43 536 0.11% 0.00% 
BERMUDA 14,478 - - - - 14,478 1,158 - - 1,158 14,478 2.86% 0.00% 
BRAZIL 16,110 - - - - 16,110 644 - - 644 8,055 1.59% 0.00% 
CANADA 69,562 - - - - 69,562 1,113 - - 1,113 13,912 2.75% 0.00% 
SWITZERLAND 92,584 - - - - 92,584 2,081 - - 2,081 26,014 5.15% 0.00% 
CHILE 1,874 - - - - 1,874 75 - - 75 937 0.19% 0.00% 
CHINA 48 - - - - 48 1 - - 1 10 0.00% 0.00% 
COLOMBIA 123 - - - - 123 10 - - 10 123 0.02% 0.00% 
CZECH REPUBLIC 165 - - - - 165 7 - - 7 82 0.02% 0.50% 
GERMANY 1,719 - - - - 1,719 69 - - 69 860 0.17% 0.00% 
DENMARK 969 - - - - 969 16 - - 16 196 0.04% 0.00% 
EGYPT 7,075 - - - - 7,075 283 - - 283 3,538 0.70% 0.00% 
FRANCE 124,612 - - - - 124,612 4,984 - - 4,984 62,306 12.33% 0.00% 
UNITED KINGDOM 85,018 - - - - 85,018 2,276 - - 2,276 28,448 5.63% 0.00% 
GUERNSEY 2 - - - - 2 0 - - 0 2 0.00% 0.00% 
GHANA 1,143 - - - - 1,143 91 - - 91 1,143 0.23% 0.00% 
HONG KONG 4,355 - - - - 4,355 70 - - 70 871 0.17% 1.00% 
HUNGARY 97 - - - - 97 4 - - 4 49 0.01% 0.00% 
INDONESIA 4,373 - - - - 4,373 175 - - 175 2,187 0.43% 0.00% 
IRELAND 3,200 - - - - 3,200 256 - - 256 3,200 0.63% 0.00% 
ISRAEL 2,777 - - - - 2,777 111 - - 111 1,389 0.27% 0.00% 
INDIA 4,967 - - - - 4,967 199 - - 199 2,484 0.49% 0.00% 
JORDAN 1 - - - - 1 0 - - 0 0 0.00% 0.00% 
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Template EU CCyB1 - Geographical distribution of credit exposures relevant for the calculation of the countercyclical buffer (€000) - continued 
              
JAPAN 11,576 - - - - 11,576 218 - - 218 2,730 0.54% 0.00% 
KENYA 208 - - - - 208 17 - - 17 208 0.04% 0.00% 
KOREA, REPUBLIC OF 4,770 - - - - 4,770 76 - - 76 954 0.19% 0.00% 
CAYMAN ISLANDS 4,400 - - - - 4,400 352 - - 352 4,400 0.87% 0.00% 
LUXEMBOURG 55,477 - - - - 55,477 3,837 - - 3,837 47,964 9.49% 0.50% 
MOROCCO 76 - - - - 76 6 - - 6 76 0.02% 0.00% 
MEXICO 452 - - - - 452 18 - - 18 226 0.04% 0.00% 
MALAYSIA 1,678 - - - - 1,678 27 - - 27 336 0.07% 0.00% 
NIGERIA 4,368 - - - - 4,368 349 - - 349 4,368 0.86% 0.00% 
NETHERLANDS 7,958 - - - - 7,958 598 - - 598 7,478 1.48% 0.00% 
NORWAY 12,667 - - - - 12,667 123 - - 123 1,537 0.30% 1.00% 
NEW ZEALAND 2,173 - - - - 2,173 35 - - 35 435 0.09% 0.00% 
PERU 1 - - - - 1 0 - - 0 0 0.00% 0.00% 
PHILIPPINES 454 - - - - 454 7 - - 7 91 0.02% 0.00% 
PAKISTAN 30 - - - - 30 1 - - 1 15 0.00% 0.00% 
POLAND 701 - - - - 701 28 - - 28 351 0.07% 0.00% 
RUSSIAN FEDERATION 8,438 - - - - 8,438 675 - - 675 8,438 1.67% 0.00% 
SAUDI ARABIA 473 - - - - 473 19 - - 19 236 0.05% 0.00% 
SWEDEN 58,856 - - - - 58,856 979 - - 979 12,241 2.42% 0.00% 
SINGAPORE 2,543 - - - - 2,543 41 - - 41 509 0.10% 0.00% 
THAILAND 747 - - - - 747 30 - - 30 374 0.07% 0.00% 
TAIWAN, PROVINCE OF 
CHINA 9,564 - - - - 9,564 153 - - 153 1,913 0.38% 0.00% 

UGANDA 3 - - - - 3 0 - - 0 3 0.00% 0.00% 
UNITED STATES 253,645 - - - - 253,645 18,343 - - 18,343 229,293 45.38% 0.00% 
VIET NAM 722 - - - - 722 12 - - 12 144 0.03% 0.00% 
SOUTH AFRICA 5,441 - - - - 5,441 653 - - 653 8,161 1.61% 0.00% 

TOTAL 889,540 - - - - 889,540 40,432 - - 40,432 505,405 100%   

Table 18 – Geographical distribution of credit exposures relevant for the calculation of the countercyclical buffer (EU CCyB1)
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8 Leverage ratio 

8.1 Overview 

The leverage ratio is an additional supervisory tool designed to assist in managing the risks of excessive 
leverage. It is calculated by dividing Tier 1 capital by the quarter-end balance for on and most off-
balance sheet exposures prior to any application of risk weighting, netting or collateral. 

NTGS was required to report its leverage ratios during an observation period. Effective from June 
2021, the leverage ratio is established at 3% as a global binding minimum ratio, which is being 
monitored on a daily basis by the Bank.  

NTGS’s leverage ratio has remained at all times well in excess of the EBA regulatory minimum 3% 
implemented by CRR2. 

8.2 Leverage ratio breakdown 

NTGS’s leverage ratio as at 31 December 2021 calculated in accordance with CRR2 Art. 429 and 499(2).  
All information is provided on a solo basis. 

Referring to CRR 2 Art. 451(1)(b), Tables 19 and 20 below show the reconciliation of the leverage ratio 
exposures with the relevant information in the NTGS financial statements (regulatory scope: FINREP), 
and respectively a breakdown of leverage ratio exposures.  

 
Template EU LR1 - LRSum: Summary reconciliation of accounting assets and leverage ratio exposures  (€000)   
 Applicable amount 
Total assets as per published financial statements 7,436,851 
Adjustment for entities which are consolidated for accounting purposes but are outside the scope of 
prudential consolidation 

 

(Adjustment for securitised exposures that meet the operational requirements for the recognition of risk 
transference) 

 

(Adjustment for temporary exemption of exposures to central banks (if applicable))  

(Adjustment for fiduciary assets recognised on the balance sheet pursuant to the applicable accounting 
framework but excluded from the total exposure measure in accordance with point (i) of Article 429a(1) 
CRR) 

 

Adjustment for regular-way purchases and sales of financial assets subject to trade date accounting  

Adjustment for eligible cash pooling transactions  

Adjustment for derivative financial instruments 150,046 
Adjustment for securities financing transactions (SFTs)  

Adjustment for off-balance sheet items (ie conversion to credit equivalent amounts of off-balance sheet 
exposures) 20,308 

(Adjustment for prudent valuation adjustments and specific and general provisions which have reduced 
Tier 1 capital) 

 

(Adjustment for exposures excluded from the total exposure measure in accordance with point (c) of 
Article 429a(1) CRR) 

 

(Adjustment for exposures excluded from the total exposure measure in accordance with point (j) of 
Article 429a(1) CRR) 

 

Other adjustments (12,663) 

Total exposure measure 7,594,542 

Table 19 – Leverage ratio exposures reconciliation (EU LR1) 

 

Refer to section 4.2 of this document for more details on financial statements reconciliation. 
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Template EU LR3 - LRSpl: Split-up of on balance sheet exposures (excluding derivatives, SFTs and exempted exposures)  (€000)   
  CRR leverage  

ratio exposures 
Total on-balance sheet exposures (excluding derivatives, SFTs, and exempted exposures), of which: 7,424,188 

Trading book exposures - 
Banking book exposures, of which: 7,424,188 

Covered bonds 10,001 
Exposures treated as sovereigns 5,850,828 
Exposures to regional governments, MDB, international    organisations and PSE, not treated as 
sovereigns 

 

Institutions 1,177,463 
Secured by mortgages of immovable properties  

Retail exposures  

Corporates 165,076 
Exposures in default  

Other exposures (eg equity, securitisations, and other non-credit obligation assets) 220,819 

Table 20 – Leverage ratio exposures breakdown (EU LR3) 

Referring to CRR 2 Art. 451(1)(a)(b) and Art. 451(3), Table 21 below presents the leverage ratio 
common disclosure for 2021 and 2020. The main component of the leverage exposure measure is 
represented by on-balance sheet items. 

Template EU LR2 - LRCom: Leverage ratio common disclosure  (€000) 2021 2020 
   
 CRR leverage ratio exposures 

On-balance sheet exposures (excluding derivatives and SFTs)     
On-balance sheet items (excluding derivatives, SFTs, but including collateral) 7,424,188 6,931,204 
Gross-up for derivatives collateral provided, where deducted from the balance sheet assets 
pursuant to the applicable accounting framework - - 

(Deductions of receivables assets for cash variation margin provided in derivatives transactions) - - 
(Adjustment for securities received under securities financing transactions that are recognised as 
an asset) - - 

(General credit risk adjustments to on-balance sheet items) - - 
(Asset amounts deducted in determining Tier 1 capital) - (165,806) 
Total on-balance sheet exposures (excluding derivatives and SFTs)  7,424,188 6,765,399 
Derivative exposures     
Replacement cost associated with SA-CCR derivatives transactions (ie net of eligible cash variation 
margin) - 13,578 

Add-on amounts for potential future exposure associated with  SA-CCR derivatives transactions  - 29,574 
Exposure determined under Original Exposure Method 150,046 - 

(Exempted CCP leg of client-cleared trade exposures) (SA-CCR) - - 
(Exempted CCP leg of client-cleared trade exposures) (simplified standardised approach) - - 
(Exempted CCP leg of client-cleared trade exposures) (Original Exposure Method) - - 

Total derivatives exposures  150,046 43,152 
Securities financing transaction (SFT) exposures   

Total securities financing transaction exposures - - 
Other off-balance sheet exposures    

Off-balance sheet exposures at gross notional amount 557,249 100,000 
(Adjustments for conversion to credit equivalent amounts) (536,941) (90,000) 

(General provisions deducted in determining Tier 1 capital and specific provisions associated 
associated with off-balance sheet exposures) - - 

Off-balance sheet exposures 20,308 10,000 
Excluded exposures   

(Total exempted exposures) - - 
Capital and total exposure measure   

Tier 1 capital 648,473 533,979 
Total exposure measure 7,594,542 6,818,551 
Leverage ratio   

Leverage ratio (%) 8.54% 7.83% 
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Template EU LR2 - LRCom: Leverage ratio common disclosure (€000) - continued  2021 2020 
Leverage ratio (excluding the impact of the exemption of public sector investments and 
promotional loans) (%) - - 

Leverage ratio (excluding the impact of any applicable temporary exemption of central bank 
reserves) (%) - - 

Regulatory minimum leverage ratio requirement (%) 3.00% - 
Additional own funds requirements to address the risk of excessive leverage (%)  - - 
     of which: to be made up of CET1 capital - - 
Leverage ratio buffer requirement (%) - - 
Overall leverage ratio requirement (%) 3.00% - 
Disclosure of mean values   

Mean of daily values of gross SFT assets, after adjustment for sale accounting transactions and 
netted of amounts of associated cash payables and cash receivable - - 

Quarter-end value of gross SFT assets, after adjustment for sale accounting transactions and 
netted of amounts of associated cash payables and cash receivables - - 

Total exposure measure (including the impact of any applicable temporary exemption of central 
bank reserves) incorporating mean values from row 28 of gross SFT assets (after adjustment for 
sale accounting transactions and netted of amounts of associated cash payables and cash 
receivables) 

7,594,542 6,818,551 

Total exposure measure (excluding the impact of any applicable temporary exemption of central 
bank reserves) incorporating mean values from row 28 of gross SFT assets (after adjustment for 
sale accounting transactions and netted of amounts of associated cash payables and cash 
receivables) 

7,594,542 6,818,551 

Leverage ratio (including the impact of any applicable temporary exemption of central bank 
reserves) incorporating mean values from row 28 of gross SFT assets (after adjustment for sale 
accounting transactions and netted of amounts of associated cash payables and cash receivables) 

8.54% 7.83% 

Leverage ratio (excluding the impact of any applicable temporary exemption of central bank 
reserves) incorporating mean values from row 28 of gross SFT assets (after adjustment for sale 
accounting transactions and netted of amounts of associated cash payables and cash receivables) 

8.54% 7.83% 

Table 21 – Leverage ratio common disclosure (EU LR2) 

 

The leverage exposures and leverage ratio for NTGS are mainly influenced by its Liquidity and 
Investment Policy. To manage the risk of excessive leverage, NTGS ensures appropriate management 
of assets and liabilities. This manifests itself through the majority of proceeds from client deposits 
being placed with central banks. Furthermore, NTGS monitors the leverage ratio on an ongoing basis 
as part of its wider risk management framework.  

The leverage ratio over the reference period was impacted mainly by the growth in the balance sheet. 
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9 Asset encumbrance 

9.1 Overview 

Consistent with the EBA guidelines NTGS considers an asset to be encumbered if it has been pledged 
or if it is subject to any form of arrangement to secure, collateralize or credit-enhance any on-balance-
sheet or off-balance-sheet transaction from which it cannot be freely withdrawn. This includes assets 
which are subject to any restrictions on withdrawal, including a requirement for prior approval or 
replacement with other assets. 

9.2 Asset encumbrance disclosures 

Asset encumbrance is not a key feature of NTGS’s funding model which is primarily driven by 
unsecured client deposits. Asset encumbrance may be considered in a stressed liquidity environment 
where NTGS’s stock of eligible debt securities could be used to borrow funds on a secured basis from 
third parties. 

For the year to 31 December 2021 the only source of asset encumbrance was a €500,000 government 
bond pledged in support of NTGS’s client custody activities. This pledge is designed to protect against 
potential shortfalls in client custody assets as required under UK Client Asset rules. 

NTGS’s median quarterly balance of encumbered assets for the year to 31 December 2021 was €0.5 
million. 

Referring to CRR 2 Art. 443 disclosure requirements, Tables 22 and 23 below present information on 
encumbered assets for NTGS. 

Template EU AE1 - Encumbered and unencumbered assets (€000) 
         

  
Carrying amount 
of encumbered 

assets 

Fair value of 
encumbered assets 

Carrying amount of 
unencumbered assets 

Fair value of 
unencumbered assets 

    

of which 
notionall
y eligible 

EHQLA 
and 

HQLA 

  

of which 
notionall
y eligible 

EHQLA 
and 

HQLA 

  

of which 
EHQLA 

and 
HQLA 

  

of which 
EHQLA 

and 
HQLA 

Assets of the disclosing institution 500 500   7,582,452 581,740   

Equity instruments - - - - - - - - 
Debt securities 500 500 500 500 581,740 581,740 581,740 581,740 

of which: covered bonds 500 500 500 500 9,502 9,502 9,502 9,502 
of which: issued by   
financial corporations 500 500 500 500 9,502 9,502 9,502 9,502 

Other assets - -   7,000,712 -   

Table 22 – Encumbered and unencumbered assets (EU AE1) 

NTGS does not consider that any of the balance reported as “other assets” above to be available for 
encumbrance in the normal course of its business. 

Template EU AE1 - Encumbered and unencumbered assets (€000) 
      

  
Matching liabilities, 

contingent liabilities or 
securities lent 

Assets, collateral received 
and own 

debt securities issued other 
than covered bonds and 

securitisations encumbered 

Carrying amount of selected financial liabilities - - 

Table 23 – Encumbered and unencumbered assets (EU AE3) 
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10 Remuneration 

10.1 Board of Directors 

All executive directors of the NTGS Board are required to obtain approval for any directorships held in 
organisations external to Northern Trust. Non-executive directors are required to avoid taking up any 
appointments during their tenure which would give rise to a conflict of interest. During the 2021 
performance year, three directors of the NTGS Board held a total of 33 directorships for organisations 
outside of Northern Trust. 

10.2 Qualitative disclosures 

Governance and Compensation Policies 

The Northern Trust (NTC) Compensation and Benefits Committee (CBC) is a committee of the Board 
of the parent company headquartered in Chicago IL, USA. The CBC has primary responsibility for 
ensuring that compensation programs align with our philosophy and objectives, including oversight of 
the processes through which the company reviews its incentive plans within the context of business 
risk mitigation. 

The CBC consists of independent NTC non-executive directors and has Meridian Compensation 
Partners as its independent consultant. The CBC confers with its independent compensation 
consultant to ensure that decisions and actions are consistent with stockholders’ long-term interests 
and compensation-related best practices within the financial services industry, including effective risk 
management within our compensation framework. 

A Compensation Committee (NTGS SE CC) has also been established at a local level, consisting of three 
independent non-executive directors of the NTGS SE Board (including the chair), the Head of 
Compensation and Regulatory Reward, EMEA (standing attendee) and Head of HR, Continental Europe 
(standing attendee). The role of the NTGS SE CC is to provide support and advice to the NTGS SE Board 
of Directors on the design and review of the NTGS SE compensation policies, practices and processes, 
and to monitor and implement the NTGS SE regulatory compensation requirements. The purpose of 
NTGS SE CC is to ensure remuneration policies and processes are in line with the requirements of the 
Luxembourg law implementing the European Directive (“CRD V Luxembourg Law”) and provisions in 
relation to remuneration policies into the Luxembourg law on the financial sector (“the LFS”). The 
terms of reference for the NTGS SE CC sets out the details on roles and responsibilities. 

NTC’s Total Compensation Policy applies to all employees globally and contains addendums 
specifically related to EU remuneration requirements for employees operating in EU regulated 
countries. The CBC reviews the Total Compensation Policy on an annual basis. 

Furthermore, NTGS SE has established a Total Compensation Policy in line with the requirements of 
the LFS, CRD V Luxembourg Law and the EBA Guidelines. NTGS SE Total Compensation Policy applies 
to all employees in NTGS SE. The NTGS SE Board of Directors approve and regularly review the general 
principles of this Total Compensation Policy following a recommendation by NTGS SE CC. Information 
on guaranteed variable remuneration and severance payments are set out in a separate guideline and 
policy respectively. 

NTGS has established a suitability assessment committee as a specialised committee of the Board of 
Directors, a diversity policy, a suitability assessment policy and a Fitness & Proprietary (“F&P”) policy. 
These apply to individuals identified as being members of the NTGS SE Board of Directors (‘BoD’) and 
Authorised Management (‘AM’), together the ‘Management Body’ or other regulated roles. The 
purpose of the diversity policy is to ensure that appropriate measures are taken in relation to diversity 
requirements in accordance with the values of Northern Trust and the regulatory requirements, the 
EBA Guidelines and the Law.  
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The suitability assessment committee assesses the suitability requirements under the EBA guidelines 
using the NTGS suitability assessment policy and associated suitability assessment methodology. The 
key areas reviewed under the NTGS suitability assessment policy are: 

- Reputation, honesty and integrity, 

- Knowledge, skills and experience, 

- Independence of mind, and 

- The level of time available to commit to the duties. 

While performing its assessment of suitability of members of the NTGS Management Body, the 
suitability assessment committee is taking into account the diversity requirements. 

 

Material Risk Takers 

Employees whose professional activities have a material impact on NTGS SE risk profile are classified 
as performing Material Risk Taker (“MRT”) roles in accordance with the criteria set out in the European 
Regulation (EU) No 2021/923, and have been categorised as: 

• "Senior Manager MRT" – those identified as members of the management body and senior 
management per paragraph 3(1)(a) of Article 92 of the CRD V.   

• “Standard MRT” – those  that could have the ability to impact the risk profile of NTGS SE; 
however these all operate within appropriate governance structures and under delegated 
authorised limits from Senior Managers.  

Partners identified as MRTs for performing an executive function role in more than one regulated 
entity (“Group MRTs”) will be subject to the remuneration rules aligned to their primary regulator. 
This is based on the regulated entity to which they provide the majority of their services (i.e. on the 
basis of role pre-dominance in an entity).  

Compensation design 

Remuneration design and structure at NTC focuses on all elements of total compensation and 
differentiation to avoid entitlement and to develop a high performance culture. In addition to fixed 
remuneration, NTC offers variable remuneration which includes short-term and long-term incentives 
where appropriate. Risk and Compliance employees have incentive awards funded from the Corporate 
Risk & Compliance pool and are not impacted by the business funding. 

At the start of the performance year, the NTC Board of Directors approves a profit plan which includes 
detail on projected performance outlook and competitive requirements for incentive compensation. 
The profit plan determination includes risk considerations including reserves for credit and 
operational losses and other risk assessments. The CBC then reviews the initial cash incentive pool 
accrual at the corporate level based on a competitive target percentage range of the pre-tax income 
projections included in the profit plan. 

The initial accrual level takes into consideration financial performance factors including affordability 
and risk considerations. The corporate cash incentive pool is funded based on the actual performance 
of the Corporation as measured by pre-tax income in early December, with the ability to add or claw 
funding back post-performance period when the actuals have been determined. 

NTC’s Chief Risk Officer (CRO) participates in funding and allocation discussions that inform the 
recommendation to the CBC of corporate pool funding level as well as Business Unit allocation.  
Corporate Risk Management has developed a process to track and consolidate risk events and key 
metrics for the plan year and this information is provided to Business Unit leaders and managers for 
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incorporation in performance review and throughout the plan year. The CRO uses the Enterprise and 
Business Unit Risk Performance Scorecards and any known Significant Risk Outcomes to inform 
recommendations to the CBC regarding any risk adjustments to the overall funding or business unit 
allocations. The CRO participates in quarterly discussions with the Chief Financial Officer and Chief 
Human Resources Officer regarding the financial performance as well as consideration of risk factors 
such as credit loss reserves and operational losses. Once the cash incentive allocation to Business Units 
has been determined, the Business Unit President reviews financial performance and any risk factors 
to determine allocation of the cash incentive pool. The Business Unit Chief Financial Officer and 
Business Unit Chief Risk Officer (with input from the EMEA CRO and NTGS SE CRO) participate in this 
review. 

The Board of Directors and Authorized Management of NTGS SE are also provided with the Finance 
and Risk Scorecard for NTGS SE as part of the global incentive risk management processes to ensure 
that they can feed back into the corporate process. Performance against these criteria is measured 
using both quantitative and qualitative criteria.  

Annual review processes for all employees include performance expectations related to the 
monitoring and mitigation of risk. In completing the annual performance evaluation and 
compensation planning, managers receive information on how to incorporate appropriate 
performance expectations relative to the management of risk into the review process. As part of the 
annual salary review and incentive process, managers recommend total compensation reflecting their 
discretionary assessment of specific objective and subjective factors including performance against 
risk expectations. 

When choosing appropriate measures for team and individual goals, these goals are aligned with those 
of the business. As these business and financial goals are achieved, employees are rewarded 
accordingly to reinforce the value of their contribution. In order to determine an individual’s pay and 
incentive allocation, managers will take into consideration discretionary assessment of specific 
objective and subjective factors such as: 

• corporate and business unit performance; 
• performance within a standard risk expectation for all employees; 
• prior and expected individual performance and long term impact; and  
• teamwork and individual contributions. 

Employees engaged in the internal control functions are independent from the business units they 
oversee and have appropriate authority. They are remunerated in accordance with the achievement 
of the objectives linked to their functions, and the amount of their variable compensation is not linked 
to the performance of the business units they control. 

All employees within NTC are eligible for an incentive payment subject to performance. Performance 
factors can result in no increase to base pay and/or a zero cash incentive award for a specific 
performance period. 

The short-term incentive (STI) and long-term incentive (LTI) mix was determined for employees 
according to a fixed structure based on the total incentive award amount. The purpose of the LTI cash 
and equity awards is to link current and future business leaders to overall long term performance of 
the organisation. For performance year 2021, the minimum total incentive award for receiving a LTI 
award was US$75,000. Incentive splits for MRTs and other regulated roles were administered 
according to regulatory requirements and the deferral and vesting of variable remuneration was in 
accordance with the CRD V remuneration rules.  

Total variable remuneration consists of a combination of three components for Material Risk Takers: 

• STI Cash  
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• STI Equity1 typically granted in the form of Restricted Stock Units (RSU), which vest 
immediately 

• LTI Deferred Equity1,2 typically granted in the form of RSUs   
 

1At the time of vest, delay in distribution/hold period is applicable on STI and LTI awards delivered in equity. The equity 
award is distributed 12 months after it vests.  
2In accordance with CRD V remuneration requirements, deferred awards are subject to performance adjustment 
consideration at time of vesting. 

The deferral period for MRTs solely identified for NTGS SE is: 

• 5 years for Senior Manager MRTs vesting on a pro-rata basis of 20% per year, beginning on 
the first anniversary of the first day of the month after the month of grant; 

• 4 years for Standard MRTs vesting on a pro-rata basis of 25% per year, beginning on the first 
anniversary of the first day of the month after the month of grant. 

Where MRTs are identified for other regulated entities with longer deferral periods, the more 
stringent rules apply. 

The MRT remuneration structure does not apply where total incentive award is no more than €50,000 
and total incentive is no more than one third of total remuneration. 

There is a set limit on the amount of incentive compensation that can be paid in relation to fixed 
compensation. This is referred to as the bonus cap. The maximum incentive compensation that an 
MRT can receive is 100% of their fixed compensation. Under exceptional and limited circumstances, 
the bonus cap may be extended to a higher ratio which may reach up to 200% of the fixed component 
of the total remuneration for the MRT. This would be subject to shareholder approvals on an annual 
basis and compliance with both the procedure set out in article 38-6 of the LFS and the notification 
requirements of the CSSF Circular 15/622. 

10.3 Quantitative disclosures 

The NTGS SE CC met four times during the 2021 performance year. The independent non-executive 
directors who are members of this committee are also members of other committees and as such, the 
fixed remuneration they receive relates to their full duties and not just the NTGS SE CC duties. All NTGS 
SE CC members are MRTs; the 2021 total fixed remuneration for these members was €0.4m, with no 
variable remuneration awarded.   

The CBC met four times during the 2021 performance year. The directors who act as members of the 
CBC are also members of other committees of the NTC Board and as such the remuneration they 
receive relates to their full duties and not just the CBC duties. Total remuneration paid to the CBC 
members for 2021 was US$1.3m and this was awarded in a combination of stock and cash.  Full details 
of these awards are available in the 2022 NTC Proxy Statement.  

Referring to CRR 2 Art. 450(1)(h)(i)-(ii) NTGS discloses the information in Table 24 below regarding 
remuneration awarded for the financial year 2021. 

 
Template EU REM1 - Remuneration awarded for the financial year (€000) 
            

  MB Supervisory 
function 

MB Management 
function  

Other senior 
management 

Other identified 
staff 

Fixed 
remuneration 

Number of identified staff 5 4 12 12 

Total fixed remuneration 1,751 1,008 3,566 2,633 
Of which: cash-based 1,751 1,008 3,566 2,633 
Of which: shares or equivalent 
ownership interests - - - - 
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Of which: share-linked instruments 
or equivalent non-cash instruments  - - - - 

Of which: other instruments - - - - 
Of which: other forms - - - - 

Variable 
remuneration 

Number of identified staff 5 4 12 12 
Total variable remuneration - 647 2,145 1,651 

Of which: cash-based - 178 692 577 
Of which: deferred - - - - 

Of which: shares or equivalent 
ownership interests - 469 1,382 1,074 

Of which: deferred - 290 828 681 
Of which: share-linked instruments 
or equivalent non-cash instruments  - - 71 - 

Of which: deferred - - 40 - 
Of which: other instruments - - - - 

Of which: deferred - - - - 
Of which: other forms - - - - 

Of which: deferred - - - - 
Total remuneration 1,751 1,654 5,712 4,284 

   Note: the information in the table above excludes identified staff that terminated during 2021. 

Table 24 – Remuneration awarded for the financial year (EU REM1) 

Referring to CRR 2 Art. 450(1)(h)(v)-(vii) NTGS discloses the information in Table 25 below regarding 
special payments to staff whose professional activities have a material impact on the Bank’s risk 
profile. 

 
Template EU REM2 - Special payments  to staff whose professional activities have a material impact on institutions’ risk profile 
(identified staff)  (€000) 
            

 MB Supervisory 
function 

MB Management 
function  

Other senior 
management 

Other 
identified staff 

Guaranteed variable remuneration awards  
Guaranteed variable remuneration awards - Number of 
identified staff - - - - 

Guaranteed variable remuneration awards -Total 
amount - - - - 

Of which guaranteed variable remuneration 
awards paid during the financial year, that are not 
taken into account in the bonus cap 

- - - - 

Severance payments awarded in previous periods, that have been paid out during the financial year 
Severance payments awarded in previous periods, that 
have been paid out during the financial year - Number 
of identified staff 

- - - - 

Severance payments awarded in previous periods, that 
have been paid out during the financial year - Total 
amount 

- - - - 

Severance payments awarded during the financial year 
Severance payments awarded during the financial year 
- Number of identified staff - 1 - - 

Severance payments awarded during the financial year 
- Total amount - 417 - - 

Of which paid during the financial year  - 417 - - 

Of which deferred - - - - 

Of which severance payments paid during the 
financial year, that are not taken into account in 
the bonus cap 

- 417 - - 

Of which highest payment that has been awarded 
to a single person - 417 - - 

Table 25 – Special payments to staff whose professional activities have a material impact on NTGS risk profile (EU REM2) 
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Referring to CRR 2 Art. 450(1)(h)(iii)-(iv) NTGS discloses the information in Table 26 below regarding deferred remuneration. 

Template EU REM3 - Deferred remuneration (€000) 
                  

Deferred and retained remuneration 

Total amount of  
deferred 

remuneration 
awarded for 

previous 
performance 

periods 

Of which 
due to vest 

in the 
financial 

year 

Of which 
vesting in 

subsequent 
financial years 

Amount of 
performance 

adjustment made in 
the financial year to 

deferred 
remuneration  that 
was due to vest in 
the financial year 

Amount of performance 
adjustment made in the 

financial year to 
deferred remuneration 
that was due to vest in 

future performance 
years 

Total amount of adjustment 
during the financial year due 

to ex post implicit 
adjustments (i.e.changes of 

value of deferred 
remuneration due to the 

changes of prices of 
instruments) 

Total amount of 
deferred 

remuneration 
awarded before 

the financial 
year actually 

paid out in the 
financial year  

Total of amount of  
deferred 

remuneration 
awarded for 

previous 
performance period 
that has vested but 

is subject to 
retention periods 

MB Supervisory function 
Cash-based - - - - - - - - 
Other instruments - - - - - - - - 
Other forms - - - - - - - - 
MB Management function 
Cash-based 84 10 74 - - - 10 0 
Shares or equivalent ownership 
interests 344 102 242 - - - 98 19 

Other instruments - - - - - - - - 
Other forms - - - - - - - - 
Other senior management 
Cash-based 313 48 265 - - - 53 - 
Shares or equivalent ownership 
interests 1,482 386 1,096 - - - 387 138 

Share-linked instruments or equivalent 
non-cash instruments  71 24 47 - - - 25 - 

Other instruments - - - - - - - - 
Other forms - - - - - - - - 
Other identified staff 
Cash-based 207 32 174 - - - 35 - 
Shares or equivalent ownership 
interests 1,072 213 859 - - - 204 89 

Other instruments - - - - - - - - 
Other forms - - - - - - - - 
Total amount 3,571 815 2,756 - - - 812 246 

Table 26 – Deferred remuneration (EU REM3) 
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Referring to CRR 2 Art. 450(1)(i) regarding remuneration of 1 million EUR or more per year, there have been no NTGS high earners qualifying for this disclosure as 
of 31 December 2021. 

Referring to CRR 2 Art. 450(1)(g) NTGS discloses the information in Table 27 below regarding remuneration of staff whose professional activities have a material 
impact on the Bank’s risk profile.  

 
Template EU REM5 - Information on remuneration of staff whose professional activities have a material impact on institutions’ risk profile (identified staff)  (€000) 
                      
 Management body remuneration Business areas  

  MB Supervisory 
function 

MB Management 
function Total MB Investment 

banking 
Retail 

banking 
Asset 

management 
Corporate 
functions 

Independent internal 
control functions All other Total  

Total number of identified staff          33 
Of which: members of the MB 5 4 9        

Of which: other senior management    - - - 2 2 8  

Of which: other identified staff    - - - 4 6 2  

Total remuneration of identified staff 1,751 1,654 3,406 - - - 3,088 2,419 4,489  

Of which: variable remuneration  - 647 647 - - - 1,315 710 1,772  

Of which: fixed remuneration  1,751 1,008 2,759 - - - 1,774 1,709 2,717  

Table 27 – Remuneration of staff whose professional activities have a material impact on NTGS risk profile (EU REM5) 
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11 Environmental, social and corporate governance (ESG) 

The publication of several guidelines (ECB guide on climate-related and environmental risks (ECB 
Guide), PRA SS3/19, circular CSSF 21/773) has led NTGS to prioritize management of climate-related 
risks within the Bank. 

NTGS is exposed to climate-related and environmental risks through its business activities and the 
geographic footprint of its operations. While NTGS will always have some level of exposure to these 
risks both today and in the future, the overall appetite for climate-related and environmental risk is 
low.  

In line with the Northern Trust Corporation’s commitment to aligning its activities with 
environmentally sustainable practices, NTGS is committed to reducing the impact its operations and 
business activity can have on the environment, both today and in the future. 

Significant progress has been made towards this goal and a detailed climate-related and 
environmental risk roadmap has been developed to guide future progress in this area. 

Circular CSSF 21/773 

This circular provides guidelines on the management of climate-related and environmental risks, the 
aim being to raise the awareness by Less Significant credit institutions (LSIs) and their management 
body on the need to consider and assess climate-related and environmental risks. The circular 
guidelines centre around 4 Pillars: the identification of risks (and its materiality), the business strategy 
and risk appetite, the risk management framework and assessment of risks, and internal governance 
(responsibilities, reporting, training). This circular is consistent with the ECB Guide adapted to LSIs. 
  



Pillar 3 Regulatory Disclosures 

 

  

51 

 

 

ANNEX A – Pillar 3 attestation letter (CRR2 art. 431) 
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ANNEX B – Disclosure of liquidity requirements 

Template EU LIQ1 - Quantitative information of LCR  (€000) 
         
Scope of consolidation: Solo          
  Total unweighted value (average) Total weighted value (average) 
Quarter ending Dec-21 Sep-21 Jun-21 Mar-21 Dec-21 Sep-21 Jun-21 Mar-21 

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

HIGH-QUALITY LIQUID ASSETS 

Total high-quality liquid assets (HQLA)  5,709,417 5,586,200 5,408,897 5,067,987 

CASH - OUTFLOWS 
Retail deposits and deposits from small business customers, of 
which: - - - - - - - - 

Stable deposits - - - - - - - - 
Less stable deposits - - - - - - - - 
Unsecured wholesale funding 6,056,567 5,826,372 5,647,568 5,257,130 2,844,370 2,885,692 2,940,621 2,712,815 
Operational deposits (all counterparties) and deposits in 
networks of cooperative banks 4,282,930 3,920,906 3,609,264 3,392,419 1,070,733 980,226 902,316 848,105 

Non-operational deposits (all counterparties) 1,773,637 1,905,466 2,038,305 1,864,710 1,773,637 1,905,466 2,038,305 1,864,710 
Unsecured debt - - - - - - - - 
Secured wholesale funding  - - - - 
Additional requirements 2,800,746 2,761,456 2,716,274 2,655,589 203,176 180,509 156,588 149,720 
Outflows related to derivative exposures and other collateral 
requirements 2,084 1,382 1,382 1,992 2,084 1,382 1,382 1,992 

Outflows related to loss of funding on debt products - - - - - - - - 
Credit and liquidity facilities - - - - - - - - 
Other contractual funding obligations 19,701 18,862 17,904 17,195 - - - - 
Other contingent funding obligations 2,778,960 2,741,213 2,696,988 2,636,403 201,092 179,128 155,207 147,728 

TOTAL CASH OUTFLOWS  3,047,545 3,066,202 3,097,209 2,862,535 
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Template EU LIQ1 - Quantitative information of LCR  (€000) - continued 
      
Scope of consolidation: Solo          
  Total unweighted value (average) Total weighted value (average) 
Quarter ending Dec-21 Sep-21 Jun-21 Mar-21 Dec-21 Sep-21 Jun-21 Mar-21 

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

CASH - INFLOWS 

Secured lending (e.g. reverse repos) - - - - - - - - 
Inflows from fully performing exposures 958,486 821,111 787,972 722,008 958,486 821,111 787,972 722,008 
Other cash inflows 3,854 2,674 2,335 1,307 3,854 2,674 2,335 1,307 

TOTAL CASH INFLOWS 962,340 823,785 790,307 723,315 962,340 823,785 790,307 723,315 

Inflows subject to 75% cap 962,340 823,785 790,307 723,315 962,340 823,785 790,307 723,315 
TOTAL ADJUSTED VALUE  
LIQUIDITY BUFFER   5,709,417 5,586,200 5,408,897 5,067,987 
TOTAL NET CASH OUTFLOWS   2,085,205 2,242,416 2,306,902 2,139,220 

LIQUIDITY COVERAGE RATIO   288% 259% 240% 242% 

 

Table 28 – Quantitative information of LCR (EU LIQ1) 

 

NTGS’ principal source of funding is client cash balances arising from the settlement of their transactions. Its global custody customers are spread across 
pension funds, investment funds, corporate customers and financial institutions, as well as an increasing geographic spread across Europe. 

 

NTGS’s stock of HQLAs is almost exclusively comprised of Central Bank deposits and level 1 securities issued by Sovereign.  

As at 31 December 2021, NTGS’s stock of HQLAs was made up of  EUR Central Bank cash [76.3%], GBP Central Bank cash [13.6%], SEK Central Bank assets 
[9.6%] and EU Sovereign securities [0.5%].
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Template EU LIQ2: Net Stable Funding Ratio  (€000) 
           

 
 Unweighted value by residual maturity    

 No 
maturity   < 6 months   6 months 

to < 1yr   ≥ 1yr  Weighted 
value 

Available stable funding (ASF) Items 
Capital items and instruments 808,655 - - - 808,655 

Own funds 808,655 - - - 808,655 
Other capital instruments  - - - - 

Retail deposits  - - - - 
Stable deposits  - - - - 
Less stable deposits  - - - - 

Wholesale funding:  6,488,472 - - 2,419,530 
Operational deposits  4,839,059 - - 2,419,530 
Other wholesale funding  1,649,413 - - - 

Interdependent liabilities  - - -  

Other liabilities:  8,820 201,327 - - - 
NSFR derivative liabilities  8,820     

All other liabilities and capital instruments not included in 
the above categories 

 - - - - 

Total available stable funding (ASF)     3,228,184 
Required stable funding (RSF) Items 
Total high-quality liquid assets (HQLA)     - 
Assets encumbered for a residual maturity of one year or more 
in a cover pool 

 - - - - 

Deposits held at other financial institutions for operational 
purposes 

 - - - - 

Performing loans and securities:  1,342,385 - 154 134,392 

Performing securities financing transactions with financial 
customer collateralised by other assets and loans and advances 
to financial institutions 

 1,342,385 - 154 134,392 

Interdependent assets  - - - - 
Other assets:  - - - 370,312 370,312 

Physical traded commodities    - - 
Assets posted as initial margin for derivative contracts and 

contributions to default funds of CCPs 
 - - - - 

NSFR derivative assets   - - - - 
NSFR derivative liabilities before deduction of variation 

margin posted  
 - - - - 

All other assets not included in the above categories  - - 370,312 370,312 
Off-balance sheet items  - - - - 
Total RSF     505,620 
Net Stable Funding Ratio (%)     638% 

Table 29 – Net Stable Funding Ratio  (EU LIQ2)   
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ANNEX C – Contact 

 

Rachel Hamen  

Authorised Manager and Chief Financial Officer 

Tel: +352 28 290 99 

Northern Trust Global Services SE 
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