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1. Combined results overview

Combined headline earnings up 17.0%

Average return on equity  15.9%

Bad debt expenses up  33.5%

Total income up  12.2%

Operating expenses up  13.1%

This analysis presents the combined local currency results of the major banks in South 
Africa (Absa, FirstRand, Nedbank and Standard Bank). Investec, the other major player 
in the South African market, has not been included in this comparison due to its unique 
business mix and different reporting period.

This analysis is unique in that it aims to aggregate the results of the major banks with a 
view to identifying common trends and issues that are shaping the financial landscape.

1PwC
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Combined results of six-month periods (R millions)

Combined results Comparative movement 

1H12 2H11 1H11 2H10 1H vs 2H 1H vs 1H

Net interest income 50 309 49 676 44 449 42 831 1.3% 13.2%

Non-interest revenue 49 460 45 529 44 446 42 926 8.6% 11.3%

Total operating income 99 769 95 205 88 895 85 757 4.8% 12.2%

Total operating expenses -57 402 -56 532 -50 767 -52 523 1.5% 13.1%

Core earnings 42 367 38 673 38 128 33 234 9.6% 11.1%

Impairment charge -14 177 -10 201 -10 623 -11 126 39.0% 33.5%

Other income/(expenses) 1 312 515 470 389 >100% >100%

Discontinued operations 431 390 255 - 10.5% 69.0%

Income tax expenses -7 412 -7 741 -7 396 -5 596 -4.3% 0.2%

Profit for the period 22 521 21 636 20 834 16 901 4.1% 8.1%

Attributable earnings 21 276 21 571 21 362 23 294 -1.4% -0.4%

Headline earnings from continuing 
operations 

21 282 20 306 18 184 16 410 4.8% 17.0%

Return on equity 15.9% 16.2% 15.5% 14.2% -1.5% 2.4%

As always, the outlook for our banks is intertwined with 
the outlook for the economy. Recent economic trends have 
reinforced the subdued outlook that most of the banks 
predicted in their results presentations in early 2012 (and 
repeated in their most recent presentations), with earlier 
GDP growth predictions in the region of 3% having been 
revised downward to a consensus level of around 2.7%. 
However, the possibility of a further decrease persists, as 
noted by the Finance Minister speaking in Sweden on 
16 September 2012. 

In contrast, looking to the year ahead, the forecasts from a 
number of economic research agencies (refer to figure 2.2) 
point to higher GDP growth rates.

Although in most cases not directly, our banks have also 
had to cope with another six months of global financial 
instability, particularly in Europe. The downside risks in 
Europe remains elevated, which is weighing heavily on 
market sentiment and it appears that this will be the case 
for some time.

The mood in the markets was strengthened in the first few 
months of 2012 by a better flow of economic data from 
the US encouraging hopes that it may be on a sustainable 
upswing. In recent weeks, however, the flow of data has 
been less encouraging, which led to the Federal Reserve 
Bank announcement on 13 September to effect the third 
round of quantitative easing (QE3).

Against this backdrop of global instability and lower 
domestic growth, the four major South African banks 
posted combined headline earnings of R21.3bn, up 
17% from the comparable period last year and average 
normalised return on equity (RoE) of 15.9%. This compares 
favourably to a benchmark group of Western global peers 
that recorded average RoE for FY 2011 in the range of 2.1% 
for US commercial banks and 14.7% for Canadian banks. 

In short, this was a commendable performance by South 
African banks in a relative sense, and a very strong 
performance compared to the Western world. Even more 
interesting is the composition of earnings for local banks 
when compared with other countries, which demonstrate 
that our banks have an enviable net interest income (NII)/
non-interest revenue (NIR) mix and continue to operate at 
favourable efficiency ratios.

The most sensitive areas underpinning these results 
continue to be the banks’ ability to grow revenue, contain 
their bad debt experience and manage their cost base. 

Total income, up 12.2%, shows a focus on margin 
protection and transactional revenues. In the domestic 
market, banks have continued to price for risk and with 
interest rates being constant over the period, this has 
helped to bolster their margins. The 50bps cut in the repo 
rate in July 2012 will, however, lead to some endowment 
pressure in the next reporting period. Those banks with a 
wider African footprint also benefitted from an endowment 
upside on the back of interest rate increases in some African 
countries.
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Impairment charges, particularly on secured assets, have 
seen significant focus. We reported in our previous analysis 
that there was downside risk given the significant size of 
non-performing loan (NPL) portfolios and the current 
state of the housing market. At 1H12 the size of the NPL 
portfolios at the four large banks reduced to R106bn from 
R109bn at 2H11 as a result of continued recovery efforts. 
However, the overall NPL level in excess of R100bn remains 
high and given the macroeconomic pressures coupled with 
property prices that remain under pressure, we believe this 
downside risk remains.

In overall terms, total balance sheet impairments increased 
12.2% to R52.0bn at 1H12, compared to R48.8bn at 
the end of 2H11. Total income statement impairments 
increased 33.5% from 1H11 to R14.2bn at the end of 
1H12. However, it is very difficult to look at these charges 
in aggregate as each of the banks has adopted a different 
strategy in dealing with their non-performing loans.

Credit growth, particularly in the unsecured market, 
has continued to receive focus from regulators, National 
Treasury and the financial press. Banks have reported that 
they are pricing appropriately for the risk they have taken 
on and that they are monitoring their direct and indirect 
exposures closely, particularly those to the low-income 
segment, which remains a small percentage of their overall 
portfolios. This is clearly a growth area for all banks in the 
country and those that can get the ideal mix between risk 
exposure, pricing and capturing any transactional flows, 
will be best placed. From the consumers’ perspective, 
additional competition can only be positive. However, 
it is generally believed there is a risk that consumers in 
this segment are highly leveraged. This leverage is not 
necessarily from banking debt alone, but also reflects 
spending on household and consumer goods bought on 
credit terms from retail outlets. 

General credit extension across all sectors remained 
subdued with growth of 2.6% for 1H12. This is partly a 
reflection of banks’ focus on minimising risk-weighted 
assets (RWA) given the more stringent capital requirements 
introduced by Basel II.5 and the proposed changes in Basel 
III being introduced in January 2013. Customer demand, 
specifically in the wholesale sector, has also played a role in 
dampening credit growth. 

From a funding perspective, we have seen a continuing 
trend of lengthening of the banks’ funding profiles in 
preparation for the Basel III funding requirements.

PwC conducts a banks analysis similar to this in Australia 
on a six-monthly basis. The latest analysis, released in May 
2012, reported on the covered bond regime that was put in 
place late last year in Australia, which has provided those 
banks with an alternative source of secured funding. 

Over a quarter of the AUD $90bn in new funding the major 
banks need to raise in Australia this financial year has 
already come from covered bonds. Unfortunately, South 
African banks are not allowed to issue covered bonds or 
engage in structured transactions that are equivalent to a 
covered bond structure in substance. 

Looking forward to Basel III, local banks, regulators and 
National Treasury have continued to engage to determine 
how best to address the structural imbalances in the South 
African market. Against this backdrop, it is still expected 
that all of the major banks should be able to comply with 
the Liquidity Coverage Ratio (LCR) envisaged by Basel 
III requirements, supported by the committed liquidity 
facility that the South African Reserve Bank (announced 
May 2012) will make available to mitigate potential 
liquidity shortfalls. However, the net stable funding ratio 
requirement remains a concern. 

Capital levels continue to be a strength and the major 
banks reported that they are on track to meet Basel III 
requirements. Total qualifying capital and reserve funds 
across the major banks showed moderate growth of a 
combined average of 4.6% on 2H11 and 11.8% on 1H11. 
However, the combined total capital adequacy ratio of the 
major banks declined marginally by 50bps to 14.9% from 
15.4% at 2H11. Most of this reduction is as a direct result of 
the implementation of the Basel II.5 capital rules.

Compared to the prior six-month period, banks’ operating 
expenses increased by only 1.5%, while total operating 
income increased by 4.8%. Consequently, their combined 
cost-to-income ratio improved from 58.1% in 2H11 to 
55.9% in 1H12. The ‘positive jaws’ that has been created 
as a result, reverses a trend of deteriorating ratios in prior 
periods and bears testimony to the success of the cost 
containment strategies implemented by the banks.
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Salaries continue to represent roughly 
half of the total expense bill and grew 
at a rate of 12.6% in 1H12, when 
compared to 1H11. This increase is 
reflective of annual salary increases 
as well as the increased short- and 
long-term incentive awards associated 
with the banks’ improved operating 
performance. Tight headcount 
management continued to be top 
priority for management, although 
this continues to be balanced with the 
need for ongoing investment in human 
resources in Africa.

Operating expenses were also 
unfavourably impacted by the weak 
Rand during the period. The average 
USD/ZAR rate weakened from 6.90 in 
1H11 to 7.94 in 1H12 which negatively 
impacted the earnings of those banks 
with operations outside of South 
Africa.

The cost containment challenge is 
being made harder by the proliferation 
of regulatory reform. In the next few 
years banks will have to deal with 
Basel III, US regulations such as Dodd-
Frank and FATCA, the TCF regime and 
many other changes to financial sector 
regulation. 

We have already seen that the 
next generation of productivity 
improvements will come from 
responding to changes in customer 
expectations by deploying strategic 
technology solutions. Leveraging 
distribution in the world of 
social media will require further 
improvements in the use of customer 
analytics to unlock value. The key 
being able to integrate all the levers at 
the banks’ disposal to further improve 
customer engagement. These include 
rethinking product solutions in a Basel 
III world, harnessing technology for 
customer convenience, optimising 
internal centres of excellence and 
improving operational efficiencies.

Interestingly, what has been reaffirmed during this period are the banks’ 
strategies. These continue to receive considerable focus given that success in 
the past few years has been defined by how the banks’ have responded to the 
challenges in a post-Global Financial Crisis world. While some observers focus on 
the similarity of the banks’ strategies, we see some important points of difference 
in areas such as how they invest in IT, African expansion, pricing and brand 
positioning.

In respect of African expansion, recent research by PwC suggests that 95% 
of CEOs in Africa are confident of growth in the next three years. However, 
The Africa Business Agenda released in July 2012, also highlights talent and 
leadership shortages, regulatory requirements, political interference, cultural 
issues and heightened operational risk and losses as some of the key challenges 
facing business in Africa. Given these challenges, significant management 
time and patience regarding return on equity invested in the short term will be 
needed to ensure long-term success.

While there are some headwinds in the domestic economy and significant 
uncertainties from Europe, the banks continue to demonstrate that they have 
the capability to manage and adapt. Certainly, compared to international 
counterparts, the South African banking sector remains sound; being profitable, 
well capitalised and maintaining good returns on equity.

Figure 1.1 Combined income statement of the major  
  South African banks

Source: PwC analysis
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Figure 1.2  Composition of core earnings

Source: PwC analysis
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Figure 1.3 Key drivers of profit for the period

Source: PwC analysis
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2. Economic outlook
By Dr Roelof Botha, economic advisor to PwC

Disposable income on the march

A number of welcome developments in the macroeconomy 
are combining to augment the disposable incomes of 
households, particularly those in the higher income 
brackets.

Firstly, the decision in July 2012 by the South African 
Reserve Bank (SARB) to lower its official repurchase rate 
(repo rate) has resulted in the lowest prime overdraft 
rate in four decades. An accommodating monetary policy 
stance has become the global norm, with a host of countries 
having lowered their official lending rates this year. These 
include China, India, Brazil, the UK, the Eurozone, Sweden 
and Australia.

Lower interest rates provide automatic debt cost relief to 
governments, businesses and households, although the 
option also exists to maintain repayment premiums in order 
to fast track the loan redemption date.

It would be naive to expect a relatively modest decline 
in borrowing costs to lead to a sudden resurgence in 
economic growth, but the latest cut in money market rates 
nevertheless translates into a potential annual saving on 
the cost of capital of R12 billion (based on the total credit 
extended to the private sector as at 1H12).

6 Facing the headwinds : South Africa – major banks analysis
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The key impact of the interest rate reduction lies in the unequivocal message sent 
out by the SARB that economic growth and employment creation have become 
higher policy priorities.

Although the SARB will continue to pursue price stability as one of the tenets of 
its mandate, it has become clear that a healthier balance now exists between the 
objectives of combating inflation and stimulating employment creation.

A lower interest rate environment facilitates household consumption 
expenditure (particularly on durable products) and enhances the affordability of 
home ownership for new entrants.

Figure 2.1 JSE All Share dividend yield

Source: PwC analysis
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A second stimulus of household 
income levels that has re-emerged is 
the upward trend in dividend yields on 
the equity market. After languishing 
at a level of just above 2% during most 
of 2010, the average dividend yield on 
all shares on the JSE started to stage 
a strong recovery and approached the 
3% level during the second quarter of 
2012.

Share prices have performed even 
better, especially since the third 
quarter of 2012. The total market 
capitalisation on the JSE, as reflected 
by the All Share Index (ALSI), has 
increased by almost 100% since 
bottoming out in early 2009.

Thirdly, average salaries in the 
economy have increased at a brisk pace 
over the past three years. According 
to Statistics SA, the average monthly 
salary in the formal sectors reached 
a level of above R13 000 at the end 
of 2011. This represents an increase 
of 37% over the figure for 2008 in 
nominal terms (17% in real terms).

As a result, the annualised rate of 
increase in the disposable income of 
households has risen by more than 
3% in real terms during the first 
quarter of 2012. The combination of 
lower interest rates; higher salaries; 
increased dividend yields and higher 
equity prices will inevitably lead to a 
new record high for real disposable 
income in 2012.

Further good news relates to the 
prospects for GDP growth in 2013, 
which are considerably more bullish 
than for this year. Concerns over 
fiscal stability in Europe, marginally 
lower growth in key emerging market 
economies and a dip in several 
commodity prices have conspired to 
lower global GDP growth forecasts for 
2012. South Africa is no exception, 
with earlier growth predictions of 
around 3% having been revised 
downward to a consensus level of 
around 2.7%.
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Looking to next year, the forecasts of virtually every authoritative economic 
research agency, both domestic and abroad, point to higher growth. 

Figure 2.2 GDP growth forecasts for 2013

Source: PwC analysis
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The country’s public finances are also 
in considerably better shape than 
two years ago. Healthy increases in 
taxation revenues have facilitated a 
swift decline in the fiscal deficit/GDP 
ratio, which has probably obviated any 
possibility of tax rate increases in next 
year’s national budget. 

It is no surprise, therefore, that the 
private sector’s appetite for credit has 
started to grow at a much higher rate 
than over the past four years. In mid-
2012, the value of overdraft facilities 
offered by banks had increased by 
20%, in real terms, since 2009.

Against this background, the 
consolidation phase of economic 
recovery that has lasted for three 
years, is bound to progress towards a 
new growth range of around 4%.
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3. Net interest income

Combined results

1H12 2H11 1H11 2H10

Gross loans and advances 2 471 663 2 407 860 2 243 809 2 214 408 

Net interest margin (% of average interest earning assets) 4.19% 4.12% 4.04% 3.90%

9PwC
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Figure 3.1 Net interest margin and advances
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Net margin improved by 7bps, 
compared to an improvement of 
14bps during 1H11. The factors that 
contributed to net interest margin 
(NIM) remain the same and we have 
noted the following trends:

• Customer pricing on advances 
continues to be a focus and has 
generally improved as a result of 
good balance sheet growth seen 
in asset classes which earn higher 
margins. However, we are seeing 
the competition for new business 
starting to weigh down on the gains 
achieved. 

• Liquidity constraints and 
competition for longer-term funding 
on deposits continue to put pressure 
on interest paid. Under the new 
regulatory requirements, the impact 
of higher prices and higher liquid 
asset requirements will continue to 
have a negative impact on margins 
for some time to come.

Despite tough conditions 
our banks, on the whole, 
continue to focus on 
improving margin and 
have been successful in 
this regard, although the 
improvement has not been 
as significant as we have 
seen in previous reporting 
periods.

• Cash flow hedging continues to play a major role in the management of 
interest margins for some of the major banks. These banks continue to hold 
significant cash flow hedge reserves that serve to stabilise their interest rate 
risk, which are evaluated continuously depending on the interest rate outlook.

• Higher capital levels have a positive effect on NIM as equity funding is 
generally long term. As mentioned previously, this has the opposite effect on 
return on equity.

Figure 3.2 Combined net interest margin

Source: PwC analysis
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4. Non-interest revenue

Non-interest revenue is primarily driven by fee and 
commission income, which represents 68% of the total for 
1H12. This remains a highly competitive area in which the 
major banks are focused on widening the net and banking 
the unbanked. In doing so, the banks are finding innovative 
ways to reach their clients. 

Trading income increased in 1H12 despite difficult trading 
conditions. Banks continue to focus on client flows and 
minimising the risk associated with proprietary trading, 
given the additional Basel II.5 capital rules. While volatility 
persists, customer flows should remain robust, but the 
positioning of portfolios can be a significant challenge when 
there is lack of market direction.

Net fee and commission income

Net fee and commission income increased by 7.9% on 
1H11. This is a remarkable achievement given the benign 
inflationary environment, innovative pricing packages 
adopted by some banks and the considerable base 
established in prior periods. The growth in this area has 
been largely driven by an increase in transaction volumes 
with limited price increases.

An interesting development has been the launch of ‘value’ 
packages by a number of banks, which give customers the 
flexibility to tailor a banking fee package to meet their 
individual requirements in a cost-effective manner. While 

11PwC
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this strategy has the effect of reducing 
overall fee income in absolute terms, 
there has been an increase in customer 
numbers as the banking net is widened 
and the major banks compete more 
fiercely in the lower-income market. 

The major banks also continue to be 
at the forefront of innovation as they 
seek to meet the requirements of 
changing client behaviour. This has 
been achieved through the launch of 
innovative products such as mobile 
and electronic banking applications. 
The ability to translate innovative 
product offerings into increased 
customer numbers is expected to 
remain a key differentiating factor 
between the relative growth of the fee 
and commission income line for the 
various banks.

Fair value income

Fair value income continued on the 
volatile trend established in previous 
reporting periods and was up 30.6% 
on 1H11 and up 34.2% on 2H11.

European sovereign debt concerns and 
a volatile equities and commodities 
market negatively impacted trading 
conditions. Customer flow business 
has remained at relatively high levels, 
although a decrease in the demand 
for risk management products was 
observed. However, continuing 
to position trading books in an 
environment in which market direction 
is lacking remains a significant 
challenge.

Insurance and bancassurance income

Insurance and bancassurance income was up by 6.7% on 1H11 and up by 17.0% 
on 2H11. This increase is largely as a result of continuing strong premium growth 
on the back of improved cross-selling opportunities, the launch of innovative 
product offerings and strong equity markets.

Figure 4.1 Non-interest revenue

Source: PwC analysis
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5.	 Efficiency

13

Figure 5.1 Operating expenditure

Source: PwC analysis
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Compared to the prior period, banks’ 
operating expenses increased by 1.5%, 
while total operating income increased 
by 4.8%. Consequently, their combined 
cost-to-income ratio improved from 
58.1% in 2H11 to 55.9% in 1H12.

This significant improvement – and 
the ‘positive jaws’ created as a result – 
reverses a trend of deteriorating ratios 
in prior periods and bears testimony 
to the success of the cost containment 
strategies implemented by the banks.

Banks have already made significant 
inroads into reducing discretionary 
expenditure. This is particularly 
evident in the changing mix of 
expenditure, with the relative 
contribution of staff costs to the total 
expense bill increasing, and other 
expenses decreasing in terms of 
relative contribution.

13PwC
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Salaries, which continue to represent roughly half of the total expense bill, 
grew at a rate of 12.6% in 1H12, when compared to 1H11. This increase reflects 
annual salary increases as well as the increased short- and long-term incentive 
awards associated with the improved operating performance of the banks. Tight 
headcount management continues to be top priority for management, although 
this continues to be balanced with the need for ongoing investment in human 
resources in Africa.

Operating expenses were also unfavourably impacted by the weak Rand during 
the period. The average USD/ZAR rate weakened from 6.90 in 1H11 to 7.94 in 
1H12 which negatively impacted the earnings of those banks with operations 
outside of South Africa.

IT spend also continues to be on the rise as banks seek to implement new systems 
to cater for increased regulatory requirements and customer expectations.

Figure 5.2 Global efficiency comparisons

Source: PwC analysis

30%

35%

40%

45%

50%

55%

60%

65%

70%

75%

20
09

20
10

20
11

20
09

20
10

20
11

20
09

20
10

20
11

20
09

20
10

20
11

20
09

20
10

20
11

20
09

20
10

20
11

South
African banks

Australian
 banks

Chinese
 banks

Euro
 banks

UK
 banks

Canadian
banks

Figure 5.2 shows the average cost-
to-income ratios across six regions 
that report under IFRS for the past 
three years. The figures for South 
African banks are those that we have 
collated from the major banks and no 
allowance is made for difference in 
business mix.

The US banks have been excluded 
from this analysis given the differences 
in business mix and accounting. For 
example, under US GAAP, income 
generated by securitised loans (which 
form a large part of US banks’ retail 
lending) is recognised on origination 
together with servicing rights. 
Likewise, the US banks currently have 
large representation and warrantee 
provisions netted off against income, 
significantly distorting their cost-to-
income ratio.

A high level review of this data 
highlights that South African banks 
are efficient by global standards and 
have managed to improve efficiency 
in difficult circumstances. Australian 
banks remain fairly efficient and 
the only country with lower ratios is 
China, which is at a different stage of 
development. 

Concluding from this high-level 
analysis may be difficult, the data 
nevertheless suggests that despite 
healthy cost-to-income ratios, for 
the major banks, further efficiencies 
can be found, but these will certainly 
be difficult to achieve. Delivering 
significant further reductions in 
operating expenses will require more 
transformational strategies, which 
are expected to leverage heavily off 
technological advances.



15PwC

Asset	quality	(R	millions)

Combined

1H12 2H11 1H11 2H10

Gross loans and advances 2 471 663 2 407 860 2 243 809 2 214 408 

Non-performing loans 106 139 109 200 121 980 129 452

Impairments -52 024 -48 808 -50 957 -52 078

Collective provisions -15 819 -14 191 -13 153 -12 242

Individually assessed provisions -36 205 -34 617 -37 804 -39 836

6.	 Asset	quality

15PwC
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Gross loans and advances

Growth in combined loans and advances of the major banks 
for 1H12 is generally reflective of continuing uncertainty in 
the domestic and macroeconomic environment, with both 
corporates and households remaining cautious about taking 
on new debt given the uncertain economic outlook. This 
has resulted in limited growth in total gross advances for 
the major banks in 1H12 compared to 2H11. 

Growth in total advances across the corporate and retail 
sectors in 1H12 slowed to 2.7% (as compared to 7.3% 
during 2H11), largely driven by: 

• A decline in corporate advances growth to 3.0% 
(compared to 9.1% growth in 2H11), which reflects a 
challenging economic environment impacting demand 
for credit and the risk profile of this market segment. 
In spite of the subdued economic sentiment in this 
sector, the improvement in corporate credit appetite for 
Q1 – which can be attributed mainly to continued fixed 
investment activity and inventory accumulation – has 
been tempered along with weakened overall business 
confidence levels in Q2.

• Combined retail advances growth for the current 
reporting period of the major banks continued at 3.2% 
in spite of positive growth levels in this segment across 
instalment and finance sales. This was supported by 
buoyant new motor vehicle sales in South Africa in the 
period and a relatively heightened demand for card 
products by personal consumers, which was underpinned 
by positive consumer credit appetite, with household 
spending over the period being notably strong. 

• The overall flat retail growth trend is underlined through 
almost no growth in combined mortgage advances of the 
major banks for the period; with some banks expressing 
an expectation of improved retail volumes, particularly 
mortgages, during 2H12.

Overall, the combined loans and advances of the major 
banks describes a picture that the South African economy 
was not immune to global economic developments and, 
although growth picked up in the latter part of 2011, a clear 
moderation in 2012 has been seen so far. 

While the major banks’ exposure to the unsecured credit 
market is growing, they have reported that they are pricing 
appropriately for the risk they have taken on and that they 
are monitoring their direct and indirect exposures closely, 
particularly those to the low-income segment, which 
remains a small percentage of their overall portfolios. This 
is clearly a growth area for all local banks and those that 
can attain the ideal mix between risk exposure, pricing and 
capturing any transactional flows will be best placed. For 
consumers, additional competition can only be positive.

Non-performing loans

While the gross advances and lending story for the major 
banks represents relative cautiousness, the industry has 
largely continued on its trajectory of improving credit 
experience in retail portfolios. NPLs declined in the retail 
sector by 4.8%, albeit at a slower pace when contrasted 
against the strong NPL declines of 11.4% observed in 2H11. 

The banks that disclosed the age of their home loan NPL 
portfolios during the recent cycle of results announcements 
showed that NPLs – particularly those in the 24-48 months 
age band – remain sticky. Effective collection strategies and 
processes will be crucial to minimise losses within this age 
band.

Tighter credit origination on the supply side and somewhat 
cautious credit demand on the side of corporates and 
consumers have in many respects rendered an overall flat 
credit environment for the major banks for the current 
reporting period, with total advances growth of 2.7% being 
supplemented by a 2.8% decline in total NPLs across all 
loan portfolios.

Coverage ratios

The specific impairment coverage ratios (specific 
impairment divided by NPLs) across the corporate and 
retail sectors remained flat at 34.5% at 1H12 when 
compared to 34.4% at 2H11. While coverage ratios of the 
major banks in the corporate sector marginally improved 
since 2H11, the stickiness in this ratio came from the retail 
sector, with a decline of 2.8% for 1H12, largely driven by 
Absa who have highlighted that they have segmented their 
credit models to factor in the impact of rising credit stress 
levels within part of their mortgage lending portfolio.

Income statement impairment 
charges

Credit loss ratios (income statement impairment charge 
divided by average advances) showed a mild indication of 
heightening stress levels in the retail credit market, as the 
overall combined ratio deteriorated to 1.2% in 1H12 from 
0.9% at the end of 1H11. 

We have also noted that the rate of variability in the 
decline of the ratio for the current period between the 
major banks is pronounced and may relate to the different 
nature of their credit and impairment strategies, given the 
macroeconomic experience in 1H12. 
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PwC	insight	and	analysis	

We observed an increase in the use of central or group impairment provisions and further focus on portfolio 
segmentation which led to increased specific impairment provisions at some banks.

Most banks commented on the segmentation of their NPL portfolios and whether it had an impact on their 
impairment provisions and noted that this analysis and assessment will have to continue until the NPL 
portfolios are at lower levels and are more current. 

In setting impairment levels in the current climate, management needs to consider to what extent the past 
is representative of the future. That means asking tough questions such as:

• Is the mix of my book different to historical experience which means my LGD drivers and PD drivers 
need to change?

• Are current economic conditions similar to the past?

• How are lags in impairment taken into account in my impairment models?

Retail credit considerations: 10 suggested questions

PwC’s credit specialists suggest banks should ask and seek answers to the following questions regarding retail credit 
before the next reporting period:

1. Do we have the right people around the table to be able to robustly discuss credit impairments? Are business, 
operations and collections, credit, risk, finance and internal audit heads involved in discussions about the 
impairments process?

2. If models are based on historical data, is the historical experience (e.g. segmentation and costs) representative 
of the current portfolio on the balance sheet?

3. Are models really point in time? How have current economic conditions (e.g. property prices, interest rate 
changes, GDP and unemployment) been taken into account in measuring impairments?

4.  If write-offs drive impairment models, are we making sure write-offs made during the year that feed 
impairment models are representative of remaining portfolios that have not yet been written off? If not, do we 
need to make qualitative overlay adjustments in this respect?

5. Does our debt counselling portfolio need to be separated from the rest of the portfolio and do PDs and LGDs 
need to be modelled separately? When debt counselling accounts are being terminated, does the LGD on these 
accounts differ to the overall legal experience?

6. Are the recovery periods assumed in the LGD calculations representative of current estimates of how long it 
takes to recover security?

7. What controls exist over the validity, completeness and accuracy of data going into impairment models?

8. Are we aware of the accounting requirements relating to restructured loans? Do we have consistent accounting 
policies in this regard across all business units?

9. Where our origination criteria have changed (i.e where higher/lower risk categories of business are written), 
how are those changes incorporated in impairment models?

10. On secured portfolios, are we making sure security is accurately and regularly valued? Do our models take 
realistic recovery expectations into account?

The disposable income and consumer savings statistics released recently suggest the retail consumer is taking 
strain. Many banks have suggested that they have probably reached the bottom end of the credit cycle and that it is 
likely that impairment provisions would increase going forward. 
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Figure 6.1 Retail advances per product

Source: PwC analysis 
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Figure 6.2 Non-performing loans and level of specific 
  impairment

Source: PwC analysis
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Figure 6.3 Specific and portfolio impairment levels

Source: PwC analysis
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Figure 6.4 Industry credit extension

Source: SARB
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7. Capital and funding

Capital changes

1H12 2H11 1H11 2H10

Tier 1 247 935 239 507 220 694 214 869 

Other 47 294 42 676 41 969   43 015 

Total capital 295 229 282 183 262 663 257 884

Risk-weighted assets 2 057 601 1 882 315 1 771 554  1 744 948

Total capital across the major banks showed moderate growth with a 
combined average of 4.6% on 2H11 compared to 7.4% for the previous six-
month period.

Combined capital adequacy ratios of the major banks declined 
by 50bps to 14.9% from 15.4% at 2H11.

20 Facing the headwinds : South Africa – major banks analysis
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The slower growth in capital and decline in capital adequacy levels reflect the 
capital challenges faced by the major banks. This is a consequence of six months 
of Basel II.5 implementation as well as the prospect of Basel III regulations set to 
be implemented on 1 January 2013. 

Overall, the major banks have all indicated that the transition to the higher 
capital requirements anticipated by Basel III will occur without significant 
difficulty or deterioration in regulatory capital levels. This can be attributed 
to ongoing risk-weighted asset optimisation initiatives of the major banks, a 
prudent approach to business as well as the relatively prudent regulatory capital 
regime adopted by the regulator over the years. 

Some uncertainty over key aspects of the regulations – such as countercyclical 
buffers, domestic systemically important banks surcharge and the finalisation of 
the recovery and resolution regime that impacts the recognition criteria for Tier 
2 capital – is likely to persist over the second half of 2012.

Figure 7.1 Capital adequacy levels 

Source: PwC analysis
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Total deposits of the major banks 
increased by 2.5% on 2H11 compared 
to a 7.4% increase for the previous 
six-month period. While total 
deposits has not reduced since 2H11, 
there are a variety of factors that 
could be attributed to the decline 
in total deposits growth, including 
an indication of a reduced appetite 
for cash preservation among South 
African corporates given the sustained 
low interest-rate environment.

The structural features of South 
Africa’s economy and banking sector, 
as in many other developing markets, 
is one which utilises shorter-term 
wholesale funding to a greater 
extent to fund longer-term advances. 
Nevertheless, it is expected that 
all of the major banks should be 
able to comply with the Liquidity 
Coverage Ratio (LCR) envisaged by 
Basel III requirements, supported 
by the committed liquidity facility 
that the South African Reserve Bank 
announced in May 2012 it would make 
available to mitigate potential liquidity 
shortfalls. 

At present, South African banks 
are unlikely to be able to meet the 
Net Stable Funding Ratio (NSFR) 
requirement under Basel III in its 
current form – which requires the 
proportion of long-term assets to long-
term ‘stable funding’ be maintained 
at 100%. Senior banking executives 
continue to emphasise that, given the 
structural funding characteristics of 
emerging markets, they expect that 
the NSFR requirements will be re-
evaluated before they become effective 
in 2018.

However, we do continue to note that 
the major banks are making efforts 
to lengthen their funding profiles 
in anticipation of these tough new 
liquidity proposals.
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Basel III required capital requirements: A South African perspective

South Africa will undertake national implementation of Basel III capital rules commencing on 1 January 2013. From 
this date onwards, South African banks will have to meet the following base minimum capital requirements expressed 
in risk-weighted assets: 

• 4.5% core (common equity) Tier I capital

• 6% total Tier I capital; and 

• 9.5% total capital.

During the transitional period from 1 January 2013 until the end of 2019, these ratios will gradually be stepped up to 
9.0% core Tier I capital and 10.5% total Tier I capital (including 2.5% capital conservation buffer in both instances).

In addition, the following capital buffers will be phased in over the Basel III implementation period in South Africa. 
The quantum of these buffers and what form of capital will be required to cover these buffers are yet to be confirmed 
by the SARB: 

• A countercyclical capital buffer – which will require additional capital of up to 2.5% – during periods of high 
credit growth; and

• An additional capital charge in relation to domestic systemically important banks (D-SIB).

It is important to note that these capital buffers are dependent on a number of variables that will impact the ‘end-
state’ Basel III mandatory capital requirements. In particular, bank-specific factors as well as the macroeconomic 
context – such as the level of credit extension within the domestic economy – may influence the extent to which these 
capital buffers will be implemented for specific banks over the Basel III implementation period.

Figure 7.2 Required capital adequacy levels 

Note: The SARB has not yet issued guidance on the countercyclical capital buffer and the D-SIB capital requirement. 
Accordingly, the countercyclical capital buffer is assumed to gradually increase to the maximum amount of 2.5% by 2019 
and the D-SIB requirement has been excluded from the graph above. 

Source: PwC analysis
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8. Capitalising on the growth  
	 and	global	interconnectivity	 
 of emerging markets 

23PwC

What	do	we	mean	by	SAAAME?

SAAAME refers to South America, Africa, Asia and the Middle East. 
SAAAME doesn’t include Japan as this is a developed G7 economy. 
Mexico is excluded as it trades mainly within the North American Free 
Trade Agreement zone and less with SAAAME. For now, Russia and the 
Commonwealth of Independent States (CIS) are also excluded from 
SAAAME, as trade is largely internal or with Europe.
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Gateway	to	Africa

As growth and investment in Africa 
continue to accelerate, South Africa 
offers a portal through which 
companies from Asia, South America 
and the Middle East can tap into 
opportunities across the continent and 
African companies can reach out to 
other parts of SAAAME.

With growth of more than 5% a year 
over the past decade, a population of 
over 800 million and total purchasing 
power of US$1.9 trillion, Africa is 
emerging as one of the most attractive 
frontiers for growth. According 
to the IMF, this strong economic 
performance will continue over the 
next five years. 

Demand for natural resources has 
fuelled a rapid increase in Africa-
China trade (growing from US$10.6 
billion in 2001 to more than US$160 
billion in 2011) and Africa-India 
trade (growing from US$620 million 
in 2001 to US $62 billion in 2011). 
China has now surpassed Europe and 
North America as Africa’s main trading 
partner. While much of the recent 
investment into Africa has centred on 
energy and mining, a second wave of 
opportunities is opening up in areas 
ranging from high-speed rail links to 
fibre optics and other technological 
developments.

Looking to the future, Africa’s 
demographic dividend – its population 
is expected to double to some two 

billion by 2045 – is set to provide the 
spur for major industrial investment 
and development. On the back of 
these developments, Africa’s urban 
population is expected to grow by 
nearly 500 million by 2030, creating 
further opportunities for housing and 
infrastructure investment and opening 
up an important growth market for 
financial services businesses. 

While other continents are ageing, 
Africa’s median age is expected to still 
be only 28 by 2050. With so many 
people reaching this economically 
active age, financial institutions 
will need to think about how their 
young customers will want to interact 
with them and how to encourage 
them to save and invest, with digital 
development likely to be crucial.

The	intra-SAAAME	opportunity

As intra-SAAAME commerce continues to grow, South Africa has an opportunity to 
play an even bigger role as a bridgehead for international trade. 

Figure 8.1: Evolving global trade flows

Source: WTO, PwC analysis
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South Africa has large and well-developed banking (more 
than 40% of Africa’s assets) and insurance sectors (more 
than 70% of Africa’s premiums). Its financial institutions’ 
growing presence in other parts of the continent allows 
them to provide trade finance and acquisition support for 
companies looking to invest and develop trade links in 
Africa. In turn, their links with Chinese and Indian partners 
allow them to provide advice and assistance to businesses 
seeking to move into other parts of SAAAME.

Notable investments in recent years have included ICBC’s 
acquisition of a 20% stake in Standard Bank in 2008, 
which has paved the way for a number of joint ventures in 
areas such as project finance. This was followed in 2009 
by the signing of a strategic partnership between China 
Construction Bank and FirstRand that includes providing 
advisory and structured services for Chinese clients looking 
to invest in Africa. 

More recent developments in China-Africa financial 
services links include Absa’s launch of direct yuan/rand 
trading in 2012.

Developing a competitive pan-
African presence

As South Africa’s financial services businesses seek to 
extend their footprint, they will face new competitive and 
management challenges. 

Key strategic questions for South Africa’s financial 
institutions include where and how to invest as they 
seek to bolster their support for growing intra-SAAAME 
trade. At present, most insurers and banks are focusing 
on strengthening their presence within Africa rather than 
reaching out beyond the continent. 

Some organisations will look to greenfield development. 
They might also augment this with acquisitions. But a 
physical presence may be costly and difficult to set up in 
some countries. 

It is therefore going to be important to make the most of 
technology in extending customer access and providing 
end-to-end trade services. Digital technology allows 
financial institutions to move into new markets with limited 
physical infrastructure investment on the ground. Kenya’s 
highly successful M-Pesa model is now being replicated 
in other parts of the continent, providing unbanked and 
remote customers with access to payment and deposits via 
the mobile phone network.

Joint ventures and collaborations will also be important in 
extending and strengthening services. Notable examples 
include the alliance between Nedbank and Ecobank, which 
has created what these partners describe as the largest 
banking network in Africa (1 500 branches in 35 countries).

Some of the bigger players will be able to develop a pan-
SAAAME presence to serve clients across all sectors. While 
smaller FS businesses will not have the funds to match this, 
they will have opportunities to specialise. This might take 
the form of focusing on particular countries or targeting 
particular types of business. 

Working closely with key clients and being able to follow 
them as they reach into new markets will be critical in 
helping to judge what countries and sectors to focus 
on. Financial services organisations can then work with 
their clients to help bridge any potential gaps in the local 
financial infrastructure and overcome challenges in areas 
such as financing, risk management, currency convertibility 
and repatriation of revenues. 

Managing	more	complex	and	diverse	
operations

As they reach into new markets, financial services 
companies will need to contend with a more complex risk 
profile. African countries have varied legal and regulatory 
frameworks, political systems, business practices and 
cultures. It will be important to develop the timely and 
reliable management information and risk management 
systems needed to operate in new and unfamiliar markets. 

Operating models will need to reflect the changing 
geographical focus of the business. They will also need to 
deal with more extensive partnership arrangements and be 
sufficiently agile to respond quickly to unfamiliar market 
conditions, distribution channels and cultural preferences. 

The particular challenge for South Africa’s financial services 
businesses is whether applying the new banking and 
insurance capital demands will put them at a competitive 
disadvantage. From a trade perspective, this includes the 
significantly higher capital loadings for letters of credit 
under the new Basel III regulations. It will therefore be 
important to develop the scale and level of automation 
required to be competitive.

The underlying challenge is talent. As their businesses 
expand, financial services organisations will need 
international management experience and be able to secure 
sufficient talent in markets where suitably qualified and 
experienced people may already be in short supply. 
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Making	the	most	of	the	opportunity

South Africa’s position as a key launch pad for intra-
SAAAME commerce will open up important commercial 
opportunities for its financial services businesses. But to 
capitalise on these opportunities, businesses will need look 
at how to create a cost-effective and competitive product 
suite offering Africa-wide services to their clients. 

We believe there are five key questions that financial 
services organisations should consider as they look to take 
advantage of these openings and provide the most effective 
support for their clients:

• How are your corporate clients following the shift in the 
focus of global growth and how can you help them to 
respond more effectively?

• If you can’t develop a pan-African presence, what specific 
sectors or regions could you target as you look to build on 
your strengths and existing relationships?

• How can you use technology to provide customer access 
and trade services in different parts of the continent?

• How will you need to adjust your risk management 
capabilities, talent management and operating model 
(more joint ventures, longer lines of communication etc.) 
as you extend your international presence?

• How can you help to promote South Africa as the leading 
financial services centre in Africa?

26 Facing the headwinds : South Africa – major banks analysis
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9.	 Key	banking	statistics
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Summary	financial	information	–	1H12	(R	millions)

Key banking statistics

R millions ASA FSR NED SBK

1H12 2H11 1H11 2H10 1H12 2H11 1H11 2H10 1H12 2H11 1H11 2H10 1H12 2H11 1H11 2H10

Balance sheet

Total assets 808 806 786 719 707 327 730 020 769 765 763 514 700 146 695 809 670 021 648 127 609 875 608 718 1 296 030 1 257 361 1 137 688 1 107 986

Gross loans and advances 577 734 573 066 526 371 536 275 535 704 508 253 474 566 461 503 525 071 507 545 483 384 486 499 833 154 818 996 759 488 730 131

Total deposits 483 707 479 299 415 695 403 004 606 281 595 200 553 657 543 713 536 944 521 115 493 974 490 440 916 473 886 823 847 398 792 736

Risk weighted assets 426 452 424 489 408 397 422 713 471468 415 121 385 190 378 490 362 022 331 980 323 562 323 681 797 659 710 725 654 405 620 064

Asset quality & provisioning

Non-performing loans 33 029 35 536 39 258 39 641 18 666 18 366 19 790 21 117 21 838 23 073 25 241 26 765 32 606 32 225 37 691 41 929

Impairments -13 029 -12 131 -13 502 -13 902 -11 197 -9 995 -9 973 -9 844 -11 545 -11 497 -11 466 -11 226 -16 253 -15 185 -16 016 -17 106

Collective provisions -2 294 -2 254 -2 123 -2 087 -4 892 -3 779 -3 457 -3 117 -3 027 -2 748 -2 440 -2 154 -5 606 -5 410 -5 133 -4 884

Individually assessed provisions -10 735 -9 877 -11 379 -11 815 -6 305 -6 216 -6 516 -6 727 -8 518 -8 749 -9 026 -9 072 -10 647 -9 775 -10 883 -12 222

Non-performing loans (% of advances) 6.8% 6.2% 7.3% 7.3% 3.5% 3.6% 4.2% 4.6% 4.2% 4.5% 5.2% 5.5% 3.9% 3.9% 5.0% 4.8%

Impairment charge (% of average advances) 1.6% 0.84% 1.18% 0.8% 1.1% 0.8% 0.9% 0.9% 1.1% 1.1% 1.2% 1.3% 1.0% 0.9% 0.8% 1.0%

Impairment coverage ratio 33.2% 34.1% 34.4% 35.1% 60.0% 54.4% 50.4% 46.6% 52.9% 49.8% 45.4% 41.9% 49.8% 53.1% 40.3% 48.6%

Implied loss given default 32.5% 27.8% 29.0% 29.8% 33.8% 33.8% 32.9% 31.9% 39.0% 37.9% 35.8% 33.9% 32.7% 37.9% 25.9% 34.7%

Profit & loss analysis

Net interest income 11 909 12 807 11 622 12 047 12 964 11 905 10 730 9 771 9 642 9 351 8 683 8 526 15 794 15 613 13 414 12 487

Non-interest revenue 11 174 10 723 10 680 9 761 13 517 11 455 11 981 11 863 8 265 8 273 7 139 7 057 16 504 15 078 14 646 14 245

Total operating income 23 083 23 530 22 302 21 808 26 481 23 360 22 711 21 634 17 907 17 624 15 822 15 583 32 298 30 691 28 060 26 732

Total operating expenses -13 011 -13 820 -12 761 -13 249 -14 383 -13 380 -12 104 -12 348 -10 182 -10 334 -9 090 -8 943 -19 826 -18 998 -16 812 -17 983

Core earnings 10 072 9 710 9 541 8 559 12 098 9 980 10 607 9 286 7 725 7 290 6 732 6 640 12 472 11 693 11 248 8 749

Impairment charge -4 020 -2 179 -2 902 -2 301 -3 510 -1 961 -2 015 -2 277 -2 702 -2 539 -2 792 -2 944 -3 945 -3 522 -2 914 -3 604

Other income/(expenses) 35 12 28 -24 1 096 401 362 214 34 2 -16 -84 147 100 96 283

Discontinued operations – – 431 390 255

Income tax expenses -1 767 -2 185 -1 841 -1 756 -2 181 -2 168 -2 457 -1 968 -1 404 -1 169 -1 005 -790 -2 060 -2 219 -2 093 -1 082

Profit for the period 4 320 5 358 4 826 4 478 7 503 6 252 6 497 5 255 3 653 3 584 2 919 2 822 7 045 6 442 6 592 4 346

Attributable earnings 4 189 5 093 4 581 4 276 7 129 6 067 7 995 12 070 3 497 4 436 2 764 2 661 6 461 5 975 6 022 4 287

Headline earnings from continuing operations 4 332 5 124 4 595 4 179 7 003 5 639 4 813 5 043 3 468 3 376 2 772 2 747 6 479 6 167 6 004 4 441

Key data

Other operating income (% of total income) 48.4% 45.6% 47.9% 44.8% 51.0% 49.0% 52.8% 54.8% 46.2% 46.9% 45.1% 45.3% 51.1% 49.1% 52.2% 53.3%

Net interest margin (% of total assets) 3.0% 3.6% 3.5% 3.3% 3.4% 3.3% 3.1% 2.5% 3.3% 3.3% 3.1% 1.6% 2.91% 3.1% 2.8% 2.7%

Net interest margin (% of average interest earning advances) 3.9% 4.2% 4.1% 4.2% 5.2% 4.6% 4.9% 4.3% 3.5% 3.5% 3.4% 3.4% 4.08% 4.2% 3.8% 3.7%

Standardised efficiency ratio 54.9% 56.3% 55.0% 58.8% 53.7% 58.9% 54.3% 55.3% 55.5% 57.2% 55.9% 56.0% 59.4% 59.9% 58.2% 65.7%

Return on equity 13.8% 16.6% 16.2% 15.2% 21.9% 19.5% 19.4% 18.0% 14.1% 15.0% 12.2% 12.9% 13.8% 13.5% 14.3% 10.5%

Total number of staff 34 244 35 200 36 535 36 770 36 398 35 526 34 612 34 200 28 678 28 494 28 210 27 525 45 755 46 375 46 037 48 125

Capital ratios

Tier 1 14.3% 14.1% 13.9% 12.8% 13.2% 14.0% 15.0% 13.6% 12.1% 12.6% 12.4% 11.7% 11.0% 12.0% 12.4% 12.9%

Tier 2 2.6% 2.6% 2.8% 2.7% 1.5% 1.4% 1.5% 1.7% 2.3% 2.7% 2.8% 3.3% 2.5% 2.3% 2.4% 2.4%

Total 16.9% 16.7% 16.7% 15.5% 14.7% 15.4% 16.5% 15.3% 14.4% 15.3% 15.2% 15.0% 13.5% 14.3% 14.8% 15.3%
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Key banking statistics

R millions ASA FSR NED SBK

1H12 2H11 1H11 2H10 1H12 2H11 1H11 2H10 1H12 2H11 1H11 2H10 1H12 2H11 1H11 2H10

Balance sheet

Total assets 808 806 786 719 707 327 730 020 769 765 763 514 700 146 695 809 670 021 648 127 609 875 608 718 1 296 030 1 257 361 1 137 688 1 107 986

Gross loans and advances 577 734 573 066 526 371 536 275 535 704 508 253 474 566 461 503 525 071 507 545 483 384 486 499 833 154 818 996 759 488 730 131

Total deposits 483 707 479 299 415 695 403 004 606 281 595 200 553 657 543 713 536 944 521 115 493 974 490 440 916 473 886 823 847 398 792 736

Risk weighted assets 426 452 424 489 408 397 422 713 471468 415 121 385 190 378 490 362 022 331 980 323 562 323 681 797 659 710 725 654 405 620 064

Asset quality & provisioning

Non-performing loans 33 029 35 536 39 258 39 641 18 666 18 366 19 790 21 117 21 838 23 073 25 241 26 765 32 606 32 225 37 691 41 929

Impairments -13 029 -12 131 -13 502 -13 902 -11 197 -9 995 -9 973 -9 844 -11 545 -11 497 -11 466 -11 226 -16 253 -15 185 -16 016 -17 106

Collective provisions -2 294 -2 254 -2 123 -2 087 -4 892 -3 779 -3 457 -3 117 -3 027 -2 748 -2 440 -2 154 -5 606 -5 410 -5 133 -4 884

Individually assessed provisions -10 735 -9 877 -11 379 -11 815 -6 305 -6 216 -6 516 -6 727 -8 518 -8 749 -9 026 -9 072 -10 647 -9 775 -10 883 -12 222

Non-performing loans (% of advances) 6.8% 6.2% 7.3% 7.3% 3.5% 3.6% 4.2% 4.6% 4.2% 4.5% 5.2% 5.5% 3.9% 3.9% 5.0% 4.8%

Impairment charge (% of average advances) 1.6% 0.84% 1.18% 0.8% 1.1% 0.8% 0.9% 0.9% 1.1% 1.1% 1.2% 1.3% 1.0% 0.9% 0.8% 1.0%

Impairment coverage ratio 33.2% 34.1% 34.4% 35.1% 60.0% 54.4% 50.4% 46.6% 52.9% 49.8% 45.4% 41.9% 49.8% 53.1% 40.3% 48.6%

Implied loss given default 32.5% 27.8% 29.0% 29.8% 33.8% 33.8% 32.9% 31.9% 39.0% 37.9% 35.8% 33.9% 32.7% 37.9% 25.9% 34.7%

Profit & loss analysis

Net interest income 11 909 12 807 11 622 12 047 12 964 11 905 10 730 9 771 9 642 9 351 8 683 8 526 15 794 15 613 13 414 12 487

Non-interest revenue 11 174 10 723 10 680 9 761 13 517 11 455 11 981 11 863 8 265 8 273 7 139 7 057 16 504 15 078 14 646 14 245

Total operating income 23 083 23 530 22 302 21 808 26 481 23 360 22 711 21 634 17 907 17 624 15 822 15 583 32 298 30 691 28 060 26 732

Total operating expenses -13 011 -13 820 -12 761 -13 249 -14 383 -13 380 -12 104 -12 348 -10 182 -10 334 -9 090 -8 943 -19 826 -18 998 -16 812 -17 983

Core earnings 10 072 9 710 9 541 8 559 12 098 9 980 10 607 9 286 7 725 7 290 6 732 6 640 12 472 11 693 11 248 8 749

Impairment charge -4 020 -2 179 -2 902 -2 301 -3 510 -1 961 -2 015 -2 277 -2 702 -2 539 -2 792 -2 944 -3 945 -3 522 -2 914 -3 604

Other income/(expenses) 35 12 28 -24 1 096 401 362 214 34 2 -16 -84 147 100 96 283

Discontinued operations – – 431 390 255

Income tax expenses -1 767 -2 185 -1 841 -1 756 -2 181 -2 168 -2 457 -1 968 -1 404 -1 169 -1 005 -790 -2 060 -2 219 -2 093 -1 082

Profit for the period 4 320 5 358 4 826 4 478 7 503 6 252 6 497 5 255 3 653 3 584 2 919 2 822 7 045 6 442 6 592 4 346

Attributable earnings 4 189 5 093 4 581 4 276 7 129 6 067 7 995 12 070 3 497 4 436 2 764 2 661 6 461 5 975 6 022 4 287

Headline earnings from continuing operations 4 332 5 124 4 595 4 179 7 003 5 639 4 813 5 043 3 468 3 376 2 772 2 747 6 479 6 167 6 004 4 441

Key data

Other operating income (% of total income) 48.4% 45.6% 47.9% 44.8% 51.0% 49.0% 52.8% 54.8% 46.2% 46.9% 45.1% 45.3% 51.1% 49.1% 52.2% 53.3%

Net interest margin (% of total assets) 3.0% 3.6% 3.5% 3.3% 3.4% 3.3% 3.1% 2.5% 3.3% 3.3% 3.1% 1.6% 2.91% 3.1% 2.8% 2.7%

Net interest margin (% of average interest earning advances) 3.9% 4.2% 4.1% 4.2% 5.2% 4.6% 4.9% 4.3% 3.5% 3.5% 3.4% 3.4% 4.08% 4.2% 3.8% 3.7%

Standardised efficiency ratio 54.9% 56.3% 55.0% 58.8% 53.7% 58.9% 54.3% 55.3% 55.5% 57.2% 55.9% 56.0% 59.4% 59.9% 58.2% 65.7%

Return on equity 13.8% 16.6% 16.2% 15.2% 21.9% 19.5% 19.4% 18.0% 14.1% 15.0% 12.2% 12.9% 13.8% 13.5% 14.3% 10.5%

Total number of staff 34 244 35 200 36 535 36 770 36 398 35 526 34 612 34 200 28 678 28 494 28 210 27 525 45 755 46 375 46 037 48 125

Capital ratios

Tier 1 14.3% 14.1% 13.9% 12.8% 13.2% 14.0% 15.0% 13.6% 12.1% 12.6% 12.4% 11.7% 11.0% 12.0% 12.4% 12.9%

Tier 2 2.6% 2.6% 2.8% 2.7% 1.5% 1.4% 1.5% 1.7% 2.3% 2.7% 2.8% 3.3% 2.5% 2.3% 2.4% 2.4%

Total 16.9% 16.7% 16.7% 15.5% 14.7% 15.4% 16.5% 15.3% 14.4% 15.3% 15.2% 15.0% 13.5% 14.3% 14.8% 15.3%
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