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Significant events since 31 December 2023 

The NTGS Supervisory Body has undergone the following changes: 

- At the Board of Directors level: 

• The CSSF has agreed to the nomination of Mr Olivier Noël as executive member on 24 May 
2024; 

• Ms Teresa Parker has resigned as non-executive member on 25 June 2024; 

• The CSSF has agreed to the nomination of Mr Nick Gilbert as non-executive member on 17 
September 2024; 

• Mr Bernard Herman has resigned as independent non-executive member on 20 September 
2024; 

- At the Authorised Management level: 

• Mr Olivier Noël has become the CEO on 14 February 2024; 

• The CSSF has agreed to the nomination of Mr Raphaël Remond as authorised manager on 2 
May 2024. Mr Remond is the Deputy CEO of the Bank.  
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1 Introduction 

1.1 Overview 

The Pillar 3 framework was introduced by the Basel Committee on Banking Supervision (BCBS) in its 
banking reform package called Basel III in 2010, with the aim to promote market discipline through 
disclosure requirements for banks.  

The disclosures framework has been implemented at the European level through Directive (EU) 
2019/878 (CRD V), Regulation (EU) No. 575/2013 (Capital Requirements Regulation or CRR), with 
amendments made through Regulation (EU) No. 876/2019 (Capital Requirements Regulation 2 or CRR 
2). 

This document presents the qualitative and quantitative Pillar 3 disclosures for Northern Trust Global 
Services SE, referred to as “NTGS”, “NTGS SE” or “the Bank” and its branches. 

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 conducts mainly asset servicing and fund administration activities, and other ancillary services. 
Its core business is the provision of global custody, depositary and fund administration services to 
institutional clients and fund structures in the EEA and the United Kingdom in accordance with 
prescribed regulations 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). 

The NTGS structure as at 31 December 2023 is shown below. 
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Figure 1 - NTGS Structure 

1.3 Regulatory framework 

On 1 January 2014, the CRR and the fourth iteration of the Capital Requirements Directive (CRD IV) 
implemented the Basel III Accord in the EU. 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.  

On 27 October 2021, the European Commission adopted a further review of EU banking rules to 
implement the final Basel 3 provisions (Basel also known as 3.1/Basel 4) in line with the reforms 
published by the BCBS in December 2017. On 19 June 2024, the final texts of the EU banking package 
known as CRD III and CRR VI were published in the Official Journal of the European Union. 
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publish their own legislation transposing the requirements into local law and apply them from 1 
January 2026. NTGS is undertaking preparations to ensure compliance with any changes to CRR and 
CRD insofar as they apply to the entity. 

1.4 Basis of preparation 

This disclosure document has been prepared in accordance with the applicable Pillar III requirements 
(regulations, directives, guidelines and circulars) 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 report discusses regulatory exposures and 
risk weighted assets. Basel III introduced the capital conservation buffer, countercyclical buffer, non-
risk-based leverage ratio, liquidity coverage ratio and net stable funding ratio. All these elements must 
be disclosed with the aim to provide market participants sufficient information to assess the bank’s 
overall capital and liquidity adequacy. 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 2021 (CIR (EU) 
2021/637). 

The European Banking Authority (EBA) has issued guidelines on disclosure requirements under Part 
Eight of Regulation (EU) No 575/2013 (‘EBA Guidelines 2016/11) to bridge the gap between the CRR 
and the revised Pillar III framework. Finally, at a Luxembourg level, Circular CSSF 20/751 and 23/830 
also define 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: provides 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: refers to 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) at least annually, focusing on 
maintaining sufficient capital and liquidity. 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: defines minimum disclosure requirements – requires qualitative and quantitative 
public disclosures regarding regulatory capital and risk management practices and processes 
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.  

1.5 Pillar 3 disclosures 

The disclosures provided in this document are based on the financial information for NTGS on a 
standalone basis as at 31 December 2023. The disclosures are reported in Euro (€), NTGS’s reporting 
currency. NTGS’s ultimate group holding company NTC publishes quarterly Pillar 3 disclosures at a 
consolidated level on the Northern Trust website.  

In preparing this disclosures document, NTGS has considered CRR 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 
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3 disclosures. This report has not been audited by NTGS’s external auditors, does 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, where required. Table 
name references and row numbering in tables are as prescribed in the relevant EBA guidelines where 
applicable and where there is a value. 

1.6 Disclosure policy and frequency of disclosure 

The Pillar 3 disclosures document is updated at least annually as of 31 December and published in the 
“Investor Relations” section of NTC’s website: Financial Information and Regulatory Disclosures | 
Northern Trust. The Pillar 3 disclosures document is also published on the Northern Trust Luxembourg 
website: NTGS SE Pillar 3 disclosures.  From 1 January 2025 the disclosures will be published on the 
EBA Pillar 3 hub (P3DH). 

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 
the scope, allocates responsibilities and sets out the governance process. 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 6.12 in the notes to its annual accounts, which are published in the Luxembourg Trade and 
Companies Register (Registre de Commerce et des Sociétés). 
  

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
https://www.northerntrust.com/content/dam/northerntrust/pws/nt/documents/earnings/pillar-3/NTGS-P3-Disclosures-2022_protected.pdf
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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 ratio, liquidity 
coverage ratio and net stable funding ratio. Additional information is disclosed in the following 
chapters. 

Template EU KM1 - Key metrics template (€000) 2023 2022  
   

Available own funds (amounts)   

Common Equity Tier 1 (CET1) capital  731,611 660,731 

Tier 1 capital  731,611 660,731 

Total capital  731,611 660,731 
Risk-weighted exposure amounts   

Total risk exposure amount 867,707 891,968 
Capital ratios (as a % of risk-weighted exposure amount) 

Common Equity Tier 1 ratio (%) 84.32% 74.08% 

Tier 1 ratio (%) 84.32% 74.08% 

Total capital ratio (%) 84.32% 74.08% 

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 (%)  1.00% 1.00% 

     of which: to be made up of CET1 capital (percentage points) 0.56% 0.56% 
     of which: to be made up of Tier 1 capital (percentage points) 0.75% 0.75% 

Total SREP own funds requirements (%) 9.00% 9.00% 

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 (%) 0.48% 0.13% 

Systemic risk buffer (%) - - 

Global Systemically Important Institution buffer (%) - - 

Other Systemically Important Institution buffer (%) - - 

Combined buffer requirement (%) 2.98% 2.63% 

Overall capital requirements (%) 11.98% 11.63% 

CET1 available after meeting the total SREP own funds requirements (%) 72.33% 62.44% 

Leverage ratio 

Total exposure measure 7,442,567 6,219,925 

Leverage ratio (%) 9.83% 10.62% 

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% 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% 3.00% 

Liquidity Coverage Ratio 

Total high-quality liquid assets (HQLA) (Weighted value -average) 6,269,948 5,029,133 

Cash outflows - Total weighted value  3,867,194 2,315,857 

Cash inflows - Total weighted value  772,548 779,013 

Total net cash outflows (adjusted value) 3,094,647 1,536,844 

Liquidity coverage ratio (%) 202.61% 327.24% 

Net Stable Funding Ratio 

Total available stable funding 2,642,673 2,803,521 

Total required stable funding 366,645 385,390 

NSFR ratio (%) 720.77% 727.45% 

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 risk 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 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 for operational risk, which also includes compliance risk and 
fiduciary risk components. This Pillar 2 add-on is based both on backward-looking and 
forward-looking considerations; 

• Finally, Pillar 2 capital allocations are also calculated for Interest Rate Risk in the Banking Book 
(IRRBB). 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 
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 2B capital 
allocation;  
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• 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.  

• A Pillar 2 capital add-on is included in relation to potential losses that could crystallise on sale 
of group available for sale (AFS) securities. 

Northern Trust Global Services SE Governance Framework 

The following graphic illustrates the internal governance structure supporting NTGS. 

 

Figure 2 - NTGS Risk Governance Structure 

As part of the ongoing operation of the Risk Management Framework, 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 Risk Management 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 Trust risk 
universe faced by NTGS. 

3.2 Operational risk 

Operational risk is the risk of loss from inadequate or failed internal processes, human factors 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: 
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• 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; and 

• 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, issuer, 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 foreign exchange activities and accounts 
receivable. 

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

• NTGS credit policy; 

• Committee approval process; 

• Standardized credit analysis; 

• Credit monitoring and surveillance; and 

• Credit mitigation. 
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Credit limits are set in accordance with CRR requirements for large exposures. NTGS exposure to TNTC 
London and third parties are monitored daily against approved limits. 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. Market risk for NTGS mainly arises as 
currency risk in net positions in foreign currencies.  

In the second half of 2022, a foreign exchange trading desk was established in Luxembourg which 

allows NTGS’s EEA clients to transact directly with a European entity. This does not impact trading risk 

as NTGS has appointed TNTC London Branch to provide FX services. Clients of NTGS can trade FX 

directly with NTGS Luxembourg. These FX positions are covered directly with TNTC London Branch on 

a back-to-back basis removing market risk. 

Whilst there is a theoretical price risk on any foreign exchange position, any such pricing risk arising 

are closed out with TNTC immediately, with the objective of NTGS not running any significant foreign 

exchange positions.  

Note that NTGS does not transact in any options products and the size of the activity in NTGS, relative 

to the size of the foreign exchange markets, renders concentration risk, product illiquidity risk and the 

other trading risk types insignificant. 

3.5 Interest Rate Risk in the Banking Book  

Interest rate risk associated with the banking book is the potential for movements in interest rates to 
cause changes in Net Interest Income and the market value of equity.  

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; and 

• 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).  

For NTGS, potential interest rate risk in the banking book 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. 

On an operating basis, NTGS’s balance sheet activities are managed by the Treasury function with 
independent oversight from the Market and Liquidity Risk Committee (MLRC) within Corporate Risk 
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Management. Interest rate risk is managed by Treasury through limits which are specified in the NTGS 
liquidity and investment policy. 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. Additionally, in line with NTGS’ practice of placing funds 
with central banks, NTGS holds some short-term (7-day) certificates of deposit issued by the Swedish 
Central Bank.  

IRRBB exposure at NTGS is quantified using the European Banking Authority (EBA) Standardised 
Approach (SA). The SA looks at the sensitivity of the bank’s Market Value of Equity (MVE) and Net 
Interest Income (NII) between a modelled base case and various stress scenarios including parallel 
shocks, a shock involving rotations to the term structure, and uneven shocks. The SA is used to 
calculate the Pillar 2 IRRBB requirement for NTGS. 

For 2023, the EBA SA produced a sensitivity of €2.8m (0.3% of Tier 1 capital) in the short rates up 
scenario for MVE and a sensitivity of €14.7m (1.8% of Tier 1 capital) in the 200bp parallel shift down 
scenario for NII.  

Exceptions to limits and thresholds are escalated to local and corporate governance committees 
depending on the severity of the breach. 

3.6 Compliance risk 

Compliance risk - is defined as the risk of legal or regulatory sanctions, financial loss, or damage to 
reputation resulting from failure to comply with laws, regulations, rules, other regulatory 
requirements or codes of conduct and other standards of self-regulatory organisations 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 conduct of 
business or other 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.  
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Regulatory risk 

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

• The risk committee of the NTGS Board; and 

• The ERC, the senior risk committee for all activities conducted within the EMEA region. 

The CRO is supported by the 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. 

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.  

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.  

NTGS defines strategic risk across 3 sub-components: strategy risk, business risk, reputation risk. 

Strategy risk 

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 
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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; and 

• 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. 

Reputation risk 

Reputation risk is the risk arising from negative perception on the part of clients, counterparties, 
shareholders, investors, debtholders, 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; and 

• 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 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. 

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. 

NTGS’s liquidity risk arises as the exposure to a range of liquidity risk drivers:  
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• Funding risk - risk of losing access to short- or long-term funds during periods of market or 
idiosyncratic stress; this includes the risk of client deposit run-off; 

• Intraday risk - risk that funds cannot be provided during the business day to meet time-specific 
payment deadlines;  

• Off-balance sheet risk - risk from funding commitments or other obligations, especially during 
periods of market or idiosyncratic stress; 

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

• Non-marketable assets risk – risk to liquidity from assets that cannot be monetised through 
immediate outright sales or repurchase agreements, such as interbank money market 
placements;  

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

• Intercompany liquidity 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 liquidity risk and legal restrictions risk. 

Funding risk and intraday liquidity risk are the most significant liquidity risks at NTGS SE.  

Regarding funding risk, NTGS runs liquidity stress test exercises assuming clients manage their cash 
balances more tightly in a stress, and ensures sufficient liquidity is available to fund the associated 
deposit run-offs. 

Intraday liquidity risk 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. It 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. 

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 NTC 
collateral management standard, which establishes the controls and procedures for calculating and 
monitoring collateral pledged by NTC 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 Finance. Market and liquidity risk 
management periodically performs an independent review of the standard. Treasury operations 
continuously monitor 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 keeps almost all of its assets 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.  

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. 
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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 (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 within the next 30 days; cash inflows are the expected cash receipts from 
loans, overdrafts, deposits and securities during the same period. 

Liquidity risk management objectives and policies 

Referring to CRR 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 in its business activities and is integral 
to strategic and business decision making. Ongoing liquidity risk management measures include: 

• Limits and thresholds covering both LCR and internal liquidity 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 
the Board on a periodic basis.  

• An internal liquidity adequacy assessment process (ILAAP) that is completed at least once each 
calendar year to identify, measure, manage and monitor liquidity risk. 

Structure and organisation of the liquidity risk management function 

The ILAAP and day-to-day liquidity management is managed by Treasury, with governance oversight 
by local and corporate risk teams, the Authorised Management Risk Committee and delegated 
partners from the Asset and Liability Committee (ALCO) and MLRC (ALCO and MLRC delegates). 

The Board of NTGS allocates responsibility to Northern Trust’s Head of International Liquidity 
Management to: 

• Manage the end-of-day and intraday liquidity positions of NTGS and ensure that it is in 
compliance with its liquidity and investment policy; 

• Provide the NTGS Board with updates on NTGS’ liquidity position and reporting any material 
liquidity issues that may arise; 

• Ensure that sufficient activity and exception reports are provided to the ALCO/MLRC 
delegates for it to perform its governance; 

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

• Ensure that the NTGS Contingency Funding Plan (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 and investment 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; and 

• Provide oversight of the implementation of this policy and report any material liquidity issues 
to MLRC delegates, 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 MLRC 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 both the LCR and NSFR and on an 
absolute basis for the liquid asset buffer and internal liquidity stress testing. Key liquidity metrics are 
monitored daily 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 the 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 CFP providing the ability to take funding actions, including drawing on the liquidity 
buffer in a timely fashion. 

Contingency funding plan 

NTGS’s CFP is designed to help recognise, manage through, and respond quickly to a potential liquidity 
event or crisis. The CFP is a key component of NTGS’s liquidity risk management framework and 
includes defined roles and responsibilities of the parties involved, detailed action steps for assessing 
the situation and invoking the CFP, defined liquidity events/triggers, funding considerations and 
decision points supported by quantitative analysis and operational testing. The primary goal of the 
CFP 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 monthly with the results presented to the ERC or its 
relevant sub-committee and to the ALCO and MLRC delegates, for review and challenge once a year. 
Stress test results are also reported to the NTGS Board, highlighting any vulnerabilities identified and 
proposing appropriate remedial action. 
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Overall adequacy of liquidity risk management arrangements 

As part of the annual ILAAP 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’s 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 flow obligations.  

Risk Appetite for liquidity at NTGS is set using complementary indicators: two regulatory indicators (in 
relation to the Liquidity Coverage Ratio and the Net Stable Funding Ratio) and one internal indicator 
(internal liquidity stress test). Setting early warning, contingency and recovery thresholds (above the 
regulatory threshold) 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, NTGS Management will 
consider the impact of events/business developments (if relevant) to NTGS’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 CFP and Recovery Plan would 
determine what liquidity actions need to be taken to bring the entity back into appetite. 

3.9 Environmental, Social and Governance (ESG) 

3.9.1 Climate-related and environmental risk 

Climate risk continues to be a growing area of focus at NTGS. Climate risk refers to the potential 
negative impacts of climate change on an organisation. It includes the potential for adverse effects of 
climate change and the transition to a low carbon economy as presenting emerging risks to banks and 
the financial system. Banks are likely to be affected by both the physical risks and transition risks 
associated with climate change. There are two main categories of climate risk: 

• Physical climate risk refers to risks to banks and the financial system emanating from the 
increased severity of extreme (acute) weather events (e.g. cyclones, droughts, floods, and 
fires). It can also relate to longer-term shifts (chronic) in precipitation and temperature and 
increased variability in weather patterns (e.g. sea level rise): 

o Acute physical risk arises from changes in event-driven hazards, such as an increased 
severity of cyclones, hurricanes, or floods; and 

o Chronic physical risk refers to longer-term, incremental shifts in climate patterns, such 
as changing annual average rainfall or temperature.  
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• Transition climate risk reflects the risks to banks and financial systems of transitioning to a 
lower carbon economy that may entail extensive policy, legal, technological, and market 
changes. Depending on the nature, speed and focus of these changes transition risks may pose 
varying levels of financial and reputational risk to banks and the financial system; 

These risks can impact both financial and non-financial risk types and can have broad impacts on 
operations, supply chains, distribution networks, customers and markets.  

Effective management of climate risk requires coordinated governance, clearly defined roles and 
responsibilities and well-developed processes to identify, measure, monitor and control risks. We 
continue to build out and enhance our climate risk management capabilities.  

Our climate risk management efforts are overseen by the NTGS Chief Risk Officer who coordinates 
with the global Chief Climate and Sustainability Risk Officer. The NTGS Board of Directors engages in 
active oversight of ESG matters of significance to the entity, including climate-related risk.  

We will continue to integrate climate considerations into the NTGS risk management framework as 
these risks evolve.  

3.9.2 Non-Financial Reporting Directive 

The Non-Financial Reporting Directive (“NFRD”) requires certain disclosures from Public Interest 
Entities (“PIE”) that qualify as large undertakings, i.e. exceeding on their balance sheet dates the 
criterion of the average number of 500 employees during the financial year. These disclosures shall 
include a non-financial statement containing information to the extent necessary for understanding 
the undertaking’s development, performance, position and impact of its activity, relating to the 
environment, social and employee matters, respect for human rights, anti-corruption and bribery 
matters. 

NTGS is a credit institution and thus an EU PIE that also qualifies as a large undertaking. In addition, 
the number of average full-time employees (“FTE”) for the Bank exceeded the NFRD criterion for the 
financial year 2023. As a result, NTGS is subject to NFRD requirements for this financial year.  

The environmental, social and other matters covered in the NFRD disclosure requirements, including 
how they are identified, assessed and managed, are integrated with those of the Northern Trust 
Corporation. Northern Trust Corporation is the ultimate parent undertaking of NTGS. It is established 
in the USA and publishes an annual consolidated sustainability report which encompasses NT 
subsidiaries, including NTGS. The 2023 corporate sustainability report is accessible through NTGS’s 
website at the following page: NTGS website. 

3.9.3 EU Taxonomy 

Article 8 of the EU Taxonomy Regulation requires undertakings in scope of the regulation to disclose 
KPIs or taxonomy ratios in their non-financial statements. These KPIs are intended to provide 
information on how and to what extent the economic activities of in-scope undertakings are linked to 
economic activities that can be classified as environmentally sustainable.  

NTGS as a credit institution falling under the NFRD scope is required to disclose the part of the eligible 
assets that make a substantial contribution to at least one of the climate and environmental 
objectives, while also doing no significant harm to the remaining objectives and meeting minimum 
standards on human rights and labour standards. 

EU Taxonomy disclosures required for NTGS for the financial year 2023, including the Green Asset 
Ratio (GAR), are included in appendix 1 of the 2023 corporate sustainability report and this is 
accessible through the NTGS website at the following page: NTGS website. 

https://locations.northerntrust.com/lu/grandduch%C3%A9-de-luxembourg/10-rue-du-ch%C3%A2teau-deau
https://locations.northerntrust.com/lu/grandduch%C3%A9-de-luxembourg/10-rue-du-ch%C3%A2teau-deau
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3.9.4 Corporate Sustainability Reporting Directive (CSRD) 

 NTGS will be in scope of CSRD in the first year of its application (for the financial year 2024). A gap 
analysis has been conducted to determine the NTGS reporting capability, for which a project is being 
put in motion. Furthermore, a double materiality assessment has been conducted, which will inform 
the relevant NTGS disclosure requirements for each European Sustainability Reporting Standard 
(ESRS). 

3.10 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 
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 and reporting, cyber risk, operational resiliency and 
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 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 of 31 December 2023, 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 of 31 December 2023 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; and 

- 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; and 

- Other minor accounting differences (e.g. IFRS 9 application in the regulatory scope). 

 
  



 Pillar 3 Regulatory Disclosures  

 

  

25 

 

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 

5,831,817 6,183,593 6,183,593   6,183,593  

          of which Cash at central banks 5,831,817 5,834,065 5,834,065   5,834,065  

          of which Other demand deposits - 349,528 349,528   349,528  

Financial assets held for trading - 11,468  11,468  11,468  

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

288 289 289   289  

Financial assets at amortized cost 1,291,299 946,626 946,626   946,626  

          of which Treasury bills and debt securities 507,743 509,320 509,320   509,320  

          of which Loans and advances 783,556 437,306 437,306   437,306  

Tangible assets 10,687 29,795 29,795     

Intangible assets 66,193 130,350     130,350 

          of which Goodwill 4,119 68,081     68,081 

          of which Other intangible assets 62,074 62,269     62,269 

Tax assets - 15,863     15,863 

Other assets 101,878 98,317 98,317   98,317  

          of which Prepayments and accrued income 60,626 - -   -  

          of which Other assets 41,252 98,317 98,317   98,317  

Total assets  7,302,162 7,416,301 7,258,620 11,468 - 7,240,293 146,213 
         

Breakdown by liability classes according to the balance sheet in the published financial statements 

Financial liabilities held for trading - 1,729    1,729 1,729 

Financial liabilities measured at amortised cost 6,326,770 6,336,625    6,336,625 6,336,625 

Tax liabilities 28,243 37,030     37,030 

          of which Current tax liabilities 28,243 28,243     28,243 

          of which Deferred tax liabilities - 8,787     8,787 

Other liabilities 102,589 115,292    115,292 115,292 

          of which Accruals and deferred income 30,391 -    - - 

          of which Other accrued liabilities 10,042 -    - - 

          of which Other liabilities 62,156 115,292    115,292 115,292 

Total liabilities  6,457,602 6,490,676 - - - 6,453,646 6,490,676 

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 (CRM) techniques corresponding to collateral used for intercompany exposures (after volatility adjustments); 
and 

• 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) 7,416,301 7,258,620 - 11,468 7,240,293 

Liabilities carrying value amount under the scope of prudential consolidation (as per template LI1) 6,490,676 - - - 6,453,646 

Total net amount under the scope of prudential consolidation 925,625 7,258,620 - 11,468 786,647 

Off-balance-sheet amounts 249,424 249,424 - -  

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) (424,122) (424,122)    

Differences due to credit conversion factors      

Differences due to Securitisation with risk transfer      

Other differences (3,366) 393  (3,759)  

Exposure amounts considered for regulatory purposes 7,092,024 7,084,315 - 7,709 10,763 

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 

5,831,817 6,183,593 

          of which Cash at central banks 5,831,817 5,834,065 

          of which Other demand deposits - 349,528 

Financial assets held for trading - 11,468 

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

288 289 

Financial assets at amortized cost 1,291,299 946,626 

          of which Treasury bills and debt securities 507,743 509,320 

          of which Loans and advances 783,556 437,306 

Tangible assets 10,687 29,795 

Intangible assets 66,193 130,350 

          of which Goodwill 4,119 68,081 

          of which Other intangible assets 62,074 62,269 

Tax assets - 15,863 

Other assets 101,878 98,317 

          of which Prepayments and accrued income 60,626 - 

          of which Other assets 41,252 98,317 

Total assets  7,302,162 7,416,301 
   

Liabilities - Breakdown by liability classes according to the balance sheet in the published financial statements 

Financial liabilities held for trading - 1,729 

Financial liabilities measured at amortised cost 6,326,770 6,336,625 

Tax liabilities 28,243 37,030 

          of which Current tax liabilities 28,243 28,243 

          of which Deferred tax liabilities - 8,787 

Other liabilities 102,589 115,292 

          of which Accruals and deferred income 30,391 - 

          of which Other accrued liabilities 10,042 - 

          of which Other liabilities 62,156 115,292 

Total liabilities  6,457,602 6,490,676 
   

Shareholders' Equity 

Issued capital 393,068 393,068 

Share premium account 23,446 - 

Retained earnings 317,762 373,744 

Other reserves 67,597 99,042 

          of which Legal reserve 13,613 13,613 

          of which Net wealth tax reserve 53,984 53,984 

          of which Restructuring reserve - 23,446 

          of which Other IFRS reserves - 7,999 

Accumulated other comprehensive income - 3,577 

Profit for the financial year 42,687 56,194 

Total Shareholders' Equity  844,560 925,625 

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 gains; 

• Reclassification of the Luxembourg GAAP share premium as other reserves under IFRS; and 

• Other reclassifications in reserves (e.g. Luxembourg GAAP lumpsum provision). 



Pillar 3 Regulatory Disclosures 

 

  

28 

 

Referring to CRR 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   67,597 

          of which Legal reserve  13,613 

          of which Net wealth tax reserve  53,984 

Profit brought forward   317,762 

Profit for the financial year   42,687 

Total own funds in the Annual Accounts  844,560 
   

Eligible Capital (CET1) before regulatory adjustments 

Total own funds in the Annual Accounts  844,560 

Accounting adjustments (Luxembourg GAAP to IFRS)   81,065 

          related to goodwill amortisation  41,021 

          related to IFRS merger reserves  22,931 

          related to IFRS defined benefit plan liability  (9,917) 

          related to deferred tax  7,458 

          related to IFRS 9 and IFRS 16  (1,917) 

          related to unrealised gains  11,468 

          other   10,021 

Total own funds in the regulatory scope (FINREP)  925,625 

Profits for the financial year not eligible   (56,194) 
    

Total eligible capital (CET1) before regulatory adjustments  869,431 
   

Common Equity Tier 1 Capital 

Total eligible capital (CET1) before regulatory adjustments  869,431 

Regulatory adjustments   (137,821) 

          of which goodwill T1 deduction  (59,675) 

          of which other intangibles T1 deduction  (62,270) 

          of which deferred tax asset deduction  (15,863) 

          of which related to prudential filters   (13) 

Total Common Equity Tier 1 Capital  731,610 

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

As presented in Table 5 above, the 2023 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 CRR Art. 26 (2), the 2023 profits are not eligible for inclusion as CET1 capital as 
at 31 December 2023. 

 

5 Own funds and capital resources 

5.1 Overview 

As at 31 December 2023 NTGS had own funds totalling €732 million, which consists entirely of Tier 1 
capital of €869 million (share capital, audited retained earnings and eligible reserves) and Tier 1 
deductions of €138 million (intangible assets and deferred tax). A €42m dividend distribution was paid 
out of the 2023 net profit and accumulated retained earnings as of 31 December 2023. The dividend 
was paid in June 2024 to NTGS’s sole shareholder NTHL in June 2024. 
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5.2 Own funds composition 

The capital composition of NTGS is presented in Table 6 below, as required by CRR 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  373,744 

Accumulated other comprehensive income (and other reserves) 102,619 

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 869,431 

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) (121,945) 

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) 

(15,863) 

Other regulatory adjustments (13) 

Total regulatory adjustments to Common Equity Tier 1 (CET1) (137,821) 

Common Equity Tier 1 (CET1) capital  731,610 

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) 731,610 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) 731,610 Table 5 – Own funds reconciliation (EU CC2-2) 

Total Risk exposure amount 867,707 
Table 8 – Risk-weighted exposure amounts (EU 
OV1) 

Capital ratios and requirements including buffers  

Common Equity Tier 1 capital 84.32%  

Tier 1 capital 84.32%  

Total capital 84.32%  

Institution CET1 overall capital requirements 8.04% 
 

of which: capital conservation buffer requirement  2.50%  

of which: countercyclical capital buffer requirement  0.48%  

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 

72.33% 
minimum capital requirement of 11.98% as at 31 
December 2023 (based on the SREP received in 
December 2021). 

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

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



Pillar 3 Regulatory Disclosures 

 

  

30 

 

5.3 Main features of own funds 

Referring to CRR 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 (e.g. 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 
/2001 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 2004 

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 daily 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 84.32% (2022: 74.08%), NTGS is sufficiently 
capitalised to meet the regulatory capital requirements under Pillar 1 and Pillar 2. 

The internal capital adequacy assessment process 

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 the 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 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. 
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In accordance with CRR 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) 2023 2022 2023 

        

  Total risk exposure amounts (TREA) 
Total own funds 

requirements 

Credit risk (excluding CCR) 404,213 472,425 32,337 

Of which the standardised approach  404,213 472,425 32,337 

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  9,493 887 759 

Of which the standardised approach  - - - 

Of which internal model method (IMM) - - - 

Of which exposures to a CCP - - - 

Of which credit valuation adjustment - CVA 2,190 196 175 

Of which other CCR 7,303 691 584 

Settlement risk  - - - 

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

Position, foreign exchange and commodities risks (Market risk) 10,763 8,110 861 

Of which the standardised approach  10,763 8,110 861 

Of which IMA  - - - 

Large exposures - - - 

Operational risk  443,239 410,547 35,459 

Of which basic indicator approach  443,239 410,547 35,459 

Of which standardised approach  - - - 

Of which advanced measurement approach  - - - 

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

- - - 

Total 867,707 891,968 69,417 

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 as amended by Circular CSSF 23/830 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 2023 (2022: nil). NTGS also had no past due or defaulted 
exposures as of 31 December 2023 (2022: nil).  

As of 31 December 2023 NTGS does not have any securitisation exposures, nor any collaterals 
obtained by taking possession (2022: nil). 

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. 

A breakdown of NTGS’s credit risk exposures by exposure class and risk weight allocations as at 31 
December 2023 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 6,340,590 - - - - - - 6,340,590 

Regional government or local authorities - - - - - - - - 

Public sector entities - - - - - - - - 

Multilateral development banks - - - - - - - - 

International organisations - - - - - - - - 

Institutions - - 6,632 - 266 - - 6,898 

Corporates - - - 67,987 86,721 - - 154,708 

Retail exposures - - - - - - - - 

Exposures secured by mortgages on 
immovable property 

- - - - - - - - 

Exposures in default - - - - - - - - 

Exposures associated with particularly 
high risk 

- - - - - - - - 

Covered bonds - - - - - - - - 

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

- - 238,187 205,534 0 1,626 - 445,348 

Units or shares in collective investment 
undertakings 

- - - - - - - - 

Equity exposures - - - - - - - - 

Other items - - - - 129,062 - - 129,062 

TOTAL 6,340,590 - 244,820 273,521 216,049 1,626 - 7,076,606 

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

Credit risk mitigation  

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 2023. 

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 5,834,064 - - - - 

Other demand deposits 349,528 - - - - 

Loans and advances 45,335 391,971 391,971 - - 

Debt securities 509,319 - - -  

Total 6,738,246 391,971 391,971 - - 

     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 6,340,590 - 6,340,590 - - - 

Regional government or local authorities - - - - - - 

Public sector entities - - - - - - 

Multilateral development banks - - - - - - 

International organisations - - - - - - 

Institutions 111,500 5,908 990 5,908 1,593 23% 

Corporates 414,128 61,901 92,807 61,901 120,714 78% 

Retail - - - - - - 

Secured by mortgages on immovable property - - - - - - 

Exposures in default - - - - - - 

Exposures associated with particularly high 
risk - - - - - - 

Covered bonds - - - - - - 

Institutions and corporates with a short-term 
credit assessment 263,733 181,615 263,733 181,615 152,844 34% 

Collective investment undertakings - - - - - - 

Equity - - - - - - 

Other items 129,062 - 129,062 - 129,062 100% 

TOTAL 7,259,013 249,424 6,827,182 249,424 404,213 6% 

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 2023. 

 
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 5,834,064 - - - - 5,834,064 

Other demand deposits 349,528 - - - - 349,528 

Loans and advances - 436,797 154 355 - 437,306 

Debt securities* - 494,274  15,045 - - 509,319 

Total 6,183,592 931,071 15,199 355 - 7,130,217 

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

*NTGS SE is also 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.  

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 rules, by applying the original exposure 
method (OEM) approach. 

As of 31 December 2023, 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 Art. 439, 444 and 452, Table 13 below presents the CCR exposures of NTGS as at 31 
December 2023. 

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) 

11,468 119,642  1.4 183,554 7,709 7,709 7,303 

EU - Simplified SA-CCR (for 
derivatives) 

- -  1.4 - - - - 

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

IMM (for derivatives  
and SFTs) 

  - - - - - - 

Total     183,554 7,709 7,709 7,303 

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 TNTC 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 7,519 2,190  

Transactions subject to the Alternative approach (Based on the Original Exposure Method) - -  

Total transactions subject to own funds requirements for CVA risk  7,519 2,190  

Table 14 – Transactions subject to CVA risk (EU CCR2) 

 
As of 31 December 2023, NTGS did not hold any credit derivatives, or any exposures 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 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 2023. 

 
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) 199,807 265,136 244,239 35,459 443,239 

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 
rules, by applying the standardised approach for foreign exchange risk. As NTGS does not currently 
maintain a trading book within the meaning of CRR, 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 16 below presents a breakdown of long and short FX positions as of 
31 December 2023, 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 28,267,768 28,259,005 9,763 1,000 9,763 1,000 10,763 861 

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 

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  

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, considering 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 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 867,707 

Institution specific countercyclical capital buffer rate 0.48% 

Institution specific countercyclical capital buffer requirement 4,178 

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:                           

ARGENTINA 53 - - - - 53 2 - - 2 26 0.00% 0.00% 

AUSTRALIA 724 - - - - 724 28 - - 28 350 0.05% 0.00% 

AUSTRIA 61 - - - - 61 2 - - 2 30 0.00% 0.00% 

BANGLADESH 0 - - - - 0 - - - - - 0.00% 0.00% 

BELGIUM 44,154 - - - - 44,154 706 - - 706 8,831 1.34% 0.00% 

BERMUDA 0 - - - - 0 0 - - 0 0 0.00% 0.00% 

BRAZIL 25,477 - - - - 25,477 1,019 - - 1,019 12,739 1.93% 0.00% 

CANADA 35,804 - - - - 35,804 573 - - 573 7,161 1.09% 0.00% 

CAYMANISLANDS 5,118 - - - - 5,118 409 - - 409 5,118 0.78% 0.00% 

CHILE 6,543 - - - - 6,543 262 - - 262 3,272 0.50% 0.00% 

CHINA 49 - - - - 49 1 - - 1 10 0.00% 0.00% 

COLOMBIA 4,839 - - - - 4,839 387 - - 387 4,839 0.73% 0.00% 

CZECHREPUBLIC 287 - - - - 287 11 - - 11 143 0.02% 2.00% 

DENMARK 964 - - - - 964 16 - - 16 198 0.03% 2.50% 

EGYPT 6,121 - - - - 6,121 245 - - 245 3,061 0.46% 0.00% 

FINLAND 2 - - - - 2 0 - - 0 2 0.00% 0.00% 

FRANCE 78,838 - - - - 78,838 3,154 - - 3,154 39,419 5.99% 0.50% 

GERMANY 861 - - - - 861 34 - - 34 430 0.07% 0.75% 

GHANA 0 - - - - 0 0 - - 0 0 0.00% 0.00% 

GUERNSEY 9,365 - - - - 9,365 749 - - 749 9,365 1.42% 0.00% 

HONGKONG 7,329 - - - - 7,329 117 - - 117 1,466 0.22% 1.00% 

HUNGARY 1,258 - - - - 1,258 50 - - 50 629 0.10% 0.00% 

ICELAND 1 - - - - 1 0 - - 0 0 0.00% 2.00% 

INDIA 3,885 - - - - 3,885 142 - - 142 1,769 0.27% 0.00% 

INDONESIA 5,916 - - - - 5,916 237 - - 237 2,958 0.45% 0.00% 

IRELAND - - - - - - - - - - - 0.00% 0.50% 

ISRAEL 3,653 - - - - 3,653 146 - - 146 1,829 0.28% 0.00% 

JAPAN 3,206 - - - - 3,206 67 - - 67 841 0.13% 0.00% 
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Template EU CCyB1 - Geographical distribution of credit exposures relevant for the calculation of the countercyclical buffer (€000) - continued 

                            

 
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 – continued:                         

JORDAN 26 - - - - 26 2 - - 2 26 0.00% 0.00% 

KENYA 10 - - - - 10 1 - - 1 10 0.00% 0.00% 

KOREA, REPUBLIC OF 22,963 - - - - 22,963 367 - - 367 4,593 0.70% 0.00% 

KUWAIT 2,668 - - - - 2,668 43 - - 43 534 0.08% 0.00% 

LIECHTENSTEIN 0     0 0 - - 0 0 0.00% 0.00% 

LUXEMBOURG 25,473 - - - - 25,473 1,935 - - 1,935 24,191 3.67% 0.50% 

MALAYSIA 2,095 - - - - 2,095 34 - - 34 419 0.06% 0.00% 

MAURITIUS - - - - - - - - - - - 0.00% 0.00% 

MEXICO 575 - - - - 575 23 - - 23 288 0.04% 0.00% 

MOROCCO 0 - - - - 0 0 - - 0 0 0.00% 0.00% 

NETHERLANDS 13,354 - - - - 13,354 968 - - 968 12,105 1.84% 1.00% 

NEW ZEALAND 2,105 - - - - 2,105 34 - - 34 421 0.06% 0.00% 

NIGERIA 3,666 - - - - 3,666 293 - - 293 3,666 0.56% 0.00% 

NORWAY 11,124 - - - - 11,124 321 - - 321 4,007 0.61% 2.50% 

OMAN 0 - - - - 0 0 - - 0 0 0.00% 0.00% 

PAKISTAN 20 - - - - 20 1 - - 1 10 0.00% 0.00% 

PERU 701 - - - - 701 28 - - 28 350 0.05% 0.00% 

PHILIPPINES 878 - - - - 878 14 - - 14 176 0.03% 0.00% 

POLAND 5,158 - - - - 5,158 206 - - 206 2,579 0.39% 0.00% 

QATAR 1,744 - - - - 1,744 140 - - 140 1,744 0.26% 0.00% 

ROMANIA 801 - - - - 801 32 - - 32 400 0.06% 0.50% 

RUSSIAN FEDERATION 30,407 - - - - 30,407 2,433 - - 2,433 30,407 4.62% 0.00% 

SAUDI ARABIA 283 - - - - 283 11 - - 11 138 0.02% 0.00% 

SINGAPORE 2,473 - - - - 2,473 40 - - 40 495 0.08% 0.00% 

SOUTH AFRICA 1,626 - - - - 1,626 195 - - 195 2,439 0.37% 0.00% 

SPAIN  - - - - -  - -  - 0.00% 0.00% 

SRILANKA 0 - - - - 0 0 - - 0 0 0.00% 0.00% 

SWEDEN 4,184 - - - - 4,184 74 - - 74 922 0.14% 2.00% 
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Template EU CCyB1 - Geographical distribution of credit exposures relevant for the calculation of the countercyclical buffer (€000) - continued 

                            

 
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 – continued:                         

SWITZERLAND 43,317 - - - - 43,317 773 - - 773 9,659 1.47% 0.00% 

TAIWAN, PROVINCE OF 
CHINA 43,922 - - - - 43,922 707 - - 707 8,832 1.34% 0.00% 

THAILAND 2,778 - - - - 2,778 111 - - 111 1,389 0.21% 0.00% 

TUNISIA 0 - - - - 0 0 - - 0 0 0.00% 0.00% 

TURKEY 385 - - - - 385 15 - - 15 193 0.03% 0.00% 

UGANDA  - - - - -  - -  - 0.00% 0.00% 

UNITED ARAB EMIRATES 4,521 - - - - 4,521 72 - - 72 904 0.14% 0.00% 

UNITED KINGDOM 566,559 - - - - 566,559 22,719 - - 22,719 283,982 43.13% 2.00% 

UNITED STATES 195,418 - - - - 195,418 12,727 - - 12,727 159,091 24.16% 0.00% 

URUGUAY  - - - - -  - -  - 0.00% 0.00% 

VIETNAM 250 - - - - 250 4 - - 4 50 0.01% 0.00% 

ZAMBIA 0 - - - - 0 0 - - 0 0 0.00% 0.00% 

Total 1,233,992 - - - - 1,233,992 52,680 - - 52,680 658,506 100.00%  

Table 18 – Geographical credit exposures for countercyclical buffer (EU CCyB1)
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8 Leverage ratio 

8.1 Overview 

The leverage ratio is an additional supervisory tool designed to serve as a transparent, non-risk-based 
ratio to complement existing risk-based capital requirements. The Basel III leverage ratio is calculated 
by dividing Tier 1 capital by the total of on-balance sheet and most off-balance sheet exposures prior 
to any application of risk weighting, netting or collateral. 

NTGS’s leverage ratio always remained well in excess of the EBA regulatory minimum 3% implemented 
by CRR Article 92(1) d.   

8.2 Leverage ratio breakdown 

NTGS’s leverage ratio as of 31 December 2023 stands at 9.83%, calculated in accordance with CRR 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 (Lux GAAP) 7,302,162 

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 183,554 

Adjustment for securities financing transactions (SFTs) - 

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

(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 (including Lux GAAP to IFRS adjustments) (43,149) 

Total exposure measure 7,442,567 

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: 7,396,834 

Trading book exposures - 

Banking book exposures, of which: 7,396,834 

Covered bonds - 

Exposures treated as sovereigns 6,340,590 

Exposures to regional governments, MDB, international    organisations and PSE, not treated as 
sovereigns - 

Institutions 375,233 

Secured by mortgages of immovable properties - 

Retail exposures - 

Corporates 414,128 

Exposures in default - 

Other exposures (e.g. equity, securitisations, and other non-credit obligation assets) 266,883 

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 2023 and 2022. The main component of the leverage exposure measure is 
represented by on-balance sheet items. 

Template EU LR2 - LRCom: Leverage ratio common disclosure (€000) 2023 2022 
   
 CRR leverage ratio exposures 

On-balance sheet exposures (excluding derivatives and SFTs)     

On-balance sheet items (excluding derivatives, SFTs, but including collateral) 7,396,834 6,198,550 

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) (137,821) (147,876) 

Total on-balance sheet exposures (excluding derivatives and SFTs)  7,259,013 6,050,675 

Derivative exposures   

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

- - 

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

Exposure determined under Original Exposure Method 183,554 169,250 

(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  183,554 169,250 

Securities financing transaction (SFT) exposures   

Total securities financing transaction exposures - - 

Other off-balance sheet exposures    

Off-balance sheet exposures at gross notional amount 249,424 322,066 

(Adjustments for conversion to credit equivalent amounts) (249,424) (322,066) 

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

- - 

Off-balance sheet exposures - - 

Excluded exposures   

(Total exempted exposures) - - 

Capital and total exposure measure   

Tier 1 capital 731,611 660,731 

Total exposure measure 7,442,567 6,219,925 

Leverage ratio   

Leverage ratio (%) 9.83% 10.62% 
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Template EU LR2 - LRCom: Leverage ratio common disclosure (€000) - continued  2023 2022 

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% 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% 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) 

7,442,567 6,219,925 

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) 

7,442,567 6,219,925 

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) 

9.83% 10.62% 

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) 

9.83% 10.62% 

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 most 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 Minimum Requirement for own funds and Eligible Liabilities (MREL) 

 
Where the bail-in tool is envisaged as part of the resolution plan under the Bank Recovery and 
Resolution Directive (BRRD), the resolution authorities will require banks to raise and hold the capital 
resources (Eligible Liabilities) that will be either written-down or converted into equity (bailed-in) as 
part of the resolution. MREL is the amount of the ‘bail-inable’ liabilities that banks must maintain as 
per their resolution plan. From 2022, the CSSF has requested that NTGS fulfil two MREL ratios. They 
are calculated (i) as the amount of own funds and eligible liabilities expressed as a percentage of the 
total risk exposure amount (MREL TREA) and, (ii) as the amount of own funds and eligible liabilities 
expressed as a percentage of the total exposures of the leverage ratio (MREL TEM). At the end of 2023, 
the respective values of these two ratios versus their requirements are: 

• MREL TREA: 84.32% versus a requirement of 20.24% 

• MREL TEM: 9.83%% versus a requirement of 6.0%  
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10 Asset encumbrance 

10.1 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. 

10.2 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 2023 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 2023 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 -   7,418,095 508,819   

Equity instruments - - - - 289 - - - 

Debt securities 500 500 500 500 508,819 508,819 508,819 508,819 

of which: covered bonds - - - - - - - - 

of which: securitisations         

of which: issued by gen governments 500 500 500 500 14,574 14,574 14,574 14,574 

of which: issued by   financial corps - - - - - - - - 

Other assets - -   6,908,986 -   

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 AE3 - 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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11 Remuneration and Board of Directors 

11.1 Board of Directors 

All directors of the NTGS SE Board are required to obtain approval for any directorships held in 
organisations external to Northern Trust. Directors are also required to avoid taking up any 
appointments during their tenure which would give rise to a conflict of interest. The number of 
directorships held by the members of the Board of directors as at 31 December 2023 are as follows: 

 
Directorships 

     

Director Executive Non-Executive 

Marc Saluzzi - 6 

Bernard Herman (resigned 20 September 2024) - 25 

John Rowland - 2 

Clive Bellows - 8 

Teresa Parker (resigned 25 June 2024) - 4 

John Davie - 8 

Total amount - 53 

   

Directorships held by Marc Saluzzi and Bernard Herman include other directorships approved by The 
Commission de Surveillance du Secteur Financier in Luxembourg. Marc Saluzzi also had directorships 
approved by the UK Financial Conduct Authority and by the Autorité des Marchés Financiers in France. 
Those held by John Rowland, John Davie and Teresa Parker include directorships approved by the UK 
Financial Conduct Authority. Teresa Parker had a directorship approved by the Guernsey Financial 
Services Commission. 

The NTGS SE Risk Committee discusses and recommends risk related matters to the NTGS SE Board.  

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.  

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. 

11.2 Qualitative disclosures 

Governance and compensation policies 

The Northern Trust (NTC) Human Capital and Compensation Committee (HCCC), formerly known as 
the Compensation and Benefits Committee (CBC), is a committee of the board of directors of the 
parent company headquartered in Chicago IL, USA. The HCCC has primary responsibility for ensuring 
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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 HCCC consists of independent NTC non-executive directors and has Meridian Compensation 
Partners as its independent consultant. The HCCC 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 by the NTGS SE Board at a local 
level, with the membership consisting of three independent non-executive directors of the NTGS SE 
Board (including the chair), the Head of Compensation, EMEA (standing attendee), Senior 
Compensation Consultant (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 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 HCCC 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 approves and regularly reviews the general principles 
of this Total Compensation Policy following a recommendation by NTGS SE CC. Information on 
guaranteed variable remuneration is set out in a separate guideline. 

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 Directive.  
 

• “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.  

For partners who are identified as performing a Material Risk Taker role in more than one regulated 
entity (i.e. Group MRTs), the most stringent approach across all applicable requirements will apply. 

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 included in the funding to the other Business Units. 
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At the start of the performance year, the NTC board of directors approves a profit plan (the Profit 
Plan) which includes detail on projected performance outlook and competitive requirements for total 
incentive compensation. The Profit Plan determination includes risk considerations including reserves 
for credit and operational losses and other risk assessments. The HCCC then reviews the initial total 
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 total 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 CRO participates in funding and allocation discussions that inform the recommendation to the 
HCCC 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 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 HCCC 
regarding any risk adjustments to the overall funding or business unit allocations. The CRO participates 
in quarterly discussions with the NTC 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 total incentive allocation to Business Units has been determined, the 
Business Unit President reviews financial performance and any risk factors to determine allocation of 
the total incentive pool. The Business Unit Chief Financial Officer and Business Unit CRO (with input 
from the CRO, International and the NTGS SE CRO) participate in this review. 

The NTGS SE Board and NTGS SE Authorized Management 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. 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. 
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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 total zero 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. For performance year 2023, 
the minimum total incentive award for receiving a LTI award was US$75,000. 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. 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 

• 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 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. 

The MRT remuneration structure does not apply where total incentive 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 
NTGS SE 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 Circular CSSF 15/622. 

11.3 Quantitative disclosures 

The NTGS SE CC met five times during the 2023 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 2023 total fixed remuneration for these members was €0.4m, with no 
variable remuneration awarded.  

The HCCC met five times during the 2023 performance year. The directors who act as members of the 
HCCC 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 HCCC duties. Total remuneration paid to the HCCC 
members for 2023 was US$3.2m and this was awarded in a combination of stock and cash. Full details 
of these awards are available in the 2023 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 2023. 
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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 6 4 11 14 

Total fixed remuneration 2,273 790 1,462 2,892 

Of which: cash-based 2,273 790 1,462 2,892 

Of which: shares or equivalent 
ownership interests 

- - - - 

Of which: share-linked instruments 
or equivalent non-cash instruments  

- - - - 

Of which: other instruments - - - - 

Of which: other forms - - - - 

Variable 
remuneration 

Number of identified staff 6 3 6 13 

Total variable remuneration - 389 501 1,087 

Of which: cash-based - 148 211 441 

Of which: deferred - - - - 

Of which: shares or equivalent 
ownership interests 

- 
241 290 647 

Of which: deferred - 162 166 391 

Of which: share-linked instruments 
or equivalent non-cash instruments  

- - - - 

Of which: deferred - - - - 

Of which: other instruments - - - - 

Of which: deferred - - - - 

Of which: other forms - - - - 

Of which: deferred - - - - 

Total remuneration 2,273 1,179 1,963 3,979 

   Note: the information in the table above excludes identified staff that terminated during 2023. 

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

- 333 - - 

Of which paid during the financial year  - - - - 

Of which deferred - - - - 

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

- 333 - - 

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

- 333 - - 

Table 25 – Payments to staff whose activities impact NTGS risk profile (EU REM2) 

 

Referring to CRR 2 Art. 450(1)(h)(iii)-(iv) NTGS discloses the information in Table 26 below regarding 
deferred remuneration.
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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 

Total MB Supervisory function - - - - - - - - 

Cash-based - - - - - - - - 

Other forms - - - - - - - - 

MB Management function 

Total MB Management function 347 51 296 - - - 140 129 

Cash-based 4 1 3 - - - 1 0 

Shares or equivalent ownership 
interests 

343 50 293 - - - 139 129 

Other forms - - - - - - - - 

Other senior management 

Total Other senior management 376 56 320 - - - 153 134 

Cash-based 4 1 3 - - - 1 0 

Shares or equivalent ownership 
interests 

371 55 317 - - - 151 134 

Share-linked instruments or equivalent 
non-cash instruments  

- - - - - - - - 

Other forms - - - - - - - - 

Other identified staff 

Total Other identified staff 905 171 734 - - - 356 289 

Cash-based 64 21 43 - - - 27 0 

Shares or equivalent ownership 
interests 

795 139 656 - - - 289 258 

Share-linked instruments or equivalent 
non-cash instruments 

- - - - - - - - 

Other instruments 47 12 35 - - - 40 31 

Other forms - - - - - - - - 

Total amount 1,628 278 1,350 - - - 649 552 

Table 26 – Deferred remuneration (EU REM3) 
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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 REM4 - Remuneration of 1 million EUR or more per year 

    

EUR 
Identified staff that are high earners as set out in 

Article 450(i) CRR 

1 000 000 to below 1 500 000 1 

1 500 000 to below 2 000 000 - 

2 000 000 to below 2 500 000 - 

2 500 000 to below 3 000 000 - 

3 000 000 to below 3 500 000 - 

3 500 000 to below 4 000 000 - 

4 000 000 to below 4 500 000 - 

4 500 000 to below 5 000 000 - 

5 000 000 to below 6 000 000 - 

6 000 000 to below 7 000 000 - 

7 000 000 to below 8 000 000 - 

Table 27 – Remuneration of 1 million EUR or more per year (EU REM4) 

Referring to CRR 2 Art. 450(1)(g) NTGS discloses the information in Table 28 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 
Tot

al  

Total number of identified staff          28 

Of which: members of the MB 6 3 9        

Of which: other senior management    - - - 1  5  

Of which: other identified staff    - - - 2 7 4  

Total remuneration of identified staff 2,273 1,179 3,452 - - - 1,611 1,374 2,957  

Of which: variable remuneration  0 389 389 - - - 569 219 800  

Of which: fixed remuneration  2,273 790 3,063 - - - 1,042 1,155 2,157  

Table 28 – Remuneration of staff whose activities impact NTGS risk profile (EU REM5) 
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ANNEX A – Pillar 3 attestation letter (CRR 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-23 Sep-23 Jun-23 Mar-23 Dec-23 Sep-23 Jun-23 Mar-23 

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)  5,392,612 5,467,617 5,434,202 5,411,163 

CASH - OUTFLOWS 

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

Stable deposits - - - - - - - - 

Less stable deposits - - - - - - - - 

Unsecured wholesale funding 5,562,246 5,700,814 5,747,728 5,764,961 2,665,918 2,631,689 2,478,804 2,114,209 

Operational deposits (all counterparties) and deposits in networks of 
cooperative banks 

3,861,770 4,092,166 4,358,565 4,608,317 965,443 1,023,042 1,089,641 1,052,606 

Non-operational deposits (all counterparties) 1,700,475 1,608,648 1,389,162 1,156,644 1,700,475 1,608,648 1,389,162 1,061,603 

Unsecured debt - - - - - - - - 

Secured wholesale funding  - - - - 

Additional requirements 2,935,331 3,325,717 3,798,285 3,656,451 196,974 194,235 208,147 200,229 

Outflows related to derivative exposures and other collateral 
requirements 

2,631 2,937 19,110 17,944 2,631 2,937 19,110 17,944 

Outflows related to loss of funding on debt products - - - - - - - - 

Credit and liquidity facilities - - - - - - - - 

Other contractual funding obligations 24,392 22,904 21,428 26,331 - - - 6,250 

Other contingent funding obligations 2,908,308 3,299,876 3,757,748 3,612,176 194,343 191,298 189,036 176,035 

TOTAL CASH OUTFLOWS  2,862,892 2,825,925 2,686,950 2,314,438 
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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-23 Sep-23 Jun-23 Mar-23 Dec-23 Sep-23 Jun-23 Mar-23 

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 865,388 929,748 997,948 1,026,935 865,388 929,748 997,948 944,321 

Other cash inflows 3,475 3,160 2,301 2,462 3,475 3,160 2,301 2,462 

TOTAL CASH INFLOWS 868,863 932,907 1,000,249 1,029,397 868,863 932,907 1,000,249 946,783 

Inflows subject to 75% cap 868,863 932,907 1,000,249 1,029,397 868,863 932,907 1,000,249 946,783 

TOTAL ADJUSTED VALUE  

LIQUIDITY BUFFER   5,392,612 5,467,617 5,434,202 5,389,039 

TOTAL NET CASH OUTFLOWS   1,994,029 1,893,017 1,686,701 1,486,176 

LIQUIDITY COVERAGE RATIO   298% 313% 341% 365% 

Table 29 – Quantitative information of LCR (EU LIQ1) 

Explanations on the main drivers of LCR results and the evolution of the contribution of inputs to the LCR’s calculation over time 

The LCR of NTGS is driven by a combination of changes to the amount of HQLA and net cash outflows. The majority of funding is categorised as operational 
which attracts a reduced outflow factor to that related to non-operational deposits. LCR outflows (post-outflow factor) are driven by the level of operational 
and non-operational deposits held at any one time.  

Explanations on the changes in the LCR over time 

Over the year under review, NTGS has seen a reduction in total non-operational balances which has driven the increase in the LCR seen in Table EU LIQ1 
above. 

Explanations on the actual concentration of funding sources 

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. 
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High-level description of the composition of the institution`s liquidity buffer 

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

As at 31 December 2023, NTGS’s stock of HQLAs was made up mainly of EUR Central Bank cash [99.7%] and EU Sovereign securities [0.3%]. 

Currency mismatch in the LCR 

NTGS prepares its LCR on an all currency basis denominated in EUR as the entity’s reporting currency. On any particular month, where non-EUR liabilities 
exceed the regulatory mandated 5% threshold, additional reporting in that significant currency takes place. NTGS manages its balance sheet in a way which 
minimises the risk of currency mismatch within the LCR through matching assets and liabilities in each currency. 

Other items in the LCR calculation that are not captured in the LCR disclosure template but that the institution considers relevant for its liquidity profile 

Potential outflows in relation to overdrafts are also considered within the LCR calculation. Impacts from overdraft lines are considered as part of the entity’s 
overall liquidity stress testing program.  
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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 869,432    869,432 

Own funds 869,432 - - - 869,432 

Other capital instruments  - - - - 

Retail deposits  - - - - 

Stable deposits  - - - - 

Less stable deposits  - - - - 

Wholesale funding:  6,336,625 - - 1,773,241 

Operational deposits  3,546,482 - - 1,773,241 

Other wholesale funding  2,790,143 - - - 

Interdependent liabilities  - - -  

Other liabilities:  1,729 159,799 - - - 

NSFR derivative liabilities  1,729     

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

 159,799 - - - 

Total available stable funding (ASF)     2,642,673 

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 

   500 250 

Deposits held at other financial institutions for operational 
purposes 

     

Performing loans and securities:  788,852  509 79,394 

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

 788,852  509 79,394 

Interdependent assets      

Other assets:   13,197  275,446 287,001 

Physical traded commodities      

Assets posted as initial margin for derivative contracts and 
contributions to default funds of CCPs 

     

NSFR derivative assets   11,468   11,468 

NSFR derivative liabilities before deduction of variation 
margin posted  

 1,729   86 

All other assets not included in the above categories    275,446 275,446 

Off-balance sheet items      

Total RSF     366,645 

Net Stable Funding Ratio (%)     720.77% 

Table 30 – 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 

 

 

 


