ABSA GROUP LI M TED

(I'ncorporated in the Republic of South Africa)
(Regi stration nunber: 1986/003934/06)

I SIN:. ZAEO00067237

JSE share code: ASA

| ssuer code: AVAGB

(Absa, Absa Group or the G oup)

ABSA GROUP LI M TED: PRCFIT AND DI VI DEND ANNOUNCEMENT
AUDI TED FI NANCI AL RESULTS FOR THE YEAR ENDED 31 DECEMBER 2008

GROUP SALI ENT FEATURES

Year ended
31 Decenber
2008 2007! Change
(Audi t ed) (Audi t ed) %
I ncone statenent (Rm
Headl i ne ear ni ngs? 9 908 9 413 5 3
Profit attributable to ordinary
equity hol ders of the G oup 10 592 9 595 10, 4
Bal ance sheet (Rm
Total assets 773 758 640 909 20, 7
Loans and advances to customners 532 171 455 958 16,7
Deposits due to custoners 382 281 310 512 23,1
Fi nanci al performance (%
Return on average equity 234 27.2
Return on average assets 1,37 1,68
Qperating performance (%
Net interest margin on average
assets 3,02 3,37
Net interest margin on average
i nterest-bearing assets 3,63 3,83
| mpai rmrent | osses on | oans and
advances as % of average | oans and
advances to custoners
G oup 1,19 0, 58
Ret ai | banki ng 1,68 0,74
Non- per f ormi ng advances as % of
| oans and advances to custoners 3.5 1.8




Year ended
31 Decenber
2008 20071 Change
(Audi t ed) (Audi t ed) %
Non-interest income as % of total
operating incone 49, 2 47,0
Cost-to-incone ratio 49, 4 51,7
Effective tax rate, excluding
i ndirect taxation 26,1 28,8
Share statistics (million)
Nunber of shares in issue 680, 3 678, 6
Wi ght ed average nunber of shares 675, 7 671,5
Wei ght ed average dil uted nunber of
shar es 702, 8 716, 4
Share statistics (cents)
Ear ni ngs per share 1 567,5 1 428,9 9,7
Di | uted earnings per share 1 509,5 1 341,4 12,5
Headl i ne earni ngs per share 1 466, 2 1 401, 9 4,6
Di | uted headl i ne earnings per share 1 412,1 1 316,1 7,3
Di vi dends per ordinary share
relating to income for the year 595, 0 560, 0 6,3
Di vi dend cover (tines) 2,5 2,5
Net asset val ue per share 6 950 5 537 25,5
Tangi bl e net asset val ue per share 6 809 5 493 24,0
(Unaudi t ed) (Unaudi t ed)
Capi tal adequacy (%3
Absa Bank 14,0 12,5
Absa Group 14,1 13,1
Not es

1

2

3

Refer to the “reclassifications” section for the restatement of prior year figures.
After allowing for R457 mllion (Decenber 2007: R313 mllion) profit

preference equity holders of the G oup

Decenmber 2007 reflect Basel | nunbers as previously published

attributable

to



GROUP | NCOVE STATEMENT

Year ended
31 Decenber
2008 2007
(Audi t ed) (Audi t ed) Change
Rm Rm %
Net interest income 21 795 18 890 15,4
Interest and simlar incone 75 949 55 123 37,8
I nterest expense and simlar
char ges (54 154) (36 233) (49,5)
| npai rment | osses on | oans and
advances (5 839) (2 433) >(100, 0)
Net interest inconme after inpairnment
| osses on | oans and advances 15 956 16 457 (3,0
Net fee and conmi ssion incone 13 343 11 600 15,0
Fee and conmi ssi on i ncone 1.1 14 804 12 873 15,0
Fee and comm ssion expense (1 461) (1 273) (14, 8)
Net insurance prem um incone 3 511 3 192 10,0
Net insurance clainms and benefits
pai d (1 890) (1 603) (17,9)
Changes in investnent and insurance
liabilities (70) (489) 85,7
Gai ns and | osses from banki ng and
trading activities 1.2 3 642 1 650 >100, 0
Gains and | osses from i nvest nent
activities 1.3 1 064 1 561 (31, 8)
O her operating incone 1 515 845 79, 3
Operating incone before operating
expenses 37 071 33 213 11, 6
Operating expenditure (21 935) (19 209) (14, 2)
Qper ati ng expenses 2.1 (21 193) (18 442) (14,9
O her inmpairnments 2.2 (18) (58) 69,0
I ndi rect taxation (724) (709) (2,1)
Share of retained earnings from
associ ates and joint ventures 73 73 -
Qperating profit before incone tax 15 209 14 077 8,0
Taxati on expense (3 966) (4 052) 2,1
Profit for the year 11 243 10 025 12,1
Attributable to:
Odinary equity hol ders of the G oup 10 592 9 595 10, 4




Year ended

31 Decenber
2008 2007
(Audi t ed) (Audi t ed) Change
Rm Rm %
Mnority interest — ordinary shares 194 117 65. 8
Mnority interest — preference
shar es 457 313 46.0
11 243 10 025 12,1
Headl i ne earni ngs 3 9 908 9 413 5 3
NOTES TO THE FI NANCI AL RESULTS
1. NON- | NTEREST | NCOVE
Year ended
31 Decenber
2008 2007
(Audi t ed) (Audi t ed) Change
Rm Rm %
1.1 Fee and conmi ssion incone
Credit-rel ated fees and commi ssions 11 099 9 611 15,5
Cheque accounts 3 027 2 575 17,6
Credit card accounts 1 624 1 551 4,7
Early redenption penalty incone 174 196 (11, 2)
El ect roni ¢ banki ng 3 021 2 657 13,7
For ei gn exchange fees and
conmi ssi ons 316 285 10,9
Savi ngs accounts 2 111 1 801 17,2
Sundry conmm ssi ons 826 546 51,3
Asset managenent and ot her rel ated
fees 124 123 0,8
Consul ting and actuarial fees 206 162 27,2
Ext ernal admi nistration fees 326 217 50, 2
| nsurance conm ssion received 962 877 9,7
Pensi on fund payment services 526 489 7,6
Portfolio and other managenent fees? 238 255 (6,7)
Project finance fees 686 513 33,7




Year ended

31 Decenber
2008 2007
(Audi t ed) (Audi t ed) Change
Rm Rm %
Trust and estate incone’ 259 228 13,6
Unit and property trust incone? 281 310 (9,4)
O her 97 88 10. 2
14 804 12 873 15.0
Not e
! Di sclosed as part of trust and
fiduciary activities.
1.2 Gains and | osses from banki ng and
trading activities
Net gains on investnents 1 244 875 42,2
Designated at fair value through
profit or |oss 1 244 873 42,5
Profit on disposal of and dividend
i ncome from associ ates and j oi nt
vent ur es - 2 (100, 0)
Net tradi ng i ncone 2 111 1 097 92, 4
Econom ¢ hedges 304 (393) 5100, 0
O her (including ineffective
portions) (17) 71 >(100, 0)
3 642 1 650 >100, 0
1.3 Gains and | osses frominvest nment
activities
Desi gnated at fair val ue through
profit or |oss 1 045 1 484 (29, 6)
Net investment gains frominsurance
activities 1 010 1 393 (27,5)
EgL{SZE?Lder - investnment 492 579 (15, 0)
Engfnggder - insurance 113 243 (53, 5)
Shar ehol der funds 405 571 (29, 1)
Q her investnment gains 35 91 (61, 5)




Year ended

31 Decenber
2008 2007
(Audi t ed) (Audi t ed) Change
Rm Rm %
Profit on disposal of and dividend
i ncome from associ ates and j oi nt
vent ures 31 41 (24, 4)
(Loss)/profit on disposal of
subsi di ari es (12) 36 >( 100, 0)
1 064 1 561 (31, 8)




2. OPERATI NG EXPENDI TURE

Year ended
31 Decenber
2008 2007
(Audi t ed) (Audi t ed) Change
Rm Rm %
2.1 Operating expenses
Property and equi pnent-rel at ed
Accommmodati on costs 1 777 1 416 (25,5)
Anortisation 150 85 (76,5)
Depreci ati on 856 780 (9,7)
Equi pment rental and mai nt enance 278 295 5,8
I nsurance prem uns 131 239 45, 2
Pr of essi onal fees
Audi tors' renuneration 89 73 (21,9
O her professional fees 1 136 1 254 9,4
Staff-rel ated
Staff costs 9 907 8 277 (19, 7)
I ncentive schemes and share-based
paynent s 1 697 1 667 (1,8)
O her
Cash transportation costs 413 347 (19, 0)
Cl earing and bank charges 137 152 9,9
Conmuni cation and printing 1 100 970 (13, 4)
Frauds and | osses 290 224 (29,5)
I nformati on technol ogy costs 1 489 1 185 (25,7)
I nvest ment property charges 7 - (100, 0)
Mar keting and advertising costs 961 931 (3,2
Travel ling and entertai nnent 383 333 (15,0)
O her operating expenses 392 214 (83, 2)
21 193 18 442 (14,9)
2.2 O her inmpairnments
Fi nanci al instruments 30 - (100, 0)




Year ended

31 Decenber
2008 2007
(Audi t ed) (Audi t ed) Change
Rm Rm %
Avai |l abl e-for-sale instrunents 1 - (100, 0)
O her assets 29 - (100, 0)
O her (12) 58 >100, 0
Conput er software devel opnent costs 1 21 95,2
Repossessed Properties (13) 37 >100, 0
18 58 69,0
3. DETERM NATI ON OF HEADLI NE EARNI NGS
Year ended
31 Decenber
2008 2007
(Audi t ed) (Audi t ed) Change
Rm Rm %
Headl i ne earnings! is deternined
as foll ows:
Profit attributable to ordinary
equity hol ders of the G oup 10 592 9 595 10,4
Adj ustments for:
IAS 16 net profit on disposal of
property and equi pnent (37) (57) 35,1
I AS 21 recycled foreign currency
transl ation reserve, disposal of
i nvestnent in foreign operations (38) (29) (31,0)
I AS 27 net loss/(profit) on
di sposal of subsidiaries 17 (26) >100, 0
IAS 28 and 31 net profit on
di sposal of associates and joint
vent ures (29) (31) 6,5
I AS 28 headl i ne earnings
conponent of associates’ and
joint ventures’' earnings (53) (45) (17, 8)
I AS 38 net profit on disposal of
and inpai rment of intangible
assets (636) (43) >(100. 0)
I AS 39 rel ease of avail abl e-for-




Year ended

31 Decenber
2008 2007
(Audi t ed) (Audi t ed) Change
Rm Rm %
sal e reserves 91 49 85,7
I AS 39 inpairnent of
avai | abl e-for-sal e assets 1 - 100, 0
Headl i ne ear ni ngs 9 908 9 413 5,3

! The net anount

Not e

is reflected after taxation and minority interest.




GROUP BALANCE SHEET

31 Decenber
2008 2007
(Audi t ed) (Audi t ed) Change
Rm Rm %
Asset s
Cash, cash bal ances and bal ances
with central banks 24 847 20 629 20,4
Statutory liquid asset portfolio 33 043 22 957 43,9
Loans and advances to banks 44 662 54 025 (17, 3)
Trading portfolio assets 78 879 25 824 >100, 0
Hedgi ng portfolio assets 3 139 725 >100, 0
O her assets 16 397 24 303 (32,5)
Current tax assets 23 185 (87, 6)
Loans and advances to custoners 532 171 455 958 16,7
Rei nsurance assets 903 485 86, 2
I nvest nent s 26 980 29 792 (9,4)
Investments in associates and joint
vent ur es 2 144 1 004 >100, 0
I nt angi bl e assets 957 301 >100, 0
I nvest nent property 667 - 100, 0
Property and equi pnent 6 208 4 610 34,7
Deferred tax assets 243 111 >100, 0
Non—current assets hel d-for-sale 2 495 - 100, 0
Total assets 773 758 640 909 20,7
Liabilities
Deposits from banks 54 633 58 033 (5,9)
Trading portfolio liabilities 72 737 34 919 >100, 0
Hedgi ng portfolio liabilities 1 080 2 226 (51,5)
O her liabilities and sundry
provi si ons 14 785 12 301 20,2
Current tax liabilities 385 183 >100, 0
Deposits due to custoners 382 281 310 512 23,1
Debt securities in issue 165 900 156 424 6,1
Liabilities under investnent
contracts 10 377 7 908 31,2
Pol i cyhol der liabilities under
i nsurance contracts 3 076 3 318 (7,3)




31 Decenber

2008 2007
(Audi t ed) (Audi t ed) Change
Rm Rm %
Bor rowed funds 1 12 296 9 949 23,6
Deferred tax liabilities 2 834 2 576 10,0
Non-current liabilities held-for-
sal e 408 - 100, 0
Total liabilities 720 792 598 349 20,5
Equity
Capital and reserves
Attributable to ordinary equity
hol ders of the G oup:
Share capital 1 354 1 350 0,3
Share prem um 2 251 2 292 (1, 8)
O her reserves 3 010 384 >100, 0
Ret ai ned ear ni ngs 40 665 33 549 21,2
47 280 37 575 25,8
Mnority interest — ordinary shares 1 042 341 >100, 0
Mnority interest — preference shares 4 644 4 644 -
Total equity 52 966 42 560 24,5
Total equity and liabilities 773 758 640 909 20,7
Contingent liabilities — banking
rel ated 59 727 53 197 12,3




NOTES TO THE FI NANCI AL RESULTS
1. BORRONED FUNDS

Year ended
31 Decenber
2008 2007
(Audi t ed) (Audi t ed) Change
Rm Rm %
Subor di nated cal | abl e notes
14, 25% ( AB02) 3 100 3 100 -
10, 75% ( AB0O3) 1 100 1 100 -
3-month JIBAR + 0, 75% ( AB04) 400 400 -
8, 75% ( AB0O5) 1 500 1 500 -
8, 10% ABO6) 2 000 2 000 -
8, 80% ( ABO7) 1725 1725 -
3-nonth JIBAR + 0,97% (3. 97% Nacs) 86 - 100, 0
3-nmonth JIBAR + 0, 97% (6. 25% Nacs) 994 - 100, 0
3-nonth JIBAR + 1,00% (6. 25% Nacs) 179 - 100, 0
3-nmonth JIBAR + 1,09% (6. 25% Nacs) 361 - 100, 0
3-nonth JIBAR + 1.20% (6. 25% Nacs) 266 - 100, 0
Accrued interest 379 297 27,6
Fair val ue adjustment? 54 (326) >100, 0
Redeemabl e curul ati ve opti on-hol di ng
preference shares
152 153 (0,7)
Shares issued 158 158 -
El i m nati on of Absa Goup Limted
Enpl oyee Share Ownership
Admi ni strative (ESOP) Trust (4) (5) 20,0
Redenpti on of preference shares by
Absa Group Limted Enpl oyee Share
Omnershi p Administrative (ESOP) Trust (8) (7) (14, 3)
Accrued di vi dend 6 7 (14, 3)
12 296 9 949 23,6

Not e
1 The fair value adjustnent relates to subordinated callable | oans designated as hedged item

in a hedging rel ationship.



GROUP STATEMENT OF CHANGES IN EQUITY

Year ended 31 Decenber

2008 2007
(Audi t ed) (Audi t ed) Change
Rm Rm %
Share capital 1 354 1 350 0.3
Openi ng bal ance 1 350 1 338 0.9
Shares i ssued 3 13 (76,9)
Transfer from share-based paynent
reserve - 0 (100. 0)
Share buy-back in respect of Absa
G oup Limted Share Incentive Trust (0) (0) -
El i minati on of treasury shares held
by Absa Group Limted Share
Incentive Trust 1 (0) >100. 0
El i mination of treasury shares held
by Absa Life Limted and Absa Fund
Managers Linmited 0 (1) >100.0
El i minati on of treasury shares held
by Absa Group Limted Enpl oyee
Share Omnership Adm nistrative
(ESOP) Trust (0) (0) -
Share prem um 2 251 2 292 (1.8)
Openi ng bal ance 2 292 2 067 10.9
Shar es i ssued 72 345 (79.1)
Transfer from share-based paynent
reserve 41 93 (55.9)
Share buy-back in respect of Absa
G oup Limted Share Incentive Trust (63) (130) 51.5
El i minati on of treasury shares held
by Absa Group Limted Share
Incentive Trust 7 (5) >100, 0
Eli m nati on of treasury shares held
by Absa Life Limted and Absa Fund
Managers Linmited (6) (73) 91,8
El i mination of treasury shares held
by Absa Group Linited Enpl oyee
Share Omnership Adm nistrative
(ESOP) Trust 5 (5) >100, 0

El i minati on of gains and | osses from

derivative instrunents on own




Year ended 31 Decenber

2008 2007
(Audi t ed) (Audi t ed) Change
Rm Rm %
shar es (97) - (100, 0)
O her reserves 3 010 384 >100, 0
Openi ng bal ance 384 412 (6,8)
Recl assification of investments in
associ ates and joint ventures to
i nvest nents - (22) 100, 0
Movenent in foreign currency
transl ation reserve 248 (60) >100, 0
Movenent in regul atory genera
credit risk reserve (434) 435 >(100, 0)
Movenent in avail abl e-for-sale
reserve (89) 60 >(100, 0)
Movenent in cash flow hedges reserve 2 660 (540) >100.0
Movenent in insurance contingency
reserve 22 20 10,0
Movenent in associates and joint
ventures’ retained earnings reserve 73 91 (19, 8)
Di sposal of associates and joint
ventures — rel ease of reserves (3) - (100, 0)
Shar e- based paynents for the year 193 82 >100, 0
Transfer from share-based paynent
reserve (44) (94) 53,2
Ret ai ned ear ni ngs 40 665 33 549 21,2
Openi ng bal ance 33 549 27 876 20,4
Recl assification of investments in
associ ates and joint ventures to
i nvest nents - 22 (100, 0)
Subsi diary step-up acquisition - 2 (100, 0)
Movenment in regul atory genera
credit risk reserve 434 (435) >100.0
Transfer to insurance contingency
reserve (22) (20) (10, 0)
Transfer to associates and joint
ventures’ retained earnings reserve (73) (91) 19,8
Di sposal of associates and joint
ventures — rel ease of reserves 3 - 100, O
Transfer from share-based paynent
reserve 3 1 >100, 0




Year ended 31 Decenber

2008 2007
(Audi t ed) (Audi t ed) Change
Rm Rm %
Share buy-back in respect of Absa
G oup Limted Share Incentive Trust 153 - 100, 0
Profit attributable to ordinary
equity hol ders 10 592 9 595 10,4
O dinary dividends paid during the
year (3 974) (3 401) (16, 8)
47 280 37 575 25,8
Mnority interest — ordinary shares 1 042 341 >100, 0
Openi ng bal ance 341 236 44,5
Acqui si tion/di sposal ) of
subsi di ari es 548 - 100, O
Q her reserve novenents (41) (12) >(100, 0)
Mnority share of profit 194 117 65, 8
Mnority interest — preference shares 4 644 4 644 -
Openi ng bal ance 4 644 2 992 55, 2
Shares i ssued - 1 658 (100, 0)
Costs incurred - (6) 100,0
Profit attributable to preference
equity hol ders 457 313 46, 0
Pref erence dividends paid during the
year (457) (313) (46, 0)
Total equity 52 966 42 560 24,5




GROUP CASH FLOW STATEMENT

Year ended

31 Decenber
2008 2007
(Audi t ed) (Audi t ed) Change
Rm Rm %
Net cash generated from operating
activities 3 236 6 995 (53,7)
Net cash utilised frominvesting
activities (1 737) (4 995) 65, 2
Net cash utilised from financing
activities (2 497) (193) >(100, 0)
Net (decrease)/increase in cash and
cash equival ents (1998) 1 807 >(100, 0)
Cash and cash equivalents at the
begi nni ng of the year 1 6 596 4 787 37,8
Ef fect of exchange rate novenments on
cash and cash equival ents 2 2 -
Cash and cash equivalents at the end
of the year 2 5 600 6 596 (15,1)
NOTES TO THE CASH FLOW STATEMENT
1. Cash and cash equivalents at the
begi nni ng of the year
Cash, cash bal ances and bal ances
with central banks 5 091 3 936 29,3
Loans and advances to banks 1 505 851 76, 9
6 596 4 787 37,8
2. Cash and cash equivalents at the
end of the year
Cash, cash bal ances and bal ances
with central banks 4 726 5 091 (7,2
Loans and advances to banks 874 1 505 (41,9)
5 600 6 596 (15,1)




PROFI T CONTRI BUTI ON BY BUSI NESS AREA

Year ended

31 Decenber
2008 2007*
(Audi t ed) (Audi t ed) Change
Rm Rm %
Banki ng operations
Retai | banki ng 1 3 706 4 943 (25,0)
Absa Wealth 27 46 (41, 3)
Retai | Bank 2 635 2 350 12,1
Absa Honme Loans 191 1 296 (85, 3)
Absa Card 554 706 (21,5)
Absa Vehicle and Asset Finance 299 545 (45,1)
Absa Corporate and Business Bank 1 2 806 2 167 29,5
Absa Capital 1 2 249 1 733 29, 8
Corporate centre 2 687 (17) >100, 0
Capital and funding centre 4 59 (93, 2)
Tot al banki ng 9 452 8 885 6, 4
Bancassur ance 1 597 1 502 6,3
Total earnings from busi ness areas 11 049 10 387 6, 4
Synergy costs (after tax) 3 - (479) 100,0
Mnority interest — preference
shares (457) (313) (46, 0)
Profit attributable to ordinary
equity hol ders 10 592 9 595 10,4
Headl i ne earni ngs adj ustnents (684) (182) >(100, 0)
Total headl i ne earnings 9 908 9 413 53




REVENUE CONTRI BUTI ON BY BUSI NESS AREA

Year ended
31 Decenber
2008 2007*
(Audi t ed) (Audi t ed) Change
Rm Rm %
Banki ng operations
Ret ai | banki ng 1 24 909 21 570 15,5
Absa Weal th 309 246 25,6
Ret ai | Bank 14 786 12 607 17,3
Absa Home Loans 4 179 3 891 7,4
Absa Card 3 057 2 476 23,5
Absa Vehicle and Asset Finance 2 578 2 350 9,7
Absa Corporate and Busi ness Bank 1 8 700 7 225 20,4
Absa Capital 1 5 348 3 869 38,2
Corporate centre 2 393 (323) >100, 0
Capital and funding centre 3 (16) 103 >(100, 0)
Tot al banki ng 39 334 32 444 21,2
Bancassur ance 3 576 3 202 11,7
Tot al revenue 42 910 35 646 20, 4
Not es

1. African operations have been split between Retail banking

Bank and Absa Capital during the year under review.

Absa Corporate and Business

2. In the current year Corporate centre includes the profit on VISA | PO shares and novenent

in provisions.

3. Synergies relate to the integration of Absa and Barclays following the acquisition by

Barclays of a mmjority share in Absa. Synergy costs are once-off

achi evi ng synergy benefits.

4. The conparative period has been restated for:

— Commercial Asset Finance was nobved from Retail banking

Busi ness Bank during the year under review

i ncurred

in

to Absa Corporate and

— Repossessed Properties was noved from Retail banking to Corporate centre during the

year under review.

— The African operations’ split is inline with the current business nodel




RECLASSI FI CATI ONS

GROUP BALANCE SHEET — 31 DECEMBER 2007

Recl assification of investnents in associates and joint ventures to investnents

(Audi t ed) (Audi t ed)
(As previously Recl assi -
Rm report ed) fications (Rest at ed)
Asset s
Cash, cash bal ances and bal ances
with central banks 20 629 - 20 629
Statutory liquid asset portfolio 22 957 - 22 957
Loans and advances to banks 54 025 - 54 025
Trading portfolio assets 25 824 - 25 824
Hedgi ng portfolio assets 725 - 725
O her assets 24 303 - 24 303
Current tax assets 185 - 185
Loans and advances to custoners 455 958 - 455 958
Rei nsurance assets 485 - 485
I nvest nent s 29 327 465 29 792
Investments in associ ates
and joint ventures 1 469 (465) 1 004
I ntangi bl e assets 301 - 301
I nvest ment property - - -
Property and equi pment 4 610 - 4 610
Deferred tax assets 111 - 111
Non—current assets held-for-sale - - -
Total assets 640 909 - 640 909
Liabilities
Deposits from banks 58 033 - 58 033
Trading portfolio liabilities 34 919 - 34 919
Hedgi ng portfolio liabilities 2 226 - 2 226
O her liabilities and sundry
provi si ons 12 301 - 12 301
Current tax liabilities 183 - 183
Deposits due to custoners 310 512 - 310 512
Debt securities in issue 156 424 - 156 424
Liabilities under investnent




(Audi t ed) (Audi t ed)
(As previously Recl assi -
Rm reported) fications (Rest at ed)
Asset s
contracts 7 908 - 7 908
Pol i cyhol der liabilities under
i nsurance contracts 3 318 - 3 318
Borrowed funds 9 949 - 9 949
Deferred tax liabilities 2 576 - 2 576
Non-current liabilities held-for-sale - - -
Total liabilities 598 349 - 598 349
Equity
Capital and reserves
Attributable to ordinary equity
hol ders of the G oup:
Share capital 1 350 - 1 350
Share prem um 2 292 - 2 292
O her reserves 406 (22) 384
Ret ai ned ear ni ngs 33 527 22 33 549
37 575 - 37 575
Mnority interest — ordinary shares 341 - 341
Mnority interest — preference shares 4 644 - 4 644
Total equity 42 560 - 42 560
Total equity and liabilities 640 909 - 640 909




GROUP | NCOVE STATEMENT — YEAR ENDED 31 DECEMBER 2007

Recl assi fication of

investments in associates and joint ventures to investnents

(Audi t ed) (Audi t ed)
(As previously Recl assi -
Rm report ed) fications (Rest at ed)
Net interest income 18 890 - 18 890
Interest and simlar income 55 123 - 55 123
I nterest expense and sinilar
char ges (36 233) - (36 233)
| npai rment | osses on | oans and
advances (2 433) (2 433)
Net interest incorme after inpairnment
| osses on | oans and advances 16 457 - 16 457
Net fee and conmi ssion incone 11 600 - 11 600
Fee and conmi ssion inconme 12 873 - 12 873
Fee and comm ssion expense (1 273) - (1 273)
Net insurance prem um incone 3 192 3 192
Net insurance clains and benefits paid (1 603) - (1 603)
Changes in investnent and insurance
liabilities (489) - (489)
Gai ns and | osses from banki ng and
trading activities 1 622 28 1 650
Gains and | osses from i nvest nent
activities 1 561 - 1 561
O her operating incone 845 - 845
Operating incone before operating
expenses 33 185 28 33 213
Qperating expenditure (19 209) - (19 209)
Oper ati ng expenses (18 442) - (18 442)
O her inpairnments (58) - (58)
I ndirect taxation (709) - (709)
Share of retained earnings from
associ ates and joint ventures 91 (18) 73
Qperating profit before incone tax 14 067 10 14 077
Taxati on expense (4 042) (10) (4 052)
Profit for the year 10 025 - 10 025
Attributable to:
O dinary equity hol ders of the G oup 9 595 - 9 595




(Audi t ed) (Audi t ed)
(As previously Recl assi -

Rm reported) fications (Rest at ed)
Mnority interest — ordinary shares 117 - 117
Mnority interest — preference shares 313 - 313

10 025 - 10 025

Headl i ne earni ngs 9 413 - 9 413

COMMENTARY ON THE CHANGE | N ACCOUNTI NG PCLI CY AND RECLASSI FI CATI ONS

Recl assi fications

1. Conmercial Property Fund investnent in associates and joint ventures

During the 2007 financial year Absa Corporate and Busi ness Bank | aunched the Commerci al
Property Finance (CPF) division. The CPF division’s aimis to identify and invest in property
devel opnents by obtaining an equity investnent in the identified conpany and/or provide
financing. The investnent portfolio was previously classified as investment in associates as

the equity investnment generally ranges between 20% and 50% of the conpany’s issued equity.

During 2008 these investnents were reclassified frominvestnents in associates to unlisted
i nvestnents being neasured at fair value through profit or |oss according to the scope

exclusion for venture capital organisations in |IAS 28, Investnents in Associ ates.

The val ue of the investnents reclassified fromthe investnent in associates category to the

unlisted investments category was R465 nillion.

PROFI T AND DI VI DEND ANNOUNCEMENT

Overvi ew

Absa Group Limted recorded an increase of 10,4%in attributable earnings for the year ended
31 Decenber 2008 fromR9 595 million to RLO 592 million. Headline earnings increased by 5,3%
fromR9 413 nmillion to RO 908 million. Headline earnings per share (HEPS) increased by 4,6%to
1 466,2 cents per share and fully diluted HEPS! increased by 7,3%to 1 412,1 cents per share

Key financial features include

e Revenue growth of 20,4%to R42 910 mllion.

! The dilution of headline earnings stems fromthe option rights to acquire shares issued to
Absa’ s bl ack economi c enpowerment partner Batho Bonke Capital (Proprietary) Limted (Batho
Bonke) and to the Goup’s share incentive schenes.



e An 8,0%increase in profit before tax.

e An inprovenent in the cost-to-income ratio to 49, 4%

e A6,3%increase in the full-year dividend to 595 cents per share.
e Areturn on average equity (RoE) of 23,4%

e A 140,0%rise in the inpairment charge to R5 839 mllion.

“Absa delivered a sound financial performance in a year characterised by significant gl obal
financial market turbul ence and chal |l engi ng macroeconom ¢ conditions in South Africa.
Proactive credit managenment, effective cost discipline and growth within the investnment and
comrer ci al banki ng busi nesses underpi nned the Group’s performance. These results bear
testinony to the successful inplenentation of our strategy to diversify earnings, nmaintain
asset quality and to nanage costs.”

Group Chief Executive, Steve Booysen

The Group experienced difficult trading conditions during the year which adversely inpacted
the performance of the Retail Bank. Consunmers in South Africa renmai ned under pressure as the
effect of higher inflation and interest rates resulted in slower business volume growth and an
i ncreasi ng nunber of accounts in arrears. As a result, the Retail Bank experienced an earnings
decline of 25, 0%

The whol esal e banki ng busi nesses, however, continued to produce robust operating perfornmances
with a contribution of 48,8% (2007: 37,7% to the Group’s overall earnings for the year,

of fsetting, to an extent, sone of the decline in the retail business. Earnings growh of 29,5%
was achi eved in Absa Corporate and Busi ness Bank (ACBB) and 29,8%in Absa Capital. The
Bancassurance busi ness recorded a 6,3% gromh in earnings as the solid underlying operating
performance of the cluster was adversely inpacted by the significant market volatility on

i nvestment portfolios.

The focus on deposit growth resulted in retail and comrercial deposits grow ng 32,4% and 29, 0%

respectively. Absa retains its nunber one market share position for individual deposits.?

The Group’s capital position remained sound with a Tier 1 capital ratio of 11,6% and total
capital ratio of 14,1% as at 31 Decenber 2008.

A final dividend of 330 cents per share has been declared, taking the dividend growth for the

full year to 6,3%w th a dividend cover of 2,5 tines.

The gl obal operating environment

The year under review was marked by considerable turnmoil in global financial markets. The
i nternational economy and banking sectors worl dwi de continue to suffer imense |osses.
Liquidity constraints, widening credit spreads and the onmi nous gl obal recession constitute

growi ng concerns for narket participants worl dwi de as the economic and financial environnment

2 As per SA narket share statistics BA 900 (Novenber 2008)



continues to deteriorate. Co-ordinated action is being taken by governments and regulators to

address these matters.

The donestic operating environnment

Prudent fiscal policies, a firmnonetary policy and a strong regul atory framework has neant
that the ramifications of the global financial crisis have been limted in South Africa to
date. Neverthel ess the country has not been imune to the global fallout. The domestic equity
mar ket suffered losses in line with international markets and the currency experienced

hei ghtened volatility arising fromthe risk aversion associated with emergi ng markets. Net
portfolio outflows of about R70 billion® in 2008, heightened concerns around the financing of
South Africa' s current account deficit which stood at 7,9% of gross donmestic product (GDP) in
the third quarter of 2008. This trend has continued into early 2009, with further net
portfolio outflows of around R7,4 billion recorded in January. d obal recessionary fears al so
led to a sharp drop in denmand for commodities such as oil and a consequent fall in prices

The gl obal financial crisis, along with a sl owdown in donestic demand, resulted in economic
activity slowing as GDP growth decelerated sharply to 0,2%in the third quarter of 2008 from
an annualised 5,1%in the second quarter, thereby recoding the slowest quarterly growh since
1998.

A persistent rise in inflation for nmost of 2008, underpinned by rising food and fuel prices
pronpted the South African Reserve Bank (SARB) to increase interest rates by a total of 100
basis points (bps) in 2008, representing a cunul ative increase of 500 bps from June 2006 to
June 2008. Consumer spendi ng power was eroded by the high interest rates and rising prices,
whi | e househol d i ndebt edness rose to record |l evels during the year. The consi derabl e pressure
on househol d budgets is reflected in the decline in consuner credit quality and noderation in
credit extension, as the appetite to take on additional debt eased. Private sector credit

ext ensi on noderated to 14, 0% year-on-year in Decenber 2008 from 23, 0% at the begi nning of the
year.

Wil e nost of 2008 was characterised by rising interest rates and inflation, rates were cut by
50 bps in Decenber and a further 100 bps in February 2009 following a noderation in the fue
price and food price inflation. This trend is expected to continue, assisted by changes in the
Consuner Price Index (CPl) calcul ation nethodol ogy. Moreover, the w deni ng donestic output gap
and decline in commodity prices are expected to exert further downward pressure on inflation.
Not wi t hst andi ng i ndications of declining inflation and a further easing of interest rates, the
donestic econony remains at risk. The possibility of a global recession, enmergi ng market risk
aversion, rand volatility and further job | osses constitute a growing threat to economc
recovery

The Group, therefore, expects the econony to remain under pressure during 2009.

Group performance

Bal ance sheet

The Group’s asset base as at 31 December 2008 increased by 20,7%to R773,8 billion, largely
attributed to growth in | oans and advances to custoners (which constitute 68, 8% of total

assets), trading and derivative assets and statutory |iquid assets.

% The Bond Exchange of South Africa and the JSE Limted data



During the year under review, the G oup focused on reducing its reliance on whol esal e fundi ng
by growi ng deposits. An inprovenent in the liability gearing ratio was achieved as a result of

a 23, 1% year-on-year growth of total deposits.

Loans and advances to custoners
Loans and advances to customers increased by 16, 7% to R532,2 billion compared with R455,9

billion in Decenber 2007, as a result of increasing retail and commercial business.

VWile the Goup recorded an 11,3% increase in retail advances, there was a slowdown in the
growth rate in line with the chall engi ng macroecononi ¢ environnent and the tighteni ng of
credit criteria. Retail nortgages increased by 12,2% while cheque account and retail

instal ment finance rose by 8,7% and 1,4%respectively. Credit card advances recorded a strong
i ncrease of 41,1% due to the acquisition of the Wholworths Financial Services (Proprietary)
Limted (WS) book on 1 Cctober 2008. However, credit card advances, excluding the WS book,

grew 8, 6% year -on-year.

ACBB i ncreased advances by 33,1% follow ng an inproved performance within the Large and
Medi um Busi ness lines. Strong growth in these segnments was driven by sustai ned conmerci al

credit demand and cross-selling to the existing custoner base.

Net asset val ue

The Group’s net asset value increased by 25,5%to 6 950 cents per share year-on-year. The cash
fl ow hedge reserve, which reflects interest rate hedging activity, increased from negative
R893 million to positive RL 775 million, following the decline in the swap rates across the
curve. This, together with the higher capital level of the Goup, culmnated in a | ower RoE of
23,4% at 31 Decenber 2008 conpared to 27,2%in Decenber 2007.

Capital to risk-weighted assets

Despite the difficult market conditions experienced during the period under review, the G oup
and Absa Bank Limted (Absa Bank) maintai ned sound capital adequacy |evels throughout the
year. At 31 Decenber 2008, the capital levels of the Goup were 11,6% (Basel | 31 Decenber
2007: 10,1% at Tier 1 level and total capital of 14,1% (Basel | 31 Decenber 2007: 13,1%. At
31 Decenber 2008, Absa Bank’s Tier 1 ratio stood at 11,0%and its total capital |evel at

14, 0%

While the Goup remains well capitalised, the market demand for bank-issued capital
instruments was limted by the deteriorating macroeconom ¢ environnent and the conti nuing
effects of the international credit crisis. The cost of raising capital also increased
substantially. The Group, therefore, focused on risk-wei ghted asset (RM) demand managenent,
free capital generation and the devel opment of innovative capital instrunents. In this regard:
e RWA growth was curtailed due to the slowdown in credit growh during the year, grow ng
only 12, 1% year-on-year. The Group placed a strong focus on RM relief by tightening
ri sk paraneters and net hodol ogi es, and taking cogni sance of the risk and reward profile

associ ated with assets;



e the Goup generated free capital of RL,8 billion, after provision for a dividend cover
of 2,5 tines headline earnings; and

e Absa Bank issued inflation-linked bonds valued at R1,9 billion during the period under
review, at spreads of between 97 and 120 bps above the three-nmonth JIBAR rate. These

bonds qualify as Tier Il capital.

Organic growh for the Group is not expected to be constrained by prevailing market
conditions, as it currently generates sufficient capital fromits operations to fund grow h.
In addition, the period during which the enmpowernent partners of the G oup, the Batho Bonke
consortium nmay exercise their right to acquire 73 mllion ordinary shares expires in July

2009 and this may lead to a further inflow of capital.

G ven the deterioration in the credit environment, the Goup is cognisant of the effect of
pro-cyclicality introduced by Basel Il and will continue to focus on naintaining appropriate
|l evel s of capital. The Goup has, therefore, increased the target capital adequacy ratios for
2009 to 10% (from 8,8% for Tier | capital and 13% (from 12% for the total capital adequacy
ratio. These ratios have al ready been achi eved.

I ncone st at enent

Net interest incone

Net interest income increased by 15,4%to R21 795 million, mainly as a result of growth in
total advances. The benefit received fromthe endowmrent effect on capital as a result of
increasing rates was offset by the higher cost of whol esale funding and continued reliance on
whol esal e fundi ng sources. As a result, the net interest margin on average interest-bearing
assets declined by 20 bps year-on-year to 3, 63%

Pressure on margins is likely to continue in line with the expected higher cost of funding.
The Group will also no |onger benefit fromthe positive endowent effect on capital due to the

expected declining interest rate cycle.

Non-i nterest income

Non-interest inconme increased by 26,0%to R21 115 million. Net fee and conmi ssion inconeg,

whi ch constitutes approxi mately 63, 2% of non-interest income, grew by 15, 0%to R13 343
mllion. This resulted largely fromincreased transaction fees and volunmes in the Retail Bank.

The Group’s trading incone increased by 92,4%to R2 111 million, following strong growh in
Secondary Markets activity within Absa Capital. Fee and other inconme declined as a result of a
| ower year-on-year contribution fromPrimary Markets as the proactive reduction of
underwiting risk, wdening of credit spreads, and reduced credit demand inpacted the vol une
of corporate activity deal flow.

G oss prem um vol umes renmai ned strong and short-terminsurance prem uns grew by 19,9% Long-

terminsurance prem uns remai ned flat year-on-year.



I nvest ment nmarkets renmi ned under pressure during the year under review, adversely inpacting
the value of the listed cormercial property portfolio within ACBB which declined by R166
mllion. This decline was offset by an increase in the valuation of the unlisted Conmerci al

Property Fund (CPF) investnents of RL72 million.

I nvest ment i ncone on sharehol ders’ funds of the Bancassurance busi ness al so decreased by 28, 2%
to R410 million (2007: R571 mllion).

Credit inpairnents

Credit inpairnents, as a percentage of average advances, increased to 1,19%from0,58%in
Decenber 2007. The inpairnent charge to the incone statenent increased by 140,0%to R5 839
mllion.

Retail inpairments increased sharply by 158,9%to R5 551 million, attributable to continued
financial pressure on the consunmer and declining asset values, particularly in the second half
of the year.

VWhile the credit quality of the corporate sector renmi ned sound, with inpairnments decreasing
marginally by 0,3%to R287 ml|lion, challenging global and |ocal macroeconom c conditions

began i npacting sone corporate and conmercial sectors, particularly in the fourth quarter of
the year. Currently, this risk is being addressed through strict credit risk criteria and a
focus on debt recovery. The Goup will remain vigilant and maintain its strong focus on the

robust nmanagerment of the credit risk processes in the year ahead.

| npai rment charges relating to Absa Capital were negligible.

Operati ng expenses

The cost-to-incone ratio inproved to 49,4% as i ncome growth exceeded cost grow h.

Qperating expenses increased by 14,9%to R21 193 million. This is attributed principally to
the growh in staff costs in the credit and collection operations, investnent in the growh of
the non-retail clusters such as Absa Capital and ACBB as well as the acquisition of the WS
book.

During the course of the year, the Goup inplenmented a range of efficiency initiatives and
cost managenment neasures. Consi derabl e enphasis was placed on bringing staff costs in |ine
wi th business vol unes across the G oup, which included the restructuring of the retail
operations. Focus has al so been placed on discretionary expenditure. These neasures wil |

continue into 2009.

Cluster perfornmance
Ret ai | Bank
Attributable earnings for the Retail Bank declined by 25,0%to R3 706 mllion (2007: R4 943

mllion). This decline resulted fromthe sl owdown in consuner spending, reduced demand for



| endi ng products and rising inpairnments. The Retail Bank increased its top-line incone by
15, 5% and contai ned cost growh to 14,7% The South African custoner base continued to grow,

increasing by 12,3%to over 10 million custoners.

Advances growth of 11, 3% was achi eved across all categories, with unsecured | ending products
i ncreasing by 26,2% The growth in unsecured | ending, along with the inclusion of the WS
book, resulted in a 1,5%change in the overall conposition of advances with secured | ending
now conpri si ng 85, 8% (2007: 87,3% of the total advances book.

Cust onmer deposits grew a robust 32,4%during the year. Innovative product offerings, including
initiatives such as the online opening of investment product accounts, coupled with
conpetitive pricing, resulted in strong gains in narket share. The Goup currently has the

| argest share of the individual deposit and advances market in South Africa®.

The overall interest margin on net assets showed a slight increase year-on-year, primarily due
to the strong growh in retail deposits, resulting in a reduced dependence on whol esal e

f undi ng.

Transaction vol une grow h across core products noderated during the year with vol unes
expandi ng by 5,2% The Retail Bank’s digital channels, however, recorded heal thy transaction
and custoner growth. Internet and Cell phone Banki ng transaction vol unes grew 25% and 74%
respectively. The nunmber of Internet Banking users increased by 14% and Absa becane the first

Sout h African bank to achieve one mllion Internet Banking users.

Consuner distress intensified during the year, follow ng the prolonged higher interest rate
cycle. In addition, collateral values in respect of vehicle and hone | oans were subjected to a
consi der abl e downward adjustnment in the second half of the year as econom c conditions
deteriorated. The inpairnment charge consequently increased by 158,9%to R5 551 nmillion
Accordingly, the inmpairnent ratio rose fromO0, 74% i n Decenber 2007 to 1,68%for the full year
2008. This rise was largely due to higher inpairments from Absa Hone Loans and Absa Vehicle
and Asset Finance, which increased 417,0%to R2 549 nmillion and 109,8%to R1L 177 nillion

respectively.

During the year under review, the collections process and credit criteria were regularly
reviewed. Stricter scorecard criteria, closer attention to affordability and the quality of
bureau information, as well as stricter |oan-to-value criteria on hone |oans and vehicle
finance, constituted sone of the actions taken to manage credit risk. The collections capacity

was al so enhanced by increasing the nunber of collectors during the year.

Rising inmpairments will remain a key risk to the Retail Bank in 2009. The focus will remain on
cost control, the further tightening of credit criteria and maintaining strong credit quality
at the right price.

4 SA market share statistics BA 900 (November 2008)



Absa Corporate and Busi ness Bank (ACBB)

ACBB increased its attributable earnings for the year by 29,5 %to R2 806 million. Tota
advances increased by 33,1%as a result of continued credit demand in the Large and Medi um
Business lines. A strong sales focus ained at grow ng deposits during the year resulted in a
29,0% increase in deposits. Wiile inpairments remained | ow, advance and deposit margins
decreased due to the higher cost of funding experienced during the second half of the year.
Equity nmarket volatility, however, resulted in a decline of RL66 mllion in the value of the
|isted commercial equity investnents, thereby diluting, to an extent, the robust underlying

performance of the cluster.

The inpairnment |loss ratio decreased fromO0,37% in Decenber 2007 to 0,28% as a result of the
material recovery of a bad debt in the second half of the year as well as the inplenmentation
of strict credit risk nmanagenent processes.

Non-interest income increased by 10,5%as a result of a 10,0% growth in transaction vol unes.
Cash and el ectroni c banki ng transactions increased 24, 7% and 11, 9% respectively. Custoner
nunmbers grew 2, 70% during the year and transaction incone on cheque and corporate overdraft
accounts increased by 11,3% representing 30, 1% of fee incone. Electronic banking fees grew by

15, 4% representing 18, 6% of fee incone.

ACBB wi |l continue to provide innovative solutions and service to its custoner base. The
business is also positioned to | everage off Absa Capital’s expertise in structuring conpl ex
transactions, and its international syndication and distribution capabilities.

Absa Capital

Absa Capital increased attributable earnings by 29,8%to R2 249 nillion, fromRlL 733 million
in 2007. This performance was driven by exceptional growth in the Secondary Markets and good
growh in the Primary Markets business units. The key factors driving growh have been Absa
Capital’s operating nodel and continuous inprovenent in the technology platform products and
di stribution.

The Secondary Markets business continues to inprove, |everaging off a strong working
relationship with Barclays Capital. Revenue for this business unit grew by 109, 9% and

contri buted 55,0% of Absa Capital’'s revenue. The growh in revenue is attributable to nore
effective risk managenent as well as increased trading volumes fromnew and existing clients,
br oadeni ng the product offering, nmarket volatility and the increased demand fromclients for
ri sk managenent products.

The revenue of Prinmary Markets grew by 14, 1% during the period and contributed 33, 1% of Absa
Capital’s revenue. Gven the current market conditions the business unit proactively
restricted the size of its underwiting positions, distributing nore risk upfront. The gl oba
credit crisis and the equity market declines have negatively inpacted |ocal financing product
deal flow. Primary Markets, however, continued to performwell due to the client-centric

busi ness nodel that delivers conprehensive international and |ocal solutions by |everaging off

Barcl ays Capital’s gl obal expertise and capabilities.



The revenue of the Equity Investnents and | nvestor Services business unit increased by 1,3%
and contributed 11, 9% of Absa Capital’s revenue. Revenue in the Private Equity portfolio was
positive in absolute ternms, but declined relative to the correspondi ng period for 2007. This
performance was driven by a conbination of |ower realisations, poor equity market conditions

and hi gher funding costs.

Bancassur ance

The Bancassurance cluster grew attributable earnings by 6,3%to RL 597 mllion for the year
under review, despite a challenging operating environment. This growth was under pi nned by
16,4% growm h in operating earnings. Investnment incone on sharehol ders’ funds however declined
by 28,2%to R410 million. Capital to the value of RL, 6 billion was returned to the Absa G oup
in 2008. This resulted froma focus on capital efficiency and a reduced risk profile on

i nvest nents backi ng policyholders’ liabilities and sharehol der capital

The Bancassurance cl uster achi eved an RoE of 39, 5% (Decenber 2007: 37, 8%

Distribution - The distribution capacity increased by 269 additional sales staff, conprising
i nsurance and financial advisers, tied agents and call centre agents. The diversification and
expansi on of the distribution channels is intended to increase custoner access to products and

services

Li fe assurance - Absa Life increased its operating earnings by 22,3%to R746 nillion. G oss
premiumincone remai ned flat year-on-year despite |ower credit-related busi ness vol unes. The
enbedded val ue of new business ambunted to R331 mllion (Decenber 2007: R213 million) driven
by strong perfornmances of nass market products and the introduction of ‘@Ease’, a standal one
ri sk product range that was | aunched early in 2008. Enbedded val ue earnings of R747 million
(Decenber 2007: R543 million,) represent a return of 35, 7% (Decenber 2007: 21,8%.

Short-terminsurance -The short-terminsurance industry was characterised by the hardening
underwiting cycle. However, Absa |Insurance increased underwiting profit to R263 nmillion on
the back of strong growth in gross witten prem uns which grew by 19,3% Prem um grow h was
driven by good growmh in both the personal and comerci al books, particularly in the
agriculture business as well as the introduction of ‘Absa idirect’. Caimlevels renained
chal l enging, rising by 23,0% The higher clainms arose from adverse weat her conditions,

increases in the incidence of notor accidents and the continuing escalation of repair costs.

Despite these factors, Absa short-terminsurance achieved a sound underwiting margin of 10,2%
(Decenber 2007: 11,5%.

Investments - Absa I nvestnents operating earnings declined by 3,7%to R289 m|lion. Net
inflows to nandates ot her than noney market anounted to R9,4 billion for the period, while
money market funds experienced net outflows of R2,4 billion. Assets under managenent declined

marginally fromR118 billion at the end of Decenber 2007 to R117 billion. The strategic focus
of the business is to grow the non-noney market assets under nanagenent. Absa |Investnents



continued to deliver an encouraging investnent performance with a nunber of its unit trusts

achieving top quartile performance over one-year and three-year periods

Fi duci ary services - Fiduciary operating earnings grew by 20,5%to R153 million. The
acquisition of the @enrand M B enpl oyee benefits and heal thcare busi nesses was finalised
during the period under review, adding critical mass to the cluster’s businesses. The

acqui red businesses were turned around to profitability.

The focus for the Bancassurance cluster in 2009 will be on the diversification of incone
streans and i nprovenent of cross-sell ratios, customer retention, and growmh in assets under

managenent .

Basi s of presentation and changes in accounting policy

The Absa Group’s annual financial statements have been prepared in accordance with

I nternational Financial Reporting Standards (IFRS)

The Group has elected to early adopt IFRS 8 - Operating Segnents, for the year ended 31
Decenber 2008. The statenent requires that an entity discloses information to enable users of
its financial statenents to evaluate the nature and financial effects of the types of business
activities in which it engages and the economic environnment within which it operates. This

i nformati on shoul d be disclosed in the same nmanner as presented to the entity's chief
operating decision-nmaker(s). The adoption of the standard had no i npact on the reported

profits or financial position of the G oup.

During the 2007 financial year, ACBB comenced with investnents in unlisted CPF-rel at ed
entities. The investnent portfolio was classified as investment in associates as the equity
i nvestments generally ranged between 20% and 50% of the conpany’s issued equity.

During 2008, these investnent were reclassified frominvestnents in associates to unlisted
i nvestments being neasured at fair value through profit and | oss according to the scope
exclusion for venture capital organisations in IAS 28 - Investnents in Associ ates.

The carrying value of the investnments reclassified fromthe ‘investnent in associates

category to the ‘unlisted investnents’ category was R465 mllion.

The Group’s results for the year ended 31 Decenber 2008 have been audited by the Goup’'s
audi tors, PricewaterhouseCoopers Inc. and Ernst & Young Inc. Their audit report is available
for inspection at the Group’s registered address, 3'% floor, Absa Towers East, 170 Main
Street, Johannesburg, 2001

Prospects and strategic focus

A obal recessionary conditions are expected to persist in the near termand hei ghtened ri sk
aversion and reduced capital flows to energing markets are likely to continue in 2009
Conditions facing the South African consumer are expected to remain difficult despite the
potential further easing of interest rates. Household spending is likely to remai n under
pressure should the enpl oynent market and consuner confidence |evels remain depressed
Therefore, the Group expects business volunes, particularly in the Retail Bank, to decline and

arrears and non-performng loans to increase. Margins are expected to remai n under pressure



due to the continued higher cost of funding. In addition, the Goup will no | onger benefit
fromthe positive endowrent effect on capital as the interest rate cycle eases.

In view of the challenging macroeconom ¢ conditions anticipated during the year ahead, the
strategic focus of the G oup will remain on

e protecting its position in the retail and comercial businesses through the disciplined
managerment of book quality, maintenance of strict credit criteria, strengthening the
col l ections capability and ensuring strong customer service and support;

e selectively growing market share by focusing on growh in deposits and custoner nunbers
maxi m sing cross-selling opportunities as well as enhancing transacti on vol unes and
asset pricing;

e nmintaining an ongoi ng focus on cost reduction; and

e efficient managenment and all ocati on of capital

G ven the chall enging conditions that |lie ahead, Absa will continue to inplenent conprehensive
nmeasures to protect future earnings. The Group remains well capitalised and has a strong

bal ance sheet enabling it to take advantage of growth opportunities as and when they arise.
The continuing efforts to diversify the Goup’s earnings base should underpin future financi al
performance. In particular, growth in the investment and commerci al banki ng busi nesses shoul d
remain positive, thereby nmitigating some of the slowdown in the retail business.

The Group remains conmtted to managi ng risk, preserving capital and maintaining current

Il evels of profitability for the year ahead.

Decl aration of final ordinary dividend nunber 45

Shar ehol ders are advi sed that the final ordinary dividend of 330 cents per ordinary share was
decl ared today, Mnday, 9 February 2009, bringing the total dividend to the year to 595 cents
per ordinary share. The final ordinary dividend is payable to sharehol ders recorded in the

regi ster of menbers of the Group at the cl ose of business on Friday, 6 March 2009.

In conpliance with the requirenments of STRATE, the electronic settlenment and custody system
used by the JSE Linmted, the follow ng salient dates for the paynent of the dividend are
applicabl e

Last day to trade cum divi dend Friday, 27 February 2009

Shares comence tradi ng ex dividend Monday, 2 March 2009

Record date Friday, 6 March 2009
Paynent date Monday, 9 March 2009

Share certificates may not be dematerialised or rematerialised between Monday, 2 March 2009
and Friday, 6 March 2009, both dates inclusive

On Monday, 9 March 2009, the dividend will be electronically transferred to the bank accounts
of certificated sharehol ders who use this facility. In respect of those who do not, cheques
dated 9 March 2009 will be posted on or about that date. The accounts of those sharehol ders
that have dematerialised their shares (which are held at their participant or broker) wll be
credited on Monday, 9 March 2009



On behal f of the board

S Martin

Group Secretary
Johannesbur g

9 February 2009

Enquiri es

Jacques Schi ndehitte

Group Executive Director

Absa Group Linmted

5th Fl oor, Absa Towers East, 170 Main Street,
Tel : +2711 350-4850, Fax: +2711 350-8433
E-mail: jacquessc@bsa. co. za

Jason Quinn

Group Financial Controller

Absa Group Limted

4th Fl oor, Absa Towers East, 170 Main Street,
Tel : +2711 350- 7565, Fax: +2711 350-6487
E-rmai |l : jason. qui nn@bsa. co. za

Sponsor

Johannesburg, 2001

Johannesbur g

Merrill Lynch South Africa (Proprietary) Limted



