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Global financial assets outpace growth of global GDP
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Higher capital mobility a major contributor to banking crises

Capital Mobility and the Incidence of Banking Crisis: ALl Countries, 1800-
Highs + 2007 T %

Share of Countnes
o0s T it aﬂmu{jﬂg Crisis, 3-vear o
T 30
191 S
08 T - o i
3 (nght scale)
0.7 T T
ad T
il T 20
¥ .1 i
g 05 e |-
L. Capital Mobility =
- . T 15
os L {left scale) I
0.3 T 1825 4
1860, ) 1
oz T
l L. T 3
01 + m
\ /]
Lowr o f f I ! I ! ! f f f f f I i

1500 1510 18520 1830 1540 1850 1860 1870 1830 1580 1800 IR10Q i920 1930 1940 1850 1960 1870 1980 1R20 2000

4 Source: Kennedy School of Government, Harvard University ©2009 Deloitte LLP. Private and confidential



Go East: Banks market cap

1999

Citigroup

Bank of America

Lloyds TSB

UBS

Bank of Tokyo - Mitsubishi
Bank One

Wells Fargo

HSBC

American Express

Chase Manhattan

Total

5 Source: DataStream and Deloitte Analysis ($millions): March 23 - 1999 vs. 2009

137,499
119,415
79,640
69,113
67,766
62,649
61,991
56,250
54,904
52,431

761,658

2009

Indl & Coml Bank of China
China Construction Bank
JP Morgan Chase

HSBC

Bank of China

Wells Fargo

Mitsubishi UFJ Financial
Banco Santander
Goldman Sachs

Bank of America

Total

140,299
129,007
108,454
104,187
89,520
73,441
61,279
60,194
51,688
49,931

818,067
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Proportion of profits from foreign markets
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~ - Asia is the only region to post a profit in 2008, domestic market incurred a loss
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Fine tuning regulations? - Major regulatory events

7

Financial
Services MIFID
Financial Institutions and Markets 5504
Reform, Recovery Act (UK) _
and Enforcement Act 2001 Banking
1989 Act
Bank Secrecy Sarbanes- %g%
Investment Act 1970 Oxley
Company Act
Act 1940 2002
Bank Holding International Gramm-Leach-
Glass Steagall Company Act Banking Act Bllley Act
Act 1933 1956 1978 1999
l l v l \ 4 l v v v
| 1930’s | 1980’s [ 1990’s | | 2000’s |
T 4 T y T y y
Securities Solvency 1 Riegle-Neal
Act Re-:l;a(]));m Interstate B?lsJeSI)II
1 Banki
933 Act 1986 o’ 2004
Branching
Securities Efficiency Act
Exchange Act 1999 Solvency II
1934 (EV)
USA PATRIOT
Act 2001
Basel I
1998

Source: SEC, FSA, US Treasury, HMT and Federal Reserve

©2009 Deloitte LLP. Private and confidential



Agenda

An era of liberalisation

Future landscape of financial markets

8 ©2009 Deloitte LLP. Private and confidential



Most significant financial crisis in a lifetime

2008

2009

Eastern European

2007

Barclays announces £1.3bn

RBS and HBOS announce

rights issue of .
9 Nomura acquires

China creates

Buffet invests a stimulus plan

$5bn in Goldman

Australia unveils

financial crisis arises

writedowns and
Bear Stearns MS posts $3.7bn loss £12bn and_ £4bn, Lehman’s Asia ops e .
hedge fund JPMC reveals respectively Germany injects stimulus plan US Fed
collapses $1.3bn write-down €500bn into credit Madoff ponzi announces
Bear Stearns markets scandal erupts purchase of USto
Abu Dhabi SWF sold to JPMC il Germany rescues $1.15 tn of purchase
BNP freezes invests $7.5bn in Citi for $2 a sh B&B nationalised Hypo Real Estate Ob i US Treasuries  $500 bn of
$2.2bn funds ’ Or vz a share and partially sold ama signs 00 bn o
due to China Inv C to Santander Aegon receives a $7_8sz Act toxic assets
sub-prime ina inv Lorp 3bn Euro lifeline into faw
exposure Corp invests o ML sold to BAC. UK Gov. to
$5bn in MS BoE nationalises Lehman files for inject £37bn
IKB announces Northern Rock bankruptcy into banks
$1bn loss US Got seizes Inceland’s
Fannie / Freddie major banks
nationalised
Aug SeP  Oct Nov Dec Jan Feb  Mar Apr May Jun Ju  Aug gep  Oct Nov Dec Jan Feb  Mar
Barclays raised
£7.3bn from
Abu Dhabi & )
. Goldman, IndyMac Qatar SWF's Gtzltnetr) askset
GIC invests Lehman and B&B cash call fails uy-bac
$11bn in UBS HSBC report for £300mn Lloyds and HBOS proposal
| merger approved
UBS. ML and Giti ¢ 0sses Dunfermine
, and Citl pos . . $700bn US buildin
losses for the quarter Far;]nl;a and Frleddle Emergency societ)?
BAC Carlyle’s $22bn alve tn vatie Economic UK Govt takes ~ collapses
c acqtmreij bond fund collapses US takes Stabilization controlling
ountrywide over AIG Act i
North Rock ¢ Government of stake in LBG
orthern Roc Barclays agrees to Iceland collapses
Bank run buy Lehman WaMu goes P
under, bought by Canada unveils
JP M Citi given additional
KIA, Korea Investment Goldman, Morgan organ go?/t assistance $40bn stimulus
American Home (_:OFP and Tem_asek become banks Mitsubishi UK Asset
invest $10bn in ML acquires Insurance Scheme
20% of MS

Mortgage bankrupt

Countrywide
Bank run
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Governance Risk and Controls framework
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In Control?: Best practice in short supply

Governance and controls performance

Governance leaders
e.g. have defensive and
sometimes an active approach
to governance and controls

Followers
e.g. beginning to move beyond
a passive approach to
governance and controls

32 percent of
companies

Governance laggards 45 percent of companies

e.g. see governance and controls as a ‘necessary evil’

23 percent of companies
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Reshaping of the financial services industry
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Is the long boom over?

Debt boom = asset price boom

360 7 Total credit market debt/US GDP, %
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Basis of competition is shifting in financial services

Today
“Focus on Cost”

Tomorrow
“Focus on Standardisation”

Yesterday
‘Focus on Growth’

= Sourcing is mostly fuelled by rising markets
and overheat metropolitan labour markets

Basis of = Lack of centralised strategy, silo mentality

" predominant

Competltlon = Emerging war for talent, resulting in high

attrition

Relatively less pressure on margins

Significant offshore operations consolidate, .
standardise and automate processes and .
technology .
= Unrelenting focus on costs efficiencies .
= Enterprise wide view of sourcing

Consolidation standards, platforms
Optimisation of global service delivery model
Lifting and Shifting end-to-end processes
Taking a portfolio based view of offshored
functions

1gource: Deloitte LLP ©2009 Deloitte LLP. Private and confidential
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Hallmarks of Success

e International markets and a business model to match

e Mass efficiency with focused premium service

e Consolidation with a purpose

e Winning the struggle for growth through stronger customer relations
e Transparency and compliance as a performance springboard

e Cracking the IT code value
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How the market may look: Some speculative strategies

Driving Theme Hypothetical examples Who?
Preference for stability over “Back to Basics Bank” LBG
growth

Opportunity to secure value by
leveraging scale

Need for differentiated deposit
gathering

Differentiating as customer

champion

17 Source: Deloitte Analysis

“International Arbitrage
Bank”

HSBC, Barclays,
Santander

“Convenience Bank”

ING Direct

“Ethical Bank”

Co-op, Post Office
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Liberalisation & globalisation - the future

After liberalisation — an issue we must address proactively, not reactively

Positive impact of globalisation of finance over the last decade

Is big beautiful in banking?

Developed world banks vs developing?

Regulation must be re-drawn, but investors have a big part to play
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