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Overview
Maria Ramos
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Solid performance

» One Absa strategy delivering

» Meeting our financial commitments

» Revenue growth

» Cost containment

» Returns

» Broad-based improvement

» Further strengthened our balance sheet
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Strengthened our balance sheet

» Increased high capital 
levels

» Further improved liquidity

» Grew deposits in target 
areas

» Strong credit rating

» Additional focus areas

» Sticky non-performing 
loans

» Loan book declined

Sources and uses of funding YoY (Rbn)
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Financial review
David Hodnett
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Improved performance

1H11 1H10
Change

%

Headline earnings (Rm) 4 595 3 862 19

Diluted headline earnings per share (cents) 638.5 535.9 19

Dividends per ordinary share (cents) 292 225 30

Net interest margin on average interest-bearing assets (%) 4.05 3.89

Credit loss ratio (%) 1.18 1.50

Cost-to-income ratio (%) 54.8 53.6

Return on equity (%) 16.2 15.0

Return on risk-weighted assets (%) 2.23 2.00

Return on assets (%) 1.31 1.08

Net asset value per share (cents) 8 116 7 420 9

Core Tier 1 capital adequacy ratio (%) 12.8 11.9
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Good earnings momentum

1H11
Rm

1H10
Rm

Change
%

Net interest income 11 622 11 293 3

Non-interest income 10 680 9 713 10

Total revenue 22 302 21 006 6

Credit losses (2 902) (3 704) 22

Operating expenses (12 218) (11 264) (8)

Other (515) (421) (22)

Taxation (1 841) (1 506) (22)

Headline earnings 4 595 3 862 19

Attributable earnings 4 581 3 842 19

3 826 3 862

4 595

1H09 1H10 1H11

1% 19%19%
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Headline earnings (Rm)
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Moderate net interest income growth

6 891 8 574 10 565 10 772 11 293 11 623

3.29% 3.31%
2.95%

1.97%

2.62%

3.04%

3.60% 3.74%

3.71% 3.58%
3.89% 4.05%

1H06 1H07 1H08 1H09 1H10 1H11

Net interest income (Rm)
Margin on average interest-bearing assets before credit losses (%)
Margin on average interest-bearing assets after credit losses (%)
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Hedging preserved net interest margin

YoY ∆ 
bps

Loans and advances to 
customers 13

• Change in client rates 13

• Change in composition 0

Deposits due to customers (6)

• Client pricing (5)

• Change in composition 5

• Endowment (6)

Capital (5)

Interest rate risk management 9

Other 5

Change in margin on interest-
bearing assets 16

% %

2008 2009 2010 2011
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Grew non-interest income in target areas

Non-interest income (Rm)
1H11 

Rm
Change

%
Mix

%

Retail net fees and 
commissions 5 098 4 47

ABB net fees and 
commissions 1 795 8 17

Financial Services 1 909 11 18

Markets – net trading results 1 301 5 12

Private Equity – revaluations 24 >100 0

CPF - revaluations (3) >(100) 0

Other investment income 73 >100 1

Other income 483 47 5

Total 10 860 10

10 209

9 713

10 860

1H09 1H10 1H11

10%5%5%
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NPL cover remains appropriate

1H11
%

2H10
%

1H10
%

Credit loss ratio

Retail Banking 1.46 1.08 1.90

• Mortgages 1.18 0.68 1.30

• Vehicle and asset finance 2.08 1.54 2.81

• Card 1.49 0.85 4.43

• Personal loans 4.83 3.24 6.49

• Retail Bank 1.25 3.05 2.07

Absa Business Bank 0.95 0.90 1.12

Absa Capital 0.12 0.07 0.23

Absa Group 1.18 0.91 1.50

1H11
%

1H10
%

NPL coverage ratio

28.1 28.7

18.8 18.9

43.4 40.1

71.5 79.9

60.5 64.1

75.9 69.4

29.0 29.8
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Containing costs a priority

1H11 
Rm

Change
%

Mix
%

Staff costs 6 623 13 54

Accommodation, 
property and 
equipment-related

2 084 10 17

Information technology 1 121 6 9

Communication and 
marketing 865 (1) 7

Professional fees and 
insurance 497 (9) 4

Cash transportation 380 13 3

Other 648 (5) 6

Total 12 218 8

53.6%

58.7%

54.8%

-15%

-12%

-2%

1H10 2H10 1H11

Cost-to-income ratio JAWS

Cost-to-income ratio (%)

11

Solid core deposit growth

Deposits due to customers (Rbn)
1H11 
Rbn

Change
%

Mix
%

Cheque accounts 117 10 29

Savings and 
investments 69 6 17

Fixed deposits 121 14 30

Call deposits 55 6 14

Other 36 20 10

Total 398 11 112 118

140 154

107
126

1H10 1H11

Retail Banking Absa Business Bank
Absa Capital

12



2011/08/04

7

329 331

119 118

65 59

1H10 1H11

Retail Banking Absa Business Bank
Absa Capital

Focussed loan strategy

Gross loans and advances to 
customers (Rbn)1H11 

Rbn
Change 

%
Mix

%

Retail Banking 331 1 65

• Credit cards 21 6 4

• Instalment finance 38 2 7

• Mortgages 248 0 49

• Other 24 (3) 5

Absa Business Bank 118 (1) 23

Absa Capital 59 (9) 12

Total 509 (1)
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Underlying returns improved

1H07
%

1H08
%

1H09
%

1H10
%

1H11
%

Income as a percentage of RWAs 10.6 11.6 10.9 10.9 10.8

Cost-to-income ratio 52.8 49.3 46.6 53.6 54.8

Credit losses as a percentage of income 5.9 10.8 23.0 17.6 13.0

Operating margin * 26.1 23.4 18.2 18.4 20.6

Return on risk-weighted assets 2.77 2.72 1.99 2.00 2.23

Financial leverage * 9.7 9.0 8.2 7.5 7.2

Return on equity 26.8 24.6 16.3 15.0 16.2

10

12

14

16

18

0.9
1.0
1.1
1.2
1.3
1.4
1.5
1.6
1.7
1.8

1H07 1H08 1H09 1H10 1H11

Return on assets

Average
accounting
leverage (RHS)

% x

14

* Note: Operating margin = headline earnings / total revenue; Financial leverage = average RWAs / average shareholders equity
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Core Tier 1 ratio increased further

11.7%

12.8%

52 bps
5 bps -2 bps -13 bps

106 bps -39 bps

FY10 Credit risk Equity risk Market risk Other Profit Dividend 1H11

15

Expected Basel impact on Core Tier 1 ratio

11.7%

~ 10%

~ 1.2%

~ 0.7%

FY10 Basel II Basel II.5 Basel III FY10 adjusted

16
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Good portfolio mix

Note: Bubble size represents headline earnings;  dotted bubbles represent1H10 and red 1H11; *RoE
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Return on regulatory capital (%)

Headline earnings growth YoY (%)

Absa Business Bank

Financial Services *

Retail Banking

Absa Capital

CoE 14.0%

Cluster performance
Louis von Zeuner
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1 611 2 64568
154

6 518
6 893

3 002
2 333

11 199
12 025

1H10 1H11

Retail Banking

1H11 1H10

Headline earnings 
(Rm) 1 737 993

Non-interest income / 
total revenue (%) 43.8 44.8

Cost-to-income ratio
(%) 57.3 58.2

Credit loss ratio (%) 1.46 1.90

Return on risk-
weighted assets (%) 2.12 1.33

Return on regulatory 
capital (%) 25.4 13.4

Financial performance

Profit before tax

Operating
expenses

Credit losses

Revenue

Other

19

7%

22%

64%
>100%

6%

Retail Banking

» Strong revenue growth in 
Home Loans

» Large improvement in 
Vehicle and Asset Finance 
credit losses

» Significantly lower credit 
losses in Card

» Good Personal Loans sales 
growth

» Retail Bank revenue largely 
flat

Headline earnings (Rm)

( 201)

35

586

170

403

33
181

811

303

409

1H10 1H11

>100% 38% 78% 1%>100%

Product performance

Home Loans Vehicle and 
Asset 

Finance

Card Personal 
Loans

Retail Bank

20
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Retail Banking

» Credit losses improved 22%

» Portion of performing rose

» 3-6 month delinquency book 
declined

» Legal book stabilised

» High debt review terminations

» More of legal book paying 

Loan quality improved

Legal accounts rehabilitated (Rm)

Home Loans legal book full payers (Rm)

1 303
1 479 1 577 1 600

1 782 1 786

1Q10 2Q10 3Q10 4Q10 1Q11 2Q11

514
421

687
631 673

767

1Q10 2Q10 3Q10 4Q10 1Q11 2Q11

21

Retail Banking

» Lower funding gap

» Grew core unsecured products

» Secured products grew 1%

» Card increased 6%

» Personal and Microloans grew 9%

» Lengthened deposits

» Proportion of high-margin deposits 
increased

» Maintained leading individual total 
loan and deposit market share

Balance sheet growth (%)

Balance sheet shape continues to improve

1

6

9

5

( 2)

7

11

5

YoY HoH annualised

Secured 
lending

Card Personal and 
Microloans

Deposits

22
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1 920 2 050

36 42

3 010 3 229

627 533

5 593
5 854

1H10 1H11

Absa Business Bank

1H11 1H10

Headline earnings 
(Rm) 1 378 1 296

Non-interest income / 
total income (%) 34.4 34.7

Cost-to-income ratio
(%) 55.2 53.8

Credit loss ratio (%) 0.95 1.12

Return on risk-
weighted assets (%) 1.91 2.18

Return on regulatory 
capital (%) 19.6 22.4

Financial performance

Profit before tax

Operating
expenses

Credit losses

Revenue

Other

23

5%

15%

7%

7%

17%

Absa Business Bank

» Grew deposits in target areas

» Margin narrowed, despite 
better front book pricing

» Diversifying loan book

» Solid core non-interest 
revenue growth

» Equity disposals reduced 
revenue

» Lower impairments

» Single-digit cost growth

Headline earnings (Rm)

1 296

1 342

1 378

1 497

Headline earnings Headline earnings excluding
equity portfolio

1H10 1H11

Strong underlying growth

6% 12%

24
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627 

533 

1H10 1H11

» Commercial Asset Finance 
delinquencies at fifteen month 
lows

» Commercial real estate 
vacancies improving and rental 
growth returning

Credit losses (Rm)

Credit quality continues to improve

Absa Business Bank

25

15%

Fee income (Rm)

895

765

1 008

787

Transactional * Other fees

1H10 1H11

» Transactional strategy working 
well

» Enhanced cash functionality

» Competitive transactional banking

» Solid transactional volume 
growth

» Effective pricing strategy

» Cheque volumes decreased in 
line with industry

Absa Business Bank
Successful transactional growth

13%

* Includes EBD  & Cash

3%

26



2011/08/04

14

1 070 1 110

106 36

1466 1604

75 36

2 717
2 786

1H10 1H11

Absa Capital

1H11 1H10

Headline earnings 
(Rm) 832 831

Cost-to-income ratio
(%) 57.6 54.0

Credit loss ratio (%) 0.12 0.23

Return on risk-
weighted assets (%) 1.83 1.71

Return on regulatory 
capital (%) 18.8 17.6

Financial performance

Profit before tax

Operating
expenses

Credit losses

Revenue

Other

27

3%

52%

4%

66%

9%

Absa Capital

» Resilient performance from 
core flow business in Markets 

» Reduced margin business in 
Investment Banking dampened 
performance

» Investment in client 
relationships within Absa 
Wealth 

» Profitable realisations and 
stable valuations in Private 
Equity

Net revenue (Rm)

Strong client flows

1 759

866

127

(124)

14

1 820

665

185 74 6

3% 46% >100%23% 57%

Markets Investment 
Banking

Absa
Wealth

Private Equity & 
Infrastructure 
Investments

Other

28
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Absa Capital

» Net revenue up 3% to 
R1.8 billion

» Strong growth in client 
activity and transactions

» Further reduced daily 
earnings volatility, lower 
DVaR

» Solid performance across 
FX, Fixed Income & Credit 
and Equities & Prime

» Africa trading declined

Revenue mix (Rm)

Solid core Markets performance

819

388
285

215 52

889

467
324

120 20

1H10
1H11

9% 14% 44% 62%20%

Fixed 
Income & 

Credit

Equities & 
Prime

Foreign 
Exchange

Africa Commodities 
& Other
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Daily revenue distribution (Rm)

Absa Capital

» Strong revenue growth in fee 
business

» Increasing corporate activity

» Successful start-up of M&A and 
ECM

» Lower margin business 
reduced overall performance

» Quality of lending remains 
strong

Divergent Investment Banking performances

Revenue mix (Rm)

70

796

128
537

Income from fee business Income from margin business

1H10 1H11

58.5

35.8

1H10 1H11

39%

Loans and advances (Rbn)

83% 33%

30
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708

830 820

238 -97

-19

133 -144

Financial Services

1H11 1H10

Investment 
income 
shareholders (Rm)

80 118

Headline earnings 
(Rm) 644 606

Cost efficiency 
ratio (%) 26.5 27.6

Return on 
embedded value 
(%)

22.1 32.3

Return on average 
equity (%) 33.3 35.6

Financial performance

17%12%8%11% 12%

Net 
operating 
income 

1H10

Premiums Net 
operating 
income 

1H11

Fee & 
com-

mission 
income

Reserves 
& interest 

due to 
operations

Claims Operating 
& com-
mission 
expense

31

16%

Financial Services

» Well diversified income streams

» Strong gross revenue growth of 

17%

» Life gross premiums up 22%

» Short-term gross premiums up  
11%

» Investments 15%

» Fiduciary 17%

» Advisers 15%

» SA operating costs rose 11% 

Net operating income (Rm)

358

188

147

60

(45)

430

201

135

61

(7)

1H10 1H11

Business unit performance

20% 7% 84%8%

Life Investments FiduciaryInsurance Other

32

2%
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Financial Services

» Absa Life maintained growth 
momentum and margins
» Gross premiums rose 22%

» Value of new business R216m

» RoEV of 22.1%

» Strong underwriting performance in 
Absa Short-term insurance besides 
agri
» Exceptionally high crop claims

» Underwriting gains on all other 
products improved

» Underwriting margin of 7.5% 

» Lower investment returns on 
shareholder funds 

959

624

107

267

97 -14

Gross premiums Underwriting profit

Gross premium income and underwriting 
profit (Rm)

Insurance

Personal 
Lines

Commercial Agriculture

5% >100%21% 4%14% 92%

33

Financial Services

» Absa Investments continued to 
grow market share

» AUM up 17%

» Income increased 15%

» Modest revenue growth in Absa 
Trust

» Repositioning Employee Benefits

» Continued to invest in 
Distribution

Assets under management (Rbn)

Non-insurance

71

52

12 10

25

25% 27% 2% 9%

Equity & 
asset 

allocation 

Money 
market

Income 
funds

Asset 
under 

admini-
stration

Custodial 
services

34

16%
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Prospects
Maria Ramos

One Absa strategy continues to deliver

Core fundamentals
» Strengthening risk and credit management

» Optimising the balance sheet

Enhancing business-as-usual Key priorities
» Grow Retail business

» Grow core deposits

» Standardise/streamline the Group

» Performance through people

» Leader in foreign exchange

» Build Corporate Bank

» Absa Business Bank leadership

» Entry-level banking proposition

» Wealth and investment advisory

» Grow Africa earnings

36
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Africa opportunity

37

Share by
Assets (%)

Rank by 
Revenue

Presence
since

South Africa 1888 22 2

Egypt 1864 2 12

Kenya 1925 12 1

Tanzania 1916 18 3 (1)

Ghana 1917 4 2

Uganda 1927 10 3

Zambia 1918 10 1

Botswana 1950 26 1

Mauritius 1919 11 3

Mozambique 2002 7 4

Zimbabwe 1912 9 4

Seychelles 1959 24 1

(1) Includes consolidated National Bank of Commerce and Barclays Tanzania data except for the ranking based on revenue where NBC is ranked 3rd and Barclays 6th 
Source: Bank Annual Reports; Central banks; Global Credit Ratings; McKinsey

» Strategy has progressed

» We are part of a leading 
franchise

» Operate as One Bank to 
capture the opportunity

Prospects

» Operational environment remains challenging

» Focus on execution

» Maintain a strong balance sheet

» Sustainable growth and improving returns

38
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Disclaimer

Forward-looking statements
Certain statements in this document are forward looking that relate to, among other things, the 
plans, objectives, goals, strategies, future operations and performance of Absa Group Limited 
(“Absa”). Words such as “anticipates”, “estimates”, “expects”, “projects”, “believes”, “intends”, 
“plans”, “may”, “will” and “should” and similar expressions are typically indicative of a forward-
looking statement.  These statements are not guarantees of Absa’s future operating, financial or 
other results and involve certain risks, uncertainties and assumptions. Accordingly, actual results 
and outcomes may differ materially from these expressed or implied by such statements.  Absa 
makes no representation or warranty, express or implied, that the operating, financial or other 
results anticipated by such forward-looking statements will be achieved and such forward-looking 
statements represent, in each case, only one of many possible scenarios and should not be viewed 
as the most likely or standard scenario. Absa undertakes no obligation to update the historical 
information or forward-looking statements in this document.
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