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Disclaimer  

Abbey & Santander
Abbey National plc (“Abbey”) is a wholly owned subsidiary of Banco Santander Central Hispano, S.A. (“Santander”) (SAN.MC, STD.N).  
Founded in 1857, Santander has more than 60 million customers, over 10,000 offices and a presence in over 40 countries.  It is the largest 
financial group in Spain and is a major player in Latin America and elsewhere in Europe, including in the United Kingdom (through Abbey) and 
in Portugal.  Through Santander Consumer it also operates a leading consumer finance franchise in Germany, Italy, Spain and ten other 
European countries.
Santander has a secondary listing of its ordinary shares on the London Stock Exchange and Abbey continues to have its preference shares 
listed on the London Stock Exchange.  Nothing in this presentation constitutes or should be construed as constituting a profit forecast.  

Disclaimer
Abbey and Santander both caution that this presentation may contain forward-looking statements.  The US Private Securities Litigation Reform
Act of 1995 contains a safe harbour for forward-looking statements on which we rely in making such statements in documents filed with the US 
Securities and Exchange Commission.  Such forward looking statements are found in various places throughout this presentation.  Words such 
as “believes”, “anticipates”, “expects”, “intends”, “aims” and “plans” and similar expressions are intended to identify forward looking statements, 
but they are not the exclusive means of identifying such statements. Forward-looking statements include, without limitation, statements 
concerning our future business development and economic performance. These forward looking statements are based on management’s 
current expectations, estimates and projections and both Abbey and Santander caution that these statements are not guarantees of future 
performance.  We also caution readers that a number of important factors could cause actual results to differ materially from the plans, 
objectives, expectations, estimates and intentions expressed in such forward-looking statements.  These factors include, but are not limited to, 
(1) inflation, interest rate, exchange rate, market and monetary fluctuations; (2) the effect of, and changes to, regulation and government policy; 
(3) the effects of competition in the geographic and business areas in which we conduct operations; (4) technological changes; and (5) our 
success at managing the risks of the foregoing.   The foregoing list of important factors is not exhaustive. When relying on forward-looking 
statements to make decisions with respect to Abbey or Santander, investors and others should carefully consider the foregoing factors and 
other uncertainties and events. Such forward-looking statements speak only as of the date on which they are made, and we do not undertake 
any obligation to update or revise any of them, whether as a result of new information, future events or otherwise. Statements as to historical 
performance, historical share price or financial accretion are not intended to mean that future performance, future share price or future earnings 
(including earnings per share) for any period will necessarily match or exceed those of any prior year.  

This presentation is not a form of statutory accounts.
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Agenda

Market Environment

H1 2007
- Business Update
- Results
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4.6 4.6
5.6 6.0 5.6

2005* 2006* 2007 (e) 2008 (e) 2009 (e)

Interest Rates (%, annual average)

1.47 1.47 1.45 1.451.46

2005* 2006* 2007 (e) 2008 (e) 2009 (e)

GBP : Euro exchange rates (annual average)

1.8

2.8 2.8
2.4

2.9

2005* 2006* 2007 (e) 2008 (e) 2009 (e)

Annual GDP Growth ( %, annual average )

UK economic environment expected to remain relatively benign

2.1 2.3 2.4
2.0 2.1

2005* 2006* 2007 (e) 2008 (e) 2009 (e)

Annual CPI inflation rate (%, annual average)

*source - Office for National Statistics & Bank of England               (e) estimated by Abbey

Market Environment
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Market Environment

Consumer spending growth has been slower than overall economic 
growth and unemployment has fallen again 

Monthly change in claimant count 
unemployment (000s)

Source – Office for National Statistics

-20

-15

-10

-5

0

5

10

15

20

Jan-04 Jan-05 Jan-06 Jan-07

change in 
direction of 

unemployment

Annual growth in real GDP and household 
consumption (%) 

Source – Office for National Statistics

0

1

2

3

4

5

1996 1998 2000 2002 2004 2006

GDP Growth (%) Household Consumption Growth (%)

Consumer 
spending 

growth now 
slower than 

GDP growth



6

México

Market Environment

Growth in housing market activity has shown some slowing but annual 
house price growth continues to be strong

House purchase and remortgage approvals  
(number of approvals (s.a., 000s))

Annual growth in the number of approvals 
(%, sa)
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Annual house price growth (%)

Source – Department for Communities and Local 
Government
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Market Environment
Mortgage lending remained strong in 2007 while consumer credit lending 

has continued to slow

Total lending to individuals* Mortgage lending market stock* Consumer credit market stock*

212 212 213 213 214

5.8 5.36.36.57.4

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07 (e)

1,227 1,261 1,291 1,314 1,342

10.5
10.3 10.4 10.5 10.2

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07 (e)

1,016 1,049 1,078 1,101 1,128

11.5
11.0

11.211.411.2

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07 (e)

Source – Bank of England.   

(e) estimated market size (£bn) - annual growth rates (%)

*Please note: 
• Growth rates are calculated using the Bank of England’s methodology - this expresses period net lending as a percentage of the prior period stock. 
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Market Environment

Annual growth in retail deposits has been stable, with strong long term 
growth in the Bancassurance Investment new business market

999 1,011 1,033 1,050 1,076

7.77.18.07.88.7

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07 (e)

Retail deposits (incl. current accounts) Bancassurance Investment new business market

4.5
5.0 4.9

4.7

13%13% 13%14%

Q2 '06 Q3 '06 Q4 '06 Q1 '07

Source – Bank of England.  Source – estimated by Abbey based on data from Investment 
Managers Association / ABI / Structuredretailproducts.com. 

(e) estimated market size (£bn) annual growth rates (%)
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Abbey UPL’s stock 3.3%
Deposits/Savings stock 5.9%
Mortgage stock 9.3%

A well established mortgage business, showing potential in other product 
areas to an attractive customer franchise

30/6/07

Metropolitan Div ision DetailMetropolitan Div ision Detail

Our Franchise

Market Shares:

Branch market share 5.3%

Customer deposits (£bn) 63.9
Residential mortgages (£bn) 105.3
UPLs (£bn) 3.1
Total Retail lending (£m) 111.4
Net attributable income ytd(£m) 405.9

Branches 705

ATMs 2,471
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Business Update

Moving towards a full service bank …

… through strengthening the product range…
– savings and investments: 50+ Saver account, Direct ISA and the 8.1% Super 

ISA (bundled account linked to investment product) 
– mortgages: buy-to-let growth and strong affordability proposition, growth in 

commercial mortgages
– banking: including strong growth in business banking

… leveraging the global platform…
– Santander Asset Management supporting the overall investment strategy
– launch of credit card business in June

… with a value creation strategy based on knowledge of our customers…
– Partenon on track: integrated system
– strong improvement in brand awareness
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Stock

Savings and Investment Stock

Mortgages

Business Update

4.2 3.6

H1'06 H1'07

£ Bill. 

+4%

Net lending

98.1

105.3

H1'06 H1'07

+7%
£ Bill. £ Bill. 

2.2 2.2

0.9
1.4

H1'06 H1'07

653 493
86

599

H1'06 H1'07

£ Mill. 

-54%

cahoot

£ Bill. 

1,252

579

3.6 3.1
cahoot

H1'06 H1'07

API * £ Mill. 

+37%

654

896

£ Bill. 

0.9
1.9

+120%

H1’06 H1’07 

Margin: -5bps Margin: +82bps

Margin: +23bps

Personal loans

Savings and Investment flows

Stock Gross lending

Net savings Investments

Business performance

67.8 70.5

H1'06 H1'07

(*) API: Annual Premium Income measures the 
flows that impact revenue and commissions
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Implementation of Partenon on track
2007

Personal 
Accounts

Cards 
(Debit & 
Credit)

Payments

Loans (secured 
& unsecured)

Technical Infrastructure

Applications Infrastructure

Portals & Processes

2006

Q2 Q3 Q4

Benefits 
of an 

integrated 
system 

2008

2008

Achievements in Q2 2007
Banking and savings movements & balances data migrated to new banking system

Launched Abbey Cards – new sales and servicing operations leveraging Global capabilities for Account & Credit Card

New Cash Management application integrated to banking platform improving branch cash flow management / control

Next steps:
Migration of all banking and savings contracts to new personal accounts banking platform for all sales and servicing

Remaining core applications to be replaced in Q3 /Q4 for Payments and Loans leveraging Group infrastructure

Optimise and leverage Partenon to improve service quality, increase customer loyalty and enhance efficiency

Movements & 
Balances

Contract 
Migration

Partenon implementation is progressing on track and during 2008 we will start 
to see the benefits of an integrated system
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Business: Lending trends / growth

Volume growth balanced with on-going margin management
Residential mortgage stock (£bn) and market share (%)

101.7 103.1 105.398.1 99.9

9.4%9.7% 9.4% 9.3%9.5%

£bn
H1 2007 

£bn
Variance 

vs H106,%
111.4109.1108.0106.2104.1

8.8

7.1

30.06.06 30.09.06 31.12.06 31.03.07 30.06.07

Value Year on Year variance %

Residential mortgages 105.3 7.3%

Commercial mortgages 2.5 35.2%

UPLs 3.1 (12.6%)

Credit Card & overdraft 0.5 (5.6%)

Total Retail loans 111.4 7.1%
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Mortgage market share balanced with on-going margin management
Business Update

99.9 101.7 103.1 105.3

91.0 92.5 93.9 95.2 98.1

1.4 1.4

2.2

1.5 1.4

0.7

2.8

1.8 1.8

Q2 '05 Q3 '05 Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07

Stock
Net lending

Stock

Net lending share:
6.1% 10.1% 6.0% 6.0% 5.3%5.5%6.0%3.0%

5.9
6.5 6.7

5.6
6.1 6.4 6.7

6.2
7.1

Q2 '05 Q3 '05 Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07

Repayments share:
10.8% 10.6% 10.2% 10.6% 10.6%11.6%12.0%12.9%

Total residential mortgage gross lending (£bn)

Total residential mortgage repayments (£bn)

Residential mortgage net lending and stock (£bn)

7%

16%

Comment

10.7%

8.3%

gross lending supported by solid performance in 
Abbey for Intermediaries, combined with strong 
affordability proposition

stronger net lending market share performance in the 
second quarter

capital repayments impacted by high level of incentive 
period maturities coinciding with base rate rises

pricing pressure on fixed rate mortgage products

6.6

8.1 8.0
7.0

8.2 8.4
7.5

9.38.9

Q2 '05 Q3 '05 Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07

4%

Gross lending share:
9.4% 10.4% 8.9% 9.1% 9.0%9.8%10.1%9.5% 10.0%
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UPL related income higher despite reduction in asset stock
Business Update

Total UPL gross lending (£m) Total UPL stock (£bn)

1.4 1.4 1.2 1.0 0.9

2.2 2.3 2.3 2.3 2.2

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07

Abbey branded cahoot

(13%)(49%)

Abbey new business margins over 30% 
ahead of last year, following revised pricing

focus on more profitable lending to existing 
customers – largely through branch network

cahoot balances continue to reduce

3333
2927

23

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07

238
164

64
45329 458

322 243 250
42

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07

Abbey branded cahoot

567
622

385
288 292

3.6 3.7
3.6 3.3 3.1

10%

Abbey branch lending as % of total Comment
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Business: Liability trends / growth

Overall growth supported by new savings and investment products 
combined with strong performance in Abbey bank accounts

£bn
H1 2007 

£bn
Variance 

vs H106,%
63.962.861.961.861.7

1.4

3.5

30.06.06 30.09.06 31.12.06 31.03.07 30.06.07

Value Year on Year variance %

Abbey branded savings 43.7 2.8%

Abbey bank accounts 5.5 7.6%

Other 14.7 3.9%1

Total customer deposits 63.9 3.5%

Retail FUM 6.6 9.9%2

Total funds under
management 70.5 4.0%

Managed through Santander Asset Management
2

1
Other businesses including Abbey Business, cahoot 
& Wealth Management
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Mix of deposit stock continues to trend to higher margin portfolio
Business Update

Total customer deposit stock (£bn)

529

366
301269

367

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07

Investment new business sales – API (*) (£m)

44%4%

61.7 61.8 61.9 62.8

Growth excluding 
cahoot

63.9

58.2 58.5 59.6 60.558.0

3.33.23.43.63.7

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07
Abbey & Other cahoot

22.4 22.7 22.9 23.8 24.8

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07

11%

CommentBranch acquisition savings stock (£bn)

positive trends in new savings and investment 
product flows

investment new business supported by an 
increase in number of authorised investment 
advisors

balanced margin management as base rates 
have risen

(*) API: Annual Premium Income measures the 
flows that impact revenue and commissions
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Continuing to win business from clearing banks
Business Update

106
127 114 108 109

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07

4.7 4.8 4.9 4.9 5.0

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07

3.85 3.93 3.98 4.03 4.10

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07

3%

Bank account openings (000)

6%

Stock of Abbey branded accounts (m) Comment

Abbey branded average current a/c liability (£bn)

8%

continuing to attract switcher customers to 
Abbey, winning business from big 4 clearing 
banks

higher net interest income resulting from 
liability increases since H1 06, offset by pressure 
on fees 
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Results: Gross operating income

Higher retail banking balances and improved margins combined with 
higher earnings on financials driving growth

588 620 621 640 639 Total £m

360 363 364 383 394

176 177 174 169 177

80 83 8851
68

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07

Net Interest Income Net Fees & Insurance
Earnings on Financials

Total Ordinary Income 1,279 7.8%1,186

Earnings on Financials 156 23.9%126

Net Interest Income 777 9.5%710

H1 06
Var. %
07/06£m H1 07

Net Fees & Insurance 345 (1.0%)349

Commercial revenues:

balance sheet growth and improving liability 
spreads supporting net interest income

broader product range and cross sales into 
investments, banking and other non-traditional 
products offset other pressures on fees

540536 538 552 571 Total commercial margin £m
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Results: Retail banking spreads

Competitive pressure continues to impact asset spreads, offset by a 
widening of deposit spreads

0.69 0.69

1.20
1.28

1.47 1.45 1.48 1.47

1.84 1.84 1.89

0.700.73 0.69

1.141.11

1.32

1.50

1.97 2.01

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07

Loans Deposits (product spread) Retail Spread Undiluted spread
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Results: Costs

Cost savings continue, driven by FTE headcount reduction predominantly 
in 2006

FTE

£m

332

337 337

330

324

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07 Operating expenses 654 (3.5%)677

H1 06
Var. %
07/06£m H1 07

Depreciation and 
amortisation

34 (8.8%)37

General and 
administrative expenses

620 (3.2%)640

17,43917,876 17,146 16,616 16,613
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Results: Ratios

Cost:income ratio continues to trend to UK average and on track for a 
third year of double digit jaws

Cost:income ratio*, % Operating jaws, %

97
99

102102

100

109109

106105

100

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07

Costs Income

12

56.3
50.4

H1 '06 H1 '07

590bps

* Includes depreciation & amortisation
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Results: Net Operating Income

Improvement in net operating income reflecting accelerating revenue 
growth and declining cost base

325319

285290

265

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07

£m
644 

529

H1 '06 H1 '07

22%
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Results: Provisions and credit quality

Provisions stable during 2007, credit quality remains strong
£m

Net loan loss provisions Coverage ratio and NPL, %

78.4
81.9

0.550.63

H1 '06 H1 '07

Coverage ratio NPL as a % of assets

79

70

54 55 54

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07

Provisions
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Results: Provisions and credit quality

Underlying credit quaility is strong

Average new business mortgage LTV (%) Average indexed mortgage LTV on stock (%)

62%61%61% 64% 64%

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07

43%45%44% 45% 44%

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07
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Results: Net Income
Net Income up 20%

205201

175171170

Q2 '06 Q3 '06 Q4 '06 Q1 '07 Q2 '07

£m

Net Income 406 20.2%338

Life companies sold 
profit after tax

- n/a61

PBT 542 39.7%388

H1 06
Var. %
07/06£m H1 07

Provision for 
income tax

(136) (22.0%)(112)
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Business summary

revenue growth strengthening
on track for a 3rd year of double digit jaws
ranked 1st for best overall mortgage lender and best online mortgage provider in the financial 
adviser awards April 07
strongest improvement in brand awareness in customers amongst UK peers (Marketing 
Week - Best Brand Performers 2007)
acquisition targeted cost savings of £300m achieved ahead of the full benefit of Partenon

achievements 
since year end 
2006

continued focus on balancing growth and value 
new savings products, bundled savings and investment propositions
gross lending volumes supported by Buy-to-let and first time buyer affordability propositions
UPL focus on existing customers through branch network

expansion of 
product range

assets under management were successfully transferred to Santander Asset Management 
(SAM) at the start of the year with SAM supporting the overall investment strategy
global cards expertise, plus existing IT platform enabled the launch of a credit card business 
in the UK in June within 12 months
leveraging new global general insurance operations

leveraging the 
global 
platform

infrastructure and portals & processes successfully implemented 
personal accounts and cards core applications on track
the second half of 2007 will see the replacement of the remaining core applications of 
payments and loans

Partenon on 
track
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APPENDIX

Financial results

Balance sheet
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Financial results: Profit and loss (discontinued life separate)

£ million Variation

H1 07 H1 06 Amount %

Net interest income* 777 710 67 9.5

Income from companies accounted for by the equity meth 0 1 (1) (82.3)

Net fees 345 349 (3) (1.0)

Insurance activity 0 (0) 0 —
Commercial revenue 1,123 1,060 63 5.9

Gains (losses) on financial transactions 156 126 30 23.9
Gross operating income 1,279 1,186 93 7.8

Income from non-financial services (net) and other operat 19 21 (1) (6.9)

Operating expenses (654) (677) 23 (3.5)

   General administrative expenses (620) (640) 20 (3.2)

       Personnel   (351) (368) 17 (4.7)

       Other administrative expenses   (269) (272) 3 (1.1)

   Depreciation and amortisation (34) (37) 3 (8.8)
Net operating income 644 529 115 21.7

Net loan loss provisions (109) (140) 31 (22.3)

Other income 7 (1) 8 —
Profit before taxes 542 388 154 39.7

Tax on profit (136) (112) (25) 22.0
Net profit from ordinary activity 406 276 130 46.9

Net profit from discontinued operations — 61 (61) (100.0)
Net consolidated profit 406 338 68 20.2

Minority interests — — — —
Attributable profit to the Group 406 338 68 20.2

(*).- Dividends included
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Financial results: Profit and loss (discontinued life separate)
£ million

Q1 06 Q2 06 Q3 06 Q4 06 Q1 07 Q2 07

Net interest income* 349 360 363 364 383 394

Income from companies accounted for by the equity meth 1 1 0 0 0 0

Net fees 173 176 177 174 169 177

Insurance activity (0) (0) 0 0 0 0
Commercial revenue 523 537 540 538 552 571

Gains (losses) on financial transactions 75 51 80 83 88 68
Gross operating income 598 588 620 621 640 639

Income from non-financial services (net) and other operat 11 10 7 1 9 10

Operating expenses (345) (332) (337) (337) (330) (324)

   General administrative expenses (327) (313) (322) (318) (313) (307)

       Personnel   (187) (181) (179) (177) (175) (175)

       Other administrative expenses   (140) (132) (142) (141) (138) (131)

   Depreciation and amortisation (18) (19) (16) (19) (17) (17)
Net operating income 264 265 290 285 319 325

Net loan loss provisions (61) (79) (70) (54) (55) (54)

Other income (0) (1) 1 (0) 3 3
Profit before taxes 203 186 221 231 268 274

Tax on profit (56) (55) (66) (56) (67) (69)
Net profit from ordinary activity 146 130 155 175 201 205

Net profit from discontinued operations 21 40 16 0 — —
Net consolidated profit 167 170 171 175 201 205

Minority interests — — — — — —
Attributable profit to the Group 167 170 171 175 201 205

(*).- Dividends included
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Financial Results: Balance Sheet
£ million Variation

30.06.07 30.06.06 Amount %

Loans and credits* 133,097 126,375 6,722 5.3

Trading portfolio (w/o loans) 42,532 43,515 (983) (2.3)

Available-for-sale financial assets 16 14 2 17.6

Due from credit institutions* 17,490 8,711 8,779 100.8

Intangible assets and property and equipment 3,352 3,460 (107) (3.1)

Other assets 5,839 32,046 (26,207) (81.8)
Total assets/liabilities & shareholders' equity 202,327 214,121 (11,794) (5.5)

Customer deposits* 78,051 76,287 1,764 2.3

Marketable debt securities* 57,784 44,776 13,008 29.0

Subordinated debt 5,685 7,364 (1,679) (22.8)

Insurance liabilities 7 23,205 (23,197) (100.0)

Due to credit institutions* 34,637 38,480 (3,843) (10.0)

Other liabilities 23,711 22,186 1,524 6.9

Shareholders' equity 2,451 1,823 629 34.5
Off-balance-sheet funds 8,749 11,866 (3,118) (26.3)

   Mutual funds 8,749 4,594 4,155 90.4

   Pension funds — — — —

   Managed portfolios — — — —

   Savings-insurance policies — 7,273 (7,273) (100.0)
Customer funds under management 150,269 140,294 9,976 7.1

(1)

(1) Mutual funds includes non-retail funds under management

* Includes all stock of concept classified in the balance sheet
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