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Our 2021 reporting suite brings together NatWest Group’s
financial, non-financial and risk performance for the year. The
reports are designed primarily to meet the expectations of our
investors (including holders of bonds issued under our green,
social and sustainability framework), as well as regulators, and
our wider stakeholders, including customers, colleagues and
society more broadly. The main reports within this suite and
their focus are detailed below:

Available within this report:

Strategic report: an overview of our business, our 2021
financial and non-financial performance and progress against
our purpose-led strategy to champion potential, helping people,
families and businesses to thrive.

Governance and remuneration report: a review of our
corporate governance and remuneration, including the
Report of the directors and Annual report on remuneration.

Risk and capital management report: an overview of the
management of key risks relating to our business operations
and disclosures on our capital, liquidity and funding position.

Financial statements: our financial statements and related
notes, including the independent auditor’s report.

Mica Johnsonla."‘T
Owner, Flonal Glory

At www.natwestgroup.com

Company announcement and
Financial supplement

Our latest company information including our
financial performance for the year with a focus
on key metrics and measurement.

Climate-related Disclosures Report

Details our progress in 2021 on our climate ambitions
including an overview of our approach to climate
related governance, strategy (including scenario
analysis), risk management, metrics and targets.

ESG Supplement

Provides an overview of our purpose in action and
key environmental, social and governance matters
including progress in 2021.

Pillar 3 Report

Focuses on our regulatory reporting requirements
and provides an explanation of our risk profile,
including our capital adequacy, risk appetite

and risk management.

NatWest Group champions potential,
helping people, families and businesses
to thrive.

We are the UK’s leading business bank,
and we serve 19 million customers
across every region of the UK.

As a relationship bank for a digital world,
we are helping to break down barriers

that hold back our customers and we are
helping to build their financial confidence.

Because when people, families and
businesses thrive, we all...

Thrve
Together
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Financial performance

Financial strength

enables our purpose

We have delivered a strong operating performance in 2021. Group
RoTE was 9.4%, benefiting from a £1.3 billion net impairment release.
We achieved our Group cost reduction target of 4.0% and lending
growth across our UK and RBSI retail and commercial businesses
was 2.6%, excluding UK Government financial support schemes. Our
capital and liquidity position remains strong after returning £3.8 billion
to shareholders, and default levels have remained low across all our
portfolios. The CET1 ratio was 18.2%, reducing to 15.9% on 1 January
2022 following regulatory RWA and capital changes. We have made
good progress on our phased withdrawal from the Republic of Ireland
and will focus the financial commentary below on the Group excluding
Ulster Bank Rol (Go-forward group).

Total income, excluding notable items, in the Go-forward group

was 5.6% lower than prior year. Across the UK and RBSI retail

and commercial businesses income increased by 1.4% reflecting
strong balance sheet growth, principally in our mortgage book. NWM
income was below expectations, down by 61.5%, compared with 2020,
reflecting continued weakness in Fixed Income, impacted by subdued
levels of customer activity and ongoing reshaping of the business, and
exceptional levels of market activity in the prior year.

We delivered a cost reduction of £256 million, or 4.0%, in 2021, in line
with our target for the year®. This has been achieved by transformation
across our customer journeys and NWM business, in line with the
strategic announcement made in February 2020 and a £68 million
reduction in the bank levy charge. Strategic costs of £787 million
included £237 million in NWM related to transformation, £124 million

of redundancy charges, £88 million of technology spend, and an

£85 million goodwill impairment.

A net impairment release of £1,278 million reflects the low levels
of realised losses we have seen across the year. Total impairment

provisions reduced by £2.4 billion to £3.8 billion during 2021 and
as a result ECL coverage ratio decreased from 1.66% to 1.03%.

We are pleased to report a 2021 attributable profit of £2,950 million,
with earnings per share of 25.4 pence and a RoTE of 9.4%. A final
dividend of 7.5 pence per share is proposed, bringing our total 2021
paid and proposed capital distributions to £3.8 billion through a
combination of ordinary dividends, directed buybacks of the UK
Government stake and our on-market buyback programme.

Across the UK and RBSI retail and commercial businesses, and
excluding UK Government support schemes, net lending increased by
2.6%. Mortgage growth exceeded the market, however commercial
lending was behind market as we have sought to reduce certain
exposures, through targeted sector reductions and capital actions, whilst

continuing to focus on supporting customers through sustainable lending.

During the second half of the year we completed £8.1 billion Climate and
Sustainable Funding and Financing against our £100 billion target.

The CET1 ratio remains strong at 18.2%, or 17.8% excluding IFRS 9
transitional relief. The 30 basis points reduction in the year includes
capital distributions of ¢.240 basis points, partially offset by the reduction
in RWAs, ¢.170 basis points, and the attributable profit net of IFRS 9
transitional relief and other capital movements. RWAs of £157.0 billion
reduced by £13.3 billion in 2021 mainly reflecting business movements
in Commercial Banking, including targeted sector reductions,
improvement in risk parameters and active capital management.

On 1 January 2022, the proforma CET1 ratio was 15.9% including the
impact of regulatory RWA inflation, 200 basis points, the removal of the
software development costs capital benefit, 20 basis points, and the
tapering of IFRS 9 transitional relief, 10 basis points. RWAs increased
by £18.8 billion, including £14.8 billion associated with mortgage risk
weight changes.

Operating Operating 2 w Profit/(loss) 5
. . . N
profit before profit/(loss) N 3 attributable 2 3
impairment before tax £m to ordinary S
losses £m shareholders £m
=
(4]
= L
©
=
2021 2020 2019 2021 2020 2019 2021 2020 2019
Operating Total capital >
expenses £m return to
shareholders
(paid and
N
proposed) £bn g
°
S
2021 2020 2019 1Jan 2021 2020 2019 2021 2020 2019
2022

(1) Total expenses excluding litigation and conduct costs, strategic costs, operating lease depreciation (OLD) and Ulster Bank Rol direct costs.

2 NatWest Group 2021 Annual Report and Accounts

Operational highlights

Operational highlights

Growth

UK and RBSI retail and commercial businesses net lending excluding
UK Government support schemes

Gross new mortgage lending in Retail Banking
AUM Net New Money (NNM)

Percentage of customers using digital channels exclusively to interact with us
Retail Banking
Commercial Banking

Simplification

Reduction in other operating expenses

Artificial intelligence - retail banking Cora conversations
Video banking interactions per week

Capital
Directed buyback value
On-market buyback value

Dividend per share (paid and proposed)
Risk-weighted assets (RWAs)
CET1 ratio

As at 1 Jan 2022

Return on tangible equity

m Read more about our strategic priorities on pages 18 and 19.

-

£31.5bn £33.3bn

£277m
8.4m
3,300

£1,125m
£676m

3p

157.0bn 170.3bn 179.2bn
18.2% 18.5% 16.2%
15.9% - -

3
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NatWest Group 2021 Annual Report and Accounts

£297.9bn  £289.7bn

| £1.5bn" T £0.6bn.

1odau oibajoang

MBIA3J |DIDUDUIS

S0UDUIBA0L)

SJUBWSIDIS [DIOUDUI

UO[3DWLIOJUI [DUOIHIPPY




n’s statement

For much of 2021, there was a
growing sense of cautious optimism
that we might finally have put the
worst of the COVID-19 pandemic
behind us. However, towards the end
of the year, our resilience was put to
the test once more as the spread

of new variants necessitated the
reintroduction of various restrictions.

4 NatWest Group 2021 Annual Report and Accounts

Building a
purpose-led bank
to champion
potential

We champion potential; breaking
down barriers and building financial
confidence so the 19 million people,
families and businesses we serve
in communities up and down the
country can rebuild and thrive.

Howard Davies
Chairman

That brought particular challenges for our colleagues,
our customers and for the bank itself. But it also presented
opportunities and NatWest Group’s commitment to helping
people, families and businesses to thrive has never been
more important. We are building from extremely robust
foundations as a bank which holds strong market positions,
serving 19 million customers throughout the UK.

For the moment, a number of the key economic

indicators remain relatively positive — growth has returned,
unemployment is low, and the bank is seeing little in the
way of significant defaults among its customers.

However, there is no doubt that the rising cost of living is
making life difficult for many. It seems certain that inflation
will continue to increase in the short term at least — especially
as energy prices remain high. And we are yet to see the full
impact that the end of government support schemes will have
on the employment or housing markets. The uncertainty is not
just COVID-19-related, with global, European and domestic
political considerations also having an impact.

The Bank of England’s response has been limited so far and
while the market is anticipating a continued trajectory of
rate rises over the next twelve months, the low interest
rate environment is set to persist for some time to come.

‘The extensive support that the bank has provided to

its customers, colleagues and communities throughout
the pandemic was a key focus for the Board in 2021. We
also spent a significant amount of time ensuring that the
implementation of the bank’s strategy and transformation
agenda was subject to rigorous oversight and scrutiny.’

Against that backdrop, NatWest Group delivered a strong
financial performance in 2021, returning to profitability

and writing-back some of our pandemic-related impairment
provisions as the economic outlook improved. The bank’s
share price also saw a sharp recovery throughout the year,
increasing around 35% and outperforming our UK peers.

As our economy recovers and is reshaped to reflect new and
accelerating trends, we are focused on delivering sustainable
growth by creating deeper relationships with our customers
and giving them the support they need at every stage of their
lives — whether that is buying a house, saving for retirement
or setting up and growing their own business.

The UK banking industry as a whole has held up well
during the pandemic, remaining open for business and

well capitalised. NatWest Group retains one of the strongest
capital ratios among major European banks and we once
again comfortably passed the Bank of England’s stress test
in December 2021, further demonstrating the resilience of
our balance sheet to future crises. This, combined with our
continued capital generation, means our bank is well placed
to support its customers, invest for growth and drive
sustainable returns to shareholders.

£3.8 billion shareholder distributions were announced for

the financial year 2021, through buybacks — both directed and
on-market — and dividends. We also announced that we would
distribute at least £1 billion in dividends each year to 2023 as
we continue to optimise our capital ratio.

UK Government Investments (UKGI), which manages

the government’s shareholding, announced three separate
transactions during the course of 2021: the directed buyback
by NatWest Group; an on-market placement of shares; and an
ongoing trading plan. The government stake reduced from 62%
at the start of 2021, to less than 53% by the end of the year.

£3.8 billion

(paid and proposed)
shareholder distributions
announced for 2021

Final dividend of

7.5p per share

This was welcome progress. And we may take part in
further directed buybacks at the next opportunity, subject to
agreement from HM Treasury. Any transaction of this nature
could take the government’s shareholding below 50% for the
first time since the financial crisis. And while that would have
little impact on our governance or operations, it would be an
important symbolic moment for our bank.

NatWest Group’s financial performance has also been reflected
in the bonus pool for 2021, which has increased from the
previous year, where a significant reduction was made to reflect
our COVID-19-related losses. It is important to note, however,
that the bonus pool is slightly down on pre-pandemic levels.

It has been a period of relative stability in terms of Board
composition, with no changes to our membership in 2021.
As you would expect, we keep the composition, skills and
experience of the Board under review, and over the next
year or so we will need to recruit new members to cope
with planned retirements. In the main, the Board continued
to meet virtually throughout 2021. For 2022, we intend to
adopt a hybrid calendar with some meetings being held
virtually and some meetings in person, subject to relevant
government guidelines. Our virtual meeting technology has
served us well during the pandemic and we will continue to use
it to support the efficient and effective running of the Board.

The extensive support that the bank has provided to its
customers, colleagues and communities throughout the
pandemic was a key focus for the Board in 2021. We

also spent a significant amount of time scrutinising the
implementation of the bank’s strategy and transformation
agenda as well as enhancing our oversight of the bank’s culture.

The progress that Alison Rose and her strong and capable
leadership team have delivered in the last two years has
helped to ensure that NatWest Group is well placed to succeed
and grow as the needs and expectations of our customers
evolve. We are delivering on our purpose, underpinned by
our strategic priorities, and as a result, generating long-term
growth for our business, playing a positive role in our
communities and driving sustainable returns to our
shareholders. We know that by championing the potential

of the 19 million people, families and businesses we serve,
we will help them to thrive. And if they thrive, so will we.

Howard Davies
Chairman
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Group Chief Executive’s review

NatWest Group’s execution is
centred around our purpose,
driving sustainable growth through
our strategic priorities. We are a
relationship bank for a digital world,
building ever deeper and closer
connections with our customers
throughout their financial lives,
enabling people, families and
businesses to thrive.

6 NatWest Group 2021 Annual Report and Accounts

We champion
potential, helping
people, families,
and businesses
to thrive

Our future and our growth are

built on this one, clear purpose.

It’s what drives us, defines us,

and guides us. Because getting this
right means success — for ourselves
and for everyone we serve.

Alison Rose
Group Chief Executive Officer

As | look back on 2021, I'm filled with admiration for

the resilience and adaptability that our colleagues and
customers have demonstrated during the pandemic. Faced
with unprecedented and constantly evolving challenges to the
UK’s public health and economy, the collective response has
been nothing short of extraordinary.

As it has been throughout the pandemic, the health and
well-being of our colleagues and customers continues to be
our highest priority. In particular, for the key workers who
have remained in our offices and branches to provide the
level of service and support our customers have needed

to rebuild and thrive.

NatWest Group is the UK’s leading business bank. It is also

a truly regional bank, serving 19 million customers throughout
the UK. We are proud of the role we play and the relationships
we already have across every part of the country. And we are
well positioned to deepen these relationships and to help our
customers, our economy and our bank to grow because

of the actions we have taken in recent years.

Thrive together

In spite of the difficult economic environment and the pressure
this continues to place on people, families and businesses up
and down the country, the UK remains an attractive and
entrepreneurial market, with small and medium-sized
enterprises (SMEs) driving around half of UK turnover and
employing 60% of the private sector workforce. It is also

an increasingly competitive market, where banks have

to maintain their relevance to earn their growth.

As the economy starts to recover and grow, customers’
expectations of banks are changing faster than ever. So too
is the way people live and work. Customers want a simple,

engaging experience, designed to anticipate particular needs
and reflect their priorities, just as they have in other areas of
their lives.

When | first took up my role as Chief Executive, we committed
to a purpose that guides all of our decision-making — we
champion potential, helping people, families and businesses
to thrive. We dlso set out clear areas of strategic focus to
deliver on this purpose in order to drive sustainable returns
for our shareholders and build sustainable value in our bank.
We are executing well against these areas of focus, delivering
growth in key areas while controlling costs, better allocating
our capital and accelerating our digital transformation.

As a relationship bank for a digital world, our focus now is
on the opportunities we see for future growth. It is a simple
principle: if our customers and economy thrive, so will we.

Sustainable growth will come from ever closer and

deeper relationships with our customers at every stage

of their lives. Relationships that are based on insight and
shared goals, delivering a simpler customer experience

that removes complexity and frustration. Relationships

that reflect customers’ values and aspirations for themselves
and society. Relationships that start earlier in our customers’
lives and which adapt to meet their evolving needs.

All of which will be enabled by the strategic partnerships
and acquisitions we have made, and by our efforts to simplify
how customers interact with our bank so they can enjoy

an easier, frictionless banking experience. It will also be
driven by a better allocation of our capital — with £3 billion
being invested in the business across a three-year period
from 2021 to 2023, in addition to the sustainable returns

we are delivering to shareholders.

Our purpose

We champion potential, helping
people, families and businesses
to thrive

QD Supporting customers at
every stage of their lives

Powered by innovation
and partnerships

Sharpened capital
allocation

I
:Q: Simple to deal with

These help us make a meaningful
contribution to society while balancing
the needs of our customers, colleagues

and shareholders

Climate Enterprise Learning

.
:0¢
D --- @

—
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Chief Executive’s review continued

Delivering on our strategy

Of course, we are building from strong foundations. Our
operating profit for 2021 of £4.0 billion (£4.3 billion including
operating profit from discounted operations¥)) increased from a
loss of £481 million (€351 million loss including operating profit
from discounted operations!)) the year before. This included
impairment releases of £1.3 billion, which reflected the low
levels of realised losses we have seen across the year.

We also continued to make progress against our other financial
targets. The bank’s net lending — excluding government
schemes - grew by £7.8 billion in 2021, primarily driven by
growth in mortgages. We removed a further £256 million of
costs from the business and retain a capital ratio well above

our target range.

At the same time, our digital transformation accelerated

as our customers chose to interact with us in different ways.
Around 60% of our retail current account holders now

only interact with us digitally™ and we have seen further
strong growth in mobile payments and video banking. This
digitalisation of customer journeys is crucial to our future

growth, and our Net Promoter Scores are improving in key

segments as a result. For example, our much-improved
online process for renewing mortgages now takes as little
as 10 minutes.

We are also using our digital capabilities to keep our customers
safe and to build their financial capabilities, with credit scoring
now available in our app, dedicated support lines available

for customers in vulnerable situations and more than 1 million

customers growing their savings with us by £100 or more
for the first time.

As the UK’s leading business bank and a committed champion
of start-ups, we are removing barriers to enterprise, tackling
inequality and supporting growth by helping entrepreneurs

achieve their ambitions. We offer the UK’s largest fully funded

business accelerator network, with accelerator hubs across
the country providing support for high-growth businesses,

especially those led by under-represented groups. During the

(1) Refer to the Non-IFRS financial measures section for details of the basis of preparation and reconciliation of Non-IFRS financial and performance measures.

(2) Retail Banking current account customers only based as at 31 December 2021 — metric is 87% of our retail customer needs are now met digitally, with 60% of our customers banking
entirely digitally. Only activity in the last quarter is considered.

pandemic, we pivoted this support for entrepreneurs to be
delivered digitally, as we did with our ‘Dream Bigger’
programme which helps 16-18-year-old girls develop

Our investment case: delivering against our strategic priorities to help our customers
to thrive and drive sustainable returns for shareholders

A purpose-led company
with clear strategic
priorities, strong market
positions and capacity
to grow.

aQ L
0-Q-0
g ©

Supporting
19 million customers
throughout the UK.

Investing in our
digital proposition
to better serve
customers and
reduce cost.

)

==

Committed to
embedding ESG
principles and
leading on
climate action.

ol

Capital generative
business enabling
us to reinvest for
growth and return
excess to investors.

2

1N

Underpinned by
a robust balance
sheet and

an intelligent
approach to risk.

Focused on generating
long-term sustainable
value and a return

on tangible equity

of comfortably above
10% for the Group

in 2023.

Accelerating
growth

Simplification via
digital and
technology

Disciplined
deployment of
capital

Long-term
sustainable returns
and distributions

Income excluding
notable items to be
above £11.0 billion
in 2022 in the
Go-forward group.*?

Provide an
additional
£100 billion

of Climate and
Sustainable
Funding and
Financing.®

~3% cost reduction
per annum through
to 2023.044)

CET1 ratio of
13-14% by 2023,
~14% by the end
of 2022.

Intention to
distribute a
minimum of £1
billion in each of
2022 and 2023.

(1) Go-forward group excludes Ulster Bank Rol.
(2) Income excluding notable items.

(3) Between 1 July 2021 and the end of 2025.
4)

Go-forward group other operating expenses defined as total expenses excluding litigation and conduct costs.
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transferable entrepreneurial skills. We also helped create
the SME Transformation Taskforce to unlock the growth
opportunity for the UK economy, identified in our
‘Springboard to Sustainable Recovery’ report.

Turning to our own business, the capital restructuring of
NatWest Markets has made substantial progress. It is simpler,
less capital intensive and better able to create opportunities for
our commercial customers by meeting their financing and risk
management needs, and by providing access to global markets
as well as leadership in high-growth areas, such as the green
and sustainable bond markets. As a result, we are creating

a new franchise called Commercial and Institutional by
bringing together our Commercial Banking, NatWest Markets
and RBS International businesses. The creation of this new
franchise is a further step in removing complexity and
becoming a simpler bank for customers to deal with.

We continue to make good progress on our phased withdrawal
from the Irish market, minimising job losses and protecting
services while supporting our customers and colleagues to
allow a smooth transition. During the year, we signed two
agreements with Allied Irish Banks p.l.c. (AIB) and Permanent
TSB p.l.c. (PTSB) which account for about 60% of the

Ulster Bank loan book in the Republic of Ireland, including

the transfer of colleagues, wholly or mainly supporting

the relevant portfolios and 25 branch locations.

These structural changes, along with our strong capital
position and continued capital generation, mean that we
are well placed to invest for growth, to provide the support
our customers need as the economy recovers and to drive
sustainable returns to shareholders, with £3.8 billion
shareholder distributions announced for 2021 through
dividends and buybacks.

The bank’s financial performance in 2021 also included a fine
following breaches of the Money Laundering Regulations 2007.
NatWest Group takes its responsibility to prevent and detect
financial crime extremely seriously. We deeply regret that we
failed to adequately monitor one of our customers between 2012
and 2016 to prevent money laundering. And while the case has
now come to an end, we continue to invest significant resources
in the ongoing fight against financial crime and fraud.

We are delivering our strategy through four strategic

priorities, with the aim of driving long-term sustainable

value and delivering on our 2023 targets, which we are

now updating. In 2022, we expect to deliver income excluding
notable items of above £11.0 billion in the Go-forward group*-2.
We are amending our cost reduction target to around 3% per
annum for 2022 and 202313, reflecting higher inflation and our
ongoing investment in the business. Nevertheless, we maintain
a strong focus on continued cost discipline. We retain our 2023
CET1 ratio of 13-14%, and we have upgraded our return on
tangible equity target in 2023 to comfortably above 10% for
the Group.

(1) Income excluding notable items.
(2) Go-forward group excludes Ulster Bank Rol.

Tackling climate change

One key area where our bank has a critical role to play is

in helping to tackle climate change. It is the biggest challenge
we face as a society, requiring collaboration and co-operation
on a global scale, and NatWest Group was proud to sponsor
the COP26 global climate conference which took place in
Glasgow in October/November 2021.

Our industry has a responsibility to drive and influence positive
change. As such, NatWest Group is committed to getting its
own house in order, bringing to an end the most harmful
activity and providing the support, advice and products our
customers need in order to accelerate the transition to a
net-zero economy.

We are one of the few banks to offer a Green Mortgage product,
with £728 million of lending to retail customers since its launch
in Q4 2020, and we established the Sustainable Homes and
Buildings Codlition with British Gas, Worcester Bosch and
Shelter to improve the energy efficiency of buildings in the UK.
Working with the fintech company CoGo, we were also the
first bank to introduce a carbon-tracking feature in our mobile
banking app. And we are helping colleagues and customers

to move to electric vehicles through a collaboration with
Octopus Energy.

Our Springboard to Sustainable Recovery report found that the
transition to net zero can create a huge opportunity for SMEs.
Close to 40% of our accelerator hubs are dedicated to supporting
sustainable businesses to help our most innovative start-ups to
take advantage of this opportunity. There is a clear societal
responsibility here, but also an obvious commercial imperative
in helping our customers to thrive as we transition to net zero.

Building a culture to champion potential

In seeking to make a positive contribution to the communities we
serve, we are also building an open, inclusive and progressive
place to work, breaking down barriers for our customers and
for our colleagues.

We are a learning organisation and our culture is critical to our
future success. We have worked with our colleagues as well

as with our customers, suppliers and communities to create a
new set of values that reflect the organisation we are today.
Values that match the ambition, optimism and energy our
purpose has given us, and that we can all believe in.

This builds on the progress we have made in recent years as
we consider the needs of all our colleagues and stakeholders.
In 2021, we launched our global Talent Academy to help
identify and develop colleague potential, with almost 4,000
accepted onto the programme. We also offered mental health
workshops for our line managers and our 1,300 Wellbeing
Champions, as well as seeing strong take up of our virtual

GP and physiotherapy offers.

(3) Go-forward group other operating expenses defined as total of expenses less litigation and conduct
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Chief Executive’s review continued
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our target to have a full gender balance in these roles by 2030, 5 i llective climate action beaan I
but a 1% decrease from 31 December 2020. We know we to help reach the 2015 Paris .sedlo:s., = eg le = (: - GCI © rte.gal ot.:tro;s o d
. . industries and all countries. In particular, it showe
have more to do and we continue to focus on the recruitment, Ag reement gOO'S. e i s e
retention and advancement of women to meet our 2030 target. Uit el @i auses i et eldine cEten 6n
In 2020, we launched the Racial Equality Taskforce to listen, deforestction.gnd biodiversitY !oss; and focusing on g
learn and better understand the barriers faced by colleagues, o the opportunities of the transition to net zero. g
customers and communities from Black, Asian and Minority What did it mean for NatWest Group . s
Most of all though, as 100,000 activists walked the 9

Ethnic backgrounds. Of those who disclose their ethnicity,
we have an aggregate of 11% Black, Asian and Minority
Ethnic colleagues in our top four layers in the UK; a 3%
increase since our 14% target was first introduced in 2018.

Living up to our purpose

Over the coming years, we will create a closer and deeper
relationship with the people, families and businesses that
we serve throughout the UK. From teenagers to retirees,
from newlyweds to new homeowners and from start-ups
to the largest multinationals, we will understand them
better, provide more value to them and help them to thrive.

By playing such a central role throughout the lives of our
customers, by taking action on the issues they care about
and by retaining their business as their needs and aspirations
change, our bank will go from strength to strength.

More than that, it will make a meaningful contribution to our
society, helping to grow and transition our economy as we
move towards net zero, sustainably growing our business
by living up to our purpose.

Alison Rose
Group Chief Executive Officer

to be a principal partner of COP26?

Firstly, it was a huge honour. As one of the UK’s
biggest banks — and indeed the biggest for business
— we have both the ability and the responsibility to

take a major role in the fight against climate change.

We wanted to achieve two things at the conference:
to demonstrate how we can support our customers;
and to ensure that we play a leading role in the
global codlition of financial services organisations
tackling climate change.

We know the financial sector is a key enabler in

the drive towards net-zero emissions, so we invited
our customers to COP26 and held events that
explained the huge opportunity that climate change
can bring to businesses. We formed alliances to help
customers ‘green’ their homes, and collaborated with
organisations such as CoGo to help our customers
understand their carbon footprint. In this sense,

we saw the conference as an incredible chance

to showcase and develop the practical support we
can offer our retail and business customers to lower
their emissions.

With regard to collaborative action, we signed

up to the UK Government’s joint declaration on
accelerating the transition to 100% zero emission
vehicles, as well as announcing that we will be one
of 27 new members of the Powering Past Coal
Alliance, to accelerate the global transition from
coal. This follows on from our role as a founding
member of the Net Zero Banking Alliance and

o bl

L.

b | & Eﬂ" F |

.

A |

You mention the financial sector
is a key enabler, how can banking
make a difference?

Banks have a vital role to play —

by providing customers with access
to the necessary finance, expertise
and products, there is the chance
to drive real, positive change.

Importantly, | believe this is not only

good for the planet, but good for business
too. Our ‘Springboard to Sustainable
Recovery’ report clearly highlights this.
The report shows that small and medium-
sized enterprises (SMEs) can deliver

a significant amount of the UK’s
abatement targets, if they get the

right support. And this, we believe,

is a huge opportunity for businesses.

Demand for the financing to make this
happen is already significant. In 2020,
we set out to provide £20 billion of Climate

and Sustainable Funding and Financing over

two years. | am delighted that we met this

streets of Glasgow, it felt like a rallying call to embed
climate in all our decisions. Time will tell, but | hope
that COP26 will be remembered as the moment
where climate change truly became a global priority.

juawabpupw pydDD pPuD Hsiy I
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becoming part of the new codlition of the Glasgow

) . . initial target in under 18 months, so in October
Financial Alliance for Net Zero (GFANZ).

2021 we committed to an ambitious new goal

of providing an additional £100 billion of Climate

and Sustainable Funding and Financing between m Read more about our Climate-related
1 July 2021 and the end of 2025. CIEAEANCECN R D
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Our purpose framework

A relationship bank
for a digital world

We are guided by
our purpose

A 4

We are informed
by the needs of our
stakeholders

A 4

We have four
strategic priorities...

A 4

...creating a positive
impact through our
areas of focus

12 NatWest Group 2021 Annual Report and Accounts

We champion potential, helping people,
families and businesses to thrive

Read more on page 13

Delivering long-term sustainable value and
attractive returns, now and for the next generation

Investors

P
g © Customers n.|1|]J]

Colleagues
L@@ 9

Regulators g/— Suppliers
o O

PN
666 Communities

Read more on pages 14-17 and 54-63

Focused on growth, underpinned by our values
and an intelligent approach to risk:

Supporting
customers at every
stage of their lives

Simple to
deal with

Powered by
innovation and
partnerships

Sharpened capital
allocation

Read more on pages 18-19

Enterprise

158

Learning

Read more on pages 30-31

Our purpose

NatWest Group champions potential, helping people, families
and businesses to thrive. Because when they thrive, so do we.

Our purpose guides and underpins everything we do.

It enables us to build long-term value, to invest for growth,
to make a positive contribution to society and to drive
sustainable returns for shareholders.

Our stakeholders

We aim to balance the different interests of our stakeholders -
customers, investors, colleagues, communities, regulators and
suppliers — in all our decision-making, especially when there
are difficult choices to be made. We also recognise the need
for transparency and openness, regularly engaging and
seeking the views of our stakeholders.

Our blueprint for better business

Honest and fair
with customers and
suppliers

A good citizen

Our purpose:

Deliver long-term
sustainable
performance by
championing potential,
helping people, families
and businesses to thrive

A responsible and
responsive employer

A guardian for
future generations

Our robust balance sheet, strong capital position and capital
generative businesses mean we are well placed to support our
customers and invest for growth, as well as driving sustainable
returns to shareholders and creating long-term value for all
our stakeholders.

Our strategy

We are a relationship bank for a digital world. Our strategy
for growth delivers on our purpose and drives sustainable
returns to shareholders through four strategic priorities:
we will support our customers at every stage of their lives;
we will be powered by innovation and partnerships as we
accelerate our digital transformation; we will be simple

to deal with; and we will allocate our capital in a way

that delivers for customers and shareholders.

Our values

Our values are at the heart of how we deliver our purpose-led
strategy. In 2021, responding to feedback from stakeholders,
we engaged with colleagues, customers and communities to
re-envision a modernised set of values that fully align with our
strategic priorities. These collaborative and evolved values
will be launched in 2022 and will form an integral part of

our cultural identity.

Our positive impact

We recognise the huge responsibilities that our role

brings — from supporting the day-to-day financial needs

of 19 million customers, to the positive impacts we can have
on the environment and wider society.

We have identified three focus areas where we can make
a meaningful contribution and build long-term value in
our business:

Climate

We have made addressing the climate challenge and
supporting our customers in their transition to net zero
a key strategic priority.

Enterprise

We are committed to removing barriers to enterprise and
providing businesses in the UK the support they need to grow.

Learning

We are helping people to take control of their finances,
to make the most of their money, safely and securely —
now and in the future.

NatWest Group 2021 Annual Report and Accounts 13
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Our stakeholders

Stakeholder
engagement

Our business is made up of a network of relationships. Listening, engaging

and partnering with stakeholders helps us to address our business impacts
and improve outcomes for customers, society and the environment. Below,
we highlight who our key stakeholders are and some examples of how we

collaborate with them to create value.

What we discussed

How we engage
across the company

How we engage
at Board level

Key ESG topics for our stakeholders

In 2021 we carried out an Environmental, Social and Governance (ESG) materiality assessment, involving a programme of
stakeholder engagement to deepen our understanding of the ESG topics that matter most to them. The findings guide our reporting
and decision-making, ensuring we remain focused on the right issues. While we have identified climate, enterprise and learning as
the three focus areas of our purpose where we can make a meaningful contribution, our 2021 assessment confirmed that our
stakeholders believe there are many other important ESG topics for NatWest Group to consider, particularly those related to

our core business responsibilities.

Read more about our ESG materiality assessment, including our methodology, in our 2021 Environmental,
Social and Governance Supplement.

Outcome of engagements Challenges we faced

How we engaged

ﬁo Customers — the people and businesses we serve

— Face to face with retail customers via branches, mobile
branches and with our community bankers. Also, through

our video banking, telephony and secure messaging services.

— Customer surveys including Net Promoter Scores (NPS),
syndicated surveys, focus groups and listening sessions.
— Complaints.

— With businesses, through Bankline for our business and
commercial customers; our Accelerator, Business Builder

and Digital Boost programmes; and our Banking on Business

Surveys, polls and discussions.

— Customer engagement programme for
non-executive directors.
— Customer feedback videos.

We support customers with their financial wellbeing, goals
and plans, our products and services, and with advice on
how to avoid fraud and scams.

Customer experience and satisfaction, climate change
(including COP26), problem debt and financial distress, our
youth proposition, and building thriving local communities.

Examples included service quality, and processes such

as fraud blocking and customer due diligence.

COVID-19, Brexit, support for small and medium-sized
enterprises (SMEs), removing barriers to enterprise,

UK Government’s Levelling Up agenda, transition to a net-
zero economy.

Customer experience and how our customers think about us.
Changing customer behaviours and product feedback.

:;6@ Colleagues - the people who deliver our purpose

— Our View opinion survey.

— Wellbeing Champions, Inclusion Champions, Our Colleague

Experience Squad and employee-led networks.

— Team meetings, town halls and all-colleague webinars.

— Junior Management Team (JMT).

— Colleague Advisory Panel.

— Board and Group Sustainable Banking Committee (SBC)
talent sessions with potential Group Executive Committee
(ExCo) successors.

14 NatWest Group 2021 Annual Report and Accounts

Our View asks for colleague opinion on topics such as
purpose, wellbeing, inclusion, leadership and reward.
Our colleague representative groups are passionate
about advancing topics that influence our culture, such
as wellbeing; new ways of working; diversity, equity
and inclusion; colleague capability; and remuneration.
Several of the above topics, plus our sustainability aims.

The JMT mirrored the size and shape of the executive
leadership team, and supported several strategic goals.

Wellbeing, remuneration (including executives and

the wider workforce), climate, retail banking strategy,
sustainability and purpose.

Board: customer behaviour and purpose, sustainability
and climate.

SBC: how we can continue to support, build relationships,
and grow within the communities we serve.

(*) Within the scope of EY assurance. Refer to page 78

— In 2021 we delivered 6.1 million® financial capability interactions and helped
470,8130) additional customers start to save. We helped 111,895 people to
identify scams and know where to go to get help in 2021.

— In terms of customer advocacy in 2021, NPS for Retail Banking improved by six
points for NatWest and seven points for Royal Bank of Scotland. In Commercial The way people bank with us has
Banking, NatWest maintained a leading score in the market while Royal Bank changed dramatically in recent years,
of Scotland is one of the leading brands - refer to page 56 for full details. with an increased demand for mobile

— Complaints provided us with the opportunity to improve our journeys for and online services as customers benefit
customers and enhance colleague capability. from a faster C”?d easier way to bank.

— Our Digital Boost collaboration has supported SME recovery and helped However, we still have more thq,n 800
drive inclusive economic growth. We have committed to support Digital Boost branches open and 16,000 physical

to offer expertise to 500,000 women and 200,000 people from ethnically points of presence inc!uding our ATM
diverse backgrounds. network and our relationship with the

Post Office.

Several customers reached out to us
expressing their dissatisfaction at the
closure of their local branch.

— Non-executive directors were able to observe customer-facing colleagues in
action and to hear customer feedback as part of a focus group or customer
listening surgery.

— Feedback videos were shown to NatWest Group Board as part of the
annual Board strategy session and provided useful insights to help inform
Board discussions.

Closing a branch is a decision we take
very seriously — we know it can affect
people who are less confident with the
alternatives we offer. We will strive to
guide those customers through the
changes and find the best way to
serve them from now on.

— Our View September 2021 survey results showed that overall colleague
sentiment remains strong, despite the impact of the pandemic.

— Our c.1,300 Wellbeing Champions supported and amplified our wellbeing
strategy, signposting colleagues to the right resources at the right time.
We continued to support our c.24,000 participant employee-led networks,
who empowered colleagues and helped to create an inclusive workplace.

Over 46,700 colleagues (81%)
participated in our September 2021

Our View survey. Despite colleague
sentiment on culture, purpose, inclusion
and building capability remaining strong,
— In 2021, we transformed our approach to mandatory diversity, equity and inclusion scores in the reward category have

learning. With help from some of our c.1,500 Inclusion Champions, we created an
e-Learning module featuring videos focusing on lived experiences of colleagues.

— The JMT created Mystery Meetups — an initiative that encourages connections
across NatWest Group, promoting wellbeing and a one-bank mentality.

declined since 2020, but remain aligned
with the Global Financial Services Norm
(GFSN) in all but one question. We will
seek to address this, subject to
performance, in 2022.

— The Colleague Advisory Panel continued to provide an important
two-way communication channel between the Board and colleagues
on key topics of interest.

— Executive talent sessions helped our non-executive directors get to know
potential future leaders, through focused debates on strategic topics.

Across all 15 measured categories,
NatWest Group is an average of 11
percentage points above the GFSN

and five percentage points above the
Global High Performance Norm (GHPN).

NatWest Group 2021 Annual Report and Accounts 15
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Our stakeholders continued

uodau 01691015

How we engaged What we discussed Outcome of engagements Challenges we faced
3% e . Nl
888 Communities — the places where we have an impact (*) Within the scope of EY assurance. Refer to page 78
— We continued to engage with our charity relationships, — We discussed raising awareness of charitable donations, — Our direct community investment in 2021 amounted to £7,266,818(). Across all During 2021, the COVID-19 pandemic
supporting them through Payroll Giving, colleague fundraising and enabling employee volunteering and fundraising of our fundraising and volunteering programmes, our colleagues have given resulted in NatWest Group temporarily
and volunteering, and disaster and emergency appeals. opportunities through our Do Good Feel Good campaign. £3,543,533 and 43,003 worktime volunteering hours. closing two popular volunteering
— We supported young people through the delivery of our — MoneySense gave financial advice to young people while — MoneySense has helped 10 million young people learn about money since it programmes — MoneySense for Schools
MoneySense and CareerSense programmes. our CareerSense programme provided critical was launched in 1994, and is currently supported by over 6000 active volunteer RN oIV it RV, Tl A LA} n
employability skills — especially to those from colleagues. CareerSense has seen 8,200 pupil registrations since its launch in MoneySense for Schools remained §
underprivileged backgrounds. June 2021. closed throughout 2021, though online g
— NGOs, academia and think tanks. — We discussed several climate-related topics, such as our — We sponsored COP26, published our first Nature and Biodiversity Statement, resources were still available. However, 3
lending policies, Paris Alignment, biodiversity and COP26. and signed up to the Net Zero Banking Alliance and other commitments. due to the TCV programme being z
delivered outdoors, in June we were
— The Chairman, Group CEO, Group CFO and selected — Progress against our climate ambitions, goals and targets. — Non-executive directors and the executive team spent time talking with once again able t'° offer colleagues the
non-executive directors attended the COP26 Climate Summit  — Regulatory and investor expectations in relation to climate. customers, colleagues and industry peers at a range of climate-focused events. chcnc.e t_° do.thelr bit FO help nature
along with members of the executive team. and biodiversity to thrive.

= Suppliers — where we source our goods and services

— Regular review meetings with key suppliers. — Environmental and ethical sustainability. — In collaboration with key stakeholders, we completed the first review Where suppliers that underwent the o
~ Policy due diligence activity. — Prompt payment. of our Supplier Charter, which sets out our aims and expectations in EcoVadis assessment performed below )
— Audit reviews. - Risk management. several key areas. the global average, we know there is §
— We worked with EcoVadis - a leading organisation providing third-party more we can do to engage and support 3
evidence-based assessments of sustainability performance - to measure our them in improving their performance on ®

own performance and that of our suppliers against the charter, enabling us key sustainability topics.

to identify social, environmental and ethical improvements.
To achieve this, we have put in place

a strategy for 2022 that aims to enable
our suppliers to improve and help us
cultivate a more responsible value chain.

— Business reviews (regular Board reports) — Regular updates on key supplier and partnership — Business review updates provided the Board with visibility on key supplier
relationships and initiatives being undertaken with them. activity and how this supported our purpose, strategy, financial performance
and climate ambitions.

ﬂﬁ]ﬂﬂ Investors — providers of the capital and funding that supports our business activities

— Investor spotlight sessions, presentations at industry — These presentations provided a deep dive into key areas - Institutional investors and research analysts gained a deeper understanding of COVID-19 restrictions presented a
conferences and meetings with our senior management. of the business, progress to date and future priorities. our business and were able to ask questions of the wider management team. challenge for the 2021 AGM. As a
solution to investors being unable to
— The Chairman, Group CEO, and Group CFO took part in — Progress against strategic priorities, financial performance, — The Chairman, Group CEO and Group CFO have an open dialogue attend the AGM, we held a virtual
a programme of engagement through quarterly results capital return policy, environmental, social and governance with institutional investors, updating investors on progress and keeping shareholder event one week prior to
presentations and 1-1 meetings with our largest investors. topics, regulation and the macroeconomic environment. the Board informed about their views and priorities throughout the year. the AGM. Investors had the opportunity
— The Chairman, Group CEO, and other non-executive — As above, plus a discussion around dividends and share — Private shareholders also had the opportunity to raise any concerns directly to hear from Board members and ask
directors represented the Board at three virtual shareholder price performance, supporting enterprise and tackling with Board members at our virtual shareholder events. questions prior to voting on the AGM
events with private shareholders. climate change. resolutions. Answers and a recording of
— The Chairman and a number of non-executive directors — Board succession planning, diversity and inclusion, key — Investors received an update on key corporate governance topics and the the SUELL e made available on our
hosted a corporate governance forum for investors. areas of Board focus, ‘Say on Climate’ resolutions. Board heard their views on evolving practice for Say on Climate resolutions. website. Holding the event demonstrated
that engagement with investors is a
priority for the Board. I
—il . <)
E@ Regulators — who we seek to comply with 2
g
. . . . . . . ()
— We engaged in several regulatory consultations. — Alternative risk-free reference rates (to replace LIBOR). — We sent b|'Iatero.I responses t9 material consultations or other requests for ) In December 2021, NatWest Bank Plc 2
— Credit risk. comment/input issued by various government, regulatory and standard setting was fined £264.8 million by the FCA for
— Cybersecurity. bodies during 2021. three breaches of the Money Laundering
— Historical conduct issues. — We engaged with regulators during the policy proposal phase on several Regulations 2007. We deeply regret that
_ Access to cash. occasions to help inform priorities — examples included the independent review we failed to adequately monitor one of
_ COVID-19 support measures andirecovery. of ring-fencing and proprietary trading and the FCA’s proposals for a new our customers between 2912 and 2016
. . . consumer duty. for the purpose of preventing money
— Environmental, Social and Governance issues. - .
laundering. We cooperated fully with
. . . o . . . the FCA'’s investigation. As part of its z
— Prudential Regulation Authorlty (PRA) attendance at — PRA periodic summary meeting (PSM) outputs. - The ’Board were aple to .heor directly from the.PRA on the key messages in the ongoing programme of investment in S
July 2021 B?ard .meetlng. . o ' . . PRA’s PSM letter, |.nclud|ng regulator: expectations for key areas of Board focus. R people, processes and technology, §
— Non-executive directors engaged with regulators through — Topics included strategy, financial performance, capital — Engagement meetings allowed the directors to understand the regulators’ key NatWest Group’s financial plans 5
continuous assessment and proactive engagement meetings. distributions, Board and Committee priorities, Board areas of interest and provide them with direct feedback on those topics. already include over £1 billion to g
effectiveness, governance, risk and control environment, further strengthen financial crime g
financial crime and ring-fenced bank independence. controls over the next five years. S
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Our strategy

A strategy to deliver our purpose,
driving sustainable returns

Our execution is centred around our purpose, driving sustainable growth
through our strategic priorities. We are a relationship bank for a digital world,
building ever-deeper and closer connections with our customers throughout
their financial lives, enabling people, families and businesses to thrive.

— We acquired fintech company RoosterMoney,
whose pocket money app aims to build money
confidence and financial capability from an
early age.

— We delivered £2.2 billion of gross lending to
small and medium-sized businesses in 2021
and processed 1 in 4 UK payments.

— In Retail Banking, we have completed £728
million of Green Mortgages since their launch
in Q4 2020, rewarding customers for choosing
an energy efficient home.

— We made it easier for our customers to
understand their financial health, by providing
c.1 million financial health checks during 2021.

Outcomes

We are more relevant to our customers by building
deeper relationships and evolving our propositions
to meet more of their needs throughout their lives.

18 NatWest Group 2021 Annual Report and Accounts
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Powered by innovation
and partnerships

— Around £3 billion in investment continues to be
made (over 2021-2023), of which c.80% relates
to digital and technology programmes.

— As the first major bank to join forces with
a renewable energy supplier through our
collaboration with Octopus Energy, we offer our
retail, business and wealth customers a tailored
package that improves the cost and efficiency
of owning and running an electric vehicle.

— Collaborating with the fintech firm CoGo,
we were the first bank to introduce a carbon-
tracking feature in our mobile banking app.

- We established the Sustainable Homes and
Buildings Coadlition with British Gas, Worcester
Bosch and Shelter to improve the energy
efficiency of buildings in the UK.

Through technology and digital expertise, we
deliver an excellent customer experience by
harnessing our internal knowledge and experience
of partnering with leading external organisations
around the world.

Simple to deal with

Q

Sharpened capital allocation

— 87% of our retail customer needs are now
met digitally, with 60% of our customers banking
exclusively digitally.®

— There were 10,200 video banker conversations
per week in 2021 across Retail Banking,
compared with 3,300 per week in 2020.

—1n 2021, Cora, our Al virtual assistant,
handled 10.7 million Retail Banking
conversations, up 27% on the previous year.

— Following our investments to improve customer
journeys, 70% of digitalised new account
openings in Retail Banking were completed
without human intervention in 2021; this
compares with 45% in 2020.

By being simple to deal with we improve both
customer experiences and colleague engagement.
We focus on great customer service technology
and improving customer journeys.

— The NatWest Markets’ refocus has made
substantial progress in 2021; risk-weighted
assets reduced from £38 billion in 2019 to
£24 billion in 2021.

— We have made good progress on our phased
withdrawal from the Republic of Ireland and
expect the majority of the Allied Irish Banks p.l.c.
(AIB) and Permanent TSB p.l.c. (PTSB) asset
sales to be largely complete by the end of 2022
and deposits to reduce over a longer timescale.

— £3.8 billion shareholder distributions were
announced for the financial year 2021.

— We completed £17.5 billion in Climate and
Sustainable Funding and Financing in 2021,
including £8.1 billion contribution towards
our £100 billion target.®

Effective deployment of capital and efficient
portfolio discipline helps manage risk and drives
sustainable returns.

(1) Retail Banking current account customers only based as at 31 December 2021 —
metric is 87% of our retail customer needs are now met digitally, with 60% of our
customers banking entirely digitally. Only activity in the last quarter is considered.

(2) In October 2021, having surpassed our previous 2020-21 £20 billion target during
H1 2021, NatWest Group announced an ambition to provide £100 billion climate
and sustainable funding and financing between 1 July 2021 and the end of 2025.
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Our strategy in action

1odau 01691015

MBIASJ [DIoUDUI]

Supporting
customers

at every stage
of their lives

S0UDUIBA0L)

We’re always here to help our customers “We’re passionate

when they need us. about getting to
know our

So, when Nathalie decided to pursue her goal of buying a car to give her customers Clnd

more flexibility when travelling, we were ready to support.

supporting them

It was late afternoon on a Friday when Nathalie got in touch with us. She’d : .
wanted a car for a long time and was unsure on how to go about it, but a Wlth G” the|r
prompt on her NatWest mobile app about a personal loan offer was the bGﬂkiﬂg needs”
encouragement she needed to drive ahead with her plans.

Nathalie booked a video call with us using her mobile app and was
speaking to one of our team within 15 minutes. We made the process
simple and easy for Nathalie, taking her through the loan application and
also identifying that Nathalie would benefit from a savings account.

By 6pm that evening, Nathalie had the loan money in her account, giving
her the financial support she needed to buy a car. We’re passionate about
getting to know our customers and supporting them with all their banking
needs, whether we’re helping them in-person in a branch, or through one
of our innovative digital channels like video banking.

We think the help we gave to Nathalie is a great example of NatWest
Group’s determination to build deeper relationships with our customers
and support them to achieve their different goals in life.

SJUBWSIDIS [DIOUDUI

Paul French,
Senior Personal Banker,
NatWest Torquay Branch
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Our strategy in action ’
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Powered by innovation

and partnerships

Vernon is passionate about brewing,
and sustainability.

His company, Wye Valley Brewery in Herefordshire, has grown
from humble beginnings to now distributing to over 1,200 pubs,
as well as selling to all the major supermarkets.

And as the business’s operations have expanded over the years,

so have its sustainability ambitions. Reducing its carbon footprint has
been a key priority. The company had already installed over 1,000
solar panels, producing around 280 kilowatts of electricity, but it
also wanted to make the switch to all-electric vehicles.

For Vernon, investing in sustainable and innovative technology is
key to the long-term success of his business. And this is exactly
where NatWest was able to help.

When Vernon mentioned his plans to the NatWest relationship manager,
we were able to tell him of our collaboration with Octopus Energy.
Through our collaboration — the first time a major bank and a renewable
energy supplier have joined forces — we offer our retail, business and
wealth customers a tailored package that improves the cost and efficiency
of owning and running an electric vehicle.

The brewery now has eight charging points which the staff can use
and are also open to the public. Vernon believes it has made a real
difference in his company’s shift to electric vehicles.

With our focus on partnerships and innovation, NatWest Group is making
it easier and more affordable for our customers to make a positive
difference to our environment.

[> Watch the story online

NatWest Group 2021 Annual Report and Accounts

“With our focus
on partnerships
and innovation,
NatWest is making
it easier and more
affordable for our
customers to
make a positive
difference to our
environment.”

/

wYE VALLEY

BREWERY

Vernon Amor,
Managing Director,
Wye Valley Brewery
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Simple
to deal with

Mica had always dreamed of running “By combining the g

her own business. right products and 3
being simple to B

o e e es, 00l with, we

the pandemic struck. make life easier

Being a start-up company can be hard enough at the best of times. fOI’ our customers.”

But trying to connect with suppliers and customers during a national
lockdown was a real challenge. Mica needed all the support she
could get.

As a long-standing personal banking customer, she knew NatWest
was simple to deal with. So she reached out to our business banking
team for help with setting up Floral Glory’s payments system.

Running her business from home initially meant that transactions
needed to work across virtual and physical platforms. Tyl by NatWest
provided the solution.

It allowed Mica to accept online payments securely through her
website or by phone. The next-day business settlement also really
helped in the early days when cash flow was so important.

After the lockdown, when Mica moved into her premises, Tyl once
again helped her keep things simple. The portable card machine was
ideal for moving around the shop, while each payment integrated
straight into her accounting software.

Mica’s story shows how NatWest is here to help.

By combining the right products and being simple to deal with,
we make life easier for our customers.

SJUBWSIDIS [DIOUDUI

D Watch the story online

Mica Johnson,
Owner,
Floral Glory
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Our strategy in action

Sharpened
capital allocation

The team at Lightsource bp believe “Focusing the

there’s huge potential in the transition allocation of

to a net-zero economy. capital in this way
makes perfect

They should know. As a global Iegder in the, development and sense. It’s gOOd

management of solar energy projects, they’ve seen the market -

for renewables grow sharply over the past decade. for our bUSIﬂeSS,

But accessing that opportunity has required hard work, innovation the Companles

and, of course, the financing to make it happen. WERSE pport, C]nd

NatWest Group has supported Lightsource bp throughout its journey our p|(]net”

from a UK start-up 10 years ago, to its emergence as a major renewable

energy firm.

The company now employs 700 industry specialists working across
17 countries to help deliver affordable and sustainable solar power
for businesses and communities around the world.

i For us, our work with Lightsource bp aligns perfectly with our
y purpose and climate ambitions. We know the financial sector is a
=y *j. key enabler in the drive towards net-zero emissions, but it’s more than
k. that. As well as being good for the environment, it’s also good business.
Lo
. 1' It’s a belief we have committed to with our announcement in 2021
" to provide an additional £100 billion of Climate and Sustainable Funding
| and Financing by the end of 2025.
. ! s And we’re continuing our journey with Lightsource bp too — agreeing
/ in 2021 to be part of the funding package for the company’s ambitious
\ ‘1 new growth strategy.
] k" q :' E We believe focusing the allocation of capital in this way makes perfect

.{ | sense. It’s good for our business, the companies we support, and our planet.

D Watch the story online

Lightsource bp, *
solar array -

: |

1
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Key performance indicators

Measuring
our performance

Financial

Net lending Cost reduction

£bn £m

2021 2020 2019 2021 2020 2019

Achieve net lending growth in
our UK and RBSI retail and
commercial businesses.

other expenses excluding OLD
and Ulster Bank Rol direct costs

in 2021.
Why i

Achieve a c.4% cost reduction in

CET1 ratio

%

1Jan 2021 2020 2019
2022

Achieve CET1 ratio target of
13-14% by 2023.

portant?

Delivering long-term sustainable performance.
Run a safe and secure bank.

Our performance

Across the UK and RBSI retail

and commercial businesses and
excluding UK Government support
schemes, net lending increased by
£7.8 billion, or 2.6% largely driven
by mortgages. Mortgage growth
exceeded the market, however
commercial lending was behind
market as we have sought to
reduce certain exposures, through
targeted sector reductions and
capital actions, whilst continuing
to focus on supporting customers
through sustainable lending.

A cost reduction of £256 million,
or 4.0%, in 2021, in line with our
target for the year.

This has been achieved by
transformation across our
customer journeys and in the
NatWest Markets business.

The CET1 ratio remains strong
at 18.2%. The 30 basis points
reduction in the year principally
reflects capital distributions,
partially offset by the reduction in
RWAs and the attributable profit.
RWAs of £157.0 billion reduced
by £13.3 billion in 2021 mainly
reflecting business movements in
Commercial Banking, including
targeted sector reductions,
improvement in risk parameters
and active capital management.

Link to strategy and areas of focus

Supporting customers at @ Simple to deal with.

every stage of their lives.
Powered by innovation
and partnerships.

Sharpened capital
allocation.

How we measure our progress and our future priorities

In 2022 we expect income In both 2022 and 2023 reduce
excluding notable items to be
above £11.0 billion in the

Go-forward group.

excluding litigation and conduct
costs by around 3%.

Go-forward operating expenses,

Aim to end 2022 with a CET1
ratio of around 14% and target
a ratio of 13-14% by 2023.

Future priorities

Read more: Our investment case on page 8 and Outlook statement on page 51

Return on tangible
equity
%

2021 2020

Achieve return on tangible
equity target of 9-10% by 2023.

Return on tangible equity
which was 9.4% at year end,
benefitted from significant
impairment releases.

Simple to deal with.

Q Sharpened capital
allocation.

Supporting customers at

every stage of their lives.

In 2023, we expect to achieve
a return on tangible equity of
comfortably above 10% for
the Group.

Link to remuneration
Read more on how the KPlIs are aligned to executive directors’ remuneration in our Annual remuneration report on pages 158 to 174.
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Non-financial

1odau oibajoag

Climate and Sustainable
Funding and Financing

£bn ®

Supporting enterprise

2021 2020

Build up and strengthen
a healthy culture

o]
o

6L

2021 2020

2021 2020 2019

Net Promoter Score

[44
174
€C

2021 2020 2019

Provide an additional £100 billion
of Climate and Sustainable
Funding and Financing from

1 July 2021 - end 2025.

Support removal of barriers to
UK enterprise growth through
the provision of learning,
networking and funding
interventions.

Achieve the culture target,
as measured through the
NatWest Group ‘Our View’
colleague survey.

Why is it important?

Increase the likelihood that
customers will recommend our
brands. Achieve NPS targets
for our core customer-facing
businesses.

A guardian for future
generations.

To be a leading bank in
the UK helping to address
the climate challenge.

A good citizen.

Remove barriers to
UK enterprise growth.

A responsible and
responsive employer.

Build up and strengthen
a healthy culture.

Our performance

Honest and fair with customers
and suppliers.

In October 2021 having
surpassed our 2020-2021 target
of £20 billion in the first half of
2021 we announced an ambition
to provide an additional £100
billion between 1 July 2021

and the end of 2025. In 2021
we provided £17.5 billion of
Climate and Sustainable
Funding and Financing®,
including £8.1 billion®
contribution to our

£100 billion target.

We have supported ¢.55,000 @
individuals or businesses through
enterprise programmes with

¢.200,000) customer interventions

delivered. Of those supported,

c.26% were from Black Asian and
Minority Ethnic backgrounds

c.60% identified as female.
c.52% were purpose-led.

c.75% were outside of London and
the South East.

In 2021 we exceeded our target
on Culture by two points. Our
target was to be seven points
above the Financial Services
Culture Board (FSCB) norm.

For Culture measurement and
assessment, our calculation
methodology aligns with that
used by the FSCB.

Link to strategy and areas of focus

B NatWest Retail main bank NPS
exceeded its target by five points,
up six points year on year.

B NatWest Business Banking
missed its target by two points
and continues to be ranked 3rd.

NatWest Commercial Banking
retained first position and its
lead over next best competitor.

How we measure our progress

@ Simple to deal with.

Funding and financing

provided to support climate and
sustainable activities, in line with
our Climate and Sustainable
Finance Inclusion (CSFl) criteria.

Support 35,000 businesses
through enterprise
programmes!’) with 200,000
customer interactions to start,
run and grow a business.

We independently survey
thousands of customers each
year, asking them how likely
they would be to recommend
the bank.

Future priorities

NPS improvement of: one point
for NatWest Retail Main Bank or
be 5th or better; four points for
NatWest Business Banking and
be 3rd or better.

Read more: Our climate-related
disclosures on pages 64 to 71
and in our Climate-related
Disclosures Report.

Read more: Our purpose-led
areas of focus on pages 30 and
31 and in our ESG Supplement.

(*) Within the scope of EY assurance. Refer to page 78.

(1) Refer to page 31 for further details.

Read more: Our colleagues
section on pages 58 to 61
and in our ESG Supplement.

Read more: Our customers on
page 54 to 56.
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Our purpose-led focus areas

Our purpose-led areas of focus
building long-term value

We are committed to championing potential, helping people, families and
businesses to thrive. Aligned to our purpose are three focus areas where we
believe we can make a long-term, meaningful contribution to our customers,
colleagues and communities. These are: climate, enterprise and learning.

Our ambition

Our areas of focus

contribute to UN Sustainable

Development Goals (SDGs):
4 i Ay

Mi| &

DECENT WORK AND 1 u REDUCED 13 CLIMATE
ECONOMIC GROWTH INEQUALITIES ACTION

ﬁ/" o | &>

v

1 PARTNERSHIPS
FOR THE GOALS

&

As well as highlighting
activity that relates to each
of the SDGs above, case
studies throughout this
report will reference positive
impacts mapped against
other SDGs. More detail

on our embedding of SDGs
can be found in our ESG
Supplement. As signatories
of the UN Principles for
Responsible Banking, we
also remain committed to
aligning our strategy with
the 2015 Paris Agreement
and the SDGs.

Please refer to section 1.2 in the
NatWest Group plc Climate-related
Disclosures Report for further detail
on our net-zero ambitions.

Please refer to section 3.5.2 in the
Natwest Group plc Climate-related
Disclosures Report for further details
on outcomes.

Against a 2019 baseline. Direct own
operations is defined as Scope 1,
Scope 2 and Scope 3 (paper, water,
waste, business travel, commuting
and work from home) emissions. It
excludes upstream and downstream
emissions from our value chain.

In October 2021, having surpassed
our previous 2020-21 £20 billion
target during H1 2021, NatWest
Group announced an ambition to
provide an additional £100 billion
Climate and Sustainable Funding
and Financing between 1 July 2021
and the end of 2025.

Our targets

£100bn

-50%
50%

-50%

Net zero® by 2050

Climate and Sustainable Funding and Financing between 1 July 2021 and the end
of 2025

at least halve the climate impact of our financing activity by 2030
of our UK mortgage customers’ homes at, or above, EPC C rating by 2030
Full phase out of coal - by 1 January 2030@

reduce our direct® own operations carbon footprint by 2025

Enterprise

Removing the barriers to enterprise

Our targets

35,000
200,000
60%
75%
20%
10%

individuals or businesses supported through enterprise programmes in 2021
interventions delivered to start, run or grow a business in 2021®

of those supported will be female

of those supported will be based outside London and the South East

of those supported will be of a Black, Asian and/or Minority Ethnic background

of those supported will be social purpose-led

Learning

Building financial capability and resilience and enhancing the skills of
our colleagues

Our targets

15m
2m
100%
UK

financial capability interactions delivered by 2023
additional customers helped to start saving by 2023
front-line colleagues professionally accredited within the first 18 months in role

Social Mobility Apprenticeship Programme extended across multiple UK locations

30 NatWest Group 2021 Annual Report and Accounts

Our 2021 performance

£17.5bn"

Climate and Sustainable
Funding and Financing
completed, including £8.1bn
contribution towards our
£100bn target®

2020: £12 bn

£728m")

Retail Banking Green
Mortgage completions”)

Enterprise

c.55,000

individuals and businesses
supported through enterprise
programmes in 2021®

c.200,000

interventions delivered to start,
run or grow a business in 2021®

Learning

8.96m")

financial capability interactions
delivered by 31 December 2021
against the 2023 target

(5

mortgages only.

%
38%")
of Retail Banking mortgages

are at, or above, EPC rating C®
2020: 36%

52%

of gross lending and investment
balances at 31 December 2019
estimated for financed emissions.
A further eight high carbon
emitting sectors estimated

2020: 45% (four sectors)

c.60%

of those supported identified as
female purpose-led businesses

c.75%

of those supported were based
outside of London and the
South East

1.07m0)

additional customers helped
to start saving by 31 December
2021 against the 2023 target®

(6) Retail Banking RBS, NatWest and Ulster Bank Northern Ireland mobile apps.
(7) Retail Banking Green Mortgage products relate only to mortgages for energy efficient homes (EPC A or B rated) and are aligned to
the World Green Building Council definition of green mortgages.

@

Credible
transition plan
assessments

completed for oil and gas majors
and in scope coal customers®?

-46%

reduction in our
direct® own operational
carbon footprint®

c.26%

of those supported were of
Black, Asian and Minority
Ethnic background

c.52%

individuals or businesses
supported were
purpose-led businesses

99.6%

front-line colleagues
professionally accredited within
the first 18 months in role

Percentage of £110.3 billion UK Retail Banking mortgages where EPC data is available. 2020 comparative for England and Wales

Represents approximate number of interventions delivered by and individuals supported through enterprise programmes during 2021,

which is based upon data provided by third parties delivering these interventions without further independent verification by

NatWest Group.

2

(*) Within the scope of EY assurance. Refer to page 78.

Includes instances where customers had savings with other banks and transferred them to their NatWest Group account.

Read more on page 20 of
NatWest Group plc 2021
Environmental, Social and
Governance Supplement

Read more on page 24 of
NatWest Group plc 2021
Environmental, Social and
Governance Supplement

S\

Read more on page 29 of
NatWest group plc 2021
Environmental, Social and
Governance supplement
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Market environment

NatWest Group continues
to adapt to evolving market trends

The environment we operate in is constantly changing. Understanding
the multiple influences on our business enables us to be prepared for change,
to respond quickly, and to create value for the long term.

Economy
Overview

In 2021, the UK economy continued its recovery from the
impact of COVID-19 and lockdown restrictions, with GDP
approaching pre-pandemic levels towards the end of the year.
The employment market continued to remain robust, with the
furlough scheme proving an effective tool to lessen the impact
of COVID-19 as well as helping the labour market emerge from
COVID-19 in a position of strength. Towards the end of 2021,
UK job vacancies remained elevated. Against this backdrop,
inflationary pressure began to build with the Consumer Prices
Index ending the year well ahead of the Bank of England’s 2%
target. Countering inflation is therefore likely to remain high on
the agenda for policy makers in the short to medium term. In
the longer term, demographic change, climate change, high
levels of debt and inequality could all have financial impacts
for our customers.

Our response

Our business performance is correlated with economic factors.
Put simply, when people, families and businesses thrive, so

do we. We know the tough economic conditions many of our
customers have faced throughout the year. As such, we have
remained focused on removing barriers to doing business and
providing more opportunities for companies to grow, helping
the economy to build back better. Initiatives such as our
‘Accelerator’ programme, our ‘Springboard to Sustainable
Recovery’ report, and an additional £1 billion in funding to
help support female-led businesses in the UK recover from
COVID-19 have been a key part of this.

“COVID-19 has increased
our customers’ reliance
on technology with a
further shift to digital,
reinforcing the need
for modern capabilities
and resilient systems.”
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Customers
Overview

Customers’ needs and behaviours are changing as a result of
new technologies. The impact of COVID-19 has accelerated
digital trends as well as prompting different ways of working,
shopping, socialising and communicating. Demographic shifts
and changing labour patterns are also having a profound
long-term effect on customer behaviours, as people work
longer, retire later, rent for longer or buy property later in life.

Our response

Understanding these trends allows us to better support our
customers’ needs, being there at every stage of their lives
and tailoring banking services and products that meet their
evolving expectations. By harnessing new technology and
partnering with leading organisations, we have again
enhanced and evolved our customer experiences in 2021.
We have also continued our efforts to make banking more
accessible for all of our customers through improving face-to-
face, digital and remote interactions. And in 2021, we again
devoted significant focus to supporting customers facing
financial difficulty or in vulnerable situations, as well as
helping more people to start saving.

Technology
Overview

New business models and customer behaviours continue to
rapidly evolve through advancing technology. COVID-19 has
increased our customers’ reliance on technology with a further
shift to digital, reinforcing the need for modern capabilities and
resilient systems. Our active digital users across both personal
and business customers continued to grow in 2021.

Our response

With a focus on innovation, and through collaborations

with experienced companies, our technology solutions have
driven significant benefits for our customers. This has been
particularly evident again in 2021 with our approach to Open
Banking. Leveraging the ability to combine transaction and
bank issuance data has helped us generate invaluable insights
for our commercial customers. In terms of our own digital
estate in 2021, we have also delivered further technological

innovation to help protect privacy and customer confidentiality.

In addition to the strong focus on delivering innovative
solutions for our customers, technology transformation
continues to prioritise simplification, stability and resilience,
as well as year-on-year run-cost reduction.

Cyber threats
Overview

Cyberattacks pose a constant risk to our operations, both in
relation to our own digital estate and indirectly with regards

to our supply chain. Cybercrime continues to evolve rapidly.
Attacks may be from individuals or highly organised criminal
groups intent on stealing money or sensitive data, or potentially
holding organisations to ransom.

Our response

We continue to invest significant resources in the development
and evolution of cybersecurity controls, deploy rigorous due
diligence with regards to third parties and work to protect and
educate our colleagues and customers on fraud and scam
activity. To provide continuity of service for customers with
minimal disruption, we monitor and assess a diverse and
evolving array of threats, both external and internal, as well
as developing, strengthening or adapting existing control
capability to be able to absorb and adapt to such disruptions.

Climate change
Overview

Climate change represents an inherent risk to NatWest
Group, not only from its impact on the global economy and
our customers, but also through its potential effects on asset
values, operational costs and business models as the essential
transition to a net-zero economy accelerates. These risks are
subject to increasing regulatory, political and societal change.
Conversely, the requirement to reduce carbon emissions also
means NatWest Group has a significant role to play in areas
such as the provision of Climate and Sustainable Funding

and Financing.

Our response

Climate risk was formally incorporated into the NatWest Group
risk directory as a principal risk in February 2021 and in April
2021, NatWest Group Board Risk Committee approved a
principles-based climate risk policy. Our Climate Opportunities
Group (COG) was established to support our ambition to be a
leading bank in helping to address climate change. The COG
brings together colleagues from all business segments to
conceptualise and develop opportunities that complement the
NatWest Group climate ambition. Being a principal partner of
COP26 gave us the opportunity to re-state our commitment
to working with our partners to help reduce carbon emissions.
At the conference in Glasgow, we focused on highlighting the
practical support we are providing our customers to help them
achieve their climate ambitions, as well as strengthening our
existing partnerships and building new ones. Our commitment
to tackling climate change means we have already reduced
our direct own operations footprint by 46%, against a 2019
baseline and plan to achieve a 50% reduction by 2025. We
have also set stretching targets for our wider operational
value chain and have an ambition to halve the impact of

our financing activity by 2030.

NatWest Group 2021 Climate and Sustainable
Funding and Financing — Geographical split®

. United Kingdom and Ireland
Western Europe

Other

Total:
£17.5bn

(1) Since 1 July 2021, UK & Ireland £5.5 billion, Western Europe £1.9 billion and
Other £0.6 billion.

Regulation
Overview

We operate in a highly regulated market which continues

to evolve in scope. Areas of current regulatory focus include:
delivering good customer outcomes, in particular the FCA’s
current proposals for a Consumer Duty, which looks to

expand its rules and principles to force firms to provide better
consumer protection; operational resilience, in light of the UK
authorities’ new policy requirements; climate change, and

the development of the regulatory framework for sustainable
finance; fraud and financial crime, with a focus on protecting
customers from ever-more sophisticated scams; capital and
liquidity management, including the UK’s approach to the
implementation of Basel lll; the UK’s future regulatory
framework, following its exit from the European Union and

the opportunities that this provides; digital currencies, with

the development of both public (central bank digital currencies)
and private (e.g. stablecoins) offerings which have the potential
to materially change the digital payments landscape; improving
diversity, equity and inclusion in financial services, through
policy developments focused on improved data collection

and reporting, and use of targets for representation.

Our response

We constantly monitor regulatory change and work with our
regulators to help shape those developments that materially
impact the bank, lobbying when necessary either bilaterally
or in partnership with one of our affiliated industry bodies.
We implement new regulatory requirements where applicable
and use our frequent engagement meetings with regulators
to discuss key regulatory priorities.
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Purpose-led and integrated value creation

How we
create value

We aim to create value for our
stakeholders, having a positive impact
on our environment and wider society.
Our work lends particular support

to the below seven sustainable
development goals.

4 QUALITY 5 GENDER 'DECENT WORK AND REDUCED
EDUCATION EQUALITY

1 CLIMATE 1 PARTNERSHIPS

[ECONOMIC GROWTH INEQUALITIES ACTION 'FOR THE GOALS
. /J a
2

[T ol 1 > L 2 @
v

Find out more in the following sections:

n Our resources
H Our business activities

n How we create value

NatWest Group was a
principal partner for COP26,
widening the involvement

of the business community,
young people and civil society,
enabling voices to be heard
to help progress be made.

34 NatWest Group 2021 Annual Report and Accounts

1 Our resources

Financial

Y il

Human and relationships

Nature

g * 'i"/-_,?"'

Infrastructure

9.4% return on tangible equity, 18.2% CET1 ratio,
£256 million cost reduction and £2,950 million profit
attributable to ordinary shareholders.

We support the financial lives of our customers and
drive economic growth through our well-known brands.

We make appropriate use of shareholder capital and
other forms of financial capital, including £479.8 billion
in customer deposits.

We are committed to sustainability as a driver of value
creation through our investment, products and service.

We rely on an engaged, healthy and inclusive workforce
of 58,500 to deliver our strategy to 19 million customers
in the UK.

Our relationships with all stakeholder groups help to shape
and support our strategy and operations. This includes our
shareholders and regulators, suppliers, consumer and
campaign groups, local communities and more.

We understand we are part of the natural world, benefiting
from resources and ecosystem services to conduct our
business activities. We are forming expert partnerships to
restore degraded lands and forests, to support the needs
of local communities and nature, as well as removing
120,000 tonnes of CO.e each year.

We depend on our property and technology infrastructure,
and that of our supply chain, to run the bank’s systems
and operations. We are also investing significantly in
technology and human expertise to deliver a leading
digital customer experience.

(1) NatWest Group headcount for both continuing and discontinued operations at 31 December
2021, based on global data for active permanent colleagues (including FTC and excl. temps).

Products and services

We provide a comprehensive range of banking and financial
services to personal, business and commercial customers
via our businesses. Examples include current and savings
accounts, credit cards, mortgages and investments for our
personal customers; as well as banking, lending, project
finance, risk management and trading solutions for our
large commercial customers.

Revenues and returns

We earn income from interest charged on lending to our
customers and fees from transactions and other services.

We pay interest to customers who place deposits with us

and to investors who buy our debt securities. We also make
reward payments on products like our Reward bank accounts
and credit cards. The attributable profit generated is either
returned to shareholders or retained and reinvested into
improving our business to benefit our stakeholders.

Customer relationships

We support our personal, business, commercial and
institutional customers with financial services that meet their
needs, which include keeping their funds safe and secure,
improving financial capability and supporting enterprise.

We believe in treating customers fairly, offering flexibility
to our customers in how they choose to bank with us and
providing extra help to customers in vulnerable situations
or financial difficulty.

Partners and networks

Being powered by innovation and partnerships means

we work with a diverse range of partners to help shape our
business strategy and deliver positive outcomes for customers
and society. This includes our supply chain, communities,
academia, regulators, expert advisers, consumer groups and
charities, as well as strategic partners. We are also members
of, or signatories to, a large number of organisations, trade
bodies and frameworks that help us create long-term value
and balance the interests of stakeholders.
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Purpose-led and integrated value creation continued

36

3 How we create value for our customers and society

Supporting customers at
every stage of their lives

Powered by innovation and
partnerships

Simple to
deal with

Sharpened
capital allocation

Supporting enterprise

Building financial
capability

Helping to address the
climate challenge

Jobs and the economy

Protecting our
customers

Improving digital
capability

Community and
charitable giving

Helping our colleagues
to thrive

Homes and housing

NatWest Group 2021 Annual Report and Accounts

Creating opportunities for
businesses and enterprise

Helping people make
better financial decisions

Taking action on the risks and
opportunities of climate change

Supporting employment across
the UK

Keeping money safe and
accessible for our customers

Offering customers more choice
and ways to bank

Making a difference in our
local communities

Building a great place to work
that reflects the society we are
proud to serve

Helping more people access
efficient homes

o

Examples of how we create value

£34.6 billion

gross lending to SMEs and mid-corporates in Commercial Banking,
supporting economic growth.

£1 billion

additional funding made available to support female-led businesses
in the UK to recover from the disruption caused by COVID-19.

470,8130)

additional customers helped to start to save and 6.1 million® financial
capability interactions delivered in 2021.

10 million

MoneySense has helped 10 million young people learn about
money since it was launched in 1994.

£17.5 billion®

Climate and Sustainable Funding and Financing completed, including
£8.1 billion contribution towards our £100 billion target.®)

38%")

of Retail Banking mortgages are at or above EPC rating C.

Early career

We hired over 1,000 interns, graduates and apprentices in 2021
including 205 colleagues who have been recruited through our social
mobility apprentice programmes.

£1.73 billion

Payment of £1.73 billion in tax was made to the UK
Government in 2021 which supported central government
and local authority spending.®

£193.3 million®

We prevented 542,969 cases of attempted fraud against our customers,
amounting to over £193.3 million in the UK.

159 hotline

We are one of the original pilot organisations behind the
new ‘159’ fraud reporting hotline, launched in 2021.

9.7 million"”

active digital customers. 8.3 million actively use our mobile app
and 4.2 million use our online banking platform.

607"

of our active current accounts are customers exclusively
banking with us using digital channels through mobile or online.

32,235 trees

planted by colleagues, in our new tree planting programme with
The Conservation Volunteers.

43,003 hours

were volunteered by our colleagues to local communities and good
causes received over £3.5 million through their giving and fundraising.

Our integrated wellbeing strategy allows us to support colleagues,
customers and communities, and is a key part of NatWest Group
being a purpose-led organisation.

+14 points

Colleague sentiment on inclusivity has continued to increase in 2021,
now reaching a score of 93 percentage points. We are 14 percentage
points above the Global Financial Services Norm and 10 percentage
points above the Global High Performing Norm.

£728 million®

Retail Banking Green Mortgage
completions.

Over 48,000

We have supported more than
48,000 customers with first-time mortgages.)

262,000

customers were helped with mortgage
payment holidays between 2020 and 2021
due to the challenges caused by COVID-19.

(*) Within the scope of EY assurance. Refer to page 78.

(1) In October 2021, having surpassed our previous 2020-21 £20 billion target during
H1 2021, NatWest Group announced an ambition to provide £100 billion climate
and sustainable funding and financing between 1 July 2021 and the end of 2025.

(2) Percentage of £110.3 billion UK Retail Banking mortgages where EPC data is available.
2020 comparative for England and Wales mortgages only.

(3) Comprises £787 million corporate tax, £473 million irrecoverable VAT, £126 million bank

levies, £257 million employer payroll taxes and £88 million other taxes.

Retail Banking Green Mortgage products relate only to mortgages for energy efficient
homes (EPC A or B rated) and are aligned to the World Green Building Council definition
of green mortgages, which has Pioneer status with the Green Home Finance Principles
established by the Green Finance Institute.
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Building a purpose-led bank

Our business
performance

Retail Banking

Through the NatWest and Royal Bank of Scotland brands

we provide a comprehensive range of banking products

and related financial services including current accounts,
mortgages, personal unsecured lending and personal deposits.
We’'re here for customers whenever and wherever they need
us — from our mobile app and online banking, through to our
contact centres and high street and mobile branches.

Private Banking

Private Banking is the Investment Centre of Expertise for
NatWest Group, servicing all client segments across Retail,
Premier & Private Banking. We provide private banking and
wealth management services to UK-connected high-net-worth
individuals and their business interests through the Coutts & Co
brand. We continue to focus on delivering the best client
experience through a proactive engagement model which
supports clients across both sides of their balance sheet —
improving returns by deepening client relationships and
enhancing our digital banking capabilities to make it easier

for clients to deal with us.

NatWest Markets

We help NatWest Group’s corporate and institutional
customers manage their financial risks safely and achieve
their short-term and long-term sustainable financial goals.
We think and act as one bank for our customers, collaborating
with teams across NatWest Group to be the partner of choice
for our customers and their financial markets needs. By
focusing on the things we do best and that matter most

to our customers, we help champion their potential.

Commercial Banking

We offer comprehensive banking and financing solutions

to start-up, SME, commercial, corporate and institutional
customers in the UK. We’re there for our customers as they
start, grow and manage their businesses. Our innovative
products and services help customers achieve their growth,
environmental and social targets. We deliver a high-quality
sales and service experience through our expertise and deep
engagement, locally, regionally and nationally through face-to-
face, direct and digital channels. We continue to support our
customers through the Brexit transition period and beyond.

RBS International

As one of the largest full-service banks operating in the

local and institutional banking sectors in the Channel Islands,
Isle of Man and Gibraltar, we serve international customers
with a UK connection through our International Banking
proposition. We operate under six brands: RBS International;
NatWest International; Isle of Man Bank; Coutts Crown
Dependencies; NatWest Trustee and Depositary Services and
RBS International Depositary Services. We have wholesale
branches and fund depositary services businesses in the UK
and Luxembourg to further serve our institutional clients
and protect investors.

Ulster Bank Rol

Since the end of July 2021 (apart from the UBIDAC asset
finance business which remains fully open), commercial
banking has been closed to new customers, remaining open
for existing customers only. Since the end of October 2021,
we have stopped accepting applications from new personal
customers, but continue to consider applications on a reduced
number of products from existing personal customers, mainly
mortgages. We continue to support our existing customers
pending further decisions on the phased withdrawal.

R RoyalBank <& NatWest -
a‘ Of Scotland A U I Ste r Ba n k Trustee and Depositary Services Ch ! ld (gco'
NatWest
& NatWest International ISLE oF MAN BANK & @ RUMMONDS iﬁthBé ‘ Depositary

@ Lombard
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— International —

UN Principles for Responsible Banking

We have now been signatories to the UN Principles for
Responsible Banking for over two years. In 2021, we
undertook a portfolio impact analysis using the United
Nations Environment Programme Finance Initiative (UNEP FI)
developed tool, responded to the collective progress survey,
and were active in working groups on financial inclusion and
health, biodiversity, and the collective commitment on climate
action. We remain committed to aligning our strategy with
the UN Sustainable Development Goals and the 2015 Paris
Agreement and our progress against the six principles can
be found in our second self-assessment report included in
our 2021 ESG Supplement.

1.

6. Alignment 2

Transparency & Impact & Target

Accountability Setting

5. 3.
Clients &
Customers

Governance
& Culture
4. Stakeholders

Human Rights and Modern Slavery

At NatWest Group, we understand that businesses have an
important role to play in promoting respect for human rights.
We seek to act in accordance with the Universal Declaration of
Human Rights and our approach to respecting human rights

is informed by other international standards and principles
including the UN Guiding Principles on Business and Human
Rights (UNGPs). We have established a human rights steering
group, a management group that brings representatives from
across NatWest Group together to coordinate our activities,
and to make recommendations to NatWest Group Executive
Committee and Board to develop and strengthen our approach.
More information can be found at natwestgroup.com.

Tackling modern slavery forms an integral part of our approach
to human rights. We seek to tackle modern slavery and human
trafficking through continued implementation of policies covering
our customers, colleagues and suppliers and by monitoring our
financing and supply chain for this activity. Our full approach is
outlined in our annual Modern Slavery and Human Trafficking
Statement which can be found at natwestgroup.com.

In 2021, we continued to engage with a range of stakeholders in
relation to human rights including charities, Non-Governmental
Organisations (NGOs) and campaign groups to help grow our
knowledge and understanding of these issues. We remained
members of the Thun Group and the UN Global Compact’s

UK Modern Slavery Working Group. We also continued to

work with anti-slavery charity Unseen to support survivors

and raise awareness of modern slavery with colleagues
throughout NatWest Group.

§ onwecuo i () e 16 Pk isiee
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Ways of Working

Re-imagining the workplace

How do you manage a never-before
moment in the world of work?

That was the question we were suddenly

posed with when COVID-19 hit. But as the
pandemic played out, we quickly started to

think beyond immediate operational requirements
to what a new way of working could look like -
considering the needs of over 58,000 colleagues
across a number of jurisdictions.

But we also knew we had a real opportunity to make
the return to the work environment different from
how it had always been: a more flexible design.
Tailored to what mattered most to our colleagues.

To get there, we adopted a robust, data and
experience-led approach. Through extensive
colleague interviews, executive engagement and
external research we started to build a picture of the
new way colleagues would like to work and interact.

Our insights quickly guided us that one size
wouldn’t fit all. And that a ‘Ways of Working’
framework designed around three models was a
flexible and dynamic way to both deliver colleague
choice and better meet customer needs.

Colleague safety, and health and wellbeing were
paramount during roll-out. To ensure this, we knew
that having a range of measures in place — from a
‘Wellbeing Hub’ and ‘Best Practices Zones’, to
working from home guides and mental health
advice — was vital.

We also realised that getting it right would take time.
So we created a feedback loop, gathering colleague
views and adapting our process. For example,
following colleague suggestions we introduced
reorientation events as well as onsite wellbeing
support to help colleagues back into the office.

We're still on a journey, but it’s one we’re on together.

“Our insights quickly
guided us that one size
wouldn’t fit all”

NatWest Group 2021 Annual Report and Accounts
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https://investors.natwestgroup.com/~/media/Files/R/RBS-IR-V2/results-center/18022022/2021-esg-supplement.pdf
http://natwestgroup.com
http://natwestgroup.com

Business performance

Retaill
Banking

In Retail Banking, we’re focused on
creating lifelong relationships with our
customers. Whether it’s providing early
financial education, helping them onto
the property ladder or building secure
financial futures, we’re there at every
stage of our customers’ lives. We are
delivering on our strategy to support
building a relationship bank for a digital
world — combining the best people and
the best technology.

By investing in world-class digital experiences which meet the
needs of our customers (from our digital banking app and Al
virtual assistant Cora, to video calling with expert advisers), we
make sure they have 24/7 access to the help and information
they need. Our focused investment in driving deeper-value
exchanges with customers while digitalising more customer
journeys and simplifying our business has resulted in a further
£52 million gross annualised cost reduction, as well as income
growth from a number of products and journeys.

Total income Net loans to customers
(Em) (Ebn)

4,445 182.2

2020: 4,181 2020: 172.3

Operating expenses Video banking financial
(Em) health checks

(2,513) 350k

2020: (2,540) 2020: 173k

Operating Customers exclusively
profit using digital channels
(Em) (%)

1,968 60

2020: 849 2020: 58

Return on equity

26.1

2020: 10.2

Customers helped to
buy their first home

48k

2020: 32k
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We’re extremely proud of providing 30 years of free early
financial education to children through our MoneySense
programme. And we’re delighted to now evolve this further
through the acquisition of RoosterMoney in October 2021 - a
leading children’s banking app, which builds financial skills in a
fun, accessible way. We are committed to helping more young
customers with their financial capability and have seen a steady
increase in the proportion of young people choosing to bank
with us in 2021 versus pre-pandemic levels.

We have also increased the number of customers who choose
us as their main bank in 2021, reaching our highest-ever score
for customer satisfaction. We are helping all our customers
make the most of their money and achieve their goals, especially
at a time when many are facing financial difficulties. We know
that at every life stage, whether our customers have a short-

or long-term goal, saving needs to be easy and rewarding. Our
Digital Regular Saver account, alongside budgeting and goal
tools, was designed specifically to help first-time savers build
financial resilience.® We aim to address the savings gap by
helping two million customers start saving by the end of 2023;
since launch we have enabled over one million customers to
start their savings journey, including almost 471,000 in 2021.

We also conducted more than 661,000 financial health checks in
2021, of which over 350,000 were completed via video banking.

We recognise that building secure financial futures begins early
on in our customers’ lives and we are there to support them
from the start. Our digital investing platform, NatWest Invest
and Royal Bank Invest, helps our customers with their long-
term financial plans. By offering digital access to five funds
managed by Coutts, customers can plan for life’s big events

or simply invest towards securing their financial future. Nearly
33,000 retail bank customers started investing through the
platform in 2021.

When our customers are ready to step onto the property
ladder, they’re in safe hands, we have 11.5% flow share of

UK mortgages, we helped more than 48,000 customers to buy
their first home and over 40,000 customers to re-mortgage. Our
continued digitalisation of the mortgage journey means that we
can now offer customers browsing price-comparison websites

a more seamless experience; gaining a decision in principle
upfront without them having to leave the website. Through our
Green Mortgage, which we provided to around 2,900 customers
in 2021, we proactively supported customers to lower their
carbon footprint by offering discounted mortgage rates for
buying more energy efficient homes.

We are also there to support our customers with their short-
term borrowing needs and enable them to achieve their goals
sooner. We have over 3.8 million users of our ‘Know My Credit
Score’ tool, with just under 1.4 million signing up in 2021. This
helps customers better understand their credit options - and
how the decisions they make today, could affect their finances
tomorrow. We launched a new Purchase and Balance
Transfer credit card and grew credit card balances faster
than the market in the second half of the year. Our credit card
customers can also now manage large purchases more easily
by setting up an instalment plan to spread payments between
three and 24 months.

We’re always striving to make banking simpler for our
customers. We now have over eight million customers
regularly using our mobile app, which uses biometric
authentication to make the user experience secure and
convenient and 60% of our customers now interact with us
exclusively via digital channels. We’ve also launched ‘Banking
My Way’ in the app, making it easier for customers to tell us
how we can best support their needs relating to accessibility
or personal circumstances.

(1) Active customers aged 17+ who have saved more than £100 with us for the first

time. Includes instances where customers had existing savings with other banks and
transferred them to their NatWest Group account

“The Al virtual
assistant also fully
supported 47%
of all customer
queries without
having to
hand over
to a human.”

Cora supporting our customers

Using Al to provide that personal touch

‘Cora’ is NatWest Group’s customer-facing
Al virtual assistant, helping to provide support
for our customers using both our digital and

telephony channels.

Over the last few years, we have
significantly improved Cora’s capability
and intelligence. In 2021, Cora handled
10.7 million retail banking conversations,
up 27% on the previous year.

The Al virtual assistant also fully
supported 47% of all customer
queries without having to hand
over to a human.

Cora is now able to help customers
by providing personalised responses
to a range of different banking needs,
from providing help on how to access
the mobile app, to updating us when
they move home.

In 2021, for the first time, Cora
began assisting customers over the
phone, allowing the use of natural
conversation to self-serve.

Cora is now a key part of the

bank’s digital and telephony offering,
with a constantly evolving role in
frontline customer support. As well

as improving our service efficiency,

it also enables our colleagues to focus
on more complex customer enquiries.

We will continue to invest in the use
of innovative technologies to make it
easier for our customers to get the
support they require, when and
where it is needed.

For us, this is a vital component
of being a relationship bank for
a digital world.
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Business performance continued

Private
Banking

Private Banking is the Centre of
Expertise for asset management
across NatWest Group, and in 2021 we
continued to see growth in customers
investing with us across our brands
and through various mediums, such as
digital or face-to-face. Coutts provides
our high-net-worth and ultra-high-net-
worth clients with day-to-day banking,
flexible lending and responsible
investments, underpinned by first-class
client service. In July 2021, Coutts
became a Certified B Corporation,
evidencing our commitment to
balance people, profit and the planet.

Total income Net loans to customers

(Em) (Ebn)

816 18.4
2020: 763 2020: 17.0
Operating expenses AUMA®

(Em) (Ebn)
(520)  35.6
2020: (455) 2020: 32.1
Operating profit Customer deposits
(Em) (Ebn)

350 39.3

2020: 208 2020: 324

Return on equity NatWest Invest/Royal
(%) Bank Invest/Coutts

170 78,890

2020: 44,410

(1) Private Banking manages assets under management portfolios on behalf of Retail

Banking and RBSI and receives a management fee in respect of providing this service.
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We partner with our clients and their families as their wealth
needs evolve over their lifetime, ensuring that their wealth

has its intended consequences. In 2021, we launched NatWest
Group’s first digital Junior ISA, which so far has enabled over
4,000 clients to start saving for their children’s future more
easily. We continue to develop our digital capabilities and have
seen strong growth in digital sales with over 26% of net new
money now being executed through digital channels. We also
continue to meet the more complex lending and investment
needs of Coutts clients through face-to-face specialist advisers
and we welcomed a 29% increase in new Coutts clients in 2021
compared with 2020.

As a result of our collaboration with global asset manager
BlackRock, Coutts invests in a dedicated range of bespoke funds
managed and administrated by BlackRock on their platform.
Coutts set the investment strategy and ESG policy for the funds
and this relationship provides efficiency benefits for our clients.
We have also increased our ability to influence change at the
companies held within these bespoke funds to drive better ESG
outcomes, engaging with over five times more companies across
the UK, Europe and North America and voting on 79% more
company resolutions in 2021 compared with 2020. Our online
investment product series, Personal Portfolio funds, available

as NatWest Invest, Royal Bank Invest and Coutts Invest grew
significantly and more than doubled from £0.9 billion in 2020

to £1.9 billion in 2021.

Coutts collaborated with BGF Group (BGF) to launch the UK
Enterprise Fund and provide additional growth funding and
support to SMEs across the UK. The fund is co-investing
equity growth capital alongside BGF, taking minority stakes
in businesses looking to scale in the UK, with initiatives to
support female entrepreneurship and promote the diversity
of management teams. In 2021, over 100 clients invested a
combined £42 million and Coutts and BGF intend to launch
a further fund in 2022.

In November, we launched our first full-scale brand and
television campaign to increase awareness and consideration
among a new type of client: younger (35-44), female and
entrepreneurial. The campaign ‘real success takes true
character’, focused on the dudlity of acting in the right way
being the reason for achieving long-term success and played
into the progress we have made to become a B Corporation
and our responsible investing credentials.

In June, we started to incentivise new and existing clients

to improve the energy efficiency of their homes. We offer
discounted mortgage fees on homes with an A or B EPC ratings
and fee rebates to clients who improve their EPC rating above C
within a year of taking out their mortgage. We continue to grow
our nascent Green Mortgage book and have further plans to
help our clients understand the carbon intensity of their homes.
Coutts has been recognised by the Green Finance Institute as

a Pioneer of the UK Green Home Finance Principles.

We introduced our new Coutts mobile app to a pilot population
with a full roll out planned for 2022. We have introduced
integrated biometrics for enhanced security and easy-to-use
digital features such as first time beneficiary payment
authorisation. In app domestic payments can be completed in
one of the most efficient journeys in the UK market amongst
other notable features. The latest digital tools have enabled
clients to self-serve all disclosures during the onboarding
process, including electronic e-signatures, and enabled us

to send automated fraud alerts via SMS.

1

“More than
ever, we know
we have a
responsibility to
make a positive
difference to the
world we live in.’

PARTNERSHIPS
FOR THE GOALS

&

’

Doing well by doing good

Coutts becomes a Certified B Corp

As a business, we believe we can be

a force for good.

It’s a conviction woven deeply

in our history, most notably in the
philanthropic legacy of Angela Burdett-
Coutts, whose family forged the bank.

And now more than ever, we know
we have a responsibility to make a
positive difference to the world we live
in. It’s why — over two years ago — we
made the decision to aim to be part

of the ever-growing community of
Certified B Corporations.

B Corps are a new kind of business.
Ones that balance purpose and profit
— being required to consider the impact
of their decisions on their workers,
customers, suppliers, community

and the environment.

However, the journey to B Corp
certification is understandably long and
rigorous. The external accreditation
took over 18 months and involved
answering around 300 questions on
everything from company governance
and how we care for our colleagues, to
our environmental impact and what we
contribute to the community.

Most meaningfully perhaps, we also
changed our Articles of Association,
enshrining the importance of
considering all stakeholders

in our decision-making.

In July 2021, as a result of these efforts,
Coutts gained the proud distinction of
being a Certified B Corp.

Since then, we have been busy.
Coutts was a founding member of
the ‘B Finance UK Coalition” which
was launched at COP26, and also
supported B Lab UK’s Boardroom
2030 initiative.

But for us, this is very much just
the beginning.
“For us, this is

very much just

the beginning”
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Business performance continued

Commercial
Banking

We pivoted from our leading role
supporting customers with £14.4 billion
of approved government scheme
lending through the COVID-19 crisis

to support UK businesses to grow with
£4 billion of SME-scale funding. We
grew lending in areas where we have
competitive advantage, such as climate
and sustainable funding and financing
where we delivered £5.2 billion of
lending. As a relationship bank for a
digital world, our innovations allow us
to better support our customers across
a growing number of digital channels
while simplifying and automating our
OWn processes.

Total income Net loans to customers
(Em) (Ebn)
3,875 101.2
2020: 3,958 2020: 108.2
Operating expenses Return on equity
(Em) (%)
(2,354) 22.0
2020: (2,430) 2020: (4.5)
Operating Tyl payments
profit/(loss) processed

(Em) (m)
2,594 39.3
2020: (399) 2020: 13.6
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In 2021, we opened over 78,000 accounts for new businesses,
supported ¢.55,000 individuals and businesses through
¢.200,000 interventions; of those supported c.52% were
purpose-led businesses, c.60% identified as female and ¢.26%
were from Minority Ethnic backgrounds. Further to publishing
our ‘Springboard to Sustainable Recovery’ reports in March
and October, we implemented our SME Task Force across all
our regions to focus on five areas identified with the potential
to create opportunity for SMEs tackling climate change. We
continued our support for customers through Brexit, facilitating
UK imports and exports by onboarding 27 more non-UK
suppliers to Supply Chain Finance programmes and increasing
the proportion of our lending to non-UK suppliers by 50%.

“Speed of

As transaction volumes recovered in the second half of 2021,

our investments in Payit and Tyl led to continued growth in orrongement

their respective customer bases. Payit became one of the was crucial.

largest Open Banking-enabled ‘Payment Initiation Service’ .

platforms in the UK by volume and Tyl, our point-of-sale Worklng to ShOI"t
solution for small businesses, processed its 50 millionth timescales we

transaction during 2021. Our Confirmation of Payee API also
won the first public tender with HMRC. We collaborated with were Gble to
NatWest Markets to underwrite 56 new transactions, £6 billion deliver the
commitments, and improve onboarding processes enabling

customers to take advantage of our award-winning contract for

corporate FX services. the required

Our strategy of collaborating with industry leaders to deliver fC]CIlIty quiCkly,”
better customer experiences evolved at pace in 2021 with a
joint offering of charging infrastructure with Octopus, allowing
customers to understand the carbon emissions of their supply
chains and working on The Global Farm Metric with the

i DECENT WORK AND
Sustainable Food Trust. ECONOMIC GROWTH

We gave 16,000 additional SME customers access to a /J
relationship manager through the launch of our new direct '
relationship manager proposition. We enhanced 32 digital "
sales and servicing journeys, enabling our customers to start
and complete more journeys digitally. In 2021, over 60% of
customers’ service requests were initiated digitally and

over two thirds of those were processed with no human
intervention. Our Al virtual assistant, Cora handled over

1.2 million chats, of which more than half required no
human intervention.

We continue to be disciplined in our capital allocation, allowing
us to best support the economy in line with our strategy while
maintaining a resilient balance sheet. In 2021, we embedded
our climate commitments in our capital allocation and pricing-
decision frameworks. Our new sector strategy reflects a
continued rebalancing of our balance sheet towards sectors
aligned to an economic recovery and building a fair transition
to a green economy across the regions. In 2021, we delivered
a £1.5 billion risk-weighted assets (RWA) saving from targeted
sector reductions, significant risk transfers and other active
capital management actions; improving RWA efficiency by
around 1%.

There when it counts

Championing business potential

We know it’s essential for growing businesses
to get the right kind of support at the right time.

It's why we place so much importance The company is continuing to move

on championing potential in those early from strength to strength. Having

years. When a business has a clear more than doubled its assets under

commercial opportunity, we want to administration to £2.25 billion in the year

help them deliver on their ambitions. between September 2020 and 2021, it is
. . now listed on the High Growth Segment

PensionBee is a great example. of the main market of the London Stock

A direct-to-consumer financial Exchange and has announced its

technology company and a leading intention to transition to the Premium

online pension provider in the UK, Segment in the first half of 2022.
it enables customers to interact with

their retirement savings through For us, seeing PensionBee’s success

its unique combination of smart is massively rewarding. It shows that our
technology and dedicated support made a difference — at a time
customer service. when it was needed most.

We assisted PensionBee in March

113
2021, in the run up to its planned We want to help

IPO, with a £10 million revolving credit them deliver on
facility through our innovative Growth : On 2
Capital team. Our support gave the their ambitions
company that vital element of flexibility

around optimising its capital structure

to protect its cash runway.

Speed of arrangement was crucial.
Working to short timescales we were
able to deliver the contract for the
required facility quickly, providing
PensionBee with fast assurance that
liquidity would be available if needed.
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Business performance continued

RBS
International

Our strategy of digital transformation
across the communities we operate
iIn remained unchanged despite the
COVID-19 pandemic. Parts of the
transformation programme were also
accelerated in recognition of rapidly
changing customer behaviours and
needs. We believe this focus on
becoming a bank that is easy to

deal with helps fulfil our purpose of
championing potential, helping people,
families and businesses to thrive.

Total income Net loans to customers
(Em) (Ebn)

548 15.5

2020: 497 2020: 13.3

Operating expenses Retail customers
(Em) registered with

(242) ;;g;itol banking
2020: (291) 82

Operating profit 2020: 68
(Em)

3 5 8 Net Promoter Score
2020: 99 3 6

2020: 30
Return on equity
(%) Financial health checks
22.5 8,729
2020: 6.1% 2020: 9,872
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We have continued to support our customers through life’s
changing circumstances. We helped our customers grow
their deposits, with over 500 customers (who had either never
saved with us or had previously saved less than £100 with us)
now saving at least £100. We provided 8,729 financial health
checks, of which over 21% were virtual and we removed six
different mortgage fees and launched our mortgage broker
portal to simplify our offering and support customers. We
also launched our Green Mortgage to NatWest International
customers in the UK as we support the wider climate
ambitions of NatWest Group.

Following the successful launch of Cora, our Al virtual
assistant, 63% of interactions have been completed without
the need for human intervention. RBSI’s Social Enterprise
Mentoring Scheme is also now well established and involves
partnering with a social enterprise in each retail banking
jurisdiction to share our knowledge and expertise. We have
also shared our wellbeing material, which received the
‘Wellbeing in the Workplace Star Award’ for our work

with Gibraltar Samaritans.

Partnering with four banks, RBSI will contribute £90,000 over
three years to help secure the future of Jersey’s Community
Savings Limited - a registered charity working to promote
financial inclusion.

Operating profit of £358 million was £259 million higher than
2020, primarily reflecting a £52 million impairment release
combined with income growth and cost reduction. Net loans
to customers increased by £2.2 billion, or 16.5%, and customer
deposits by £6.2 billion, or 19.8% compared with Q3 2021.
During the year, Moody’s upgraded our long-term credit
rating to A3, bringing us more in line with our peers, setting
our rating outlook to stable and affirming the short-term
credit rating at P-2; this reflects the resilience of the business
throughout the pandemic, our continued profitability and
strong balance sheet position.

In responding to changing customer demands, we introduced
cheque deposits in our mobile app among other new features
across our personal digital channels, contributing to a 23%
increase in users. Overall, 82% of local banking customers
are now registered with digital banking which is a 14%
increase compared with 2020.

Our Institutional Banking and Depositary Services business
has received significant investment as it progresses on its
digitisation journey. Customers have felt the benefits of this
and the business continues to be a driver of growth with
Climate and Sustainable Funding and Financing solutions
increasingly popular. We have worked closely with NatWest
Markets to strengthen our combined position as a trusted
partner for these clients by supporting them with a holistic
offering across products and geographies.

“For us, this is
about fulfilling
our purpose,
being part of the
community we
live and work in’

)

REDUCED 1 PARTNERSHIPS
INEQUALITIES

A
> P
v

FOR THE GOALS

Helping financial inclusion

RBSI in the community

Think about what it means to be outside the
financial system. To not have a bank account.
To not be able to pay bills, obtain credit or save

for the future.

The effects can be devastating,
trapping people in a vicious cycle
of poverty and financial exclusion,
unable to participate fully in society.

It’s a problem that we felt we could
(and, should) help with. So, we
decided to do something about it.

We got together with four other

local banks in Jersey to support
Community Savings Ltd — a registered
charity which works to promote
financial inclusion in Jersey by providing
services, guidance and practical
assistance to those most in need.

We know Community Savings well.
We’ve been banking the charity since
2018 and recognise the outstanding
work it does in Jersey supporting the
financial inclusion of the islanders.

Community Savings relies on grants,
donations and bequests to ensure the
continued running of its long-standing
initiative. Its customers’ money is not
used to fund its operations and it strives
to provide its services free of charge.

Over the next three years, we

are contributing £90,000 to ensure

that the charity is able to help provide
access to mainstream banking services.

For us, this is about fulfilling our
purpose, being part of the community
we live and work in. But it’s also more
than that. We look after each other here
on the island, and helping people with
financial inclusion is a big part of that.”

Lynn Cleary
Chief Financial Officer,
RBS International
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Business performance continued

NatWest
Markets

We have supported our customers’
evolving needs with innovative
solutions and continued to deliver a
more integrated customer proposition
across NatWest Group. We have made
good progress on building a refocused,
sustainable business from which we
can grow. We incurred an operating
loss in 2021, but have continued to
reduce our risk-weighted assets
(RWAs) and operating expenses.

Total income Risk-weighted assets
(Em) (Ebn)

415 24.2

2020: 1,123 2020: 26.9

Operating expenses Climate and Sustainable

(Em) Funding and Financing
(1,161) &
2020: (1,310) 9 7

2020:7.2

Operating loss
(Em) GBP-denominated DCM

(7 1 1) volume by bookrunner

- FY 2021 Dealogic
2020: (227)

H#1

2020: #1

Note: The NatWest Markets operating segment is not the same as the NatWest Markets
Plc legal entity (NWM Plc) or group (NWM or NWM Group). The NatWest Markets
segment excludes the Central items & other segment.
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We have made progress during 2021 to better support NatWest
Group’s corporate and institutional customers through refining
our global footprint and product range. We have also simplified
our operating model and leveraged expertise across the bank
to improve core processes to support cost reduction.

Our Foreign Exchange (FX) teams have worked with NatWest
Group’s Commercial, Retail and Private Banking segments

on technology and customer sales initiatives to ensure that
customers across NatWest Group benefit from our market-
leading expertise.

We collaborated across RBSI, NatWest Markets and
Commercial Banking to establish a team to grow our offering
to the investment management sector and provide a more
integrated experience for our Funds and Sponsors customers.

We continued to support our customers with their ESG and
climate-related finance needs, with product innovation across
bonds, FX, interest rate derivatives and private finance. In
2021, we completed £9.7 billion of Climate and Sustainable
Funding and Financing, including £3.3 billion which will
contribute towards the new NatWest Group target of

£100 billion between 1 July 2021 and the end of 2025.

Our support for customers has been recognised by a number
of awards:

— ‘Lead manager of the year, sustainability bonds — local
authority/municipality’, and ‘Lead manager of the year,
green bonds — supranational, sub-sovereign and
agency (SSAs)’, from the Environmental Finance
Bond Awards 2021.

— ‘Sterling Bond House of the Year’ from the IFR Awards 2020
(awarded February 2021).

- ‘Best Agent of International US Private Placements’ from
the GlobalCapital Private Debt Awards 2020 (awarded
February 2021).

— ‘Best Bank for ALM and Libor Transition Management’
from the GlobalCapital Covered Bond Awards 2021.

— ‘#1 bank for Overall FX Service Quality to the UK corporate
sector’ from Coalition Greenwich 2021.

We have advanced product innovation in the voluntary carbon
market by supporting NatWest Group’s collaboration with
other international banks to develop a transparent global
marketplace for carbon offsets with clear and consistent
pricing and standards known as Carbonplace. We also
progressed the development of our digital bond capability,
completing a successful pilot trade of a blockchain bond in

the secondary market.

We made significant progress on the implementation of our
agreement with BNP Paribas for the provision of house futures
and associated back-office services, and in January 2022 we
successfully went live with the outsourcing of back office
services for our US-based Listed Derivatives business.

NatWest Markets incurred an operating loss of £711 million

in 2021. A reduction in income was driven by a weak
performance in Fixed Income, reflecting subdued levels of
customer activity and the continued reshaping of the business.
This also contrasted with the exceptional levels of market
activity seen in 2020. We continued to reduce costs in line
with the strategic announcement in February 2020, with other
expenses decreasing by 12.6%. RWAs were £2.7 billion lower
than 2020 reflecting lower levels of market risk and counter-
party credit risk, including the impact of capital optimisation
actions taken throughout the year.

“NatWest Markets
is proud to have
helped deliver on
the government’s

commitment to

issue @ minimum
of £15 billion

of green gilts

in 2021-22”

Supporting the UK

Government

to tackle

climate change

NatWest Markets and

Being purpose-led is a

green finance

bout knowing and fulfilling

our responsibilities. It means delivering on our
commitments to our stakeholders, society and

the environment.

One of the most important ways
we can do this is by helping tackle
climate change.

To build out the green infrastructure

With these two green issuances, the

UK’s Debt Management Office has

become one of the top three largest
sovereign issuers of green bonds in

the world.

needed to reach net-zero targets first

requires the funding and the market

mechanisms to deliver it. This is where
NatWest Markets has a vital role to play.

Following the UK Government’s

NatWest Markets is proud to be part of

issue a minimum of £15 billion of
green gilts in 2021-22.

announcement of its first-ever sovereign

green bond, we supported the seco
issuance of green gilts in October 2
as joint bookrunner.

nd
021

The bond, which matures in July 2053,
is the longest-dated sovereign green

bond currently outstanding in the

market. Crucially, it will help finance a .
whole range of climate projects such

as offshore windfarms, zero-emission

transport and schemes to decarbonise

homes and buildings.

NatWest Group 2021 Annual Report and Accounts

this process, and to have helped deliver
on the government’s commitment to
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Business performance continued

Ulster Bank
Rol

Following the announcement to

begin a phased withdrawal from the
Republic of Ireland, we have made
progress to develop and implement

a plan which acts in the best interests
of customers, colleagues and
stakeholders. Our focus is to support
customers and colleagues now and
help them to prepare for the future.

Continuing operations

Total income Net loans to customers
(€m) (€bn)

265 7.9

2020: 250 2020: 20.0

Operating expenses Operating loss
(€m) (€Em)

(557) (259

2020: (498) 2020: (405)

Total including discontinued operations

Total income Net loans to customers
(€m) (€bn)

578 18.6

2020: 574 2020: 20.0

Operating expenses Operating profit/(loss)

(€Em) (€m)
(609) 68
2020: (548) 2020: (255)
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During 2021, we entered into binding agreements for the

sale of material parts of our commercial and personal banking
businesses with Allied Irish Banks p.l.c. (AIB) and Permanent
TSB p.l.c. (PTSB), which subject to regulatory and other
approvals and other conditions being satisfied, are

expected to be completed during 2022 and 2023.

Since the end of July 2021, (apart from the UBIDAC asset
finance business), commercial banking has been closed to
new customers, remaining open for existing customers only.
Since the end of October 2021, we have stopped accepting
applications from new personal customers, but continue to
consider applications on a reduced number of products
from existing personal customers, mainly mortgages.

We have focused on effective and timely communications,
engaging with all customers impacted by the loan sales and
launched the ‘Choose, Move & Close’ readiness campaign
designed to give personal customers, especially those in
vulnerable situations, as much notice as possible of the steps
they will be required to take to move the products they hold
with us that are not already covered by the sale agreements.
This readiness campaign is an important step in our closure,
not just for customers but for the industry too, as we work
together to ensure the safe transition of customers to their
new providers. With this in mind, we are engaging with the
rest of the industry within the bounds of competition law, to
allow them time to prepare for the volume of customers who
will need to move or switch accounts. We are also engaging
with the main direct debit originators and large employers

to provide advance notice of the changes to allow them time
to prepare to help their own customers and employees who
will be switching accounts.

In July 2021, we launched our Customer Charter, a set

of principles developed from our colleagues’ ideas and
suggestions for how we best serve customers and the
communities in which we operate throughout the withdrawal
process. This includes helping customers in vulnerable
situations to close or move their accounts, continuing to
provide financial education to customers and donating
surplus office furniture to local communities and charities.

Following the announcement of the phased withdrawal,

our focus on colleague wellbeing has been a key priority.
Listening sessions were held to answer questions and keep our
colleagues informed. We also invested significantly in learning
and development to support colleagues, which has included
one-to-one career coaching sessions and career development
focus workshops.

The results above are presented for continuing operations.
For further details on the treatment of discontinued operations
refer to Note 8 to the consolidated financial statements.

Outlook

Outlook.

The economic outlook remains uncertain. We will monitor and react to market conditions and refine our internal
forecasts as the economic position evolves. The following statements are based on current market interest rate
and economic expectations.

In 2023, we expect to achieve a return on tangible equity of comfortably above 10% for the Group.

In 2022, we expect income excluding notable items to be above £11.0bn in the Go-forward group.

We plan to invest around £3 billion over 2021 to 2023 but, with continuing simplification, we plan to reduce
Go-forward group operating expenses, excluding litigation and conduct costs, by around 3% in both 2022

and 2023.

As a result of positive actions to change the shape of our book in recent years, we expect our through-the-cycle
impairment loss rate to be around 20 — 30 basis points. We expect our 2022 and 2023 impairment charge to be
lower than our through the cycle loss rate.

Across 2022 and 2023, we expect movements in RWAs to largely reflect lending growth and our phased
withdrawal from the Republic of Ireland.

Capital and funding

We aim to end 2022 with a CET1 ratio of around 14% and target a ratio of 13-14% by 2023.

We intend to maintain ordinary dividends of around 40% of attributable profit and to distribute a minimum of

£1 billion in each of 2022 and 2023 via a combination of ordinary and special dividends.

We intend to maintain capacity to participate in directed buybacks of the UK Government stake, recognising that
any exercise of this authority would be dependent upon HMT’s intentions and is limited to 4.99% of issued share
capital in any 12-month period.

We will consider further on-market buybacks, in addition to the £750 million announced today, as part of our
overall capital distribution approach as well as inorganic opportunities provided they are consistent with our
strategy and have a strong shareholder value case.

As part of the NatWest Group capital and funding plans we intend to issue between £3 billion to £5 billion

of MREL-compliant instruments in 2022, with a continued focus on issuance under our Green, Social and
Sustainability Bond Framework. NatWest Markets plc’s funding plan targets £4 billion to £5 billion of public
benchmark issuance.

Ulster Bank Rol

We have made good progress on our phased withdrawal from the Republic of Ireland and expect the majority of
the Allied Irish Banks and Permanent TSB asset sales to be largely complete by the end of 2022 and deposits to
reduce over a longer timescale.

We would expect income and RWAs to follow the balance sheet trajectory. We expect the cost base to reduce
over time and anticipate other operating expenses, excluding withdrawal related costs, in 2023 will be around
€200 million lower than 2021.

We expect to incur disposal losses through income of around €300 million in 2022 and withdrawal related costs
of around €600 million across 2022-24, with around €500 million incurred by the end of 2023.

We expect the phased withdrawal to be capital accretive.

(1) The guidance, targets, expectations and trends discussed in this section represent NatWest Group plc management’s current expectations and are subject to change, including as a

result of the factors described in the Risk Factors section on pages 406 to 426 of the 2021 NatWest Group plc Annual Report and Accounts and on pages 179 to 201 of the NatWest
Markets Plc 2021 Annual Report and Accounts These statements constitute forward-looking statements. Refer to Forward-looking statements in this document.
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Section 172(1) statement

Section 172(1)
statement

In this statement we describe how
our directors have had regard to the
matters set out in section 172(1) (a) to
(f) of the Companies Act 2006 (section
172) when performing their duty to
promote the success of the company.

Board engagement with stakeholders

The Board reviews and confirms its key stakeholder groups
for the purposes of section 172 annually. For 2021, they
remained customers, colleagues, communities, investors,
regulators and suppliers. Examples of how the Board has
engaged with key stakeholders, including the impact on
principal decisions, can be found in this statement and on
pages 14 to 17 (stakeholder engagement) and pages 102
to 113 (Corporate governance report).

Supporting effective Board discussions
and decision-making

Our purpose continues to influence Board discussions
and decision-making.

Our Board and Committee terms of reference reinforce the
importance of considering both our purpose and the matters
set out in section 172. Our Board and Committee paper
template includes a section for authors to explain how the
proposal or update aligns with our purpose and a separate
section for them to include an assessment of the relevant
stakeholder impacts for the directors to consider.

Our directors are mindful that it is not always possible to
achieve an outcome which meets the requirements, needs
and/or expectations of all stakeholders who are, or may be,
impacted. For decisions which are particularly challenging
or complex, we introduced an additional page to our paper
template in 2021 which provides directors with further
information to support purposeful decision-making. This
additional page uses the Blueprint for Better Business as

a base and is aligned to our broader purpose framework.

Principal decisions

Principal decisions are those decisions taken by the Board
that are material, or of strategic importance, to the company,
or are significant to NatWest Group’s key stakeholders.

This statement describes three examples of principal
decisions taken by the Board during 2021.

@ Likely long-term consequences.
ﬁglﬁ Employee interests.

Relationships with customers, suppliers and others.

The impact on community and environment.

Maintaining a reputation for high standards of business
conduct.

ONEH©)

Do
T
Do

Acting fairly between members of the company.

Withdrawing from the
Republic of Ireland

Approving capital
distributions

Approving our
refreshed values

=
Factors considered: @ g @ @ @ @ 828

What was the decision-making process?

In February 2021, the Board took the decision to commence

a phased withdrawal from the Republic of Ireland. This was a
very carefully considered decision by the Board that followed a
strategic review of the Ulster Bank business in the Republic of
Ireland, which concluded that Ulster Bank Ireland Designated
Activity Company (UBIDAC) would not be able to generate
sustainable long-term returns for NatWest Group plc’s
shareholders. Alongside the decision to withdraw, it was
announced that a non-binding Memorandum of Understanding
with Allied Irish Banks, p.l.c had been entered into in connection
with the sale of a portion of UBIDAC’s performing commercial
loan book.

To support the Board in its decision-making, it received
comprehensive papers prepared by management which
updated the Board on the progress of each stage of the
strategic review and sought the Board’s support to proceed to
the next stage. These papers included detailed analysis of the
potential options available to execute the withdrawal (including
potential counterparties and transactions), valuations, financial
impacts, key risks, and stakeholder impacts and engagement
plans. During its discussions, the Board acknowledged the
complexity and challenges of a withdrawal and the various
options were explored through the lenses of time, value,
execution risk and stakeholder impacts.

How did the directors fulfil their duties under section
172? How were stakeholder interests considered?

At each stage of the strategic review the directors were
mindful of their duties under section 172 including the likely
long-term consequences of the decision. Each update the
Board received provided an overview of relevant stakeholder
considerations. The Board discussed in detail the various
stakeholders that would be impacted (including shareholders,
employees, customers, suppliers, regulators and communities),
what their concerns were likely to be and the key messages
that would support engagement. The Chairman and Group
CEO undertook engagement directly with key stakeholders and
reported back to the Board on their discussions. The UBIDAC
CEO also attended each meeting at which the strategic review
was discussed to provide direct feedback to the Board on
stakeholder concerns and considerations.

How was our purpose considered as part of the decision?

Considering relevant stakeholder interests is key to purposeful
decision-making. Our new purposeful decision-making page
was used to provide the Board with a detailed analysis of
stakeholder considerations and impacts, using the Blueprint
for Better Business framework. Having taken the decision to
withdraw, the Board agreed this should be done in an orderly
manner that was considerate to customers, colleagues,
suppliers and other stakeholders.

Actions and outcomes

The Board continues to receive updates on the execution

of the withdrawal. A binding agreement was subsequently
reached with Allied Irish Banks p.l.c. on the sale of the
majority of UBIDAC’s performing commercial lending portfolio.

Factors considered: @ @ 828

What was the decision-making process?

During 2021, the Board recommended a final dividend, agreed
to participate in a directed buyback of ordinary shares from
Her Majesty’s Treasury, approved an interim dividend and
agreed to commence an on-market buyback of ordinary
shares, as well as providing outlook guidance to investors

on capital distributions.

The Board’s decisions were informed by the 2021 capital
distribution plans as well as regular updates on NatWest Group
plc’s financial and capital positions. A key focus of Board-level
discussions was how surplus capital was being managed.

The Group Board Risk Committee also reviewed all capital
distributions proposals in advance of Board consideration,
and recommended them to the Board for approval.

How did the directors fulfil their duties under section
172? How were stakeholder interests considered?

Again, in taking decisions, the directors were mindful of

their duties under section 172. For the dividend decisions the
directors were particularly focused on whether the declaration
of a dividend would support the long-term sustainable success
of the company. The Board also sought advice from NatWest
Group plc’s corporate brokers on investor expectations in
respect of the outlook guidance.

How was our purpose considered as part of the decision?

The Board is aware that in taking decisions on capital
distributions, it also needs to consider the financial implications
of those decisions in terms of continuing to support customers
and maintaining financial stability.

Actions and outcomes

The final dividend of 3 pence per ordinary share was approved
by shareholders at the Annual General Meeting in April 2021
and an interim dividend of 3 pence per ordinary share was
approved by the Board in July 2021.

The outlook guidance on capital distributions was announced
as part of the 2020 annual results in February 2021. It stated
that, subject to market conditions, the company intended to
maintain ordinary dividends of around 40% of attributable
profit and aimed to distribute a minimum of £800 million per
annum from 2021 to 2023 via a combination of ordinary and
special dividends. This was updated by the Board in July 2021
which increased the outlook guidance for capital distributions
from £800 million to £1 billion for 2021 and future periods
(again subject to market conditions).

In March 2021, the company participated in a directed
buyback of ordinary shares from Her Majesty’s Treasury and
in July 2021 the Board agreed to commence an on-market
buyback of ordinary shares, further reducing the UK
Government’s shareholding in NatWest Group plc.

Factors considered: @ ﬁaﬁ @ @ @

What was the decision-making process?

In July 2021, the Board received an update on the work being
undertaken to refresh our values and the related behavioural
framework to provide greater alignment to our purpose and
strategy. At that time, the Board confirmed its support for the
refresh and noted that the final proposal would be brought
back to the Board for approval.

In December 2021, the Board was presented with detailed
proposals from management seeking approval for the
recommended refreshed values and behaviours. The paper
explained the behavioural science and data-led approach that
had been adopted and the range of stakeholders that had
been engaged. The paper also set out the first draft of the
people proposition that would be aligned to the refreshed
values. The Board discussed the proposals and provided
positive feedback on both the approach taken and the
refreshed values.

How did the directors fulfil their duties under section
172? How were stakeholder interests considered?

The paper explained very clearly the stakeholder engagement
that had been undertaken in developing the refreshed values
and the draft people proposition, both in terms of the stakeholder
groups consulted (which included colleagues, customers and
communities) and the methods of engagement used (such as
interviews with senior executives, workshops, focus groups,
digital surveys, external partner review by Blueprint for Better
Business and virtual engagement). A stakeholder overview also
set out stakeholder impacts and a number of Board members
provided direct input and feedback as part of the stakeholder
engagement process. Colleagues were, understandably, the
key focus of the Board’s discussions.

How was our purpose considered as part of
the decision?

The refresh of our values was undertaken to provide greater
alignment with our purpose and strategy and the Board
acknowledged this as part of its discussions.

Actions and outcomes

The Board approved the refreshed values in December 2021
and noted the intention to launch them to colleagues,
customers and communities in 2022.

“The Board knows how important it is

to engage with our stakeholders, to
listen to them and to consider their
interests during Board discussions and
decision-making. Understanding the
needs of our stakeholders is at the
core of our purpose framework.”

Howard Davies,
Chairman
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Stakeholder focus areas

Listening, engaging and
partnering with our stakeholders
is vital for the success of our
business. It helps us to address
our operational impacts

and improve outcomes for
customers, society and the
environment. In the following
sections we detail some of the
notable steps we have taken
to respond to our stakeholders’
changing requirements

during 2021.

Customers

Listening and responding to our customers

We want to know what our customers think about
us. It helps us better understand their needs and
improve the products and services we offer.

To achieve this, we have in place a framework of independent
customer feedback surveys that measure satisfaction across
our business segments. In terms of customer advocacy in 2021,
Net Promoter Scores (NPS) for Retail Banking improved by

six points for NatWest and seven points for Royal Bank of
Scotland. Business Banking NPS remained flat. In Commercial
Banking NPS declined by two points for NatWest and six points
for Royal Bank of Scotland. Refer to page 56 for the full
breakdown of scores.

The insight from these surveys is reported at the most senior
levels of the bank and plays a crucial role in how we address
the evolving requirements of our customers. In 2021, we
responded to customer feedback with a range of

innovative solutions.

54 NatWest Group 2021 Annual Report and Accounts

So that customers can settle payments easily between family
and friends (without the need to share account details or hold
cash), we launched ‘PayMe’. This service uses Payit, our Open
Banking Payments solution, to request a payment from anyone
who uses online or mobile banking and has a participating UK
Bank account. Payment can be made via a link or QR code,
which can be scanned by any device with a camera.

Our approach to Open Banking and the innovative use of
data has also created opportunities for reusing services and
capabilities across NatWest Group products, making it simpler
and quicker to develop and deploy them to our customers.

For example, through Tyl, Payit and Mettle we will be able to
offer a seamless, one-bank payments proposition, delivering

personalised, smart insights for businesses so they can track
sales, target customers and grow loyalty.

Elsewhere, a new feature launched in 2021 in the mobile
banking app to enable our retail and commercial customers
to deposit cheques has swiftly become one of the app’s
most used features — testament to both the demand for,
and usability of the function. For our Commercial Banking
customers, we also enhanced our digital platform offering
‘Bankline’, with new and improved functionality within

the service.

Making banking more accessible

We recognise that our customers’ individual needs are all
different. As such, we aim to make banking as accessible
as possible for everyone, offering our customers the ability
to choose from a variety of face-to-face, digital and
remote options.

We have more than 800 branches and 16,000 physical points
of presence, including our ATM network and our relationship
with the Post Office, which remain an important part of how
we deliver services to our customers and communities.

Customer trust

NatWest Royal Bank
of Scotland

74% 68%

Q4 2021 Q4 2021

716% 61%

Q4 2020 Q4 2020

Source: Yonder reputation tracker, GB, trust amongst Retail Banking customers

Customers can now also take greater digital control of

their finances through our mobile app, including the ability

to open an account, check their credit score and apply for a
mortgage. Our app is compatible with both Apple and Android
accessibility features such as inverting colours and magnifiers,
as well as biometric log-ins. We have also introduced a dark/
light mode for customers with visual impairments or dyslexia.
Our Al virtual assistant, Cora supports customers via the
‘message us’ feature in the app, and our contact centre
colleagues are just a click away with the ‘tap to call’ function.

When our customers want the reassurance of a face-to-face
conversation remotely, our video banking service is available.
We offer customers who require additional support a range of
accessibility services, such as accessible statements in braille,
large print and audio CD. BT’s Relay UK service also supports
customers with hearing impairments through a type-to-talk
service, while accessible card readers, rubber signature
stamps, braille card wallets and our talking ATM service

are other key accessibility features.

Combating financial crime

Detecting and preventing financial crime to protect people,
families and businesses is a key priority for NatWest Group.
Along with other major banks and telecoms companies, we
participated in a pilot scheme to introduce a hotline to help
fight fraud across the industry and protect our customers
from fraud and scams.

Spearheaded by Stop Scams UK (SSUK), the phone
number ‘159’ is designed to disrupt scams in which victims
have been contacted or engaged by a scammer via phishing or
impersonation. The number works by encouraging customers
experiencing suspected fraud to stop, hang up and call 159,
at which point they are directed to their bank.

Supporting customers in vulnerable situations

At any time, a customer may find themselves either in a
vulnerable situation or caring for a loved one experiencing a
vulnerability. The continuing impact of COVID-19 has meant
that for many of our customers this was a reality in 2021. Our
dedicated customer care line, which was set up in response to
the pandemic, has continued to support a significant number of
our customers in 2021. Our support service ‘Banking My Way’
continues to develop, with customers now able to tell us about
the support they need by updating their details in the new
mobile app function.

In 2021, we continued to work with organisations such

as ‘GamCare’ and the ‘Money Advice Trust’ to improve

the support available to customers in vulnerable situations,
connecting them to expert advice where appropriate. We also
significantly expanded our referral programme with Citizens
Advice, connecting customers to their advisers where we
identify additional advice or vulnerability needs. In February
2021, with the domestic abuse charity SafeLives, we launched
The Circle Fund. The Circle Fund, available for three years,
supports SafeLives to provide small grants to help economic
abuse victims and survivors to regain financial confidence
and control. This follows from our announcement to donate
£1 million for the fund in 2020.

We know how important our branches are
to our customers. But we also know that the
ways in which our customers live, work and
bank have altered dramatically in the past
two years. To meet these changing needs
and to help people, families and businesses
to rebuild and thrive, we plan to turn our
branches into sustainable local banking hubs.

We want to provide our customers a space in the
heart of our high streets with a range of specialist
services, venturing beyond traditional banking to
help break down barriers to enterprise and increase
financial capability. Our Broadmead Bristol hub,
which opened earlier in 2021, is the first example

of this.

Within the hubs, retail customers are able to

connect face-to-face and learn more about financial
education and how to best manage their money,
and businesses can access expert advice and
collaboration spaces. The hubs will also include
enterprise zones, where potential and current
customers can liaise with local enterprise managers
and other specialists with access to initiatives such as
‘Women in Business’ or our ‘Accelerator’ programme.

Among the other features are: dedicated events
and learning spaces, which can also be used by
local charities or community groups; customer hot
desks offering free Wi-Fi; private consultation rooms,
where we can provide confidential assistance to
customers both face to face and digitally; and
self-service areas with colleague assistance to
support people with simple banking transactions
quickly and conveniently.

And from listening to our customers, we understand
that managing the environmental impact of the
space is vital. To help reduce waste and promote
sustainability, we’ve incorporated recycled furniture,
included water bottle refill stations for customers
and removed paper marketing materials. We’ll

also measure the climate impact of our new

local banking hubs through the SKA and Energy
Performance Certificate (EPC) assessments.
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Stakeholder focus areas continued

Customers continued

Our brands are our main connection with customers. We track customer advocacy for our key brands and services using the Net

Promoter Score (NPS), a commonly used metric in banking and other industries across the world.

Overall NPS

Banking:

Retail Business Commercial
NatWest

Q4 2021 Q4 2021 Q4 2021

Q4 2020 Q4 2020 Q4 2020

7

Source: Strategic NPS
benchmarking study run
through InMoment,
England & Wales

-2

Source: MarketVue
Business Banking from
Savanta, England &
Wales, businesses with
a turnover up to £2m

24

Source: MarketVue
Business Banking from
Savanta, England &
Wales, businesses with
a turnover up to £2m

Royal Bank of Scotland

Q4 2021

-2

Q4 2020

-9

Source: Strategic NPS
benchmarking study run
through InMoment,
Scotland

Q4 2021

-12

Q4 2020

-13

Source: MarketVue
Business Banking from
Savanta, Scotland,
businesses with a
turnover up to £2m

Q4 2021

21

Q4 2020

27

Source: MarketVue
Business Banking from
Savanta, Scotland,
businesses with a
turnover over £2m

Customer Trust

NatWest Dec 2021
74%
o

Source: Yonder reputation tracker, GB, Dec 2020

Trust among Retail Banking customers

e 716%
o

Royal Bank of Scotland Dec 2021
68%
o

Source: Yonder reputation tracker, GB, Dec 2020

Trust among Retail Banking customers

61%
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Retail Banking

Account opening Q4 2021
Source: Strategic NPS benchmarking study run Q4 2020
through InMoment 1 6

Mortgage Q4 2021
Source: Strategic NPS benchmarking study run Q4 2020
through InMoment 1 6

Mobile Banking Q4 2021
Source: Strategic NPS benchmarking study run Q4 2020
through InMoment 44

Online Banking Q4 2021
Source: Strategic NPS benchmarking study run Q4 2020

through InMoment

Business and Commercial Banking

22

Lending Q4 2021
78
Source: Operational NPS study run Q4 2020
through InMoment
76
Day-to-day servicing Q4 2021
37
Source: Operational NPS study run Q4 2020

through InMoment

32

Investors

Transparency and engagement
Private investors

We engaged with our private investors through
our Annual General Meeting (AGM), virtual
shareholder events, and our annual and
strategic report communications.

In light of ongoing restrictions related to the COVID-19
pandemic, investors were not be able to attend the 2021
AGM in person. However, we held a live virtual shareholder
event a week prior to the AGM. Investors were invited to
submit questions either in advance of, or during, the virtual
event and the answers to questions on key themes were
displayed on our website.

In addition, we held two further virtual events in July and
November 2021. At these events, we spoke about the work
NatWest Group is doing to support and stimulate enterprise,
why it was so important for us to sponsor COP26 and how
tackling climate change is at the core of our purpose. These
virtual shareholder events remain a key component of our
stakeholder engagement programme and provide an
opportunity for private investors to hear from, and ask
questions of, Board members and senior management on
topics such as innovation, enterprise, sustainability and our
financial performance. It is our intention to deliver further
virtual events in 2022.

In addition, we published investor updates on the topics of
‘Championing Enterprise’ and ‘Our Purpose: Beyond COP26’.
These updates provided information on initiatives such as the
relaunch of our enterprise programme, the additional £1 billion
in funding to help support female-led businesses in the UK
recover from the pandemic, the introduction of our carbon
footprint tracker for our mobile app and our launch of the
UK’s first carbon-neutral podcast. Our investor updates and
recordings of our virtual events can be found on our website.

Institutional investors

We have a well-established programme of engagement

with our institutional investors. The financial year begins

with a presentation on our annual results in February, hosted
by our Chairman, CEO and CFO. This live event includes an
interactive Q&A session to give research analysts and investors
an opportunity to ask questions and engage with our
management team. We then follow up quarterly with
presentations to the market when we announce each set of
financial results in April, July and October. While these events
could not be held face to face in 2021, we were able to host
a live presentation and Q&A session via Zoom, enabling the
same level of interaction in a virtual forum.

P

In addition to the quarterly results presentations, we hosted a
programme of virtual one-to-one and group meetings with
institutional investors from around the world. Across our
management team, we hosted over 250 meetings with
investors covering key topics such as progress against our
financial targets, strategic priorities, innovation, ESG and
industry challenges. While the total number of one-to-one
meetings was lower than the prior year when we saw an
unusually heightened demand for time with management due
to the pandemic, our CEO and CFO engaged regularly with UK
Government Investments and our largest active institutional
investors throughout the year.

To enhance our investor relations programme during a
challenging time when we were unable to meet face to face,
we hosted a series of ‘Meet the Exco’ and business spotlight
presentations via Zoom. These events gave analysts and
investors the opportunity to hear from key members of our
executive team as they discussed their priorities for the year
ahead and to ask questions live over Zoom.

Environmental, Social and Governance (ESG) issues were
regularly discussed at our one-to-one meetings and we also
engaged with specialist socially responsible investors through
a programme of meetings with ESG analysts from institutional
investors, presentations at ESG-focused conferences and
increased interactions with sustainability rating agencies.

Alongside the virtual shareholder events mentioned above,
members of our Board hosted a live virtual corporate
governance forum. This gave investors the opportunity to hear
an update on Board priorities in 2021 and the opportunity for
a discussion on corporate governance topics directly with our
non-executive directors.

A key development in terms of the transparency of our
business during 2021 was the enhancement of two key
areas of our non-financial reporting. In recognition that
climate change is a critical global issue which has significant
implications for our investors (as well as our customers,
employees, suppliers and partners), we produced our first
standalone Climate-related Disclosures Report in February
2021. This comprehensive document was a material step
towards alignment with the Financial Stability Board’s Task
Force on Climate-related Financial Disclosures (TCFD)
recommendations and recommended disclosures. The report
covered our climate strategy and associated ambitions,
governance, scenario analysis, risk management and
climate-related metrics.

We also produced our first Environmental, Social and
Governance Supplement — providing investors and other
stakeholders with a deeper understanding of the work that
we are doing to understand and manage issues facing our
business, customers, communities and society as a whole.
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https://investors.natwestgroup.com/~/media/Files/R/RBS-IR-V2/results-center/18022022/2021-climate-related-disclosure-report.pdf

Stakeholder focus areas continued

Colleagues

Helping our colleagues to thrive

We want NatWest Group to be a great place

to work. By offering a fulfilling job, a healthy
workplace, fair rewards, excellent development
and great leadership, we believe together our
colleagues can thrive and unlock the full potential
of NatWest Group.

Our People Pledge sets out commitments and initiatives in
direct response to what colleagues tell us is important to help
them in their jobs. Throughout 2021, we have worked with
colleagues to champion their potential across all five parts

of the pledge: ‘Help you develop your skills’; ‘Support your
wellbeing’; ‘Help customers thrive’; ‘Create inclusive and
connected teams’; and ‘Help you make a difference’.

The pandemic has drastically altered how we work and has
changed (perhaps forever) the relationship between employers
and employees. We listen to our colleagues and use this insight
to attract, engage and retain the best talent for the future. Our
colleague listening strategy — which includes: our colleague
opinion surveys; a Colleague Advisory Panel (CAP) that
connects colleagues directly with our Board; the ‘Colleague
Experience Squad’, a group of colleagues who volunteer to
provide feedback on colleague products and services; and
Workplace, our social media platform — contributes to our
deeper understanding of colleague sentiment. We also track
metrics and key performance indicators which we can
benchmark with sector and high-performing comparisons.

Over 46,700 colleagues (81%) participated in our September
2021 Our View survey. The results showed that colleague
sentiment remains strong, despite the pandemic. Lead
measures in culture, purpose, inclusion and building capability
showed a continued and sustained year-on-year improvement
(+1 percentage point each). Across all 15 measured categories,
NatWest Group sits an average of 11 percentage points above
the Global Financial Services Norm (GFSN) and five percentage
points above the Global High Performance Norm (GHPN).®

Regular interactions with our employee representatives such
as trade unions, elected employee bodies and works councils
are a vital means of transparency and engagement for us.

We frequently use these sessions to discuss developments

and updates on the progress of our strategic priorities. In 2021,
topics included ‘ways of working’ and ‘health and safety in the
context of the pandemic’. We are also committed to respecting
our employees’ rights of freedom of association across all our
business. In addition, our CAP was set up in 2018 to help
promote colleague voices in the boardroom. For full

details, refer to the Corporate governance report

and ESG Supplement.

Performance and reward

Our approach to performance management provides clarity for
our colleagues on how their contribution links to our purpose,
with all colleagues set performance goals across a balanced
scorecard of measures. We continue to ensure employees are
paid fairly for the work they do and are supported by simple and
transparent pay structures in line with industry best practices.

(1) NatWest Group Our View results exclude Ulster Bank Rol.
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We keep our policies and processes under review to ensure we
do so. In general, the scores from the reward category in Our
View declined since 2020, although in all but one category they
remain above the GFSN. We will be looking to address this,
subject to performance, in 2022.

In the UK, our rates of pay continue to exceed the Living Wage
Foundation benchmarks and we ensure employees performing
the same roles are paid fairly. We ensure colleagues have an
awareness of financial and economic factors affecting our
performance through quarterly ‘Results Explained’
communications and ‘Workplace Live’ events with our Group
Chief Executive Officer and Group Chief Financial Officer.
Refer to our Directors’ remuneration report for full details

on our remuneration policies and employee share plans.

Helping colleagues realise their potential

At NatWest Group, we exist to champion potential and help
people, families, and businesses to thrive — helping them at
every stage of their lives. We’ll achieve our ambition to be a
relationship bank for a digital world by working together as
one team, across NatWest Group. Investing in our workforce in
a variety of ways helps us achieve that. To support this, we're
building a learning organisation that tests ideas and learns
every day — helping colleagues develop the capabilities to

stay relevant and employable for the future.

The COVID-19 pandemic has accelerated the pace of change,
and it is likely that predictions made for 5-10 years’ time —
working seamlessly alongside robotics, smarter uses of Al

and collaboration across organisations and boundaries — will
become the norm more quickly. This will have a significant
impact on how people work and the capabilities they will
need to thrive in this new world.

At NatWest Group, we believe that we have an obligation to
help build skills across our industry. Working with the Financial
Services Skills Commission, we led the build of an industry-
wide skills framework that is available via an online tool to all
financial services organisations in the UK. Its purpose is to
create a consistent language around skills across the industry
— which in turn will support mobility and is in line with our
commitment to support wider communities.

In 2021, we provided all colleagues with access to build future
skills through the NatWest Group Learning Academy, bringing
together learning opportunities and curated content into a
single place. This supports our commitment for all colleagues
to be upskilled in future-focused skills by 2025. Around 80% of
colleagues have used it since it launched in 2020 and, in 2021,
we’ve offered new topics including cybersecurity and innovation.
It has helped us to increase colleague learning completions

by 10%, with our target (aligned to the UN Sustainable
Development Goals) to increase them by 50% at the end

of 2023.

As well as increasing our colleagues’ learning and
development, we’re also focused on ensuring that it’s the right
kind. We have made a commitment that half of all learning at
NatWest Group is focused on building critical skills for the
future. We have prioritised data and digital capability and have
given our colleagues access to a range of opportunities to build
these skills through the NatWest Group Academy. Early

progress is positive with data learning up 134% and digital
learning up 31%. We also continue to invest in our people to do
their job, with 99.6% of our front-line colleagues professionally
accredited within their first 18 months in role.

We are committed to reskilling colleagues whenever possible.
The Mobility Hub supports with redeploying colleagues and
reskilling them for future work. In 2021, we commenced our
first formal reskill programme, with 20 colleagues who were at
risk of redundancy taking the opportunity to reskill as software
engineers. Of these, 17 accepted permanent positions.

In 2021, we launched our global Talent Academy to help
identify and develop colleagues with high potential through
a programme of challenging and purposeful development
opportunities. For the first time, colleagues were encouraged
to self-nominate regardless of role, level, working pattern
and location. Following a robust assessment process, 3,911
colleagues were accepted on to the programme. The cohort
is 53% male and 47% female, and 23% of the successful
applicants come from a Black, Asian and Minority Ethnic
background, thus providing NatWest Group with a diverse
talent pipeline for the future.

As we committed to, we hired over 1,000 interns, graduates
and apprentices in 2021; including 205 colleagues who were
recruited through our social mobility apprentice programmes
and we aim to hire a further 1,100 interns, graduates and
apprentices in 2022.

We are also focusing on building our leaders’ capabilities,
which is critical to delivering our purpose-led strategy.

Our ‘Determined to Lead’ programme has helped focus

and energise our people leaders, cultivating a framework for
common leadership behaviours and practices. In addition, our
leadership, talent and career support activity is enabled by our
new Leadership and Coaching Faculty. This resource gives
our leaders access to clear thinking, relevant frameworks

and problem-solving approaches at the point of need.

Supporting this, our succession planning processes enhance
our framework to spot, develop and mobilise a diverse pool
of our most promising talent. Successors are assessed and
developed against a purpose-led profile that defines the
behaviours, traits and drivers associated with success in a
purpose-led role and organisation. Our Succession Council
gives bank ExCo successors the opportunity to engage directly
with the CEO and other ExCo members to ensure they have
the potential and aspiration to reach ExCo level. Our most
talented senior leaders are given exposure through Board &
Talent sessions with interactive sessions discussing topics
that are shaping the direction of NatWest Group.

Following the success of our first NatWest Junior Management
Team (JMT), a second cohort was selected in September 2021.
The JMT mirrors the NatWest Group Executive Committee and
brings a fresh perspective and voice to that team. They also
deliver key strategic projects to broaden their experience,
exposure and connections across NatWest Group.

Refer to our ESG Supplement for full details on how we
support colleagues to redlise their potential.

References to ‘colleagues’ in this Strategic report mean all members of our workforce
(for example, contractors, agency workers).

Supporting our colleagues’ wellbeing

To be part of NatWest Group means being part of
something bigger than ourselves, where the strength
of our culture underpins everything we do; an
organisation where we all learn, grow, thrive and
support each other. A vital part of this is having a
fully embedded wellbeing strategy; refer to our ESG
Supplement for full details.

Diversity, equity 5 &2, a;/m 0=
and inclusion glaf ]| =

Creating a diverse, equitable and inclusive workplace is
integral to fulfilling our purpose. It enables us to truly connect
with, and serve, our diverse customers and communities with
the products and services they need. We remain committed
to progressing our diversity, equity and inclusion strategy,
focusing on becoming gender balanced, ethnically diverse,
disability smart, LGBT+ innovative and an inclusive workplace.

Inclusive workplace

Colleague sentiment on inclusivity continued to increase

in 2021, reaching a score of 93 percentage points. We are
14 percentage points above the GFSN and 10 percentage

points above the GHPN. Although sentiment has increased
in all colleague groups, our focus is now on where scores

may vary for our minority colleague groups.

Our 2021 Inclusion Week showcased diversity, equity and
inclusion across our business. This offered time to reflect on
why we need a diverse and inclusive workplace, to celebrate
the progress we are making, and challenge ourselves to do
more. We also continued to focus on behavioural change
through new and enhanced learning modules. These include
our mandatory learning and additional optional learning (such
as ‘Choose to Challenge’, which educates colleagues on the
importance of challenging behaviours that are not inclusive).
For more details refer to our ESG Supplement.

We continued to support our employee-led networks, which
have around 24,000 members globally. These include: Gender,
Multicultural, Disability, Rainbow (LGBT+), Armed Forces,
Families & Carers, Sustainable Futures, and Aspire. In 2021,
NatWest Markets Americas’ Energized Employees Network
(and sub-networks) focused on uniting and empowering
colleagues by running several events and initiatives, including
‘One Small Step: The George Floyd Verdict’ hosted by the
Black Professional Network and ‘New Ways of Working

and the Impact on Women’ hosted by the Gender Network.

We have been listed in the ‘Working Families Benchmark Top
10 Employers’, showing that we are among those leading the
way in building a flexible, family-friendly workplace. We have
also been accredited as a ‘Good Work Standard’ employer at
Excellence (highest) level by the Mayor of London’s office.

We marked ‘South Asian Heritage Month’ with cultural
celebrations and awareness campaigns that define the diverse
cultural tapestry of our South Asian colleagues. We ran events
(such as wedding traditions across different faiths) and created
a memory wall for colleagues to share personal histories.

For the third consecutive year, NatWest Poland received the
highest score in ‘Diversity IN CHECK’ - a certification granted
to employers well advanced in managing diversity and
inclusion considerations.
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Stakeholder focus areas continued

Gender balanced

Our Board composition exceeds the FTSE Women Leaders
target with a figure of 36% female representation. We have
female representation of 29% on our executive management
team, with a female Chief Executive Officer, Chief Financial
Officer, Chief Marketing Officer, Chief People & Transformation
Officer and Chief Governance Officer & Company Secretary.

We have a target to have full gender balance in our CEO-3
and above global roles by 2030. At 31 December 2021, we
had, on aggregate, 38% women in our top three layers, a
decline of 1% since 31 December 2020. While representing
an increase of 9% since targets were introduced in 2015, we
know we have more to do and we continue to focus on the
recruitment, retention and advancement of women to meet
our 2030 target.

The mean gender pay gap for NatWest Bank is 30.1%
(median: 34.2%) and the mean gender bonus gap is 26.0%
(median: 12.5%). The statutory bonus gap calculated in line
with regulation is the number including recognition vouchers
(mean 50.5%; median 92.9%). This means that even colleagues
who received a small recognition voucher - for example a £10
voucher - are included in the calculations. Most colleagues in
our more junior jobs only receive fixed pay — a change made
to provide more certainty over earnings; and this means

that many colleagues included in the statutory bonus

gap calculations only received a recognition voucher.

We currently have a higher proportion of women in these
roles. We therefore believe the figures excluding recognition
vouchers, 26.0% (median: 12.5%), are the most accurate
reflection of our gender bonus gap today.

In line with being a signatory to HM Treasury’s ‘Women in
Finance Charter’, we are committed to implementing its four
key industry actions for gender balance across financial
services. Executive Sponsor for Gender, David Lindberg
(CEO, Retail Banking), is also part of the external
Accountable Executive Taskforce for the Charter.

In 2021, we were listed as a ‘Times Top 50 Employer for
Women’ for the 11th consecutive year. For the fifth year,
we’ve retained our place in Bloomberg’s ‘Global Gender
Equality Index’. NatWest Group India was recognised as the
‘Winner of Gender Inclusive Workplace’ by ‘UN Women Asia
Pacific Awards 2021’ for the region and as a ‘“Top 10 Best
Workplaces for Women 2021’, awarded by the Great Place to
Work (GPTW) Institute, India. Elsewhere, NatWest Poland won
the ‘Fair to Women’ award, in recognition of their initiatives
and, more specifically, for supporting women in technology.

We continued our long-standing collaboration with Women

in Banking and Finance (WiBF), a volunteer-led organisation
which aims to connect members to thought leaders, business
leaders and women at all stages of their careers. Alison Rose
was presented with WiBF’s first President’s Award, recognising
her contribution to financial services over many years.

Ethnically diverse

Introduced in 2018, our ethnicity target is to have 14% Black,
Asian and Minority Ethnic colleagues in our top four layers
(CEO-4 and above) in the UK by 2025. At 31 December 2021,
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of 86% of colleagues who disclosed their ethnicity in the top
four layers in the UK, we have on aggregate 11% Black, Asian
and Minority Ethnic colleagues. This represents a 3% increase
since targets were introduced. Overall, of those who disclose
their ethnicity, 17% of colleagues in the UK identify as Black,
Asian and Minority Ethnic.

In line with our commitment to transparency under the UK
Government’s Race at Work Charter and in anticipation of

a requirement to disclose our ethnicity pay gap, we have
voluntarily disclosed our ethnicity pay gap for NatWest Group
combined UK & Ireland. The mean ethnicity pay gap for
NatWest Group is 9.3% (median: 13.0%). The mean ethnicity
bonus gap for NatWest Group is 24.2% (median: 17.9%).
These bonus gap numbers are excluding recognition
vouchers, the numbers including recognition vouchers

are 32.8% (median 46.3%).

We are proud to be placed in the “Top 10 Outstanding
Employers’ as part of ‘Investing in Ethnicity Employer’s
Maturity Matrix’, a position we have held since its inception
in 2018. The Matrix creates a framework and provides a
benchmark to assist employers on their ethnicity journey.

In 2020, we launched the Racial Equality Taskforce to listen,
learn and better understand the barriers faced by colleagues,
customers and communities from Black, Asian and Minority
Ethnic backgrounds. The Taskforce set out ten commitments
in the Banking on Racial Equality report, including a new UK
target to have Black colleagues occupying 3% of UK roles
(CEO-5 and above) by 2025. At 31 December 2021, we have
1.5% of colleagues who identify as Black in the top five layers
in the UK. Overall, of those who disclose their ethnicity, 2%
of our colleagues in the UK identify as Black. In 2021, we
published a first anniversary update on the report, for full
details refer to natwestgroup.com.

In October, we celebrated Black History Month 2021 with

a theme of Black Excellence. This provided opportunities

to celebrate Black people striving to be the best version of
themselves, and spotlight Black role models excelling in their
chosen fields. We ran events throughout the month, with a
keynote lecture from Lord Simon Woolley, supported by

our Executive Sponsors for Ethnicity Simon McNamara
(Chief Administration Officer) and Nigel Prideaux

(Chief Communications Officer).

In 2021, we relaunched our Ethnicity Advisory Council to
support our ethnicity and inclusion strategy. Chaired by Simon
McNamara, nominated diversity and inclusion specialists from
different industries will provide critical challenge, guidance,
and direction on our strategy.

Disability smart

In 2021, we re-launched a career development programme
on a virtual platform for colleagues with a disability to explore
common barriers which impede progress and provide access
to tools and techniques to help overcome them.

We undertook a discovery session with Lexxic (specialist
psychology consultants) to help us create an environment
where neurodiversity can flourish. This helped inform us of
areas for improvement, with the aim of exploring how to

become an even more neuroinclusive employer. We have
a roadmap in place, with five key areas: governance and
strategy; awareness and education; positive management
culture; attracting and retaining neurodiverse talent; and
future ways of working.

Since 2019 we have sponsored the Business Disability

Forum’s (BDF) Scottish Disability Conference, bringing together
organisations to support each other in becoming disability
smart. In 2021, the conference ran virtually and consisted

of workshops which facilitated group discussions on topics
including disability and diversity in the wake of COVID-19, how
to have conversations about disability at work, and supporting
neurodiverse colleagues in the workplace. The workshops had
more than 330 attendees.

In 2021, we refreshed our disability smart e-learning module
to help colleagues understand how we can be more inclusive
and accessible for all colleagues and customers. The module
included an overview of why accessibility is important

from our Executive Sponsor for Disability, Oliver Holbourn
(Director of Strategy & Ventures) and featured colleagues
sharing experiences.

Our efforts to be disability smart are recognised through a gold
rating in the BDF benchmark and Leader (the highest level)
status in the UK Government’s Disability Confident Scheme.

In India, we launched an On-Demand Sign Language
programme to facilitate access to sign language interpreters
for colleagues with hearing impairments for one-on-one
discussion and team meetings. NatWest Group India received
special recognition for disability smart work practices at the
GPTW Diversity & Inclusion Award Summit 2021. In Poland, we
ran a ‘Becoming Disability Smart’ project to increase support
for colleagues with disabilities. A new assistive technology

and workplace adjustment process was introduced, as well

as updated safety arrangements for disabled colleagues.

LGBT+ innovative

In 2021, we celebrated Pride by running a host of different
events that celebrated some of the successes we’ve had with
progressing our work. We also participated in the UK Stonewall
Workplace Equality Index to understand what more we can

do to support our LGBT+ colleagues and customers. This will
provide us with a definitive benchmark and allow us to assess
our achievements and progress on LGBT+ equality going
forward. Our Executive Sponsor for LGBT+, Jen Tippin (Chief
People & Transformation Officer), is guiding and shaping our
roadmap for the future.

During 2021, we created a new LGBT+ e-learning module

to be launched in 2022. The module focuses on establishing
colleagues’ understanding of various subjects across the gender
identity and sexual orientation spectrum. Our global learning
uses colleagues’ perspectives and insights from external
partners to enhance understanding. We also reviewed and
updated our international travel safety guidance for LGBT+
colleagues and our family friendly policies to ensure language
and scenarios are LGBT+ inclusive.

As a founding partner of the British LGBT Awards in 2015,
we continued our support in 2021 as a sponsor. The awards

spotlight organisations working to better meet the needs of
LGBT+ people. In 2021, Jen Tippin delivered a keynote speech
at the awards and presented the lifetime achievement award.

NatWest Group India received special recognition for LGBT+
workplace practices at the GPTW 2021 Diversity & Inclusion
Award Summit. In Poland, we once again hosted and
organised the NatWest LGBT+ Business Awards in recognition
of organisations and influencers making a real difference to
the lives of LGBT+ people in a very challenging climate.

2021 UK ethnicity profile by level

#Black, %Black,

Asi d ) Asi d

Minorty  #Whie

Ethnic Ethnic

CEO-3 and above combined 52 566 8
CEO-4 262 2,018 11
CEO-5 886 5171 15
Target population 314 2,584 110

(CEO-4 and above combined)

2021 Global gender profile by level

#Women #Men %Women
CEO 1 - 100
CEO-1 3 12 20
CEO-2 48 80 38
CEO-3 270 429 39
CEO-4 1,298 1,863 41
Target population 322 521 380

(CEO-3 and above combined)

Note: Our reporting reflects our organisational (CEO) levels. This is more reflective of
our organisational structure and enables comparison to be made externally. To maintain
integrity, we remove colleagues from our reporting that sit in CEO-3 and above that do
not hold leadership or influential roles.

For ethnicity: Our reporting only includes colleagues who have disclosed their ethnicity.
We report CEO to CEO-3 as a total to comply with GDPR restrictions.

For gender: There are differences between CEO and CEO-1 reporting versus reporting
on the gender balance of our Executive Management Team. Female representation on
our Executive Management Team is 29%

Male Female
Directors of the company 7 4
Executive employees 72 24
Director of subsidiaries 189 68
Permanent colleagues 30,000 29,500

(active and inactive)

There were 353 senior managers (in accordance with the definition
contained within the relevant Companies Act legislation), which
comprises our executive population and individuals who are
directors of our subsidiaries.

(*) Within the scope of EY assurance. Refer to page 78.
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Stakeholder focus areas continued

I Communities
glgle

Stronger together

Making a positive contribution to the communities
in which we live and work is integral to delivering
on our purpose.

The last two years have been incredibly tough for many

of our customers, but we have also seen the remarkable
collective support that happens when people come together.
We firmly believe NatWest Group has a role to play in this
process, positively impacting communities at both a local
and national level.

Focused on our communities
During the year we worked with the Centre for Social Justice

(CSJ) to carry out dedicated research into community strength:

‘Pillars of the Community’ explored what government, business
and the third sector can do to strengthen local communities as
the UK recovers from the pandemic. The research identified
the barriers that prevent local communities from thriving and
set out a range of policy initiatives that could help to overcome
these barriers.

We were also once again in regular contact with our
communities, including through our regional boards,
leveraging existing relationships and forming new ones. Our
seven regional boards are key to delivering the bank’s strategy
at a local level and championing potential across the UK. With
membership drawn from across the bank, the local insight and
strong teamwork of the boards is vital in demonstrating our
purpose to the communities we are part of.

The boards have been particularly important during

the pandemic, bringing people together to help serve our
customers and support our colleagues. In 2021, the regional
boards continued to focus on engaging with colleagues,
customers and communities across the nations and regions
of the UK, particularly in the areas of climate, learning

and enterprise.

Real-life support

We believe in supporting our customers with practical
measures that can help them in their day-to-day lives.

In doing so, we can provide part of the vital infrastructure
that communities need to live and thrive, such as our mobile
banking fleet, which visited nearly 600 communities every
week in 2021.

In response to the pandemic we have changed the way we
interact with our customers and communities, launching video
banking so our customers can meet with us from the comfort
of any location they choose. Elsewhere, NatWest Group’s
collaborations with Business in The Community (BITC), Hatch
and Digital Boost are another vital link with our business
communities, providing access to networks, sponsorship

and mentorship opportunities.

Helping young people into work

In 2021, we launched our ‘CareerSense’ programme — which
provides free-to-access tools to develop critical skills and
support youth employability prospects for 13 to 24-year-olds —
especially for those from low-income families and Black, Asian
and Minority Ethnic backgrounds. In November 2021, we also

62 NatWest Group 2021 Annual Report and Accounts

Bless Chiwanda
Journey Developer

]

Our CareerSense
programme

Supporting young people into work

Young people have been hit hard by =
the pandemic. From disrupted study
time to reduced job prospects, the af
current generation of pupils and

|

=)
v

school leavers will be feeling the
shockwaves of COVID-19 for a long
time to come. — Bless Chiwanda

So, when NatWest Group launched the CareerSense
programme in 2021, | saw it as great way of offering some
practical help, and welcomed the opportunity to get
involved.

Along with almost 600 of my colleagues, who

have also volunteered, | became a CareerSense
Ambassador: a role that has involved me supporting a local
high school in Edinburgh, running sessions for S4 pupils.

The experience has been great. Not just because of

the positive feedback from the school, but because I've
been able to see so many of the young people get engaged
about their next steps. It’s also given me the opportunity

to reflect on my own personal development. To think
about the skills and behaviours | use daily to deliver

my work, while also making a positive change to my

local community.

Since its launch in June 2021, over 8,200 pupils have
registered to attend a skills exploration workshop. That’s a
lot of young people getting the career support they need.

welcomed our first cohort to the CareerSense ‘Find Your Path’,
an initiative for young people not in employment, education or
training, which has been created and delivered in partnership
with regional youth delivery partners. The scheme helps young
people to benefit from a range of skills-development sessions,
mentoring and paid work experience.

To support the CareerSense programme we have developed
the mycareersense.com website, which offers access to a
range of free tools and resources, as well as the learning
content accessed through our NatWest Learning Academy.

In addition, we launched an external learning academy
‘Learning with NatWest’ in November 2021 which supports
communities, families and businesses (both customers and
non-customers), focusing on five key capabilities: climate;
employability; entrepreneurship and enterprise; future skills;
and financial capability. For more information, please refer
to our NatWest Group ESG Supplement.

Regulators

Ongoing dialogue

We operate in a highly regulated market

which continues to evolve in scope. As such,

we understand the need to have an ongoing,
constructive and open dialogue with all relevant
regulatory bodies.

During 2021, this included bilateral responses to material
consultations or other requests for comment/input issued by
various government, regulatory and standard-setting bodies.
Key consultations that NatWest Group has responded to
bilaterally include the FCA’s Consumer Duty proposals; its
work on diversity and inclusion; the UK Government’s plans
for audit and corporate governance reform; the independent
review of Ring-fencing and Proprietary Trading; and the
Payment Systems Regulator’s proposals on Authorised

Push Payment (APP) scams.

We formally engage with our regulators, at both senior
executive and Board level, as well as via individual non-
executive directors, through continuous assessment and
proactive engagement meetings. Most notably, during 2021,
we kept our regulators fully informed of any contingencies
and impacts on our operations as a result of COVID-19.

This has been particularly relevant for monitoring compliance
with the Financial Conduct Authority’s Senior Managers

and Certification Regime to ensure that all governance
arrangements across NatWest Group have been kept under
review in the context of the pandemic. We have also engaged
with regulators during policy proposal phases on a number of
occasions to help inform priorities.

Suppliers

Our Supplier Charter

As a purpose-led business, we foster strong
relationships with all our key stakeholders,
including our supply chains. In 2022, our ambition
is to quantify the impact of all supplier activities
through a supplier engagement framework.

A key milestone towards this ambition was the launch of

the NatWest Group ‘Supplier Charter’ in September 2020.

The charter sets out our aims and expectations in the areas
of ethical business conduct, human rights, environmental
sustainability, diversity and inclusion, the Living Wage and
prompt payment. It details what we expect from our suppliers,
but also outlines our own commitments in these key areas and
the outcomes we aim to achieve by working together. In 2021,
led by NatWest Group’s Chief Administrative Officer and with
collaboration from subject matter experts and policy owners,
we completed our first annual review of the charter.

Central to the aims of charter, we worked with EcoVadis

- a leading organisation providing third-party, evidence-based
assessments of sustainability performance. EcoVadis is helping
us to understand and measure our own performance and that
of our suppliers against the charter, enabling us to identify
social, environmental and ethical improvements. NatWest
Group has made significant progress in the first year of
working with EcoVadis, with 834 suppliers invited to take

part in the assessment, representing over 85% of our in-scope
supplier spend. During 2021, NatWest Group Supply Chain
Services has delivered the biggest and fastest deployment

of EcoVadis supplier sustainability assessments in the UK.

Continuing to support our suppliers

We are determined to pay our suppliers promptly for the
services that they provide to us. Our standard payment

terms are normally 30 days. However, from earlier on in the
COVID-19 pandemic and since, we have maintained immediate
payment on receipt of goods and services whenever possible.
This supports our suppliers during this difficult financial period
and goes beyond our commitment undertaken as a signatory
to the UK Government’s ‘Prompt Payment Code’, which
requires payment to be made in 60 days.
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Climate-related disclosures overview Climate ambition statements

Climate-related A leading bank in the UK helping
disclosures to address the climate challenge

We recognise that climate change is a global issue which has Net zero by 2050
significant implications for our customers, employees, suppliers,
partners, investors and therefore NatWest Group itself.

We have an ambition to achieve net zero by 2050, this includes:

— Financed emissions: Greenhouse gas emissions from loans and investments activity, attributable to NatWest Group.

— Assets under management: Greenhouse gas emissions associated with our discretionarily managed assets.

— Our operational value chain: Greenhouse gas emissions related to the upstream and downstream activities associated with
our operations.

Our ambition is to be a leading bank in the UK helping to
address the climate challenge. We have set ourselves the
challenge to halve the climate impact of our financing activity

by 2030 and to become net zero® by 2050. Accelerating the speed of transition to a Embedding climate into our culture and
net-zero economy decision-making

— We have an ambition to support our UK mortgage — Each year, we plan to include targets for executive
customers to increase their residential energy efficiency and remuneration that reflect our latest climate ambitions.
incentivise purchasing of the most energy efficient homes, — We have an ambition to at least halve the climate impact
with an ambition that 50% of our mortgage portfolio has of our financing activity by 2030 and align with the 2015

et Ze ro y an EPC rating of C or above by 2030. Paris Agreement. To do this, we plan to quantify our climate
— We plan to collaborate cross industry and create impact and set sector-specific targets by the end of 2022.

products and services to enable customers to track — We plan to continue the integration of the financial and
~ th arbon impact. non-financial risks arising from climate change into our
our funds and enterprise wide risk management framework (EWRMF).

Accelerating
the speed of Championing
transition to a climate
net-zero solutions
economy

Net-zero
emissions for
our operational
value chain®
Net-zero emissions for our operational

value chain

Embedding
climate into
our culture and
decision-making

Helping to Helping to end the most harmful activity
end the most

harmful activity

reduce our direct® own operations

0% by 2025, against a 2019 baseline.
arbon footprint for our wider

by 50%, against a 2019 baseline,
ero by 2050.

able electricity in our direct own
(RE100) and improve our energy
against a 2015 baseline (EP100).
vehicle charging infrastructure in
across our UK portfolio by 2030 and upgrade
of 300 vehicles to electric by 2025 (EV100).

— adaop d

presentations best present its

o

rr': -r ! k o - < 'ri-

(1) Science Based Targets initiative (SBTi) define_s net zero as reducing Scope 1, 2 and 3 emissions to zero or to a residudl level that |'§ consistent.!.with reaching net-zero emissions at a (3) Our Scope 1, Scope 2 and Scope 3 (paper, water, waste, business, travel commuting, work from home). Excludes upstream and For our full report, refer to
global or sector level in eligible 1.5 degree-aligned pathways. . a1 downstream emissions from our wider operational value chain as well as financed emissions. -
;i e e i . f = ") < . L the 2021 Climate-related
(2) Upstream operational value chain emissions are all the indirect Scope 3 emissions required for our operations to occur, including emissions from our suppliers, energy creation and B I 3 .
transport to our facilities, and our mail. Downstream operational value chain emissions are all of the indiréct Scope 3 emissions associated with our operations during and after serving Disclosures Report
our customers, including customer transport to and from our facilities, how our products are used and how they are disposed.of.
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Disclosures summary

Climate-related
disclosures overview

NatWest Group publicly committed to support the Financial Stability Board’s Task Force on
Climate-related Financial Disclosures (TCFD) recommendations in 2017. Our first stand-alone
2020 Climate-related Disclosures Report provided updates on climate as a key focus area

for NatWest Group.

During 2021, we have continued to progress our work and the tables on the following pages
summarise the content of the 2021 Climate-related Disclosures Report. Please refer to the
NatWest Group plc 2021 Climate-related Disclosures Report for further detail.

Governance

NatWest Group’s governance around climate-related risks and opportunities

The Board’s oversight of climate-related risks and opportunities

Summary

— Board monitoring and oversight of climate-related risks and opportunities is supported by clear roles and responsibilities
for the Board and Board Committees, as well as regular management reporting on climate strategy, ambition, and risk
management activities.

— Key Board level decisions and areas of discussion and/or challenge related to climate strategy, climate scenario analysis,
risk appetite, reporting controls and embedding climate measures within remuneration and performance structures.

— The Boards of NatWest Group’s principal subsidiaries exercised oversight of key climate-related risks and opportunities through
regular risk reporting and management updates.

Qs

@overnanc,

Strategy,

The actual and potential impacts of climate-related risks and opportunities on NatWest Group’s businesses, strategy
and financial planning

Climate-related risks and opportunities identified over the short, medium and long term

Summary

— NatWest Group’s climate ambition, announced in February 2020, recognises various short, medium and long-term climate-related
risks and opportunities to embed climate in our business and culture, as well as support our customers in their transition to net zero.

Future priorities
— Further enhance capabilities associated with climate-related risks and opportunities measurement.

References
NatWest Group plc 2021 Climate-related Disclosures Report - sections 1.1, 1.2, 1.3, 1.4, 3.1, 3.2, 3.3, 3.4, 3.5, 4.3, 5.1.

The impact of climate-related risks and opportunities on our businesses, strategy and financial planning

Future priorities
— Continue to oversee progress against NatWest Group’s climate ambitions and targets, particularly long term reduction in financed
emissions and development of transition plans to support this.

— Continue to build knowledge at Board level and to support the directors in addressing and overseeing climate-related risks within
NatWest Group’s overall business strategy and risk appetite.

Summary

— NatWest Group made a number of environmental, social and ethical (ESE) policy updates during 2021 to help end the most
harmful activity and concluded a credible transition plan (CTP) assessments for oil and gas majors and in scope coal customers.
This supported our stated ambition to stop lending and underwriting to companies with more than 15% of activities related to
thermal and lignite coal, unless they had a CTP in line with the 2015 Paris Agreement in place by the end of 2021.

- We continued to harness climate-related opportunities. We exceeded our 2020-2021 Climate and Sustainable Funding and Financing
target in under 18 months and supported our retail customers with a range of Green Mortgage products.

— Our work on climate scenario analysis has supported our assessment of climate related risks and opportunities and helped re-affirm
our climate ambition. We continued to build powerful partnerships, acting as principal partner at COP26, and becoming a founding
member of the Net Zero Banking Alliance and Glasgow Financial Alliance for Net Zero (GFANZ).

— We worked to incorporate climate in the financial planning process by developing our first carbon plan. This included an assessment
of carbon impacts of current and planned climate-related opportunities as well as climate-related risks, particularly those related to
dependencies on future policy and technology development.

Future priorities
— Continue to integrate climate in business activities.

— Further enhance carbon planning capability to support the development of transition plans to measure and track our progress
towards our ambition to halve the climate impact of our financing activity by 2030.

References
NatWest Group plc 2021 Climate-related Disclosures Report — sections 2.1, 2.2.

References
NatWest Group plc 2021 Climate-related Disclosures Report — sections 1.1, 1.2, 1.3, 1.4, 3.1, 3.2, 3.3, 3.4, 3.5. 3.6, 3.7, 3.8.

Management’s role in assessing and managing climate-related risks and opportunities

The resilience of our strategy, taking into consideration different climate-related scenarios, including a 2°C or lower scenario

Summary

— NatWest Group CEO and Chief Risk Officer jointly share accountability under the Senior Managers and Certification Regime for
identifying and managing the financial risk of climate change.

— This responsibility is delegated amongst the Executive and senior leadership teams. Cross-bank climate-related groups, advisory
teams and committee structures support with collaboration, escalation, and additional controls.

— The Climate Change Executive Steering Group acts as the primary management forum responsible for overseeing direction and
progress on NatWest Group’s climate-related commitments.

Future priorities

— Further embed operating models and business processes to support the management of climate-related risks and opportunities,
including coordination of actions to support further development and execution of climate transition plans.

— Continue to maintain a One Bank approach to climate strategy development and transition plans, including at subsidiary levels.

Summary

— During 2021, NatWest Group has developed its scenario analysis capabilities and deepened its understanding of climate-related
risks and opportunities through its participation in the Bank of England’s Climate Biennial Exploratory Scenario (CBES) exercise.
NatWest Group has also taken further steps to translate these insights into tangible action that will enable us and our customers
to mitigate climate-related risks and take advantage of the opportunities that the transition to net zero will create.

— NatWest Group has used three scenarios published by the Bank of England for its CBES exercise as the foundation for its scenario
analysis, including an early action scenario which assumes the increase in global temperature is limited to under 2.0°C. Also,
scenarios have been used to estimate financed emissions reductions required by 2030 to support our net zero by 2050 ambition.

References
NatWest Group plc 2021 Climate-related Disclosures Report — sections 2.1, 2.3.

Future priorities

— Continue to enhance scenario modelling and analytic capabilities.

— Continue to address significant challenges related to the availability of granular customer data.

— Respond to developing regulatory requirements on the approach to climate-related risk within the regulatory capital regime.
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References
NatWest Group plc 2021 Climate-related Disclosures Report — sections 3.4, 3.7, 3.8, 5.7.
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Disclosures summary continued

) Risk Management

How NatWest Group identifies, assesses, and manages climate-related risks

Our processes for identifying and assessing climate-related risks

@overnanc,

Strategy,

Metric and Targets

The metrics and targets used to assess and manage relevant climate-related risks and opportunities where such
information is material

Summary

— Climate risk was incorporated into the NatWest Group risk directory as a principal risk in February 2021 and in April, Board Risk
Committee approved a principles-based climate risk policy that defined the key requirements for the identification, assessment,
and management of climate risk, through the incorporation of climate considerations in key risk management processes.

— We completed a qualitative assessment of the current and potential impact of physical and transition climate risk as a causal
factor to other risks. This assessment of relative significance identified the following principal risks as being most exposed to
climate-related impacts: credit risk; operational risk; reputational risk; conduct risk and regulatory compliance risk.

— NatWest Group regularly considers existing and emerging regulatory requirements related to climate change through external
horizon scanning and monitoring of emerging regulatory requirements which is completed by our Legal, Governance and
Regulatory Affairs team.

The metrics used to assess climate-related risks and opportunities in line with our strategy and risk management process

Future priorities
Continue enhancements to our enterprise wide risk toolkit to support identification and assessment of risk impact on other principal risks.

References
NatWest Group plc 2021 Climate-related Disclosures Report — section 3.1, 3.2, 4.1.

Summary

Metrics used to assess climate-related risks:

— Exposures to heightened climate-related risk sectors.

— Energy efficiency and flood risk assessment for Retail Banking residential mortgage portfolio.
— Capital markets transactions.

— NatWest Group own operational footprint.

— Estimates of financed emissions and emission intensities.

Metrics used to assess climate-related opportunities:

- Climate and Sustainable Funding and Financing.
— NatWest Group Own Green Bond issuance.

We added performance against climate targets as part of the bonus pool assessment for our wider workforce. Refer to the Directors’
Remuneration Report in the NatWest Group plc 2021 Annual Report and Accounts for further details.

Our processes for managing climate-related risks

Summary

— The management of climate risk is largely delivered through three mechanisms: scenario analysis, long-term balance sheet
transformation and enhanced climate risk data capabilities.

— NatWest Group has established a climate risk appetite statement, determining the level of risk which the climate risk policy seeks
to operate within.

— A climate maturity rating was developed, which supports ongoing assessment of climate risk management throughout
the organisation. This approach translated NatWest Group’s climate risk policy into thematic management outcomes.

— As at 31 December 2021, NatWest Group has achieved first generation implementation of climate risk management, with a
predominantly qualitative approach to internal risk policy outcomes, covering priority sectors or customers. Where quantitative
approaches are applied, they are predominantly conducted on an ad hoc basis.

Future priorities

We will continue to develop metrics and measurement capabilities to monitor and manage climate-related risks and opportunities
during 2022.

References
NatWest Group plc 2021 Climate-related Disclosures Report — sections 3.4, 4.2,4.3,5.1,5.2,5.3,5.4,55,5.6.,5.7.

Scope 1, Scope 2 and, if appropriate, Scope 3 greenhouse gas (GHG) emissions, and the related risks.

Future priorities

— Work will continue to further integrate climate-related risk across business processes to achieve full integration within risk
management and decision-making.

— Future target state includes, but is not limited to, climate risk being systematically captured as a quantified risk factor within lending
and risk decision-making, informing limits and pricing.

Summary

We continued to develop and enhance capabilities to measure our carbon footprint in relation to our own operational footprint as
well as financed emissions:

— We reduced our direct own operations carbon footprint by 46% against a 2019 baseline, and increased our renewable electricity
consumption to 97%.

— We worked on enhancing our capabilities across an additional eight emissions intensive wholesale sectors. We also extended the
scope of emissions calculations for the oil and gas sector beyond extraction activities covered in 2020. We have now analysed
52% of our loans and investment portfolio based on 2019 gross on-balance sheet loans and investments.

References
NatWest Group plc 2021 Climate-related Disclosures Report — sections 3.1, 3.2, 4.2.

How our processes for identifying, assessing, and managing climate-related risks are integrated into overall risk management

Summary

— Retail credit risk: A review of EPC and flood impact was finalised for the Retail Banking residential mortgage portfolio; Credit
oversight tracking of EPC and flood risk concentrations have been developed. In addition, preliminary climate operational
measures were developed.

— Wholesale credit risk: Continued evolution of our credit risk frameworks to incorporate climate risk, for example its inclusion
in Transaction Acceptance Standards (TAS) and in climate commentary within credit applications for the majority of the
wholesale portfolio.

— Operational risk: NatWest Group-wide operational risk climate scenarios were completed in 2021. Two distinct extreme heat
scenarios were considered.

— Reputational risk: Review of risk acceptance criteria (RAC) suite to validate the sectors which present high environmental, social
and ethical (ESE) risk.

— Conduct risk and regulatory compliance risk: Supported the development and embedding of climate focused questions which have
been embedded into the existing governance processes.

Future priorities
— To support our commitments to the Net Zero Banking Alliance, we will align to the Science Based Targets initiative’s (SBTi)
definition and account for the wider value chain, including suppliers, for our own operational footprint.

— We have submitted our 2030 sector emissions reduction estimates to SBTi for validation and will continue our work to enhance
availability of data to support future calculations of financed emissions and emissions intensities.

References
NatWest Group plc 2021 Climate-related Disclosures Report — sections 5.6, 5.7, 5.8.

The targets used by the organisation to manage climate-related risks and opportunities and performance against targets

Future priorities
— Continue to assess impact of climate-related risks on NatWest Group’s financial and non-financial risk profile as part of risk and
control assessment of relevant processes.

— Further embedding of climate considerations in product design and lending decisions through the use of climate risk data
(EPC and flood analysis, CBES findings).

Summary

Our stated climate ambition is to be a leading bank in the UK helping to address the climate challenge. We have committed to achieve
net zero by 2050 across our financed emissions, assets under management and our operational value chain. Progress is monitored via

climate-related targets and ambitions across the following thematic opportunities:
— Accelerating the speed of transition.

— Helping to end the most harmful activity.

- Championing climate solutions.

— Embedding climate into our culture and decision-making.

— Net zero for our operational value chain.

Future priorities
We will continue to monitor our performance against our climate-related targets and ambitions and revise, as appropriate.

References
NatWest Group plc 2021 Climate-related Disclosures Report — sections 3.1, 3.2, 4.3.
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References
NatWest Group plc 2021 Climate-related Disclosures Report — sections 1.1, 3.5, 5.
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Own operational footprint

Own operational
footprint

During 2021, we reduced our direct own operations®
carbon footprint® 46% against 2019 baseline, and increased
our renewable electricity consumption to 97%.

Net-zero carbon®

We plan to reduce the carbon footprint for our wider operational
value chain by 50% (against a 2019 baseline) by 2030 and
achieve net zero by 2050.

While there was previously no standard definition of net zero,
as part of COP26, in October 2021 the SBTi released the
‘SBTi Corporate Net Zero Standard’, the world’s first net zero
framework which encapsulates the full value chain of Scope 3
and deep decarbonisation targets. To support NatWest Group’s
public commitments to the Net Zero Banking Alliance, we plan
to align to the SBTi’s definition for own operations and also
account for the wider value chain, including suppliers. We
have a target to reduce our direct own operations carbon
footprint by 50% by 2025 (2019 baseline) and plan to halve the
carbon footprint of our wider operational value chain by 2030,
with minimum 90% decarbonisation by 2050 for all emissions
(refer section 5.7 of the NatWest Group plc 2021 Climate-
related Disclosures Report for approach to financed emissions).
We intend to neutralise the remaining 10% of emissions with
high quality internationally recognised carbon credits® to
achieve net zero. We plan to continue making significant
emission reductions within our own operations, alongside
investments to mitigate GHG emissions through carbon
removal projects, programmes and solutions that provide
benefits to climate, especially those that generate additional
co-benefits for people and nature, in line with SBTi guidance.

As the first part of our journey, we are disclosing an initial view
of our upstream emissions for our 2021 footprint, with a plan
to refine this view and disclose our downstream emissions for
2022. Further, from 2022, NatWest Group will be using the
outputs from our 2021 energy audits to run a programme to
improve our building EPC ratings, reducing our climate impact.
Our 2021 total market-based operational footprint 66,149
tCO,e covers Scopes 1, 2 and our direct own operation
upstream Scope 3. This includes emission reductions from

the use of green electricity covering 97% of our consumption
through green tariffs and renewable electricity certificates,

but in accordance with the Greenhouse Gas Protocol, it does
not include emissions reduction from the use of carbon credits.
Further detail on our decarbonisation plans can be found

on page 71 of the NatWest Group plc 2021 Climate-related
Disclosures Report.

When announcing our Climate Positivel® ambition in February
2020, the wide-ranging impacts from COVID-19 could not have

(1) Our own operational footprint reporting year runs from October 2020 to September 2021.
NatWest Group defines direct own operations as our Scope 1, Scope 2 and Scope 3 (paper, water, waste, business travel, commuting and work from home) emissions. It therefore

B

excludes upstream and downstream emissions from our value chain.

=B

been anticipated. By procuring a minimum 120,000 tCO,e in
carbon credits, in line with our market-based 2019 baseline,
while simultaneously reducing emissions from our own
operations, we have already achieved our ambition to be
Climate Positive in 2021 for our direct own operations. We
used 120,000 tCO,e of internationally recognised carbon
credits which add environmental, social and community
benefits compared to the 2021 residual market-based 66,149
tCO,e Scope 1, 2 and 3 emissions. We had previously targeted
a 25% reduction in emissions from our direct own operations
by 2025 (2019 baseline) but are now increasing this to 50% as
we seek to build on the emissions reductions that have already
occurred.

Energy and carbon

In 2021, we reduced our direct operational Scope 1, 2 and 3
(business travel, paper, waste, water, commuting and work
from home) emissions by 46% against a 2019 baseline. This has
been through a number of emission reduction activities as well
as impacts from COVID-19.

Despite COVID-19, a number of key projects were still
completed in 2021. Notable highlights include:

- Renewable power: NatWest Group has partnered to
develop a solar generation facility in the UK under a
corporate power purchase agreement. The facility is due
to start generating low-carbon electricity for the bank
from 2024 and will bring additional renewable generation
capacity online to facilitate the decarbonisation of the UK
power grid. Once constructed, the facility is expected to
generate 40% of NatWest’s electricity demand in the UK.

— Branch investments: The high-performance specification
implemented for a branch fit-out in Bristol meant that we
achieved an energy performance rating of ‘B’ and achieved
Royal Institute of Chartered Surveyors (RICS) SKA Silver
rating in terms of the design’s broader sustainable design.

— Lifts: The first phase of a replacement passenger lift system
at our offices at 250 Bishopsgate, London, leading to a 30%
reduction in the energy use of the lifts; making the lifts ‘A’
rated in terms of energy.

- Building Management System investment: In our Coutts
head office we have invested in ‘out BMS controllers’ which
have provided a better environment for our colleagues and
enable more efficient energy management from the facilities
management team. We have also installed dashboard
screens in the customer and colleague areas in both the
Coutts head office and 250 Bishopsgate to educate on
the energy usage of the buildings.

Carbon/carbon footprint in this section refers to GHG emissions reported as carbon dioxide equivalent.
Upstream operational value chain emissions are all the indirect Scope 3 emissions required for our operations to occur, including emissions from our suppliers, energy creation and

transport to our facilities, and our mail. Downstream operational value chain emissions are all of the indirect Scope 3 emissions associated with our operations during and after serving
our customers, including customer transport to and from our facilities, how our products are used and how they are disposed of.

GG

baseline market-based emissions of 120,000 tCO.e.
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NatWest Group used carbon credits for our 2021 achievement. These projects remove carbon from the atmosphere through tree planting and are dual-validated and verified under the
Verified Carbon Standard (VCS) and Climate, Community and Biodiversity Standards (CCB).
NatWest Group defines Climate Positive as reducing location-based emissions from our direct own operations 25% from our 2019 baseline and using carbon credits to neutralise our

Streamlined energy and carbon reporting

Greenhouse gas (GHG) emissions

2021

2020

UK and
offshore® area

Global total
(excluding UK
and offshore)’

UK and offshore®
area

Global total
(excluding UK
and offshore)

Emissions from the combustion of fuel and operation of any facility

(Scope 1@ Direct) CO,e (tonnes)" 17,464 1,663 18,443 1,921
Emissions from the purchase of electricity, heat, steam or cooling by

the company for its own use (Scope 2® Indirect) Location-based

CO,e emissions (tonnes)) 52,735 16,305 63,841 23,057
Total gross Scope 1 & Scope 2 (location-based) emissions CO,e (tonnes)) 70,199 17,968 82,284 24,977
Energy consumption used to calculate above emissions (kWh) 329,396,747 40,652,346 347,909,621 49,510,271
Intensity ratio: Location-based CO,e emissions per FTE (Scope 1 & 2)

(tonnes/FTE) 1.71 1.03 1.83 1.37
Scope 3% CO,e emissions from direct operations, paper, water, waste,

business travel, commuting and working from home (tonnes)" 36,016 8,855 38,502 14,967
Total gross CO,e emissions for direct operations (Scope 1, location-based

Scope 2, Scope 3) (tonnes)”) 106,215 26,823 120,787 39,944
Intensity ratio: Location-based CO,e emissions per FTE (Scope 1, 2 & direct

operations Scope 3) (tonnes/FTE) 2.59 1.54 2.69 2.19
Scope 20 (Indirect) Market-based CO,e emissions (tonnes)) 12 2,139 8,860 2,346

Emissions methodology and basis of preparation

Boundary: We have reported on all emission sources required under the Companies (Directors’ Report) and Limited Liability
Partnerships (Energy and Carbon Report) Regulations 2018. Our reporting year runs from October 2020 to September 2021.
The emissions reporting boundary is defined as all entities and facilities either owned or under our operational control.

Calculation: Emissions have been calculated using the Greenhouse Gas Protocol Corporate Standard and associated guidance and
include all greenhouse gases, reported in tonnes of carbon dioxide equivalent (CO,e) and global warming potential values. When
converting data to carbon emissions, we use Emission Factors from UK Government Emissions Conversion Factors for Company
Reporting (Department for Business, Energy & Industrial Strategy, 2021), CO, emissions from fuel combustion (International Energy
Agency, 2021) or relevant local authorities as required. NatWest Group utilises a third-party software system, Envizi, to capture and
record our environmental impact and ensure audit requirements are met. All data is aggregated at a regional level to reflect the
total regional consumption. The regional consumption results are then collated to reflect the total NatWest Group footprint. CO,e
values are attributed to these sources via an automatic conversion module in the Envizi system. For more information, please see

the own operational footprint page on natwestgroup.com.

(1

overseas sites in America, EMEA and Asia-Pacific. These are included in the global total (excluding UK and offshore).

B

Scope 2 emissions from electricity, district heating and cooling used in NatWest Group premises.

5B

commuting and working from home.

Scope 1 emissions from natural gas, liquid fossil fuels, fluorinated gas losses and owned/leased vehicles.

Offshore area as defined in The Companies (Directors Report) and Limited Liability Partnerships (Energy and Carbon) Regulations 2018. This includes Jersey and Guernsey but not our

Scope 3 emissions from paper and water, category 5: waste (UK and Rol only), category 6: business travel including air, rail, hired vehicles and our grey fleet, category 7: employee

(5) Market-based Scope 2 emissions. UK market-based emissions have dropped 99% (to 12 tCO,e) as we have procured 100% of the electricity we have consumed from renewable
sources using green tariffs and renewable electricity certificates, whereas in 2020, we sourced 90% of our UK electricity from renewable sources, with the remaining 10% accounting
for 8,848 tCO,e. The 12 tCO,e arises from district cooling and district heating, which is used at only a few sites.

*

Within the scope of EY assurance (2021 only).
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Risk management

Risk overview

Impactful and effective risk management supports NatWest Group

in delivering its strategy and purpose.

Risk is an inherent part of doing business. Some types of
risk — such as credit risk or market risk for example — are an
integral part of NatWest Group’s day-to-day activities and a
vital part of revenue generation. Other risks, such as those
arising from changes in the economy or the competitive
landscape, are an inescapable part of the environment in
which NatWest Group operates and must also be managed
and mitigated.

Effective risk management is a vital element of ensuring
NatWest Group is able to achieve its long-term strategy
and fulfil its purpose.

NatWest Group operates an enterprise-wide risk management
framework. The framework — which is supported by policies,
standards and operational procedures — sets out a consistent
approach to managing risk across the organisation. It is
aligned to NatWest Group’s purpose and is designed to
support intelligent risk-taking.

While the Board reviews and approves the framework, all
colleagues share ownership of risk management. The industry-
standard three lines of defence approach is used to define
responsibilities. This aims to ensure that risks are properly
identified and assessed, managed and mitigated, monitored
and reported.

NatWest Group’s independent Risk function designs and
maintains the framework. The Risk function — which is led by
the Chief Risk Officer — also provides oversight and monitoring
of all risk management activities. The Chief Risk Officer plays
an integral role in providing the Board with advice on NatWest
Group’s risk profile, the performance of its controls and in
providing challenge where a proposed business strategy

may exceed risk tolerance.

NatWest Group has identified a number of principal risks.
These are risks that are an inherent part of banking activity
and have the potential to significantly affect NatWest Group’s
performance or prospects. They are categorised as financial
and non-financial principal risks.

In addition, a regular process identifies top and emerging risks.
These are specific scenarios of concern that may combine
elements of several principal risks — or create new types of
threat altogether — and which, without appropriate management
and mitigation, could have a significant negative impact on
NatWest Group’s ability to meet its strategic objectives.

These are detailed on page 75.

Risk appetite is a key component of the framework. It defines
the level and types of risk NatWest Group is willing to take as
part of its business activities. Risk appetite is set in line with
overall strategy and approved by the Board. It supports the
strategic aim of building a sustainable business by providing
colleagues with a structured approach to risk-taking within
agreed boundaries.

Information on the risk profile relative to risk appetite, as well
as details of new and emerging risks, is reported regularly to
the Board and to NatWest Group’s senior risk committees.
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Principal financial risks

Principal non-financial risks

Credit risk Conduct risk

Traded market risk Financial crime risk

Non-traded market risk Operational risk

Capital adequacy Regulatory compliance risk

Liquidity and funding Model risk

Earnings stability Climate risk

Pension risk Reputational risk

Areas of focus in 2021

The global economy continued to grow, though more

slowly than expected. The aftershocks of the pandemic also
intensified uncertainty around both the pace of recovery and
the longer-term future. Accordingly, risk management played
a critical role throughout the year, focusing both on striking
the correct balance between risk and opportunity, and also
on ensuring that supporting processes, policies and controls
were properly optimised to deal with the heightened risk
environment. Providing a clear risk perimeter allowed NatWest
Group’s customer-facing franchises to operate safely as they
set out to achieve NatWest Group’s purpose of helping people,
families and businesses to thrive.

As a result, NatWest Group’s credit risk profile remained in line
with expectations, though given the heightened uncertainty,
this remained an area of significant risk management focus.
Impairment releases were significant. IFRS 9 forward-looking
expected credit losses for performing assets in Stage 1 and
Stage 2 reduced and actual Stage 3 default charges were
relatively modest. However, NatWest Group anticipates
increased default levels in 2022 as the longer-term impacts
of pandemic-related disruption emerge. Other headwinds,
such as ongoing supply chain challenges and inflation,

have the potential to heighten the credit risk profile.

NatWest Group’s traded and non-traded market risk profiles
were also broadly stable, though the potential second-order
effects of the pandemic on both remain a key risk
management consideration.

Compliance and conduct

Further progress was made on the compliance agenda during
2021. This included the introduction of a digital rules-mapping
platform intended to enhance NatWest Group’s assessment
and implementation of regulatory obligations. In addition,

a new ring-fencing hub was established to provide an
aggregated view of ring-fencing compliance and risk
management. The conduct risk profile also remained a key
focus. In December 2021, the NatWest Markets subsidiary
pleaded guilty to one count of wire fraud and one count of
securities fraud related to historical spoofing conduct by
former employees in US Treasuries markets between 2008 and
2014. As part of the plea agreement, NatWest Markets will pay

a criminal fine and a criminal forfeiture as well as restitution.
The plea agreement also imposes an independent corporate
monitor. NatWest Markets has also committed to compliance
programme reviews and improvements. Throughout the year,
with many colleagues working from home, additional controls
around the supervision of certain roles remained in place to
ensure secure and compliant operations. Controls established
to mitigate risks relating to the recording of regulated
communications, the flow of inside information and
management of conflicts of interest also remained a focus.

Financial crime

While work continues to enhance the control environment
relating to financial crime risk, operational weaknesses
between 2012 and 2016 resulted in the inadequate monitoring
of a UK-incorporated NatWest Bank Plc customer. Regulations
require risk-sensitive ongoing monitoring of customers for the
purposes of preventing money laundering. NatWest Bank Plc
co-operated fully with the regulator’s investigation into this
case and, in October 2021, pleaded guilty to three breaches
of the Money Laundering Regulations 2007.

NatWest Group takes its responsibility to prevent and detect
financial crime extremely seriously and continues to make
significant multi-year investments to strengthen and improve
its overadll financial crime framework with prevention systems
and capabilities. This investment continued during 2021 and
there was significant risk management focus on the systems
and processes relating to customer due diligence, transaction
monitoring and automated customer screening. NatWest
Group continues to work with law enforcement agencies,
industry bodies and regulators to develop intelligence and
collaborative solutions to prevent financial crime.

Anti-bribery and corruption (ABC)

NatWest Group is committed to ensuring it acts responsibly
and ethically, both when pursuing its own business
opportunities and when awarding business. Consequently,

it has embedded appropriate policies, mandatory procedures
and controls to ensure its employees, and any other parties it
does business with, understand these obligations and abide by
them whenever they act for NatWest Group. ABC training is
mandatory for all staff on an annual basis, with targeted
training appropriate for certain roles. NatWest Group considers

Risk management process

This diagram summarises the main risk management processes and responsibilities within NatWest Group.

Risk activities Responsibilities

Identify and
Assess

Manage/
Mitigate

Board

Responsible for reviewing the effectiveness
of the risk management and internal control
systems of NatWest Group, including the
nature and extent of the risks it may take

in pursuit of its strategic objectives.

Strategic consideration of principal risks —
together with top and emerging risks —
against NatWest Group’s business plan.
Leads the development of, and assesses/
monitors, risk culture.

NatWest Group Risk Function

Design and implementation of the enterprise-
wide risk management framework and
policies. Oversight of franchise and entity
risk management activities.

Aggregated reporting of franchise/
entity-level management of principal risks
- together with top and emerging risks —
against the agreed risk appetite set by the
Board, including assessment of the way
correlation and concentration levels may
change in aggregate.

Franchises and Entities

Take risks within the risk appetite set by
the Board in pursuit of business objectives.
Day-to-day risk management including,
identification and assessment, mitigation
and monitoring.

Reporting on franchise/entity-level
management of principal/top and emerging
risks within appetite. Horizon-scanning to
identify and assess likely changes in risk
environment/landscape.

Governance

Top Board
down  Sets risk appetite, reviews and
approves the enterprise-wide
risk management framework.

Board Risk Committee

Provides oversight and advice
to the Board on current and
future risk profile. Reviews the
effectiveness of internal controls
to manage risk.

Group Audit Committee

Reviews the effectiveness of
NatWest Group’s system of
internal control relating to
financial management.

Executive Risk Committee

Reviews, challenges and debates
all material risk and control
matters across NatWest Group.

Franchise Risk
Committees

Detailed oversight of risk profile
relative to risk appetite for
specific franchises/entities.

Bottom
up
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Risk management continued

ABC risk in its business processes including, but not limited to,
corporate donations, charitable sponsorships, political activities
and commercial sponsorships. Where appropriate, ABC
contract clauses are required in written agreements.

Climate risk

The impact of climate change on NatWest Group and its
customers continued to be a central risk management focus
during the year. A new Climate Centre of Excellence was
established to provide specialist expertise across NatWest
Group, including horizon scanning to identify strategic
opportunities and risks. In addition, the qualitative
consideration of climate-related risk was made mandatory for
most of the wholesale portfolio within credit assessments, and
enhancements were made to NatWest Group’s environmental,
social and ethical framework to address reputational risks
arising from carbon-intensive sectors. NatWest Group also
participated in the Bank of England’s Climate Biennial
Exploratory Scenario stress test exercise. This exercise was
designed to support improved understanding of the financial
system’s exposure to climate-related risks and the likely
challenges to business models emerging from climate change.
While participation was mandatory, the exercise also helped
NatWest Group in understanding and preparing to manage
risks that could arise, both in terms of the transition to

net zero and the physical risks from climate change.

LIBOR

Risks relating to the reform of interest-rate benchmarks were a
consistent focus during the year. With the exception of certain
tenors, publication of the London Inter-Bank Offered Rate
(LIBOR), a key benchmark in the global financial markets for
many years, ceased on 31 December 2021. In preparation for
the move to alternative risk-free rates - including the Sterling
Overnight Index Average (SONIA) — NatWest Group stopped
offering Sterling LIBOR for new transactions on 31 March
2021. A Group-wide transition programme coordinated work
to help customers smoothly transition from a range of LIBOR-
based products, such as mortgages, investment-backed
lending and derivatives, to those using alternative benchmarks.
Significant attention was paid to the potential conduct risks
arising from transition activity, as well as related operational
risks, in order to ensure appropriate customer outcomes.

In addition, there was a strong focus on carefully managing
the associated compliance risk, market risk and counterparty
credit risk. The complexity of the transition, especially in
relation to so-called ‘tough legacy’ contracts that cannot be
transitioned to alternative reference rates, also heightened
execution risk. The FCA has proposed that use of synthetic
sterling LIBOR may be permitted for a number of legacy
contracts. It’s expected that management of related risks

will remain a focus into 2022 as NatWest Group continues

to support its customers through the transition.

Information and cyber-security

Cyber crime is an ever-present threat across the digital
landscape and continues to evolve rapidly. Attacks may be
from individuals or highly-organised criminal groups intent
on stealing money or sensitive data, or potentially holding
organisations to ransom. NatWest Group takes this threat
seriously and continues to work with industry bodies, peers
and the National Cyber Security Centre to gather and
share intelligence. During 2021, there was continued risk
management focus on ensuring defences remain optimised
for the evolving threat.

74 NatWest Group 2021 Annual Report and Accounts

Risk culture

NatWest Group’s multi-year programme to enhance risk
management capability at every level of the organisation
continued with an ongoing emphasis on risk culture. This work
aims to embed a generative risk culture across all three lines
of defence — where risk management is an integral part of

the way colleagues work and think. The approach supports
intelligent risk-taking, better customer outcomes, stronger and
more sustainable business as well as an improved cost base.
During 2021, there was a focus on a number of risk culture
initiatives, including improvements in risk data and systems
alignment as well as enhancements to risk identification
processes and risk culture management information.

Model risk

An effective understanding of likely future outcomes and the
scale of likely hazards is an essential part of forward-looking
risk management. NatWest Group is heavily reliant on
modelling across all aspects of its business. Ensuring its models
are designed effectively — and that associated assumptions,
data inputs and techniques are appropriate — remained a key
risk management focus in 2021. This included a programme

of ongoing work to upgrade a number of models to improve

predictability and compliance with new regulatory requirements.

Risk-weighted assets (RWAs)

RWAs were down £13.3 billion at 31 December 2021, ending
the year at £157 billion (from £170.3 billion in 2020). This was
mainly driven by a £9.8 billion reduction in credit risk RWAs
as well as reductions in market risk RWAs (£1.4 billion),
counterparty credit risk RWAs (£1.2 billion) and operational
risk RWAs (£0.9 billion).

Common Equity Tier 1 ratio

NatWest Group maintained a strong CET1 ratio of 18.2%
(2020 - 18.5%), reflecting both the £13.3 billion reduction in
RWAs and a £2.9 billion decrease in CET 1. This decrease was
mainly driven by the directed buy-back and associated pension
contribution of £1.2 billion and on-market share buy-backs
totalling £1.5 billion, as well as foreseeable dividends and
associated pension contributions of £1.2 billion and a £1.1
billion decrease in the IFRS 9 transitional adjustment and other
reserve reductions, offset by the £3 billion attributable profit

in the period. The CET1 ratio reduced to 15.9% on 1 January
2022 as a result of regulatory RWA and capital changes.

Leverage ratios

The CRR leverage ratio decreased to 4.4% (2020 - 5.2%) due
to a £40 billion increase in leverage exposure and a £4 billion
decrease in Tier 1 capital. The UK leverage ratio decreased
to 5.8% (2020 - 6.4%) due to the decrease in Tier 1 capital.

Stress testing

Under the 2021 Bank of England solvency stress test, on an
IFRS 9 transitional basis NatWest Group’s low point CET1
ratio was 10.4%. This was above the reference rate of 7%.
The transitional Tier 1 leverage ratio low point was projected
to be 4.4% under stress. NatWest Group also took part in the
Bank of England’s Climate Biennial Exploratory Scenario.

Liquidity and funding

The liquidity portfolio increased by £24.1 billion to £286.4
billion. Primary liquidity increased by £38.2 billion to £208.6
billion. The increase in primary liquidity resulted mainly from
customer deposits, TFSME funding, new issuances and a
methodology change to include UBIDAC cash at central banks.

Top and emerging

risks

A continuous process is used to identify and manage the Group’s top and
emerging risks. These are risks that could have a significant negative impact on
the ability to operate or meet strategic objectives.

External

Climate-related
risks

NatWest Group and its customers may face significant climate-related risks, including those arising from the transition
to a net-zero economy. These risks are receiving increasing regulatory, political and societal scrutiny, both in the UK
and internationally. There are significant uncertainties as to the extent and timing of the manifestation of the physical
risks of climate change, such as more extreme and frequent weather events and reductions in biodiversity. Embedding
climate risk into the Group’s risk framework and adapting NatWest Group’s operations and business strategy to
address the risks is in line with the purpose-led strategy.

Competitive
environment

NatWest Group operates in markets that are highly competitive, raising the threat of a loss of market share, reduced
revenue and lower profitability. The risks mainly relate to changes in regulation, developments in financial technology
(including digital currency), new entrants to the market and changes in customer behaviour. The Group closely
monitors the competitive environment and adapts strategy as appropriate to deliver innovative and compelling
propositions for customers.

COVID-19

The COVID-19 crisis could impede the Group’s ability to meet its targets and deliver its purpose-led strategy. Despite
delivery of a mass vaccination programme in the UK, uncertainty remains around the future evolution of the virus and
the ultimate impact of the pandemic on NatWest Group and its customers. Key mitigation measures to manage the
uncertainty include scenario analysis, stress testing and active portfolio management including the adjustment of

risk appetite.

Cyber threats

The threat from cyber attacks is constant both directly to businesses such as NatWest Group and to others in the
supply chain. As cyber attacks evolve and become more sophisticated, NatWest Group continues to invest in additional
capability and controls designed to defend against the evolving threats. There is a sustained focus on managing the
impact of the attacks and maintaining the availability of services for NatWest Group’s customers.

Economic and
political risks

NatWest Group is exposed to economic and political risks in the markets in which it operates. Economic uncertainty
remains high due to a combination of inflationary pressures including supply chain frictions and disruption due to new
COVID-19 variants. A range of complementary approaches is used to mitigate these risks including scenario analysis
and stress testing. The Group continues to monitor geopolitical risks alongside domestic political risk including those in
relation to the UK’s withdrawal from the European Union and a Scottish independence referendum. In the longer term,
demographic change, high levels of debt and inequality could all have financial impacts. As a result, these risks are
closely monitored and strategic plans are adapted as appropriate.

Regulatory, legal
and conduct risks

Internal

NatWest Group is subject to extensive laws and regulations and expects government and regulatory intervention
in the financial services industry to remain high for the foreseeable future. The Group implements new regulatory
requirements, where applicable, and incorporates the implications of related changes in its strategic and financial
plans. However, changes in laws or regulations, or failure by NatWest Group to comply with these, may adversely
affect NatWest Group’s business, results of operations and outlook.

Change risk

The implementation of NatWest Group’s purpose-led strategy and the refocusing of NatWest Markets carry significant
execution, operational and people risks. NatWest Group continues to manage and implement change in line with

its strategic plans while assessing execution risks and taking appropriate mitigating action. In addition, the Group
continues to monitor and strengthen its control environment including in relation to financial crime, through robust
governance and controls frameworks.

Data
management

NatWest Group operations and strategy are highly dependent on the accuracy and effective use of data. Failure

to have current, high-quality data and/or the ineffective use of such data could result in a failure to deliver NatWest
Group’s strategy including reducing costs and meeting customer expectations. The Group is focused on delivering
a long-term data strategy alongside control and policy framework enhancements governing data usage.

People risk

NatWest Group’s success depends on its ability to attract, retain and develop highly skilled and qualified personnel,
including senior management, directors and key employees in a highly competitive market and under internal cost
reduction pressures. A combination of strategic workforce planning, including in relation to critical role resource and
retention of specific skills, and close monitoring of staff turnover levels and colleague wellbeing are key mitigants.

Third-party
suppliers

Operational risks arise from NatWest Group’s reliance on third-party suppliers to provide a range of services,
including information technology. While the ineffective management of these risks could adversely affect NatWest
Group, significant resources and planning have been devoted to mitigate the risks including the implementation of
robust risk controls.
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Viability
statement

In accordance with Provision 31 of the UK Corporate Governance Code,
the Board is required to make a statement in the Annual Report and Accounts
regarding NatWest Group’s viability over a specified time horizon.

In assessing NatWest Group’s future prospects, the Board
considers a period of three years to be appropriate. Although
strategic and business planning — as well as internal stress
tests — are based on a five-year timespan, levels of uncertainty
increase as the time horizon extends and therefore the shorter
period is considered more suitable for this assessment. The
Board will continue to monitor and consider the appropriateness
of this period.

In assessing NatWest Group’s viability over that three-year
time frame, the Board has considered a wide range of
information, including:

Strategic

— NatWest Group’s long-term business and strategic plans;

— lts liquidity and funding profile, including projections over
the relevant period;

— lts current capital position and projections over the
relevant period.

Risk

— NatWest Group’s risk profile and risk management
practices, including the processes by which risks are
identified and mitigated;

— lts principal risks as well as the top and emerging risks
that could have a significant negative impact on NatWest
Group’s licence to operate or meet its strategic objectives
over the medium term;

— Internal stress tests, which include consideration of
NatWest Group’s principal and emerging risks within
the scenario design.

Regulatory

— The results of the Bank of England 2021 solvency
stress test;

— The Group’s results in the Bank of England’s Climate
Biennial Exploratory Scenario (CBES);

— The output of the Group’s 2021 Internal Capital Adequacy
Assessment Process (ICAAP) and Internal Liquidity
Adequacy Assessment Process (ILAAP).

Operating environment

— The wider political and economic environment within which
NatWest Group operates, including uncertainties relating
to the geopolitical outlook and the global pandemic.

The Group’s business and strategic plans, which are reviewed
and evaluated on an annual basis at minimum, provide
long-term direction. This includes multi-year forecasts
assessing NatWest Group’s expected financial position
throughout the planning period. Threats to the achievement
of those plans - including financial, operational, conduct and
financial crime risks — are identified and assessed through
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NatWest Group’s enterprise-wide risk management framework.
As part of this, Board-approved risk appetite is a key
consideration. Performance against risk appetite for each of
the principal risks is reported to the Board on a regular basis
together with assessments of emerging risks that could have an
impact within the planning horizon. NatWest Group’s principal
risks and uncertainties are set out on pages 72 to 75. Further
detail can be found in the Risk and capital management
section of the Annual Report and Accounts (pages 187-285).

The effects of COVID-19 and associated government responses
remained an important consideration particularly in relation to
the impacts on customers - including the end of government
support schemes and the likely trajectory of the overall
recovery. The impact of the pandemic and potential
aftershocks are subject to continuous monitoring with
additional focus in NatWest Group’s senior risk committees and
at Board level. In addition, other impacts, such as the effect of
sustained supply chain disruption for business and corporate
clients, were also a focus.

A series of internally-developed stress scenarios supports
NatWest Group’s planning processes. During 2021, a range of
future economic conditions of increasing severity was defined
in order to support internal modelling and assess NatWest
Group’s potential performance over the planning horizon.
These included a base case - or central — scenario using a set
of assumptions such as expected GDP growth of 1.7% over the
scenario period, an average Bank of England base rate of 0.8%
and a total change in the UK house price index of 12.1%. This
scenario also assumed a resilient labour market following the
end of the government furlough scheme and inflation peaking
in early 2022, followed by a gradual easing of pressures in the
medium term. While potential performance was also assessed
against a more positive, or upside scenario, NatWest Group’s
likely response to more adverse and challenging conditions
was assessed using a suite of downside scenarios ranging from
moderate to extreme. The assumptions used in these scenarios
included GDP contraction of -1.8% and -7.9%, base rate of
1.5% or -0.5%, and house price index falls of -3% and -26%.

Additional scenarios, assuming much more severe conditions

- ranging from a sharp economic downturn in the UK to
persistent COVID-19 impacts and a global recession — were
also used for internal modelling and planning purposes. These
included a range of challenges relating to NatWest Group’s
principal risks. Internal scenarios used for the ICAAP are
designed to be extreme but plausible and take account of
potential risk management actions and mitigation supported by
the enterprise-wide risk management framework. For example,
a range of financial crime scenarios was assessed using both
one-in-25-years and one-in-100-years stresses to analyse the
likely impacts of extreme events on the Group’s licence to
operate. These assessed the potential impacts of external
fraud, sanctions, money laundering, tax evasion or bribery

and corruption events on the Group. Similarly, such exercises
were carried out across credit risk, market risk, pension risk,
capital adequacy, liquidity and funding, operational risk and
conduct risk — in order to ensure NatWest Group remains
appropriately resilient even in extreme circumstances.

In addition, NatWest Group’s top and emerging risks are a
significant consideration in internal planning as well as in
assessing future capital and liquidity resilience under
adverse scenarios through the ICAAP and ILAAP.

Reverse stress testing is also used to assess scenarios and
circumstances that could make NatWest Group’s business
model unviable. These exercises begin with a definition of
business model failure — including capital adequacy thresholds
- and then analyse the events that could cause that failure.
NatWest Group uses a range of stress scenarios that include
systemic events, that may affect the entire financial system,
idiosyncratic events that would create adverse consequences
for only NatWest Group and a combination of these. During
2021, reverse stress testing considered the impact of sustained
income challenges and increased impairments in a recession.
Significant drops in UK GDP (-9%, -12, -15%) were factored in
together with high unemployment (16-17%), a collapse in asset
prices (commercial real estate values falling, for example, by
up to 50%) and a dramatic reduction in house prices (-34%,
-47% and -50%). In each of the extreme scenarios, NatWest
Group remained above the defined thresholds.

The results of the 2021 Bank of England solvency stress

test were also considered as part of the assessment.

The assumptions involved in this stress scenario included a
significant drop in UK GDP (37% of 2019 UK GDP) between
2020 and 2022, an unemployment spike just under 12% and
a 33% fall in residential and commercial property prices. The
scenario also included a 31% cumulative fall in world GDP.
NatWest Group remained considerably above the hurdle
rate before and after strategic management actions.

In considering NatWest Group’s prospects over the period of
the viability assessment, the Board’s assessment in this regard
is that NatWest Group is appropriately resilient and able to
withstand a combination of severe economic shocks without
breaching regulatory thresholds.

The assessment also considered the effects of an intensifying
competitive environment particularly in the context of the
disruption to underlying economic cycles due to COVID-19.
Throughout the year, consideration was given to the likelihood
of a catastrophic cyberattack within the time frame of the
assessment. While NatWest Group operates a multi-layered
system of defences, there is a possibility that a successful
cyberattack could have a severe effect on operations.
However, the evolving threat is continually monitored.
NatWest Group remains prepared and continues to invest

in this area to ensure that it remains robustly protected.

Planning also takes into account a range of correlated
risks in order to ensure that NatWest Group’s strategy
and forecasts remain appropriate for the evolving
environment. During 2021, there was further
management focus on the potential crystallisation of a
severe but plausible combination of both principal risks
and top and emerging risks. Such combinations could
amplify existing risks and adversely affect NatWest
Group’s profitability. The results of these exercises
were considered by the Executive Risk Committee
and form part of NatWest Group’s forward-looking
risk management activity.

While considering both near-term and medium-term
risks in its assessment — and given the increased
uncertainty over longer-term predictions — the Board
noted analysis performed as part of NatWest Group’s
participation in the Bank of England’s CBES test. While
this is a mandatory stress test, the activity supports
NatWest Group in understanding and preparing to
manage risks that could arise, both in terms of the
transition to net zero and the physical risks from
climate change. This included a Group-wide
operational risk scenario, assuming significant business
disruption due to an intense heatwave. Aspects of the
CBES scenarios were also used in the Group’s ICAAP
process and in internal stress tests, particularly in
relation to credit risk.

In drawing its conclusions, the Board also considered
the following:

— The Group’s strong capital position (CET1 ratio
of 18.2%-17.8% excluding IFRS 9 transitional relief).
The current capital position provides significant
headroom above both NatWest Group’s minimum
requirements and its MDA threshold requirements;

— Its ability to generate capital in recent years;

— Its proposed distribution strategy to shareholders;
and

- lts strong liquidity position (LCR of 172% at
31 December 2021 and liquidity headroom
of £89.9 billion).

Based on the factors above, the current financial
forecasts, the management of NatWest Group’s
principal risks, including mitigating actions, and the
strength of its capital and liquidity positions, NatWest
Group’s Board has a reasonable expectation that
NatWest Group will be able to continue in operation
and meet its liabilities over the three-year period of
the assessment.
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Non-financial information statement

Non-financial

information statement

This non-financial information statement provides an overview of topics and
related reporting references in our external reporting as required by sections
414CA and 414CB of the Companies Act 2006. We integrate non-financial
and Environmental, Social and Governance (ESG) information across the
Strategic report and wider reporting suite, thereby promoting cohesive
reporting of non-financial and ESG matters.

ESG reporting frameworks and guidance

We are actively monitoring developments including in relation
to metrics. In 2021, our focus included the Sustainability
Accounting Standards Board (SASB) standards, the Global
Reporting Initiative (GRI) standards, the Task Force on
Climate-related Financial Disclosures (TCFD) and the World
Economic Forum (WEF) International Business Council (IBC)
metrics. As signatories of the UN Principles for Responsible
Banking, we are committed to an ongoing process to align
our strategy with the 2015 Paris Agreement and the UN
Sustainable Development Goals (SDGs). Our climate
ambition strives to make a positive contribution.

Further information on non-financial and ESG
matters can be found within our reporting suite
— Climate-related Disclosures Report

— ESG Supplement

- nutwestgroup.com
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Assurance Approach

NatWest Group plc appointed Ernst & Young LLP (EY) to
provide independent assurance over certain sustainability
metrics, indicated with (*) in the NatWest Group’s 2021
Strategic Report, the 2021 Environmental, Social and
Governance (ESG) Supplement, and the 2021 Climate-related
Disclosures Report. The assurance engagement was planned
and performed in accordance with the International Standard
on Assurance Engagements (UK) 3000 (July 2020) Assurance
Engagements Other than Audits or Reviews of Historical
Financial Information (“ISAE (UK) 3000 (July 2020)”). An

assurance report was issued and is available at natwestgroup.

com. This report includes further details on the scope,
respective responsibilities, work performed, limitations
and conclusion.

Reporting

requirement

Page references
in this document

Relevant policy
available at
natwestgroup.com

Business model Our purpose framework - 12t0 13
Our strategy - 18to 19
Our strategy in action — 20 to 27
Our purpose-led areas of focus - 30to 31
How we create value — 34 to 37
Our business performance — 38to 50
Our Our stakeholders - 14 to 17
stakeholders Section 172(1) statement - 52t053
Stakeholder focus areas — 54 to 63
Environment Market environment - 32to 33 Environmental, social
Climate-related disclosures - 64to71 and ethical policies
Top and emerging risks - 75
Risk overview - 72t0 75
Risk factors — 406 to 426
Our colleagues Colleagues - 58to 61 Our code of conduct
Approving refreshed values - 53
Diversity and Inclusion - 59to 61
Governance Governance at a glance - 80to 81 Boardroom
Section 172(1) statement - 521053 Inclusion Policy
Boardroom Inclusion Policy - 114 to 115
Corporate governance - 102 to 113
Directors’ remuneration report — 136 to 142
Report of the directors — 184 to 186
Social matters Market environment - 32t0 33 Supplier Charter
Our strategy in action — 20 to 27
Stakeholder focus areas — 54 to 63
How we create value — 34 to 37
Respect for Human rights and Modern Slavery -39 Statement on Human
human rights Rights
Anti-bribery Risk overview - 72t0 75 Statement on Anti-
and corruption Risk and capital management - 188 to 285 Bribery and Corruption
(ABC) Mandatory learning for all colleagues - 73t0o74
Risk Risk overview - 73to 74 Environmental, social
management Top and emerging risks - 75 and ethical policies
Risk and capital management - 188 to 285
Risk factors — 406 to 426
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Governance at a glance

Governance
at a glance

Our Board

The Board has 11 directors comprising the Chairman, two executive directors and eight independent non-executive directors.
Biographies of the directors are available on pages 98 to 101 and at natwestgroup.com.

Chairman Executive directors Independent non- Company Secretary
~ Howard Davies — Alison Rose executive directors ~ Jan Cargill
(Group CEO) - Frank Dangeard
— Katie Murray — Patrick Flynn
(Group CFO) - Morten Friis

— Robert Gillespie

— Yasmin Jetha

— Mike Rogers

- Mark Seligman (Senior
Independent Director)

- Lena Wilson

Francesca Barnes, Graham Beale and lan Cormack are the three additional independent non-executive directors of NatWest
Holdings Limited and also attend NatWest Group plc Board meetings and relevant Board Committee meetings as observers.
Further information can be found in the Corporate governance report on pages 102-113.

Board governance framework

The Board is collectively responsible for promoting the long-term success of NatWest Group plc, driving both shareholder value and
contribution to society. To assist in providing effective oversight and leadership, the Board has established the following committees:

NatWest Group plc Board

Group Audit
Committee

Group Board
Risk Committee

Group Group
Nominations and § Performance and
Governance Remuneration
Committee Committee

Group Technology
Sustainable and Innovation
Banking Committee

Committee

see report-page 136

see report—-page 116 see report—-page 124 see report—-page 132 see report—-page 134

see report—-page 114

The Group CEO has established the Group Executive Committee to support her in discharging her responsibilities in
managing NatWest Group’s businesses day to day.

— Further information on our governance structure is available on pages 102 to 187.

- Information on how stakeholders have influenced Board discussions and decision-making during 2021 is available in
our section 172(1) statement on pages 52 to 53.

- Various corporate documents including our Articles of Association and terms of reference for the Board and Board
Committees are available at natwestgroup.com.
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Board composition
The charts below describe our Board’s composition by gender,

tenure, age, and skills and experience as at 31 December 2021.

Board composition by gender

Female executive directors: 2

Female non-executive
directors: 2

. Male Chairman +
non-executive directors: 7

(\

Board tenure

0-3 years: 2
3-6 years: 6

. 6-9 years: 3

N\

Board age range

45-55: 2
56-65: 5

@ 754

N\

Board skills and experience

Risk management

Broad Financial Services

Transformation

Financial Markets / Investment Banking
CEO / Senior Executive Management
Customer experience

Government / regulatory / public sector

Skills and experience

Retail / Commercial / Private Banking

Digital and Innovation
CFO / Accountant
_ Technology (infrastructure, cyber)

2 4 6 8 10 11
Number of directors

o

Board diversity and inclusion

The Board operates a Boardroom Inclusion Policy (available
at natwestgroup.com) which reflects the most recent industry
targets and is aligned to the NatWest Group Inclusion Policy
and Principles applying to the wider bank.

Throughout 2021 the Board met the recommendation of the
Parker Review with at least one member of the Board being
of Black, Asian or Minority Ethnic background and it intends
to continue to meet that recommendation (9% of the Board
at the end of 2021).

At the end of 2021 the Board exceeded the recommendation
of the FTSE Women Leaders Review (formerly the Hampton-
Alexander Review) of 33% female representation on the board,
with 36% of the Board being female.

Board skills and experience

The Board is structured to ensure that the directors provide
NatWest Group plc with the appropriate combination of skills,
experience and knowledge as well as independence.

The bar chart opposite is an extract from our Board skills
matrix, which is reviewed by the Group Nominations and
Governance Committee and approved by the Board annually.
The matrix reflects our directors’ self-assessment of the skills
and experience they bring to Board discussions, in line with
pre-determined criteria aligned to current and future
strategic priorities.

The 2021 external Board evaluation did not identify any
immediate or material gaps in Board skills and experience,
however it was acknowledged that the Board would benefit
from additional technology expertise. The Board and Group
Nominations and Governance Committee will continue to
keep Board skills and composition under review during 2022.

UK Corporate Governance Code

Throughout 2021, NatWest Group plc applied the principles
and complied with all of the provisions of the 2018 UK
Corporate Governance Code with the following exceptions:

- Provision 17 - that the Group Nominations and Governance
Committee should ensure plans are in place for orderly
succession to both the board and senior management
positions, and oversee the development of a diverse
pipeline for succession; and

— Provision 33 - that the Group Performance and
Remuneration Committee should have delegated
responsibility for setting remuneration for the Chairman
and executive directors.

The Board considers these are matters that should be reserved
for the Board.

Our full 2018 UK Corporate Governance Code compliance
statement is available on page 181.

to 187 and includes our Board Committee reports, the Directors’

@ Our full Corporate governance report is available on pages 102
remuneration report and the Report of the directors.

NatWest Group 2021 Annual Report and Accounts 81

1odau oibajoag

I
5
a
3
@,
=}
3
o
=
o
2

S0UDUIBA0L)

SJUBWSIDIS [DIOUDUI

UO[3DWLIOJUI [DUOIHIPPY


http://natwestgroup.com
http://natwestgroup.com

Katie Murray
Chief Financial Officer

We have delivered a strong operating
performance in 2021.

Group RoTE was 9.4%, benefiting from a £1.3 billion net
impairment release. We achieved our Group cost reduction
target of 4.0% and lending growth across our UK and RBSI
retail and commercial businesses was 2.6%, excluding UK
Government financial support schemes.

Our capital and liquidity position remains strong after
returning £3.8 billion to shareholders, and default levels
have remained low across all our portfolios. The CET1 ratio
was 18.2%, reducing to 15.9% on 1 January 2022 following
regulatory RWA and capital changes. We have made good
progress on our phased withdrawal from the Republic of
Ireland and will focus the financial commentary below on
the Group excluding Ulster Bank Rol (Go-forward group).

Total income, excluding notable items, in the Go-forward
group was 5.6% lower than prior year. Across the UK and
RBSI retail and commercial businesses income increased by
1.4% reflecting strong balance sheet growth, principally in our
mortgage book. NWM income was below expectations, down
by 61.5%, compared with 2020, reflecting continued weakness
in Fixed Income, impacted by subdued levels of customer
activity and ongoing reshaping of the business, and
exceptional levels of market activity in the prior year.

Bank NIM® of 2.39% was 7 basis points lower than 2020
impacted by reduced structural hedge income, yield curve
movements and lower unsecured balances.
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We delivered a cost reduction of £256 million, or 4.0%, in 2021,
in line with our target for the year. This has been achieved

by transformation across our customer journeys and NWM
business, in line with the strategic announcement made

in February 2020 and a £68 million reduction in the bank

levy charge.

A net impairment release of £1,278 million reflects the low
levels of realised losses we have seen across the year. Total
impairment provisions reduced by £2.4 billion to £3.8 billion
during 2021 and as a result ECL coverage ratio decreased
from 1.66% to 1.03%.

We are pleased to report a 2021 attributable profit of £2,950
million, with earnings per share of 25.4 pence and a RoTE
of 9.4%.

A final dividend of 7.5 pence per share is proposed, bringing
our total 2021 paid and proposed capital distributions to £3.8
billion through a combination of ordinary dividends, directed
buybacks of the UK Government stake and our on-market
buyback programme.

Across the UK and RBSI retail and commercial businesses,
and excluding UK Government support schemes, net lending
increased by 2.6%. Mortgage growth exceeded the market,
however commercial lending was behind market as we have
sought to reduce certain exposures, through targeted sector
reductions and capital actions, whilst continuing to focus on
supporting customers through sustainable lending.

Customer deposits in the Go-forward group increased by
£49.3 billion, or 12.0%, in 2021 including £9.4 billion related

to Treasury repo activity. Across the UK and RBSI retail and
commercial businesses customer deposits increased by 10.0%,
as customers continued to build and retain liquidity.

TNAV per share increased by 3 pence in the quarter to 272
pence largely reflecting the attributable profit partially offset
by movements in the cash flow hedging reserve.

Capital, funding and liquidity

The CET1 ratio remains strong at 18.2%, or 17.8% excluding
IFRS 9 transitional relief. The 30 basis points reduction in the
year includes capital distributions of c.240 basis points, partially
offset by the reduction in RWAs, ¢.170 basis points, and the
attributable profit net of IFRS 9 transitional relief and other
capital movements. RWAs of £157.0 billion reduced by £13.3
billion in 2021 mainly reflecting business movements in
Commercial Banking, including targeted sector reductions,
improvement in risk parameters and active capital management.

On 1 January 2022, the proforma CET1 ratio was 15.9%
including the impact of regulatory RWA inflation, 200 basis
points, the removal of the software development costs capital
benefit, 20 basis points, and the tapering of IFRS 9 transitional
relief, 10 basis points. RWAs increased by £18.8 billion,
including £14.8 billion associated with mortgage risk

weight changes.

The liquidity coverage ratio (LCR) of 172%, representing £89.9
billion headroom above 100% minimum requirement, increased
by 7 percentage points compared with 2020. Total wholesale
funding increased by £6.0 billion in the year to £76.7 billion.

(1) Excludes NatWest Markets, liquid asset buffer and Ulster Bank Rol.

Year ended
2021 20200 Variance
£m £m £m

Continuing operations
Go-forward group income®? 10,284 10,286 (2)
Total income 10,512 10,508 4
Operating expenses (7,758) (7,858) (100)
Profit before impairment releases/(losses) 2,754 2,650 104
Operating profit/(loss) before tax 4,032 (481) 4,513
Profit/(loss) attributable to ordinary shareholders 2,950 (753) 3,703
Excluding notable items within total income®
Go-forward group income excluding notable items 23 10,074 10,670 (596)
Total income excluding notable items® 10,267 10,892 (625)
Operating expenses (7,758) (7,858) 100
Profit before impairment releases/(losses) excluding notable items 2,509 3,034 (525)
Operating profit/(loss) before tax excluding notable items 3,787 (97) 3,884
UK and RBSI retail and commercial businesses income excluding notable items® 9,620 9,486 134
Performance key metrics and ratios
Bank net interest margin®®* 2.39% 2.46% (0.07%)
Bank average interest earning assets?®? £314bn £301bn £13bn
Cost:income ratio® 73.4% 74.4% (1.1%)
Loan impairment rate® (35bps) 85bps (120bps)
Total earnings per share attributable to ordinary shareholders - basic 25.4p (6.2p) 31.6p
Go-forward group return on tangible equity® 10.0% (1.3%) 11.3%
Return on tangible equity® 9.4% (2.4%) 11.8%

Balance sheet
Go-forward group customer deposits®??

£461.4bn £412.1bn £49.3bn

UK and RBSI retail and commercial net lending excluding UK Government support schemes® £305.7bn £297.9bn £7.8bn

Capital, liquidity and funding

Common Equity Tier (CET1) ratio®

Risk-weighted assets (RWAs)

Liquidity coverage ratio (LCR)

Total wholesale funding®

Tangible net asset value (TNAV) per ordinary share®

18.2% 18.5% (0.3%)
£157.0bn  £170.3bn  (£13.3bn)
172% 165% 7%
£77bn £71bn £6bn
272p 261p 11p

(1) Comparative results have been re-presented from those previously published to reclassify certain operations as discontinued operations as described in Note 8 to the consolidated

financial statements.
Go-forward group excludes Ulster Bank Rol and discontinued operations.

)
)
(4) Refer to page 84 for details of notable items within total income.
) NatWest Group excluding NatWest Markets, Ulster Bank Rol and liquid asset buffer.
)

(31 December 2020 - 17.5%.)

Continuing operations

Refer to the Non-IFRS financial measures section for details of the basis of preparation and reconciliation of non-IFRS financial measures.

Based on CRR end-point including the IFRS 9 transitional adjustment of £0.6 billion (31 December 2020 - £1.7 billion). Excluding this adjustment, the CET1 ratio would be 17.8%

Two legally binding agreements for the sale of the UBIDAC business were announced in 2021 as part of the phased withdrawal from the Republic
of Ireland: the sale of commercial lending to Allied Irish Banks p.l.c. (AIB) and the performing non-tracker mortgages, performing micro-SME
loans, UBIDAC'’s asset finance business and 25 of its branch locations to Permanent TSB p.l.c (PTSB).

The business activities relating to these sales that meet the requirements of IFRS 5 are presented as a discontinued operation and as a disposal

group on 31 December 2021.

The Financial review presents the results of the Group’s continuing operations. For further details refer to Note 8 Discontinued operations and
assets and liabilities of disposal groups in the Notes to the consolidated financial statements.
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Financial review continued

Financial summary

2021 2020 (1) Variance

Income - Continuing operations £m £m £m %
Interest receivable (2) 9,313 9,798 (485) (4.9)
Interest payable (2) (1,699) (2,322) 623 (26.8)
Net interest income 7,614 7,476 138 1.8
Net fees and commissions 2,124 2,000 124 6.2
Income from trading activities 323 1,125 (802) (71.3)
Other non-interest income 451 (93) 544 nm
Non-interest income 2,898 3,032 (134) (4.4)
Total income 10,512 10,508 4 nm
Go-forward group income excluding notable items @) 10,074 10,670 (596) (5.6)
Total income excluding notable items @) 10,267 10,892 (625) (5.7)
Notable items within total income @
Retail Banking

Retail Banking debt sale gain — 8

Metro Bank mortgage portfolio acquisition loss — (58)
Private Banking

Consideration on the sale of the Adam & Company investment

management business 54 —

Commercial Banking

Commercial Banking fair value and disposal loss (22) (37)

Commercial Banking tax variable lease repricing 32 —
NatWest Markets

NatWest Markets asset disposals/strategic risk reduction ¢ (64) (83)

Own credit adjustments (OCA) 6 (24)
Central items & other

Share of associate profit/(loss) for Business Growth Fund 219 (22)

Liquidity Asset Bond sale gains 120 113

Loss on redemption of own debt (138) (324)

IFRS volatility in Central items & other ® 47 83

Property strategy update (44) —

FX recycling loss in Central items & other — (40)
Ulster Bank Rol

Ulster Bank Rol gain arising from the restructuring of structural hedges 35 —
Total 245 (384)

(1) Comparative results have been re-presented from those previously published to reclassify certain operations as discontinued operations as described in Note 8 to the consolidated

financial statements.

(2) Interest receivable and interest payable on trading assets and liabilities are included in income from trading activities.
(3) Refer to the Non-IFRS financial measures section for details of the basis of preparation and reconciliation of Non-IFRS financial and performance measures

(4) Asset disposals/strategic risk reduction in 2020 relates to the cost of exiting positions and the impact of risk reduction transactions entered into, in respect of the strategic

announcement on 14 February 2020.

(5) IFRS volatility relates to loans which are economically hedged but for which hedge accounting is not permitted under IFRS.

2021 compared with 2020

— Total income, excluding notable items, in the Go-forward
group® was £596 million, or 5.6% lower than prior year.
Across the UK and RBSI retail and commercial businesses
income increased by 1.4% reflecting strong balance sheet
growth, principally in our mortgage book. NWM income was
below expectations, down £757 million, or 61.5% compared
with 2020, reflecting continued weakness in Fixed Income,
impacted by subdued levels of customer activity and
ongoing reshaping of the business, and exceptional levels of
market activity in the prior year.

(1) Go-forward group excludes Ulster Bank Rol.
(2) NatWest Group excluding NatWest Markets, liquid asset buffer and Ulster Bank Rol.
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Bank NIM® of 2.39% was 7 basis points lower than 2020
impacted by reduced structural hedge income, yield curve
movements and lower unsecured balances.
Structural hedges of £190 billion generated £1.3 billion of
incremental net interest income for the year, compared
with £1.1 billion of incremental net interest income on a
balance of £159 billion in 2020.

Financial review continued

Financial summary continued

2021 2020 (1) Variance

Operating expenses - Continuing operations £m £m £m %
Staff expenses 3,265 3,416 (151) (4.4)
Premises and equipment 1,030 989 41 4.1
Other administrative expenses 1,427 1,535 (108) (7.0)
Strategic costs 787 1,013 (226) (22.3)
Litigation and conduct costs 466 113 353 nm
Depreciation and amortisation 783 792 (9) (1.1)
Operating expenses 7,758 7,858 (100) (1.3)
Excluding:
Litigation and conduct costs 466 113 353 nm
Strategic costs 787 1,013 (226) (22.3)
Operating lease depreciation 140 145 (5) (3.4)
Ulster Bank Rol direct costs 273 239 34 14.2

6,092 6,348 (256) (4.0)
(1)  Comparative results have been re-presented from those previously published to reclassify certain operations as discontinued operations as described in Note 8 to the consolidated

financial statements.

2021 compared with 2020

— Operating expenses excluding litigation and conduct costs,
strategic costs, operating lease depreciation and Ulster
Bank Rol direct costs decreased by £256 million, or 4.0%, in
line with our target for the year. This has been achieved by
transformation across our customer journeys and NWM
business, in line with the strategic announcement made in
February 2020 and a £68 million reduction in the UK bank
levy charge.

Strategic costs of £787 million included £237 million in NWM
related to transformation, £124 million of redundancy
charges, £88 million of technology spend and an £85 million
goodwill impairment.

Litigation and conduct costs of £466 million represent the
net impact of a number of remediation and litigation
matters concluding. This amount includes penalties
associated with the resolution of FCA’s investigation into
potential breaches of the UK Money Laundering Regulations
2007. Refer to Note 27 for additional information on other
litigation and regulatory matters.

2021 2020 Variance

Impairments - Continuing operations (1) £m £m £m

Loans - amortised cost and FVOCI 369,827 372,399 (2,572) (0.7%)
ECL provisions 3,806 6,186 (2,380) (38.5%)
ECL provisions coverage ratio (%) 1.03 1.66 (0.6) (38.0%)
Impairment (releases)/losses

ECL (release)/charge (2) (1,278) 3,131 (4,409) (140.8%)
Amounts written off 876 937 (61) (6.5%)

(1) Comeparative results have been re-presented from those previously published to reclassify certain operations as discontinued operations as described in Note 8 to the consolidated

financial statements.

(2) The table above summarises loans and related credit impairment measured on an IFRS 9 basis. Refer to Credit Risk — Banking activities in the Risk and capital management section

for further details.

2021 compared with 2020

— A net impairment release of £1,278 million reflects the low levels of realised losses we have seen across the year. Total
impairment provisions reduced by £2.4 billion to £3.8 billion during 2021 and as a result ECL coverage ratio decreased from
1.66% to 1.03%. Whilst we are comfortable with the strong credit performance of our book, we continue to hold economic
uncertainty post model adjustments (PMA) of £0.6 billion, or 15.3% of total impairment provisions. We will continue to assess

this position throughout the year.

2021 2020 (1)
Tax - Continuing operations £m £m
Tax charge (996) (74)
UK corporation tax rate 19.0% 19.0%
Effective tax rate 24.7% (23.7%)
(1)  Comparative results have been re-presented from those previously published to reclassify certain operations as discontinued operations as described in Note 8 to the consolidated

financial statements.

2021 compared with 2020

A tax charge of £996 million for the year ended 31 December 2021 arises rather than the expected tax charge of £766 million
based on the UK corporation tax rate of 19%. The higher tax charge reflects the UK banking surcharge, and other non-
deductible items such as UK bank levy. These factors have been partially offset by the impact on the group's UK net deferred
tax asset of the increased tax rate from 1 April 2023, enacted on 10 June 2021. Further details can be found in Note 7 to the

consolidated financial statements.
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Financial review continued

Summary consolidated balance sheet as at 31 December 2021

2021 2020 Variance
£m £m £m

Assets

Cash and balances at central banks 177,757 124,489 53,268 43%
Trading assets 59,158 68,990 (9,832) (14%)
Derivatives 106,139 166,523 (60,384) (36%)
Settlement balances 2,141 2,297 (156) (7%)
Loans to banks - amortised cost 7,682 6,955 727 10%
Loans to customers - amortised cost 358,990 360,544 (1,554) (0%)
Other financial assets 46,145 55,148 (9,003) (16%)
Other assets (including intangible assets) 14,965 14,545 420 3%
Assets of disposal groups 9,015 — 9,015 nm
Total assets 781,992 799,491 (17,499) (2%)
Liabilities

Bank deposits 26,279 20,606 5,673 28%
Customer deposits 479,810 431,739 48,071 11%
Settlement balances 2,068 5,545 (3,477) (63%)
Trading liabilities 64,598 72,256 (7,658) (11%)
Derivatives 100,835 160,705 (59,870) (37%)
Other financial liabilities 49,326 45,811 3,515 8%
Subordinated liabilities 8,429 9,962 (1,533) (15%)
Notes in circulation 3,047 2,655 392 15%
Other liabilities 5,797 6,388 (591) (9%)
Total liabilities 740,189 755,667 (15,478) (2%)
Total equity 41,803 43,824 (2,021) (5%)
Total liabilities and equity 781,992 799,491 (17,499) (2%)
Tangible net asset value per ordinary share (pence) (1) 272p 261p 11p 4%

1)
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Tangible net asset value per ordinary share represents tangible equity divided by the number of ordinary shares.

Total assets of £782.0 billion as at 31 December 2021
decreased by £17.5 billion, 2%, compared with 31
December 2020. This was primarily driven by decreases in
derivatives, trading assets and other financial assets
partially offset by cash and balances at central banks.
Cash and balances at central banks increased by £53.3
billion, 43%, to £177.8 billion mainly as a result of a net
customer funding surplus driven by significant deposit
inflows flow in addition to £15.6 billion liquidity and debt
portfolio optimisation activity.

Trading assets decreased by £9.8 billion, 14%, to £59.2
billion mainly driven by reductions in cash collateral and
debt securities. Trading liabilities decreased by £7.7 billion,
11%, to £64.6 billion due to reduction in cash collateral.
Derivative assets decreased £60.4 billion, 36%, to £106.1
billion, and liabilities, decreased by £59.9 billion, 37%, to
£100.8 billion. These movements were driven by a decrease
in underlying volumes due to matured trades and buyouts
exceeding new trades and lower mark-to-market
valuations due to higher interest rates for major currencies
in the year.

Loans to customers - amortised cost, decreased by £1.6
billion, to £359.0 billion including £11.3 billion decrease in
Ulster Bank ROI predominantly due to a reclassification of
banking portfolio loans to assets of disposal groups,
partially offset by an £9.9 billion increase in Retail Banking
driven by strong gross mortgage lending.

Other financial assets, which includes debt securities,
equity shares and other loans, decreased by £9.0 billion,
16%, to £46.1 billion, primarily due to reductions in debt
securities.
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Customer deposits increased by £48 billion, 11%, to £479.8
billion including increases of £17.1 billion in Retail Banking,
£10 billion in Commercial Banking and £7.0 billion in Private
Banking as customers retained liquidity in light of the
COVID-19 economic uncertainty. Treasury reflected a £9.4
billion increase in customer facing repos due to prevailing
market conditions.

Other financial liabilities, which includes customer deposits
at fair value through profit and loss and debt securities in
issue, increased by £3.5 billion, 8%, to £49.3 billion.
Subordinated liabilities have decreased by £1.5 billion, 15%,
to £8.4 billion due to redemptions partially offset by new
issuances.

Other liabilities decreased by £0.6 billion, 9%, to £5.8 billion
mainly due to lower lease liabilities in the year.

Owners’ equity decreased by £2.0 billion, 5%, to £41.8
billion, driven by share repurchase, ordinary and paid-in-
equity dividends paid, partially offset by the attributable
profit for the year.

Financial review continued

Segmental summary income statements

Continuing operations

Go-forward group

Total
Central excluding Total
Retail Private Commercial RBS NatWest items Ulster Ulster NatWest
Banking Banking Banking International Markets & other Bank Rol Bank Rol Group
2021 £m £m £m £m £m £m £m £m £m
Net interest income 4,074 480 2,582 383 9 (14) 7,514 100 7,614
Non-interest income 371 336 1,293 165 406 199 2,770 128 2,898
Total income 4,445 816 3,875 548 415 185 10,284 228 10,512
Other expenses (2,250) (504) (2,153) (228) (907) (42) (6,084) (421)  (6,505)
Strategic costs (187) (19) (93) (11) (254) (201) (765) (22) (787)
Litigation and conduct costs (76) 3 (108) (3) — (243) (427) (39) (466)
Operating expenses (2,513) (520) (2,354) (242) (1,161) (486) (7,276) (482) (7,758)
Impairment releases 36 54 1,073 52 35 — 1,250 28 1,278
Operating profit/(loss) 1,968 350 2,594 358 (711) (301) 4,258 (226) 4,032
Total income excluding
notable items 4,445 762 3,865 548 473 (19) 10,074 193 10,267
Return on tangible equity (1) na na na na na na 10.0% na 9.4%
Return on equity (2) 26.1% 17.0% 22.0% 22.5% (13.1%) nm nm nm na
Cost:income ratio (1) 56.5% 63.7% 59.3% 44.2% 279.8% nm 70.3% nm 73.4%
Customer deposits (Ebn) 188.9 39.3 177.7 37.5 2.3 15.7 461.4 18.4 479.8
Average interest
earning assets (£bn) 196.0 27.2 168.1 37.8 32.7 nm nm 15.9 524.9
Net interest margin (1) 2.08% 1.76% 1.54% 1.01% nm nm nm nm nm
Third party customer
asset rate (3) 2.66% 2.36% 2.71% 2.26% nm nm nm nm nm
Third party customer
funding rate (3) (0.06%) — (0.01%) 0.08% nm nm nm 0.02% nm
2020 (4)
Continuing operations
Net interest income 3,868 489 2,740 371 (57) (57) 7,354 122 7,476
Non-interest income 313 274 1,218 126 1,180 (179) 2,932 100 3,032
Total income 4,181 763 3,958 497 1,123 (236) 10,286 222 10,508
Other expenses (2,295) (466) (2,261) (244) (1,038) (19)  (6,323) (409) (6,732)
Strategic costs (226) (15) (179) (49) (267) (252) (988) (25) (1,013)
Litigation and conduct costs (19) 26 10 2 (5) (120) (106) (7) (113)
Operating expenses (2,540) (455) (2,430) (291) (1,310) (391) (7,417) (441) (7,858)
Impairment losses (792) (100) (1,927) (107) (40) (26)  (2,992) (139) (3,131)
Operating profit/(loss) 849 208 (399) 99 (227) (653) (123) (358) (481)
Total income excluding
notable items 4,231 763 3,995 497 1,230 (46) 10,670 222 10,892
Return on tangible equity (1) na na na na na na (1.3%) na (2.4%)
Return on equity (2) 10.2% 10.3% (4.5%) 6.1% (3.8%) nm nm nm na
Cost:income ratio (1) 60.8% 59.6% 59.9% 58.6% 116.7% nm 71.7% nm 74.4%
Customer deposits (Ebn) 171.8 324 167.7 313 2.6 6.3 412.1 19.6 431.7
Average interest
earning assets (£bn) 181.4 23.8 163.1 31.7 37.9 nm nm 16.6 483.7
Net interest margin (1) 2.13% 2.05% 1.68% 1.17% nm nm nm nm nm
Third party customer
asset rate (3) 2.89% 2.53% 2.86% 2.51% nm nm nm nm nm
Third party customer
funding rate (3) (0.19%)  (0.11%) (0.08%) (0.01%) nm nm nm (0.04%) nm

nm = not meaningful
(1) Refer to the Non-IFRS financial measures section for details of the basis of preparation.

(2) NatWest Group’s CET1 target is approximately 14% but for the purposes of computing segmental return on equity (ROE), to better reflect the differential drivers of capital usage,
segmental operating profit adjusted for preference share dividends and tax is divided by average notional equity allocated at different rates of 14.5% (Retail Banking), 15.5% (Ulster
Bank Rol), 11.5% (Commercial Banking), 12.5% (Private Banking), 16% (RBS International) and 15% for all other segments, of the period average of segmental risk-weighted assets
equivalents (RWAe) incorporating the effect of capital deductions. NatWest Group return on equity is calculated using profit attributable to ordinary shareholders. Refer to the Non-

IFRS financial measures section for details of the basis of preparation.

(3) Third party customer asset rate is calculated as annualised interest receivable on third-party loans to customers as a percentage of third-party loans to customers. This excludes
assets of disposal groups, intragroup items, loans to banks and liquid asset portfolios. Third party customer funding rate reflects interest payable or receivable on third-party
customer deposits, including interest bearing and non-interest bearing customer deposits. Intragroup items, bank deposits, debt securities in issue and subordinated liabilities are
excluded from the customer funding rate calculation. Net interest margin is calculated as net interest income as a percentage of the average interest-earning assets, excluding

assets of disposal groups and without these remaining exclusions.

(4) Comparative results have been re-presented from those previously published to reclassify certain operations as discontinued operations as described in Note 8 to the consolidated

financial statements.
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Financial review continued

Segment performance
Retail Banking

2021 2020 Variance
Income statement £m £m £m %
Net interest income 4,074 3,868 206 5
Non-interest income 371 313 58 19
Total income 4,445 4,181 264 6
Other expenses (2,250) (2,295) 45 (2)
Strategic costs (187) (226) 39 (17)
Litigation and conduct costs (76) (19) (57) 300
Operating expenses (2,513) (2,540) 27 (1)
Impairment releases/(losses) 36 (792) 828 (105)
Operating profit 1,968 849 1,119 132
Performance ratios
Return on equity (1) 26.1% 10.2% 15.9%
Net interest margin 2.08% 2.13% (0.05%)
Cost:income ratio 56.5% 60.8% (4.3%)
Loan impairment rate (2bps) 45bps (47bps)
(1) Return on equity is based on segmental operating profit after tax adjusted for preference dividends divided by average notional equity based on 14.5% of the period average of
segmental risk-weighted assets incorporating the effect of capital deductions (RWAes), assuming a 28% tax rate.
2021 2020 Variance

Capital and balance sheet £bn £bn £m %
Loans to customers (amortised cost)

- personal advances 71 7.3 (0.2) (3)

- mortgages 172.8 163.0 9.8 6

- cards 3.8 3.8 — —
Total loans to customers (amortised cost) 183.7 174.1 9.6 6
Loan impairment provisions (1.5) (1.8) 0.3 (17)
Net loans to customers (amortised cost) 182.2 172.3 9.9 6
Total assets 210.0 197.6 12.4 6
Customer deposits 188.9 171.8 171 10
Risk-weighted assets 36.7 36.7 — —

2021 compared with 2020

— In 2021, Retail Banking continued to grow net lending with
an measured approach to risk, delivering a return on equity
of 26.1% and operating profit of £1,968 million. Lending

Strategic costs of £117 million in Q4 2021 include an £85
million impairment of goodwill, reflecting a legacy business
in accelerated run down within Retail Banking.

Financial review continued

Segment performance continued
Private Banking

2021 2020 Variance

Income statement £m £m £m %
Net interest income 480 489 9) (2)
Non-interest income 336 274 62 23
Total income 816 763 53 7
Other expenses (504) (466) (38) 8
Strategic costs (19) (15) (4) 27
Litigation and conduct costs 3 26 (23) (88)
Operating expenses (520) (455) (65) 14
Impairment releases/(losses) 54 (100) 154 (154)
Operating profit 350 208 142 68
Performance ratios

Return on equity (1) 17.0% 10.3% 6.7%

Net interest margin 1.76% 2.05% (0.29%)
Cost:income ratio 63.7% 59.6% 4.1%

Loan impairment rate (29bps) 58bps (87bps)

(1) Return on equity is based on segmental operating profit after tax adjusted for preference dividends divided by average notional equity based on 12.5% of the period average of
segmental risk-weighted assets incorporating the effect of capital deductions (RWAes), assuming a 28% tax rate.

2021 2020 Variance

Capital and balance sheet £bn £bn £m %
Loans to customers (amortised cost)

- personal 2.3 2.2 0.1 5

- mortgages 11.8 10.7 11 10

- other 4.4 4.2 0.2 5
Total loans to customers (amortised cost) 18.5 17.1 1.4 8
Loan impairment provisions (0.1) (0.1) — —
Net loans to customers (amortised cost) 18.4 17.0 1.4 8
Total assets 29.9 26.2 3.7 14
Assets under management (AUMs) (2) 30.2 27.0 3.2 12
Assets under administration (AUAs) (2) 5.4 5.1 0.3 6
Assets under management and administration (AUMA) (2) 35.6 321 35 11
Customer deposits 39.3 324 6.9 21
Loan:deposit ratio 47% 52% (5%) (10)
Risk-weighted assets 113 10.9 0.4 4

(2) The definition of AUMs/AUAs has been updated to provide clarity on assets where the investment management is undertaken by Private Banking. AUMs now comprises assets

88

growth was supported by a strong performance in
mortgages and a return to unsecured lending growth in the
second half of 2021.

Retail Banking completed £1.1 billion of Climate and
Sustainable Funding and Financing in 2021, which will
contribute towards the new NatWest Group target of £100
billion of Climate and Sustainable Funding and Financing
between 1 July 2021 and the end of 2025.

Total income was £264 million, or 6.3%, higher than 2020
reflecting mortgage balance and margin improvement,
higher transactional-related fee income and non-repeat of
loss on acquisition, partially offset by the impact of the
lower interest rate environment on deposit returns, lower
average unsecured balances and the annualised impact of
regulatory changes on fee income.

Net interest margin was 5 basis points lower than 2020
reflecting lower deposit returns and lower average
unsecured balances, partly offset by higher mortgage
margins.

Other expenses decreased by £45 million, or 2.0%,
compared with 2020 primarily reflecting an 8.8% reduction
in headcount as a result of continued customer digital
adoption, automation and improvement of end-to-end
customer journeys, including digitalising the customer
account opening processes, leading to an increase in
straight through processing within journeys from 45% in
December 2020 to 70% in December 2021.
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An impairment release of £36 million primarily reflects ECL
provision releases in the non-defaulted portfolio.

Net loans to customers increased by £9.9 billion, or 5.7%,
compared with 2020 as a result of strong gross new
mortgage lending and improved retention. Gross new
mortgage lending was £36.0 billion with flow share of
11.5%, supporting mortgage balance growth of £9.8 billion
or 6.0%, representing a stock share of 11.0%. Cards were
stable however, we have seen improved customer spend
and demand in the second half of 2021. Personal advances
reduced by £0.2 billion as customers made higher overdraft
repayments in H1 2021, reflecting the impact of UK
Government restrictions partly offset by growth in H2 2021
as customer demand for personal loans increased as the
UK economy recovered.

Customer deposits increased by £17.1 billion, or 10.0%,
compared with 2020 as UK Government schemes combined
with Covid related restrictions resulted in lower customer
spend and increased savings in H1 2021.

RWAs were broadly stable compared with 2020 primarily
reflecting lending growth, offset by continued quality
improvements.

where the investment management is undertaken by Private Banking irrespective of the franchise the customer belongs to. AUAs now comprises third party assets held on an

execution-only basis in custody. Total AUMA remain as before.

2021 compared with 2020

In 2021, Private Banking delivered strong growth across
AUMA, lending and deposits which has supported a 2021
return on equity of 17.0% and operating profit of £350
million. Digital net new money across NatWest Invest, Royal
Bank Invest and Coutts Invest of £0.8 billion in 2021 is more
than double 2020. Approximately 2,114 new customers
were onboarded into Private Banking, an increase of
around 29% compared to 2020.

NatWest Group completed the sale of Adam & Company’s
investment management business on 1 October 2021 for a
total consideration of £54 million, which has been recorded
as a notable item in the Q4 2021 results.

Total income was £53 million, or 6.9%, higher than 2020
reflecting a £54 million consideration from the sale of the
Adam & Company investment management business in Q4
2021 and strong balance growth partially offset by lower
deposit returns in a lower interest rate environment.

Net interest margin decreased by 29 basis points reflecting
lower deposit returns and higher liquidity portfolio costs.
Other expenses were £38 million, or 7.9%, higher than 2020
principally due to investment in digital infrastructure and an
increase in headcount related to the enhancement of AUMA
growth propositions.

A net impairment release of £54 million in 2021 mainly
reflects ECL provision releases in non-default portfolios.
Net loans to customers increased by £1.4 billion, or 8.2%,
compared with 2020 driven by continued strong mortgage
lending growth of £1.1 billion or 10.3%, including gross new
lending of £3.3 billion. RWAs increased by £0.4 billion, or
3.7%.

Customer deposits increased by £6.9 billion, or 21.3%,
compared with 2020 reflecting strong personal and
commercial inflows as UK Government restrictions resulted
in clients continuing to build and retain liquidity.

AUMAs increased by £3.5 billion, or 10.9%, driven by an
increase in AUM net new money (NNM) of £3.0 billion and
AUM positive investment performance of £2.1 billion,
partially offset by the £1.8 billion impact of the sale of Adam
& Company’s investment management business and £0.2
billion EEA resident client outflows following the UK’s exit
from the EU. AUM NNM of £3.0 billion represents 9.3% of
opening AUMAs, which is double NNM in 2020.
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Financial review continued

Segment performance continued
Commercial Banking

2021 2020 Variance

Income statement £m £m £m %
Net interest income 2,582 2,740 (158) (6)
Non-interest income 1,293 1,218 75 6
Total income 3,875 3,958 (83) (2)
Other expenses (excluding operating lease depreciation) (2,013) (2,116) 103 (5)
Strategic costs (93) (179) 86 (48)
Litigation and conduct costs (108) 10 (118) (1,180)
Operating expenses (2,354) (2,430) 76 (3)
Impairment releases/(losses) 1,073 (1,927) 3,000 (156)
Operating profit/(loss) 2,594 (399) 2,993 (750)
Performance ratios

Return on equity (1) 22.0% (4.5%) 26.5%

Net interest margin 1.54% 1.68% (0.14%)
Cost:income ratio 59.3% 59.9% (0.6%)

Loan impairment rate (104bps) 173bps (277bps)

1)

Return on equity is based on segmental operating profit after tax adjusted for preference dividends divided by average notional equity based on 11.5% of the period average of
segmental risk-weighted assets incorporating the effect of capital deductions (RWAes), assuming a 28% tax rate.

2021 2020 Variance
Capital and balance sheet £bn £bn £m %
Loans to customers (amortised cost)
- business banking 14.3 13.5 0.8 6
- SME & mid corporates 34.6 324 2.2 7
- specialised business 15.5 14.8 0.7 5
- large corporates & institutions (1) 18.8 21.4 (2.6) (12)
- real estate (2) 18.6 215 (2.9) (13)
- commercial - EU divestment (3) — 5.9 (5.9) (100)
- other (4) 0.9 1.6 (0.7) (44)
Total loans to customers (amortised cost) 102.7 1111 (8.4) (8)
Loan impairment provisions (1.5) (2.9) 1.4 (48)
Net loans to customers (amortised cost) 101.2 108.2 (7.0) (6)
Total assets 184.6 187.4 (2.8) (1)
Customer deposits 177.7 167.7 10.0 6
Loan:deposit ratio 57% 65% (8%) (12)
Risk-weighted assets 66.4 75.1 (8.7) (12)

(1)
()
@)

(4)

Segment reporting for income, impairments and loans to customers for large corporates & institutions (LC&I) includes the Western European business segment.

Real estate includes commercial real estate and housing associations.

EU Divestment balances from Q2 2021 integrated within business banking (Q3 2020 - £0.9 billion, Q4 2020 - £1.1 billion) and SME & mid corporates (Q3 2020 - £5.0 billion, Q4 2020

- £4.8 billion), as the Incentivised Switching Scheme (ISS) closed at the end of June 2021.

Other includes shipping and project finance.

2021 compared with 2020
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Commercial Banking delivered a resilient performance with
a return on equity of 22.0% and operating profit of £2,594
million including a £1,073 million impairment release as the
UK economy continued to recover. Returns have improved
through active capital management, pricing discipline, and
a targeted sector strategy linked to our purpose.

Growth in Tyl, our innovative merchant acquiring platform
saw over £1.5 billion of transactions in 2021, three times
2020 levels, as transaction activity recovered and
customers favoured digital payment solutions and reduced
their reliance on cash and branch.

Commercial Banking completed £5.2 billion of Climate and
Sustainable Funding and Financing in 2021, including £2.7
billion in H2 2021 which will contribute towards the new
NatWest Group target of £100 billion between 1 July 2021
and the end of 2025.

Total income was £83 million, or 2.1%, lower than 2020 due
to reduced deposit returns in a low interest rate
environment and lower lending volumes, partially offset by
a recovery in transactional banking fee income in H2 2021
driven by the UK economy.

Net interest margin decreased by 14 basis points in 2021
reflecting lower deposit returns.

Other expenses, excluding OLD, decreased by £103 million,
or 4.8%, compared with 2020 reflecting cost efficiencies and
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simplifying our operating model enabling better service to
our customers including building momentum in our digital
service, whilst reducing our headcount by 9.8%.
Impairment release of £1,073 million primarily reflects ECL
provision releases related to the improved economic outlook
with Stage 3 defaults remaining at low levels.

Net loans to customers decreased by £7.0 billion, or 6.4%,
compared with 2020 primarily reflecting and targeted
sector reductions including real estate, retail and leisure
and active capital management of £1.0 billion. Customer
liquidity resulted in net revolving credit facility (RCF)
repayments of £1.7 billion driven by large corporates &
institutions and real estate as well as UK Government
financial support scheme repayments of £1.3 billion. RCF
utilisation was approximately 19% of committed facilities in
2021, significantly below pre-COVID-19 levels of
approximately 27%. These items were partially offset by
£1.4 billion lower loan provisions and growth in specialist
businesses of £0.7 billion.

Customer deposits increased by £10.0 billion, or 6.0%,
compared with 2020 reflecting customer behaviour to build
and retain liquidity.

RWAs decreased by £8.7 billion, or 11.6%, compared with
2020 mainly reflecting business movements including
targeted sector reductions in real estate and retail,
improvement in risk parameters and active capital
management of £1.5 billion.

Financial review continued

Segment performance continued
RBS International

2021 2020 Variance

Income statement £m £m £m %
Net interest income 383 371 12 3
Non-interest income 165 126 39 31
Total income 548 497 51 10
Other expenses (228) (244) 16 (7)
Strategic costs (11) (49) 38 (78)
Litigation and conduct costs (3) 2 (5) (250)
Operating expenses (242) (291) 49 (17)
Impairment releases/(losses) 52 (107) 159 (149)
Operating profit 358 99 259 262
Performance ratios

Return on equity (1) 22.5% 6.1% 16.4%

Net interest margin 1.01% 1.17% (0.16%)
Cost:income ratio 44.2% 58.6% (14.4%)

Loan impairment rate (33bps) 80bps (113bps)

(1) Return on equity is based on segmental operating profit after tax adjusted for preference dividends divided by average notional equity based on 16% of the period average of
segmental risk-weighted assets incorporating the effect of capital deductions (RWAes), assuming a 17.5% (14% prior to Q1 2021) tax rate.
2021 2020 Variance

Capital and balance sheet Ebn £bn £m %
Loans to customers (amortised cost)

- corporate 12.7 10.4 23 22

- mortgages 24 2.5 (0.1) (4)

- other 0.5 0.5 — —
Total loans to customers (amortised cost) 15.6 13.4 2.2 16
Loan impairment provisions (0.1) (0.1) — —
Net loans to customers (amortised cost) 15.5 13.3 2.2 17
Total assets 40.6 34.0 6.6 19
Customer deposits 375 31.3 6.2 20
Risk-weighted assets 7.5 7.5 — —
Depositary assets (1) 479.4 427.5 51.9 12

1)

Assets held by RBSI as an independent trustee and in a depositary service capacity.

2021 compared with 2020

During 2021 RBS International (RBSI) delivered £358 million
of operating profit with return on equity of 22.5% through
strong lending and deposit volumes, an impairment release
and continued growth in our depositary offering. This was
achieved while continuing investment in our digital offering
to customers including new payment features on the mobile
app for both personal and business customers and the

extension of our video banking proposition delivered in 2021.

RBSI completed £1.5 billion of Climate and Sustainable
Funding and Financing in 2021, including £0.9 billion in H2
2021 which will contribute towards the new NatWest Group
target of £100 billion between 1 July 2021 and the end of
2025.

Total income increased by £51 million, or 10.3%, compared
with 2020 as a result of higher average lending balances in
Institutional Banking, including higher non-utilisation fees,
and higher depositary fee income.

Net interest margin decreased by 16 basis points in 2021
reflecting a higher proportion of lower yielding assets with
central banks due to the higher volume of short term
customer deposits in the year.

Other expenses decreased by £16 million, or 6.6%,
compared with 2020 primarily reflecting the reduction in the
bank levy charge for 2021.

An impairment release of £52 million in 2021 largely reflects
releases across Stage 1 and 2 within the wholesale sector.
Net loans to customers increased by £2.2 billion, or 16.5%,
compared with 2020 as a result of higher Institutional
Banking sector volumes.

Customer deposits increased by £6.2 billion, or 19.8%,
compared with 2020 as a result of higher call balances in
the Institutional Banking sector throughout the year.
Depositary assets were £51.9 billion, or 12.1%, higher than
2020 reflecting strong performance in the funds sector
primarily in the UK.

RWAs of £7.5 billion are broadly stable compared with 2020
as a result of lending volume growth primarily in the
Institutional Banking sector, offset by model updates in the
period.
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Financial review continued

Segment performance continued
NatWest Markets(*)

2021 2020 Variance
Income statement Em £m £m %
Net interest income 9 (57) 66 (116)
Non-interest income 406 1,180 (774) (66)
Total income 415 1,123 (708) (63)
Other expenses (907) (1,038) 131 (13)
Strategic costs (254) (267) 13 (5)
Litigation and conduct costs — (5) 5 (100)
Operating expenses (1,161) (1,310) 149 (11)
Impairment releases/(losses) 35 (40) 75 (188)
Operating loss (711) (227) (484) 213
Analysis of income by product (2)
Fixed income (64) 518 (582) (112)
Currencies 427 583 (156) (27)
Capital Markets 336 384 (48) (13)
Capital Management Unit & other (29) (62) 33 (53)
Income before revenue share paid, asset disposals and OCA 670 1,423 (753) (53)
Revenue share with other NatWest Group segments (197) (193) (4) 2
Income excluding asset disposals and OCA 473 1,230 (757) (62)
Asset disposals/strategic risk reduction (3) (64) (83) 19 (23)
Own credit adjustments (OCA) 6 (24) 30 (125)
Total income 415 1,123 (708) (63)
Performance ratios
Return on equity (4) (13.1)% (3.8)% (9.3)%
Cost:income ratio 279.8% 116.7% 163.1%

2021 2020 Variance
Capital and balance sheet £bn £bn £bn %
Loans to customers (amortised cost) 7.5 8.4 (0.9) (11)
Total assets 200.7 270.1 (69.4) (26)
Funded assets 96.1 105.9 (9-8) 9)
Risk-weighted assets 24.2 26.9 (2.7) (10)

1)

()
@)

(4)

The NatWest Markets operating segment is not the same as the NatWest Markets Plc legal entity (NWM Plc) or group (NWM or NWM Group) because the NatWest Markets segment

excludes the Central items & other segment.

Product performance includes gross income earned on a group-wide basis, including amounts contributed to other segments.

Asset disposals/strategic risk reduction relates to the cost of exiting positions, which includes changes in carrying value to align to the expected exit valuation, and the impact of risk
reduction transactions entered into, in respect of the strategic announcement on 14 February 2020.

Return on equity is based on segmental operating profit after tax adjusted for preference dividends divided by average notional equity based on 15% of the period average of
segmental risk-weighted assets incorporating the effect of capital deductions (RWAe), assuming a 28% tax rate.

2021 compared with 2020
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NatWest Markets has supported its customers’ evolving
needs with innovative solutions and continued to deliver a
more integrated customer proposition across NatWest
Group. NatWest Markets has made good progress on
building a refocused, sustainable business from which it can
grow. NatWest Markets incurred an operating loss in 2021
but has largely completed its RWA reduction and continued
to reduce operating expenses, and in Q4 2021, introduced
changes to Rates which will improve the strategic alignment
with the rest of the business and drive income growth.
NatWest Markets performance at the beginning of 2022 has
been in line with expectations.

NatWest Markets completed £9.7 billion of Climate and
Sustainable Funding and Financing in 2021, including £3.3
billion in H2 2021 which will contribute towards the new
NatWest Group target of £100 billion between 1 July 2021
and the end of 2025.
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Income excluding asset disposals/strategic risk reduction
and OCA was £757 million, or 61.5% lower than 2020. The
performance of Fixed Income was weak in 2021 impacted
by subdued levels of customer activity and the reshaping of
the business, in contrast to the prior year which benefitted
from exceptional levels of market activity generated by the
initial spread of the COVID-19 virus. Both Currencies and
Capital Markets income were lower than in 2020 but
performed broadly in line with expectations.

Other expenses decreased by £131 million, or 12.6%,
compared with 2020 reflecting continued reductions in line
with the strategic announcement in February 2020.

A net impairment release of £35 million in 2021 reflects
releases against a number of cases throughout the year.
RWAs decreased by £2.7 billion, or 10.0%, compared with
2020 reflecting lower levels of market risk and counterparty
credit risk, including the impact of capital optimisation
actions taken throughout the year.

Financial review continued

Segment performance continued

Ulster Bank Rol
Continuing operations

2021 2020 (1) Variance 2021 2020 (1) Variance

Income statement €m em em % £m £m £m %
Net interest income 116 137 (21) (15) 100 122 (22) (18)
Non-interest income 149 113 36 32 128 100 28 28
Total income 265 250 15 6 228 222 6 3
Other expenses (487) (462) (25) 5 (421) (409) (12) 3
Strategic costs (25) (28) 3 (11) (22) (25) 3 (12)
Litigation and conduct costs (45) (8) (37) 463 (39) (7) (32) 457
Operating expenses (557) (498) (59) 12 (482) (441) (41) 9
Impairment releases/(losses) 33 (157) 190 (121) 28 (139) 167 (120)
Operating loss (259) (405) 146 (36) (226) (358) 132 (37)
Average exchange rate - €/£ 1.163 1.125

1)

Comparative results have been re-presented from those previously published to reclassify certain operations as discontinued operations as described in Note 8 to the consolidated

financial statements.

2021 2020 Variance 2021 2020 Variance
Capital and balance sheet €bn €bn €bn % £bn £bn £m %
Loans to customers (amortised cost)
- mortgages 7.3 15.2 (7.9) (52) 6.2 13.7 (7.5) (55)
- other lending 1.1 5.7 (4.6) (81) 1.0 5.1 (4.1) (80)
Ig:‘t’)' loans to customers (amortised 8.4 209 (12.5) (60) 75 18.8 (11.6) (62)
Loan impairment provisions (0.5) (0.9) 0.4 (44) (0.5) (0.8) 0.3 (38)
Net loans to customers (amortised 7.9 20.0 (12.1) (61) 6.7 18.0 (11.3) (63)
cost)
Total assets 27.2 29.6 (2.4) (8) 228 26.6 (3.8) (14)
Funded assets 27.2 29.6 (2.4) (8) 22.8 26.6 (3.8) (14)
Customer deposits 21.9 21.8 0.1 0.5 18.4 19.6 (1.2) (6)
Risk-weighted assets 10.9 13.2 (2.3) (17) 9.1 11.8 (2.7) (23)
Spot exchange rate - €/£ 1.190 1.113

2021 compared with 2020

Ulster Bank Rol continues to make progress on its phased
withdrawal from the Republic of Ireland. On 17 December
2021 UBIDAC entered a legally binding agreement with
Permanent TSB p.l.c. (PTSB) for the proposed sale of
approximately €7.6 billion of gross performing loans as at
30 June 2021, comprising performing non-tracker
mortgages, performing loans in the micro-SME business,
the UBIDAC Asset Finance business, including its digital
platform, and 25 Ulster Bank branch locations. Completion
of the sale is subject to obtaining competition, regulatory
and other approvals, including PTSB's holding company
shareholder approval, and other conditions being satisfied.
The transaction is expected to occur in phases between Q4
2022 and Q1 2023 with the majority of loans expected to
transfer by Q4 2022.

Progress continues with Allied Irish Banks, p.l.c. (AIB) for
the transfer of approximately €4.2 billion, plus up to €2.8
billion of undrawn exposures, of performing commercial
lending. A key part of the process is to complete the
regulatory approvals and the Competition and Consumer
Protection Commission (CCPC) has already carried out an
extended preliminary investigation and on 31 December
2021 announced its decision to carry out a Phase 2
investigation into the proposed sale. There is no firm date
for the completion of this process. Discussions are ongoing
with other counterparties about their potential interest in
other parts of the bank.

— The values shown above represent the continuing

operations of Ulster Bank Rol, including re-presented
comparatives for the income statement. The re-
presentation is in accordance with IFRS 5 ‘Non-current
Assets Held for Sale and Discontinued Operations’.

— Total income was €15 million, or 6.0%, higher than 2020

reflecting gains arising from the adjustment of the swap
hedging portfolio to align the modelled maturity position of
deposits and other balances to the withdrawal plan, offset
by lower lending levels and fee income as a result of the
decision to withdraw from the Rol market.

— Other expenses were €25 million, or 5.4%, higher than

2020, due to higher VAT costs and regulatory levies,
partially offset by a 15% reduction in headcount, lower
advertising spend and back office operational costs.

— A net impairment release of €33 million in 2021 reflects

improvements in the reducing loan portfolios and economic
forecasts.

— Net loans to customers decreased by €12.1 billion primarily

due to the reclassification of €10.7 billion of loans to the
disposal group.
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Financial review continued

Segment performance continued
Central items & other

2021 2020 Variance
£m £m £m %
Central items not allocated (301) (653) 352 (54)

Funding and operating costs have been allocated to operating segments based on direct service usage, the requirement for market
funding and other appropriate drivers where services span more than one segment. Residual unallocated items relate to volatile
corporate items that do not naturally reside within a segment.

2021 compared with 2020

— Central items not allocated represented a £301 million operating loss in 2021 principally reflecting litigation and conduct
charges of £243 million, strategic costs of £201 million and losses on redemption of own debt of £138 million related to the
repurchase of legacy instruments, partially offset by a £219 million share of gains under equity accounting for Business Growth
Fund, and other Treasury income. 2020 included the day one loss on redemption of own debt of £324 million related to the
repurchase of legacy instruments, property-related strategic costs and litigation and conduct charges.
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Financial review continued

Summary financial statements

NatWest Group’s financial statements are prepared in accordance with IFRS. Selected data under IFRS for each of the last three
years is presented below.

2021 2020 (1) 2019 ()
Summary consolidated income statement £m £m £m
Net interest income 7,614 7,476 7,799
Non-interest income 2,898 3,032 6,188
Total income 10,512 10,508 13,987
Operating expenses (7,758) (7,858) (9,280)
Profit before impairment losses 2,754 2,650 4,707
Impairment releases/(losses) 1,278 (3,131) (724)
Operating profit/(loss) before tax 4,032 (481) 3,983
Tax charge (996) (74) (439)
Profit/(loss) from continuing operations 3,036 (555) 3,544
Profit from discontinued operations, net of tax 276 121 256
Profit/(loss) for the year 3,312 (434) 3,800
Attributable to:
Ordinary shareholders 2,950 (753) 3,133
Preference shareholders 19 26 39
Paid-in equity holders 299 355 367
Non-controlling interests 44 (62) 261
3,312 (434) 3,800

(1) Comparative results have been re-presented from those previously published to reclassify certain operations as discontinued operations as described in Note 8 to the consolidated
financial statements.

2021 2020 2019
Summary consolidated balance sheet £m £m £m
Cash and balances at central banks 177,757 124,489 80,993
Trading assets 59,158 68,990 76,745
Derivatives 106,139 166,523 150,029
Settlement balances 2,141 2,297 4,387
Loans to banks and customers - amortised cost 366,672 367,499 334,501
Other financial assets 46,145 55,148 61,452
Other and intangible assets 14,965 14,545 14,932
Assets of disposal groups 9,015 — —
Total assets 781,992 799,491 723,039
Deposits 506,089 452,345 389,740
Trading liabilities 64,598 72,256 73,949
Settlement balances, derivatives, other financial liabilities and subordinated liabilities 160,658 222,023 206,147
Other liabilities 8,844 9,043 9,647
Owners' equity 41,796 43,860 43,547
Non-controlling interests 7 (36) 9
Total liabilities and equity 781,992 799,491 723,039
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