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Group financial highlights

Profit before tax (£m)Profit before tax (£m) 1,9381,938 1,9751,975

20012001 20002000
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Cost: income ratio (%)Cost: income ratio (%) 43.043.0 44.144.1

17.317.3Post tax return on equity (%)Post tax return on equity (%) 21.521.5

EPS (p)EPS (p) 84.984.9 93.493.4

Dividend per share (p)Dividend per share (p) 50.050.0 45.545.5



Group operating income

Total operating income up 4% to £4.3 billionTotal operating income up 4% to £4.3 billion

Retail Banking spread of 186 bps

Life Assurance earnings up 34%

Wholesale Banking up 24%

First National down 7%

Retail Banking spread of 186 bps

Life Assurance earnings up 34%

Wholesale Banking up 24%

First National down 7%
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Group operating expenses

Group operating expensesGroup operating expenses 1,8501,850 1,8151,815 2%2%
20012001 20002000 GrowthGrowth£m£m
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 Delivering on Group cost commitments Delivering on Group cost commitments

Less: Corporate advisory fees
Goodwill amortisation

Less: Corporate advisory fees
Goodwill amortisation

(26)
(36)

1,788

(26)
(36)

1,788

(5)
(12)

1,798

(5)
(12)

1,798 (1)%(1)%

 Retail Banking costs down 3% Retail Banking costs down 3%

 Wholesale Banking up 20% Wholesale Banking up 20%

Costs of Inscape and cahoot down on 2000Costs of Inscape and cahoot down on 2000

- cost: income ratio 19.7%- cost: income ratio 19.7%

- cost: income ratio 38.8%- cost: income ratio 38.8%



Provisions - retail credit quality

4.24.21.01.02288Business to ConsumerBusiness to Consumer
3.53.52.52.533--OtherOther
0.70.70.60.6273273263263Total GroupTotal Group

2.02.01.81.8118118126126First NationalFirst National

20002000200120012000200020012001

Provisions as a
% of Asset

Provisions as a
% of Asset

P&L ChargeP&L Charge

0.40.40.40.4150150129129Retail BankRetail Bank
3.73.73.63.653535858    Unsecured loans    Unsecured loans
9.89.812.112.159594040    Banking    Banking
0.30.30.30.338383131    Mortgages    Mortgages
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Segmental performance

(89)(89)(116)(116)Group InfrastructureGroup Infrastructure

1,9751,9751,9381,938

575575504504Wholesale BankWholesale Bank

2000200020012001£m£m

1,2831,2831,3031,303
1161168888- General insurance- General insurance
182182202202- Abbey National Life- Abbey National Life
51517575- Banking- Banking

934934938938- Mortgages & Savings- Mortgages & SavingsRetail BankRetail Bank

49496363- Established- EstablishedB2CB2C

(48)(48)(37)(37)
(97)(97)(100)(100)- New ventures- New ventures

113113164164- Scottish Mutual- Scottish MutualB2BB2B

254254284284
(6)(6)(2)(2)- Europe- Europe

1471479292- First National- First National
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--3030- Scottish Provident- Scottish Provident



Business flows
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Household Deposit Inflows (£bn)
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Bank Account Openings (000’s) Funds Under Management (£bn)
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Mortgage Net Lending (£bn)

strong flows in mortgages and savingsstrong flows in mortgages and savings

broadening our earnings base for the futurebroadening our earnings base for the future
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Conclusion – a resilient performance

Retail Bank performed well

Excellent profit growth from Life Assurance

Profits down in Wholesale Bank and First National

Retail Bank performed well

Excellent profit growth from Life Assurance

Profits down in Wholesale Bank and First National

Costs down - targets met

Retail credit quality remains good

Costs down - targets met

Retail credit quality remains good

Strong new business volumesStrong new business volumes
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Wholesale Banking UpdateWholesale Banking Update
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Increased provisions charge of £256 million

• high yield
• Enron

Wholesale Bank a very sound business

• profit growth pre provisions of 25%

• £504 million profit before tax

• pre-tax return on equity of 18%

Increased provisions charge of £256 million

• high yield
• Enron

Wholesale Bank a very sound business

• profit growth pre provisions of 25%

• £504 million profit before tax

• pre-tax return on equity of 18%

Wholesale Banking – 2001 overview
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Wholesale Banking –
focused & customer driven

Funding
Liquidity
Capital Raising
Balance Sheet
Management

Funding
Liquidity
Capital Raising
Balance Sheet
Management

TreasuryTreasury

Asset Financing
• Project Finance
• Leasing
Commercial Lending
• Direct Lending
• Syndicated Loans
• Acquisition Finance
Securities Financing

Asset Financing
• Project Finance
• Leasing
Commercial Lending
• Direct Lending
• Syndicated Loans
• Acquisition Finance
Securities Financing

Commercial BankingCommercial Banking

Asset Backed
Securities
Asset Swaps
Private Equity

Asset Backed
Securities
Asset Swaps
Private Equity

Investment PortfolioInvestment Portfolio
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Abbey National Financial ProductsAbbey National Financial Products

Wealth Mgt &
Long-term Savings

Wealth Mgt &
Long-term Savings

Retail
Banking

Retail
Banking



Wholesale Banking – refocusing the strategy

Strategic Goal:

•  improve the value generated for shareholders by increasing
risk adjusted returns

Strategic Goal:

•  improve the value generated for shareholders by increasing
risk adjusted returns

The business will focus on:

• extending customer franchises

• strong risk management framework

The business will focus on:

• extending customer franchises

• strong risk management framework
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Grow Commercial Banking
• around 1,500 customer relationships
• leading market positions

Grow Commercial Banking
• around 1,500 customer relationships
• leading market positions

Wholesale Banking –
extending our customer franchise

Focus on fee earning opportunities
• expertise in structuring transactions
• deliver complete financial solutions

Driving synergies harder across the Group
• structuring products for retail customers

Focus on fee earning opportunities
• expertise in structuring transactions
• deliver complete financial solutions

Driving synergies harder across the Group
• structuring products for retail customers
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Risk Management expertise, systems and controls

• good risk management skills

• increased focus on portfolio management

• strengthening the management team

Reducing the risk profile

• 95% investment grade

• sub-investment grade exposures reduced

• high yield exposure managed down

• appropriate, conservative provisions

Risk Management expertise, systems and controls

• good risk management skills

• increased focus on portfolio management

• strengthening the management team

Reducing the risk profile

• 95% investment grade

• sub-investment grade exposures reduced

• high yield exposure managed down

• appropriate, conservative provisions

Wholesale Banking –
emphasis on risk management
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Wholesale Banking – generating attractive risk
adjusted returns

• redeploy capital into customer facing businesses• redeploy capital into customer facing businesses

The business
will:
The business
will:

Outlook:Outlook:

• profit growth constrained in 2002

• RWA held broadly flat in 2002

• beyond 2002 growth prospects improve

• profit growth constrained in 2002

• RWA held broadly flat in 2002

• beyond 2002 growth prospects improve
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• fully exploit synergies

• increase prominence of risk management

• fully exploit synergies

• increase prominence of risk management



Ian HarleyIan Harley
Chief ExecutiveChief Executive
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Building a powerful, balanced business
portfolio

Wealth Mgmt &Wealth Mgmt &
Long-term SavingsLong-term Savings

RetailRetail
BankingBanking

WholesaleWholesale
BankingBanking

Broad mix of markets

Range of distribution

channels

Innovative business models

UK and overseas

High quality, stable earnings

Broad mix of markets

Range of distribution

channels

Innovative business models

UK and overseas

High quality, stable earnings
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 Innovative business models
• e-banking
• convenience retailing
• branch franchising
• strategic alliances

Delivering strong business volumes
• reinforcing our strength in mortgages and savings
• attacking personal and SME banking markets

 Growth prospects improving

 Innovative business models
• e-banking
• convenience retailing
• branch franchising
• strategic alliances

Delivering strong business volumes
• reinforcing our strength in mortgages and savings
• attacking personal and SME banking markets

 Growth prospects improving

Retail Banking - a powerful franchise
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Thorough review of the business completed

Managing as part of a balanced business portfolio

Platforms to deliver shareholder value

Redeploying capital into customer-facing businesses

Reducing the risk profile

Growth prospects beyond 2002 improve

Thorough review of the business completed

Managing as part of a balanced business portfolio

Platforms to deliver shareholder value

Redeploying capital into customer-facing businesses

Reducing the risk profile

Growth prospects beyond 2002 improve

Wholesale Bank - refocusing the business

- 20 -



Wealth Management & Long-term Savings

Life Assurance

A powerful mix of products and brands

Life Assurance

A powerful mix of products and brands
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Acquisition of Scottish ProvidentAcquisition of Scottish Provident

• number 1 bancassurer in the UK• number 1 bancassurer in the UK

• leading position in UK IFA protection market• leading position in UK IFA protection market

A major player in a redefined market post depolarisationA major player in a redefined market post depolarisation

• rapid growth of international sales• rapid growth of international sales

• Top 6 provider to the IFA market• Top 6 provider to the IFA market



Wealth Management & Long-term Savings

Wealth ManagementWealth Management

cahoot - surpassing expectationscahoot - surpassing expectations

Inscape - building momentumInscape - building momentum
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Building a powerful customer franchise

• Fleming Premier Banking acquisition

Building a powerful customer franchise

• Fleming Premier Banking acquisition

• over 600,000 customers

• deposit balances approaching £10 billion

• over 600,000 customers

• deposit balances approaching £10 billion



Good growth opportunities in our three businesses

• Retail Bank
• spread re-basing nearing completion

Good growth opportunities in our three businesses

• Retail Bank
• spread re-basing nearing completion

Growing value for our shareholders
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• attacking the ‘Big 4’• attacking the ‘Big 4’

• boosting international earnings• boosting international earnings

• Wholesale Banking
• refocusing the strategy

• Wholesale Banking
• refocusing the strategy

• Wealth Management and Long-term Savings
• powerful portfolio

• Wealth Management and Long-term Savings
• powerful portfolio

A resilient performanceA resilient performance



Terry BurnsTerry Burns
ChairmanChairman
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