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IMPORTANT NOTICES

References to the "SBG Base Prospectus’ mean this document with the exception of the information
contained in the section headed " Description of The Standard Bank of South Africa Limited" on pages 117
- 219, (b) the information incorporated by reference into this document as set out in the section headed
"Information Incorporated by Reference" on pages 35 — 36 and (c) the information in paragraph 2(b)
under the heading "Significant / Material Change' relating to the Standard Bank of South Africa Limited
on page 237. The SBG Base Prospectus comprises a base prospectus for the purposes of Article 5.4 of
the Prospectus Directive. Standard Bank Group Limited ("SBG") accepts responsibility for the
information contained in the SBG Base Prospectus and declares that, having taken all reasonable care to
ensure that such is the case, the information contained in the SBG Base Prospectus for which it is
responsible is, to the best of its knowledge, in accordance with the facts and contains no omission likely
to affect itsimport.

References to the "SBSA Base Prospectus' mean this document with the exception of the information
contained in the section headed "Description of Sandard Bank Group Limited" on pages 121 - 170, (b)
the financial information relating to SBG set out in pages F1 - F436 and (c) the information in
paragraph 2(a) under the heading "Sgnificant / Material Change" relating to SBG on page 237. The
SBSA Base Prospectus comprises a base prospectus for the purposes of Article 5.4 of the Prospectus
Directive. The Standard Bank of South Africa Limited ("SBSA") accepts responsibility for the
information contained in the SBSA Base Prospectus (together with the SBG Base Prospectus, the "Base
Prospectus') and declares that, having taken all reasonable care to ensure that such is the case, the
information contained in the SBSA Base Prospectus for which it is responsible is, to the best of its
knowledge, in accordance with the facts and contains no omission likely to affect itsimport.

References in this Base Prospectus to the "relevant Issuer” shall, in relation to any issue or proposed
issue of Notes, be references to whichever of SBSA and/or SBG is the issuer or proposed issuer of such
Notes.

Each Tranche (as defined herein) of Notes will be issued on the terms set out herein under "Terms and
Conditions of the Notes' (the "Conditions") as completed by the final terms (the "Final Terms') orina
separate prospectus specific to such Tranche (the "Drawdown Prospectus') or, in the case of Exempt
Notes, a pricing supplement (the "Pricing Supplement"). In the case of Exempt Notes, any reference in
this Base Prospectusto "Final Terms" shall be deemed to be areference to "Pricing Supplement” unless
the context requires otherwise. In the case of a Tranche of Notes which is the subject of a Drawdown
Prospectus, each reference in this Base Prospectus to information being specified or identified in the
relevant Final Terms shall be read and construed as a reference to such information being specified or
identified in the relevant Drawdown Prospectus unless the context requires otherwise. This Base
Prospectus must be read and construed together with any amendments or supplements hereto and with
any information incorporated by reference herein and, in relation to any Tranche of Notes which is the
subject of Final Terms, must be read and construed together with the relevant Final Terms.

Each Issuer has confirmed to the Dealers that this Base Prospectus contains all information which is (in
the context of the Programme, the issue, offering and sale of the Notes) material; that such information is
true and accurate in all material respects and is not misleading in any material respect; that any opinions,
predictions or intentions expressed herein are honestly held or made and are not misleading in any
material respect; that this Base Prospectus does not omit to state any material fact necessary to make such
information, opinions, predictions or intentions (in the context of the Programme, the issue, offering and
sale of the Notes) not misleading in any material respect; and that all proper enquiries have been made to
verify the foregoing.

No person has been authorised to give any information or to make any representation not contained in or
not consistent with this Base Prospectus or any other document entered into in relation to the Programme
or any information supplied by the Issuers or such other information as is in the public domain and, if
given or made, such information or representation should not be relied upon as having been authorised by
the Issuers or any Dealer.

Neither the Dealers nor any of their respective affiliates (as defined under Rule 501(b) of Regulation D of
the Securities Act) have authorised the whole or any part of this Base Prospectus and none of them makes
any representation or warranty or accepts any responsibility as to the accuracy or completeness of the
information contained in this Base Prospectus or any responsibility for any acts or omissions of either



Issuer or any other person in connection with the Base Prospectus or the issue and offering of Notes.
Neither the delivery of this Base Prospectus or any Final Terms nor the offering, sale or delivery of any
Note shall, in any circumstances, create any implication that the information contained in this Base
Prospectus is true subsequent to the date hereof or the date upon which this Base Prospectus has been
most recently amended or supplemented or that there has been no adverse change, or any event
reasonably likely to involve any adverse change, in the prospects or financial or trading position of any
Issuer since the date thereof or, if later, the date upon which this Base Prospectus has been most recently
amended or supplemented or that any other information supplied in connection with the Programme is
correct at any time subseguent to the date on which it is supplied or, if different, the date indicated in the
document containing the same.

The distribution of this Base Prospectus and any Final Terms and the offering, sale and delivery of the
Notes in certain jurisdictions may be restricted by law. Persons into whose possession this Base
Prospectus or any Final Terms comes are required by the Issuers and the Dealers to inform themselves
about and to observe any such restrictions. For a description of certain restrictions on offers, sales and
deliveries of Notes and on the distribution of this Base Prospectus or any Final Terms and other offering
material relating to the Notes, see "Subscription and Sale". In particular, Notes have not been and will not
be registered under the U.S. Securities Act of 1933 (as amended) (the "Securities Act™) and Bearer Notes
(as defined in the Conditions) are subject to tax law requirements in the United States of America (the
"U.S."). Subject to certain exceptions, Notes may not be offered, sold or, in the case of Bearer Notes,
delivered within the U.S. or to U.S. persons (as defined in Regulation S under the Securities Act).

This Base Prospectus has been prepared on the basis that any offer of Notes in any Member State (as
defined below) of the EEA which has implemented the Prospectus Directive (each, a"Relevant M ember
State") will be made pursuant to an exemption under the Prospectus Directive, as implemented in that
Relevant Member State, from the requirement to publish a prospectus for offers of Notes. Accordingly
any person making or intending to make an offer in that Relevant Member State of Notes which are the
subject of an offering contemplated in this Base Prospectus as completed by final termsin relation to the
offer of those Notes may only do so in circumstances in which no obligation arises for the Issuer or any
Dealer to publish a prospectus pursuant to Article 3 of the Prospectus Directive or supplement a
prospectus pursuant to Article 16 of the Prospectus Directive, in each case, in relation to such offer.
Neither the Issuer nor any Dealer have authorised, nor do they authorise, the making of any offer of Notes
in circumstances in which an obligation arises for the Issuer or any Dealer to publish or supplement a
prospectus for such offer.

Neither this Base Prospectus nor any Final Terms constitutes an offer or an invitation to subscribe for or
purchase any Notes and should not be considered as a recommendation by the Issuers, the Dealers or any
of them that any recipient of this Base Prospectus or any Final Terms should subscribe for or purchase
any Notes. Each recipient of this Base Prospectus or any Final Terms shall be taken to have made its own
investigation and appraisal of the condition (financial or otherwise) of the Issuers.

The maximum aggregate principal amount of Notes outstanding at any one time under the Programme
will not exceed U.S.$4,000,000,000 (and for this purpose, any Notes denominated in another currency
shall be trandated into U.S. dollars at the date of the agreement to issue such Notes (calculated in
accordance with the provisions of the Dealer Agreement (as defined herein))). The maximum aggregate
principal amount of Notes which may be outstanding at any one time under the Programme may be
increased from time to time, subject to compliance with the relevant provisions of the Dealer Agreement
as defined under " Subscription and Sale".

Certain information included herein relating to the banking industry has been extracted from information
published by the SARB. In addition, certain information relating to the South African economy, including
statistical information, has been obtained from Statistics South Africa. Each Issuer confirms that such
third party information has been accurately reproduced and, as far as each Issuer is aware, and is able to
ascertain from the information published by such sources, no facts have been omitted which would render
the reproduced inaccurate or misleading. However, the information has not been independently verified
by the Issuers or any other party and prospective investors should not place undue reliance upon such data
asincluded in this Base Prospectus.

BENCHMARKS REGULATION: Interest and/or other amounts payable under the Notes may be
calculated by reference to certain reference rates. Any such reference rate may constitute a benchmark for
the purposes of Regulation (EU) 2016/1011 (the "“Benchmark Regulation”). If any such reference rate



does congtitute such a benchmark, the applicable Final Terms or Pricing Supplement will indicate
whether or not the benchmark is provided by an administrator included in the register of administrators
and benchmarks established and maintained by the European Securities and Markets Authority ("ESM A*")
pursuant to Article 36 of the Benchmark Regulation. Not every reference rate will fall within the scope of
the Benchmark Regulation. Transitional provisions in the Benchmark Regulation may have the result that
the administrator of a particular benchmark is not required to appear in the register of administrators and
benchmarks at the date of the relevant Final Terms or Pricing Supplement (or, if located outside the
European Union, recognition, endorsement or equivalence). The registration status of any administrator
under the Benchmark Regulation is a matter of public record and, save where required by applicable law,
SBSA does not intend to update the relevant Final Terms or Pricing Supplement to reflect any change in
the registration status of the administrator.

In this Base Prospectus, unless otherwise specified, references to a "M ember State" are references to a
Member State of the EEA, references to "South Africa" are references to the Republic of South Africa,
references to "U.S.$", "U.S. dallars" are to United States dollars, references to "EUR" or "euro" are to
the single currency introduced at the start of the third stage of European Economic and Monetary Union
pursuant to the Treaty establishing the European Community, as amended, referencesto "ZAR", "R" or
"Rand" are to South African rand and references to "Renminbi”, "CNY" and "RMB" are to the lawful
currency of the People's Republic of China (excluding the Hong Kong Special Administrative Region, the
Macau Special Administrative Region and Taiwan) ("PRC").

Certain figures included in this Base Prospectus have been subject to rounding adjustments; accordingly,
figures shown for the same category presented in different tables may vary dightly and figures shown as
totalsin certain tables may not be an arithmetic aggregation of the figures which precede them.

In connection with the issue of any Tranche of Notes, the Dealer or Dealers (if any) named as the
stabilising manager(s) (the "Stabilisation Manager(s)") (or persons acting on behalf of any
Stabilising Manager (s)) may over allot Notes or effect transactions with a view to supporting the
market price of the Notes at a level higher than that which might otherwise prevail. However,
stabilisation may not necessarily occur. Any stabilisation action may begin on or after the date on
which adequate public disclosure of the ter ms of the offer of the relevant Tranche of Notesis made
and, if begun, may cease at any time, but it must end no later than the earlier of 30 days after the
issue date of the relevant Tranche of Notes and 60 days after the date of the allotment of the
relevant Tranche of Notes. Any stabilisation action or over-allotment must be conducted by the
relevant Stabilising Manager(s) (or person(s) acting on behalf of any Stabilisng Manager(s)) in
accordance with all applicable laws and rules.



RISK FACTORS

Each of the Issuers believes that the factors outlined below may affect its ability to fulfil its obligations
under the Notes. All of these factors are contingencies which may or may not occur and neither Issuer is
in a position to express a view on the likelihood of any such contingency occurring.

In addition, factors which are material for the purpose of assessing the market risks associated with the
Notes are also described below.

Each of the Issuers believes that the factors described below represent the principal risks inherent in
investing in the Notes, but the inability of either Issuer to pay interest, principal or other amountson or in
connection with any Notes may occur for other reasons which may not be considered significant risks by
either Issuer based on information currently available to it, or which it may not currently be able to
anticipate. Accordingly, neither Issuer represents that the statements below regarding the risks of holding
any Notes are exhaustive.

Prospective investors should also read the detailed information set out elsewhere in this Base Prospectus
to reach their own views prior to making any investment decision. The information given below is as at
the date of this Base Prospectus.

Capitalised terms used herein and not otherwise defined shall bear the meanings ascribed to them in
"Terms and Conditions of the Notes".

References in this section to the "Group" areto SBG and its subsidiaries and therefore include SBSA and
its subsidiaries. Investors should note that SBG is not a guarantor of, and will not guarantee, any Notes
issued by SBSA under the Programme. Investors sole recourse in respect of any Notes issued by SBSA is
to SBSA.

Factors that may affect the Issuers ability to fulfil their obligations under Notes issued under the
Programme

Risksrelating to the Issuers

SBG is a holding company and its ability to make payments in respect of the Notesissued by it depends
on the results of its operating subsidiaries and its ability to receive distributions and repayments from
such subsidiaries

SBG is the ultimate holding company for the Group's interests and conducts its business through
operating subsidiaries. SBG's ahility to meet its financial obligations, including payments under Notes
issued by it, depends on receipt of interest and principal payments on loans made by it to its operating
subsidiaries (including, for example, any loans which may be made with the issue proceeds of Notes
issued by SBG) and/or distributions of earnings and capital from its operating subsidiaries in the form of
dividends, distributions or other advances and payments.

Certain of SBG’s subsidiaries have incurred or may in the future incur indebtedness pursuant to loan
agreements, indentures or other financial instruments that rank senior to SBG’s loans to its subsidiaries.
Furthermore, such subsidiaries are, or may in the future be, subject to restrictions contained in loan
agreements or indentures which prohibit or limit their ability to transfer funds to SBG and/or require that
any existing or new indebtedness of such subsidiaries to SBG be subordinated to the indebtedness under
such loan agreements or indentures. SBG’s subsidiaries are separate and distinct legal entities and have
no obligation, contingent or otherwise, to pay any amounts due under Notes issued by SBG (or SBSA) or
to make any funds available therefore, whether in the form of dividends or otherwise. Any right that SBG
may have to receive assets of any such subsidiary upon its liquidation, and the conseguent right of the
holders of Notes to benefit from the distribution of proceeds from those assets, will be effectively
subordinated to the claims of creditors of such subsidiaries, including tax authorities, employees, trade
creditors and lenders.

The investments, business, profitability and results of operations of the Issuers may be adversely
affected as a result of the difficult conditions in the global, South African and, with respect to SBG,
sub-Saharan financial markets



The Group's business has significant holdings in South Africa, in particular through SBSA and its
subsidiaries, with the majority of the Issuers' revenues derived from operations in South Africa.

Therefore, the Issuers business and results of operations are primarily affected by economic and political
conditions in South Africa and, as a result of their impact on the South African economy, global
economic conditions.

In addition, the Group is an African focused universal financial services group with operations in 19
countries in sub-Saharan Africa outside of South Africa (which it refers to as "Africa Regions') and
satellite offices in five key financial centres and two offshore hubs. As a result, SBG's performance is
also affected by its operations in sub-Saharan Africa.  Economic and political conditions in the Africa
Regionsin which it operates therefore also have an impact on SBG' s business and results.

Global economic conditions

A material deterioration in global economic conditions is likely to have a negative impact on
macroeconomic conditionsin South Africaand other countries in sub-Saharan Africa

With respect to South Africa in particular, the economy is exposed to the globa economy through the
current and capital accounts of the balance of payments. South Africa’'s exports are impacted by
economic activity of some of the world’s largest economies including China, the U.S. and Europe.
Commodity prices and the Rand exchange rate also have a material impact on South African exports. The
South African economy is also reliant on foreign capital flows into the country and has been a recipient of
foreign capital through the domestic bond and equity markets over the last few years.

Global economic growth is expected to be relatively subdued at approximately 3.5 per cent. in 2019
(source: IMF —World Economic Outlook Update (January 2019)). International trade tensions resulted in
asignificant decline in volumes of international trade in 2018. The adoption of protectionist trade policies
by the U.S. has been a predominant contributing factor to this decline, compounded by political and
economic uncertainty in Europe. A further decline in international trade or a sharp owdown of foreign
inflows to South Africa may result in currency weakness, higher interest rates, an increase in bond yields
and weaker economic growth.

In addition, a sharp fall in precious metals prices and/or base metal prices could result in a deterioration in
the value of the Rand, higher interest rates and bond yields.

South African economic conditions

Factors such as subdued economic growth, rising inflation, interest rates, foreign exchange rate
movements and currency controls could affect an investment in the Notes in a manner that may be
difficult to predict.

The South African macroeconomic environment is characterised by low private sector investment growth,
weak employment growth, historical high levels of debt and pressure on domestic demand. Economic
growth in South Africa averaged 0.8 per cent. in 2018, supported largely by household consumption
expenditure, which in turn was supported by modest growth in household credit and non-wage income.
The Issuers anticipate growth to continue to be subdued in 2019, on account of a slowdown in the global
economy, subdued investor confidence and supply side constraints. The Issuers anticipate real fixed
investment growth to be delayed in 2019 due to uncertainty over stable power supply and policy due to
the general elections in South Africa in 2019 (the "2019 General Elections"). In turn, this is likely to
limit employment growth and maintain high levels of unemployment. The Issuers believe that growth
should increase modestly in the medium-term, subject to the implementation of constructive economic
reforms following the 2019 General Elections.

The Rand remains undervalued yet vulnerable to further depreciation. In March 2019, Moody’s Investor
Services Inc. preserved South Africa's sovereign rating of Baa3 which provided some relief to the Rand.
The recent spate of severe Eskom-related power outages in 2019, along with uncertainty surrounding
future power outages and the outcome of the 2019 General Elections however remain a concern.

No assurance can be given that an economic downturn or financial crisis will not occur in South Africa,
or that the Issuers would be able to sustain their current performance levels if events or circumstances
affecting the South African economy were to occur.



South African political conditions

Historically, the South African political environment has been characterised by a high level of uncertainty
and concerns about the strength and independence of the country’sinstitutions.

The political outlook in South Africa is currently dominated by the 2019 General Elections. It appears
likely that the African National Congress ("ANC") will again secure the mgjority of the national vote.
Such an outcome is expected to deliver some stability to the political environment and allow President
Ramaphosa to begin to implement the structural reform programme necessary to revive the country’s
economy, and stabilise key state institutions harmed by executive mismanagement and malgovernance
during the previous administration. In particular, vital institutions within the state’s Anti-Corruption Task
Team are expected to work to rebuild internal credibility under new leadership following the 2019
Genera Elections.

South Africa continues to face a number of challengesincluding:

e The scale of the financia and operational challenges faced by Eskom, including aging
infrastructure, decreased spending on maintenance and high debt levels is such that it could
materially impact the economic recovery plan. Eskom, a state-owned company, generates,
transmits and distributes electricity and is responsible for generating most of the electricity in
South Africa.

e There remain substantial divisions within the ANC which threaten to compromise President
Ramaphosa's economic and structural reform plans.

e While the frequency, intensity and economic impact of industrial action has been relatively
limited over the past three years, there are signals that industrial unrest may commence again,
particularly in the mining sector. Further, many of the structural reforms that are required to
produce a more supportive growth environment (such as the reform of Eskom, and the
rationalisation of state-owned enterprises more generaly) will face fierce opposition from
organised labour, which may then trigger strike activity.

e Global politics remain highly unpredictable and have the potential to materially affect South
African political and economic developments.

South African conditions specific to the banking sector

The South African banking sector remains well capitalised, funded, regulated and managed. The South
African financial sector is widely regarded as one of the country’s key pillars of economic strength. The
banking sector is, however, highly exposed to South African macroeconomic conditions and will be
impacted by negative macroeconomic developments. Domestic macroeconomic conditions are expected
to be dlightly less supportive of the domestic banking sector in the first half of 2019.

Growth is likely to be weaker in the first half of 2019 before modestly improving in the second half of
2019. Household compensation of employees (wage and salaries income) significantly slowed to 4.2 per
cent. in 2018 from 7.4 per cent. in 2017 and 8.4 per cent. in 2016. This, aongside an elevated
unemployment rate, poses risks to household consumption expenditure.

Any deterioration in economic conditions in South Africa or the other countries in which the Group
operates, could materially adversely affect the Issuers' customers and contractual counterparties which
may in turn adversely affect the | ssuers' business, financial condition, results of operations or business.

The Issuers' risk management policies and procedures may not have identified or anticipated all
potential risk exposures

The Issuers have devoted significant resources to developing their risk management policies and
procedures, particularly in connection with credit, market, liquidity, interest rate and operational risks,
and expect to continue to do so in the future. Nonetheless, their risk management techniques may not be
fully effective in mitigating their risk exposure in al market environments or against all types of risk,
including risks that are unidentified or unanticipated. Some of the Issuers' methods of managing risk are
based upon its use of observed historical market behaviour. As a result, these methods may not predict
future risk exposures, which could be greater than historical measures indicate. Other risk management
methods depend upon evaluation of information regarding the markets in which the Issuers operate, their



clients or other matters that are publicly available or otherwise accessible by the Issuers. This information
may not be accurate in all cases, complete, up-to-date or properly evaluated. Any failure arising out of the
Issuers' risk management techniques may have an adverse effect on its results of operations and financial
condition.

Competitive Landscape

The Group is subject to significant competition from other major banks operating in its markets, including
competitors such as international banks that may have greater financial and other resources, particularly
in the corporate and investment banking market. Many of these banks compete for substantially the same
customers as the I ssuers and/or other members of the Group. The Issuers also face competition from other
non-bank entities that increasingly provide similar services to those offered by banks, including entities
such as retailers, mobile telephone companies and other technology companies, including “bigtech”, and
entities in the shadow banking industry. Increased competition from non-bank entities in the money
markets and capital markets could impact the Issuers’ ability to attract funding. Competition may increase
in some or all of the Issuers' principal markets and may have an adverse effect on their financial condition
and results of operations.

Failuresin risk management

The Issuers are exposed to a variety of risks arising in the ordinary course of their business, the most
significant of which are credit risk, market risk, liquidity risk, interest rate risk and operational risk, with
credit risk constituting the largest.

Whilst the Issuers believe that they have implemented appropriate standards, policies, systems and
processes to control and mitigate these risks, investors should note that any failure to manage these risks
adequately could have an adverse effect on the financial condition and reputation of either Issuer.

Although the Group has implemented risk management methods, including stress testing, to seek to
mitigate and control these and other market risks to which it is exposed and these exposures are
constantly measured and monitored, there can be no assurance that these risk management methods will
be effective, particularly in unusual or extreme market conditions. It is difficult to predict with accuracy
changes in economic or market conditions and to anticipate the effects that such changes could have on
either Issuers financial performance and business operations.

Credit Risk

The Issuers' lending and trading businesses are subject to inherent risks relating to the credit quality of
their counterparties, which may impact the recoverability of loans and advances due from these
counterparties. Changes in the credit quality of the Issuers' lending and trading counterparties or arising
from systemic risk in the financial sector could reduce the value of the Issuers' assets and require
increased provisions for bad and doubtful debts.

In addition, the Group is exposed to credit concentration risk, which is the risk of loss arising from an
excessive concentration of exposure to a single counterparty, an industry, a market or segment of a
market, a product, a financial instrument or type of security, a country or geography, or a maturity. The
Group's credit portfolio also contains concentration risk of exposure to respective governments in the
regions in which it operates, through prudential requirements and direct lending. The Group manages this
exposure within a clearly defined risk appetite framework and also stress tests portfolios against
weaknesses and sovereign downgrades.

SBG’s credit impairment charges decreased by 31 per cent. to R6.5 hillion while the total credit loss ratio
improved to 0.56 per cent. (from 0.87 per cent. for the year ended 31 December 2017) for the year ended
31 December 2018. An amount of R1.2 hillion of the reduction in annual credit impairment charges
related to a reclassification of interest in suspense on cured assets. This amount would previously have
been recognised as interest earned on cured loans. A further RO.5 billion of the reduction was related to
the transition to IFRS 9 which requires the earlier suspension of interest on non-performing exposures.
Adjusting for the IFRS 9-related accounting impact, SBG’s credit loss ratio would have been 0.71 per
cent.



Asat 31 December 2018, SBSA'’s net loans and advances represented 83 per cent. of SBG's net loans and
advances. In respect of SBSA, non-performing loans were 3.8 per cent. of average loans and advances,
up from 3.1 per cent. as at 31 December 2017. IFRS 9 contributed to these increases in non-performing
loans balance and corresponding ratio.

SBSA operates through its divisions, Personal & Business Banking SA and Corporate & Investment
Banking SA. At a divisiona level, non-performing loans increased to 5.3 per cent. of the Personal &
Business Banking SA division's gross loans and advances at 31 December 2018 (compared to 4.7 per
cent. at 31 December 2017). The Corporate & Investment Banking SA division’s non-performing loans
represented 1.6 per cent. of its gross loans and advances (compared to 1.0 per cent. at 31 December
2017). SBSA's credit impairment charges decreased by 22.2 per cent. to R5.6 billion (from R7.1 billion
for the year ended 31 December 2017) and the total credit loss ratio improved to 0.59 per cent. from 0.77
per cent. for the year ended 31 December 2018. Credit impairment charges for 2018 were positively
impacted by the reallocation of interest in suspense for pre-legal and cured loan balances in Personal and
Business Banking SA, following the implementation of IFRS 9, higher post write-off recoveries and
improved book quality across all products.

The Persona and Business Banking SA division reported a 28 per cent. decline in impairment charges
year-on-year. This performance was partly due to a R940 million IFRS 9-related adjustment to account
for the treatment of interest in suspense on cured accounts, and the result of improved collection strategies
across the portfolio, higher post write-off recoveries and operational credit rating enhancements. Lower
impairments in card, vehicle and asset finance and overdraft were also contributors to the lower
impairments charge.

The Corporate and Investment Banking SA division reported an increase in impairment charges of 22.4
per cent. for the year ended 31 December 2018. Higher impairment charges were raised on retail
consumer and construction sector clients in the Corporate and Investment Banking SA division, whose
performance was impacted by alow growth domestic economic environment.

SBSA's credit portfolio contains a concentration of exposure to the South African government (the
"Government"), through prudential requirements and direct lending. SBSA manages this exposure
within a clearly defined risk appetite framework and also stress tests the portfolio against weaknesses and
sovereign downgrades.

SBSA continues to hold the largest market share (34.12 per cent.) in the South African residential
mortgage advances to the household sector market (source: SARB BA900 regulatory return, January
2019), and these exposures represent a credit concentration in SBSA's portfolio. SBSA manages this
exposure within a clearly defined risk appetite framework, which includes portfolio limits. SBSA aso
regularly stress tests the portfolio against various weaknesses in the economy, such as a sovereign ratings
downgrade, which could negatively affect consumer creditworthiness and the repayment of home loans.

Many factors affect the ability of the Group’s customers to repay their loans. Some of these factors,
including adverse changes in consumer confidence levels due to local, national and global factors,
consumer spending, bankruptcy rates, and increased market volatility, might be difficult to anticipate and
are outside of the Issuers control. The Issuers conduct annual credit risk type scenario and sensitivity
'stress testing on their respective portfolios to assess the impact on their respective risk profiles and to
inform changes to forward-looking risk appetite and strategy.

The Group continues to apply appropriate and responsible lending criteria and to manage credit risk by
maintaining a culture of responsible lending and a robust risk policy and control framework, in line with
anticipated economic conditions and forward-looking risk appetite. Despite this, if macroeconomic
conditions in South Africa continue to remain uncertain and demand for credit remains lacklustre, the
level of the Issuers' non-performing loans and credit impairments may increase. This, in turn, could have
an adverse effect on the Issuers’ financial condition or results of operations.

Market Risk

Market risk istherisk of a change in the market value, actual or effective earnings, or future cash flows of
a portfolio of financial instruments, including commodities, which is caused by adverse movements in
market variables such as equity, bond and commodity prices, currency exchange and interest rates, credit
spreads, recovery rates, correlations and implied volatilities in al of these variables. The Group’s key



market risks are trading book market risk, interest rate risk in the banking book, equity risk in the banking
book, foreign currency risk, own equity-linked transactions and post-employment obligation risk.

Trading book market risk is represented by financial instruments, including commaodities, held in various
entitiesin the Group’ s trading books arising out of normal global market's trading activity. Banking book-
related market risk exposure principally involves managing the potential adverse effect of interest rate
movements on banking book earnings (net interest income and banking book mark-to-market profit or
loss) and the economic value of equity.

Equity risk is defined as the risk of loss arising from a decline in the value of equity or an equity-type
instrument held in the banking book, whether caused by deterioration in the underlying operating asset
performance, net asset value, enterprise value of the issuing entity, or by a decline in the market price of
the equity or instrument itself.

The Group's primary non-trading related exposures to foreign currency risk arise as a result of the
trand ation effect on their respective net assets in foreign operations, intragroup foreign-denominated debt
and foreign-denominated cash exposures and accruals.

The Issuers have exposure to changes in SBG's share price arising from the equity-linked remuneration
contractual commitments and post-employment obligation risk through the requirement to contribute as
an employer to an underfunded defined benefit plan. In addition, SBG, through its 53.62 per cent.
shareholding in Liberty Holdings Limited ("Liberty"), is exposed to insurance risk

The Group's Liberty business unit provides life insurance products and services through Liberty Group
Limited, a subsidiary of Liberty. Market risk within the Group’s long-term insurance business is split into
three categories:

e market risksto which Liberty wishes to maintain exposure on along-term strategic basis;

o  market risks to which Liberty does not wish to maintain exposure on a long-term strategic basis
asthey are not expected to provide an adequate return on economic capital over time; and

e  market risks to which Liberty does not wish to maintain exposure but where Liberty is unable to
economically mitigate these risks through hedging.

Liquidity and Funding Risk

The Group's primary funding sources are in the form of deposits across a spectrum of retail and
wholesale clients, as well aslong-term capital and loan markets.

In respect of South Africa, the banking sector is characterised by certain structural features, such as alow
discretionary savings rate in general and a high percentage of these are captured by institutions such as
pension funds, provident funds and providers of asset management services. A portion of these savings
trandate into institutional funding for the banking system that comprises wholesale funding from
financial institutions across a range of deposits, loans and financial instruments. These deposits have a
different liquidity profile to retail deposits. As a result, the Issuers, along with other banking groups in
South Africa, have a higher reliance on wholesale funding than retail deposits. As at 31 December 2018,
retail deposits comprised 22 per cent. of the total funding-related liabilities of SBSA and 27 per cent. of
the total funding-related liabilities of SBG.

Wholesale funding sourced by members of the Group is usually of a short-to-medium term and entered
into on a contractual basis. Wholesale funding is more expensive than retail deposits, and is sourced from
a small number of depositors, principaly, fund managers. As at 31 December 2018, 83 per cent. of the
SBSA's deposits and debt funding had a contractual maturity date of 12 months or less or were repayable
on demand. As at 31 December 2018, SBSA's largest single depositor accounted for 2.7 per cent. of total
deposits and the top 10 depositors accounted for 10.3 per cent. of total deposits, well within SBSA's risk
appetite of 10 per cent. and 20 per cent. respectively. As at 31 December 2018, 86 per cent. of SBG's
deposits and debt funding had a contractual maturity date of 12 months or less or were repayable on
demand. As at 31 December 2018, the largest single depositor accounted for 2.2 per cent. of total
deposits and the top 10 depositors accounted for 7.9 per cent. of total deposits, well within the Group’s
risk appetite of 10 per cent. and 20 per cent. respectively.



If a substantial portion of the depositors withdraw their demand deposits or did not roll over their term
deposits upon maturity, the Issuers may need to seek more expensive sources of funding to meet their
funding requirements and no assurance can be made that additional funding will be obtained on
commercially reasonable terms as and when required, or at all. Any inability to refinance or replace such
deposits with alternative funding could adversely affect the liquidity and financial condition of SBSA or
SBG.

Disruptions, uncertainty or volatility in the capital and credit markets may limit the Issuers' ability to
refinance maturing liabilities with long-term funding and may increase the cost of such funding. The
availability to the Issuers of any additional financing they may need will depend on a variety of factors,
such as market conditions, the availability of credit generally and to borrowers in the financial services
industry specifically, and the Issuers' financial condition, credit ratings and credit capacity. The
possibility that customers or lenders could develop a negative perception of the Issuers financial
prospects if, for example, an Issuer incurs large losses, experiences significant deposit outflows or if the
level of an Issuer's business activity decreases, could also affect the availability of any additional
financing.

Although the Issuers believe that their level of access to domestic and international inter-bank and capital
markets and their liquidity risk management policies allow and will continue to alow the Issuers to mest
their short-term and long-term liquidity needs, any maturity mismatches may have an adverse impact on
their financial condition and results of operations. Furthermore, there can be no assurance that the Issuers
will be successful in obtaining additional sources of funds on acceptable terms or at all.

A downgrade in the Issuers credit ratings or the credit rating of South Africa could have an adverse
effect on the I ssuers' accessto liquidity sources and funding costs

The Issuers credit ratings affect the cost and other terms upon which the Issuers are able to obtain
funding. Rating agencies regularly evaluate the Issuers and their ratings of their long-term debt are based
on a number of factors, including capital adequacy levels, quality of earnings, credit exposure, the risk
management framework and funding diversification. These parameters and their possible impact on the
Issuers' credit rating are monitored closely and incorporated into their liquidity risk management and
contingency planning considerations.

As of the date of this Base Prospectus, SBSA's short and long-term foreign currency deposit rating was
assessed by Moody's Investors Service Inc. ("M oodys') as P-3 and Baa3, respectively, with a stable
outlook and SBSA's short and long-term foreign currency issuer default rating was assessed by Fitch
Ratings Limited ("Fitch") as B and BB+, respectively, with a stable outlook. As of the date of this Base
Prospectus, SBG's long-term Issuer rating was assessed by Moody's as Bal with a stable outlook and
SBG's short and long—term foreign currency issuer default rating was assessed by Fitch as B and BB+,
respectively, with a stable outlook. Moody's award of the SBG's rating is one step lower than the deposit
rating assigned to SBSA. SBG's issuer rating is mainly driven by the structural subordination of SBG's
creditors to those of SBSA. Fitch's rating of SBG reflects concentration risk in relation to South Africa
comprising large holdings of government securities, high exposure to state-owned enterprises and the
weakening economic and operating environment.

A downgrade of the Issuers' credit ratings, or being placed on a negative ratings watch, may increase their
cost of borrowing, limit their ability to raise capital and adversely affect their results of operations. In
2017, SBSA's credit rating was downgraded to BB+ with a stable outlook by Fitch, and to Baa3 with a
negative outlook by Moody's, as SBSA's rating is constrained by its sizeable exposure to government
securities, which effectively links its creditworthiness to that of the national government. Further
downgrade or potential downgrade of the South African sovereign rating or a change in rating agency
methodol ogies relating to systemic support provided by the South African sovereign could also negatively
affect the perception by rating agencies of the Issuers' ratings. The Issuers continue to proactively plan for
the potential implications of further South African sovereign credit rating agency downgrades for both
local and foreign currency which could still have a significant impact on the Issuers' access to, and cost of
foreign currency liquidity sources.

There can aso be no assurance that the rating agencies will maintain the Issuers' current ratings or
outlooks or those of South Africa. Ratings are not a recommendation to buy, sell or hold securities and
may be subject to revision or withdrawal at any time by the assigning rating organisation. Each rating
should be evaluated independently of any other rating.
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The I ssuers are subject to capital and liquidity requirements that could affect their operations

The Issuers are subject to capital adequacy requirements specified by the South African Reserve Bank
(the "SARB"), which provide for a minimum common equity tier 1 (“CET 1"), tier 1 and total capital
adequacy ratio.

The amended Regulations relating to Banks (as further amended on 20 May 2016) (as defined in the
Conditions) effective 1 January 2013 are based on the Basel 111 framework ("Basel 111") introduced by
the Basel Committee on Banking Supervision ("BCBS") and provide the minimum risk based capital
ratios. The SARB minimum ratios will be phased in for the period 2013 to 2019 in line with Basdl 111.
The minimum CET 1 ratio for 2018 is 8.13 per cent. increasing to 8.50 per cent. in 2019. The minimum
tier 1 ratio for 2018 is 10.01 per cent. increasing to 10.75 per cent. in 2019. The minimum 2018 total
capital adequacy ratio is 13.01 per cent. increasing to 14 per cent. in 2019. These minimum ratios exclude
the countercyclical buffer and confidentia bank-specific pillar 2b capital requirement ("D-SIB") but
include the maximum potential domestic systemically important bank requirement, which is also bank-
specific and therefore confidential.

The Basel |11 capital buffers continue to make it more challenging for banks and bank holding companies
to comply with minimum capital ratios. Failure by the Issuers to meet certain of these buffers, for
example the capital conservation and counter—cyclicality buffers, could result in restrictions being placed
on distributions, including dividends and discretionary payments, and any failure by the Issuers to
maintain their capital ratios may result in action taken in respect of the Issuers, which may in turn impact
on their ability to fulfil their obligations under the Notes.

In addition, Basel 111 prescribes two minimum liquidity standards for funding liquidity. The first is the
liquidity coverage ratio ("LCR") which became effective on 1 January 2015 and aims to ensure that
banks maintain an adequate level of high-quality liquid assets to meet liquidity needs for a 30 calendar
day period under a severe stress scenario. The second is the net stable funding ratio ("NSFR"), which
became effective on 1 January 2018, and which aims to promote medium and long-term funding of banks
assets and activities.

South Africa, asa G20 and BCBS member country, commenced with the phasing-in of the Basel 111 LCR
framework on 1 January 2015 in line with timelines determined by the Basel Committee. SBSA, reported
a LCR of 110.1 per cent as at 31 December 2018 based on a simple average of 92 days of daily
observations over the quarter ended 31 December 2018, exceeding the SARB’s minimum phase-in
requirement of 90 per cent. SBG reported a LCR of 116.8 per cent as at 31 December 2018 based on a
simple average of 92 days of daily observations over the quarter ended 31 December 2018 for the
majority of SBG's balance sheet and a ssimple average of the three month-end data points for certain
Africa Regions banking entities which are not yet reported daily, exceeding the SARB’s minimum phase-
in requirement of 90 per cent.

The SARB has approved the 2018 committed liquidity facility ("CLF") which will be available to assist
banks to meet the LCR and NSFR. The SARB's approach to the CLF is detailed in, inter alia, Guidance
Note 6 of 2016 (Provision of a committed liquidity facility by the South African Reserve Bank).

The Issuers successfully managed their balance sheet structure and maintained NSFR compliance for
2018, with SBSA reporting a NSFR of 105.9 per cent as at 31 December 2018 in excess of the 100.0 per
cent regulatory requirement, and SBG reporting a NSFR of 118.6 per cent. as at 31 December 2018 in
excess of the 100.0 per cent. regulatory requirement, as well as specified internal risk appetite
reguirements.

Insurance Risk

Insurance risk arises due to uncertainty regarding the timing and amount of future cash flows from
insurance contracts. This could be due to variations in mortality, morbidity, policyholder behaviour or
expense experience in the case of life products, and clams incidence, clam severity or expense
experience in the case of short-term insurance products. Insurance risk applies to the long-term insurance
operations housed in Liberty and short-term insurance operations housed in Standard Insurance Ltd
("sIL").
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Risk management of long-term insurance risks occurs prior to the acceptance of risks through the product
development, pricing processes and at the point of sale. Risks continue to be managed through the
measurement, monitoring and treatment of risks once the risks are contracted. Short-term insurance risk is
managed through risk and control self-assessments for operational risk and insurance risk and include
ongoing monitoring of these risks. Other control processes include upfront and ongoing risk rating,
pricing and underwriting, ongoing monitoring of new business, cancellations and loss ratios against
expected experience, product design, claims management processes, fraud risk management and
reinsurance controls.

Long-term insurance risk includes policyholder behaviour risk, underwriting risk, expense risk and new
business risk. Liberty conducts capital calculations on an at least quarterly basis and is currently
adequately capitalised. These capital calculations include assessments for insurance risk.

Policyholder behaviour risk (a subtype of insurance risk) and policyholder perceptions are particularly
relevant to Liberty. Policyholder behaviour risk identified as the risk of adverse financial impact caused
by actual policyholders behaviour deviating from expected policyholders behaviour, mainly due to,
regulatory and legidative changes (including taxation), changes in economic conditions, competitor
behaviour, policy conditions and practices.

Short term insurance risk subtypes include policyholder behaviour risk, catastrophe risk, claimsincidence
risk, expense risk, new business risk and emerging risks. These may result from various factors such as
adverse weather conditions, catastrophic events, rising crime, change in economic conditions, and similar
events. Regulatory capital calculations are performed on aregular basis and SIL has sufficient capital to
cover risk exposures. SIL also has sufficient reinsurance in place for protection against catastrophe events
and large single risk exposures.

Business Risk

Business risk includes strategic risk. Strategic risk is the risk that the Group’s future business plans and
strategies may be inadequate to prevent financial loss or protect the Group’s competitive position and
shareholder returns.

Businessrisk is usually caused by the following:

e inflexible cost structures;

e market-driven pressures, such as decreased demand, increased competition or cost increases; and

e  Group-specific causes, such as a poor choice of strategy, reputational damage or the decision to
absorb costs or losses to preserve reputation.

The Group’s business plans and strategies are discussed and approved by executive management and the
board and, where appropriate, subjected to stress tests. Failure to effectively manage business risk could
have materially adverse effect on the Group's business, financial condition and/or results of operations.

Reputational risk

Reputation is defined as what stakeholders say and think about the Group, including its staff, customers
and clients, investors, counterparties, regulators, policymakers, and society at large. Analysts, journalists,
academics and opinion leaders also determine the Group’s reputation. The Group’s reputation can be
harmed from an actual or perceived failure to fulfil the expectations of stakeholders due to a specific
incident or from repeated breaches of trust.

Reputational harm can adversely affect the Group’s ability to maintain existing business, generate new
busi ness relationships, access capital, enter new markets, and secure regulatory licences and approvals.

Operational Risk

The Group recognises that operational risk exists in the natural course of business activity and the Issuers
adhere to the Group’s operational risk governance framework, which sets out the minimum standards for
operational risk management adopted across the Group. This framework aligns to the Group's strategy by
demonstrating that the purpose of operational risk management is not to eliminate all risks, which is not
economically viable, but rather to enable management to assess the relative benefit of risk and reward.
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The framework also ensures that adequate and consistent governance is in place, guiding management to
avoid unacceptable risks such as:

inadequate or failed internal processes, documentation, people, systems and/or equipment;
fraud;

natural disasters; and/or

the failure of external systems, including those of the Issuers' suppliers and counterparties.

The occurrence of one or more of the above, or any weakness in the Group’s internal control structures
and procedures, could result in a material adverse impact on the Issuers' results, financial condition and
prospects, as well as reputational damage, and could give rise to regulatory penalties and litigation.

The Group streamlined its operational risk governance documents during 2018 to better support
integration across the Group's businesses, and the Issuers systems, processes and internal controls are
designed to ensure that the operational risks associated with their activities are appropriately monitored
and controlled. In addition, business resumption and disaster recovery processes have been implemented
to mitigate operational risks inherent in the Issuer's business. Notwithstanding anything in this risk factor,
this risk factor should not be taken as implying that the Issuers will be unable to comply with their
respective obligations as a company with securities admitted to the Official List.

Fraud

The Group faces the risk of regulatory sanction and reputational and financial losses due to fraud, crime
and misconduct from staff or syndicates. Card fraud remains the highest contributor to fraud losses
suffered by the Group. This is mainly driven by the increasing e-commerce usage and the fast growth in
internet penetration and smartphone use that requires bank cards to fulfil atransaction.

In addition, the Group has identified other illegal activities such as market abuse, market manipulation,
rogue trading and increasing trends of syndicate fraud with potential staff involvement, as a result of the
recent economic downturns, as factors which could also have an adverse effect on the operations of the
Group.

Cyber-crime

The Group operations are largely dependent on their own information technology systems and those of its
third-party service providers. The Group could be negatively impacted by cyber-attacks on any of these.
In response to the growing volume and sophistication of cyber-crime incidents and attacks, the Issuers
have developed an IT cyber security strategy which is centred around the four key pillars of governance,
culture, capability and community, all of which are crucia for an effective cyber defence strategy.

The Group is cognisant of the mounting risk posed by cyber-crime. Financial services remain the most
targeted economic sector from a cyber-threat perspective. The key sources of concern include the
escalating sophistication of threats, increased volume of cyber-attacks in the world at large, and an ever
expanding cyber-attack surface. These sources require a continuous improvement in the Issuers' controls
to detect, react to, and monitor cyber-attacks to ensure appropriate response and remediation. A
successful cyber-attack could result in material losses of client or customer information, sabotage and/or
damage of computer systems, reputational damage and may lead to regulatory penalties or financia
losses.

The Group's businesses are subject to their ability to quickly adapt to disruptions while maintaining
continuous business operations.

Any failure in the continuity of the Issuers' operations and services could have a materially adverse effect
on the Issuers' business, financial condition and/or results of operations.

The Group may suffer afailure or interruption in or breach of their information technology systems

The Group’s technology risk refers to the risk associated with the use, ownership, operation, involvement,
influence and adoption of technology by the Issuers. It consists of technology-related events and
conditions that could potentially impact the business including but not limited to technology changes,
updates or aterations, digital services and cloud computing. A key consideration within technology risk is
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the Issuers' strategic focus to effectively adopt and use technology to achieve business objectives and be
competitive.

The Group’s main technology risks include the failure or interruption of critical systems, cybercrime,
unauthorised access to systems, failure or exposure of a third-party service provider used by the Issuers
and the inability to serve their customers' needs in atimely manner.

The Group’s have a high dependency on their technology systems and operations infrastructure to
conduct their business. The Group regards these systems as critical to improving productivity and
maintaining the Group’ s competitive edge.

Any failure, interruption or breach in security of these systems could result in failures or interruptions in
its risk management, general ledger, deposit servicing, loan servicing, debt recovery, payment custody
and/or other important systems. If the Group’s information systems fail, even for a short period of time,
they could be unable to serve some or all customers' needs on atimely basis which could result in aloss
of business. In addition, a temporary shutdown of the Issuers' information systems could result in costs
that are required for information retrieval and verification.

The "Core Banking Transformation Programme” is an upgrade of the SBSA's core banking system and is
an investment which is intended to create a significant long-term competitive advantage. However, the
complexity inherent in the current IT environment, dual operation of the legacy systems and the new
systems during the migration phase could be a large contributor to operational risk. Deliberate action has
been taken to minimise disruption to the business during the systems migration and to deliver predictable
change for the Issuer's operations and customers. SBSA substantially completed the Core Banking
Transformation Programme in early 2018 with 93 per cent. of transactional account clients on the new
platform.

The occurrence of any failures or interruptions in the Group’'s technology systems and operations
infrastructure could have a materialy adverse effect on the Issuers business, financial condition and/or
results of operations.

The Group may suffer reputational or financial damage as a result of misconduct by third-parties.

The Group outsources certain services to third-party service providers. The Group faces a risk of loss or
disruption to their services due to ineffective management of third-party relationships by the Group, and
misconduct, such as participation in financial crimes, by third-parties.

The Group may be unable to recruit, retain and motivate key personnel

An inability to recruit, retain and motivate key personnel would negatively affect the ability of the
Group's to adequately and efficiently serve clients, support operations and deliver its business strategy.
This risk is driven by, inter alia, a multi-generation workforce (which is characetrised by, for example,
having divergent career aspirations and differing levels of technical competency) and arise in digitisation
and automation, which calls for a different set of skills. The Group performance is dependent on the
talents and efforts of key personnel, some of whom may have been employed by the Group for a
substantial period of time and have developed with the business. The Group’s continued ability to
compete effectively and further develop its businesses also depends on its ability to attract new
employees. In relation to the development and training of new staff, the Group are reliant on the
continued development of the educational sector within South Africa, including access to facilities and
educational programmes by its future employees.

Terrorist acts, hostility arising from competing political groups, acts of war, and other types of event
risk could have a negative impact on the business

Terrorist acts, hogtility arising from competing political groups, acts of war, government expropriation or
confiscatory acts, currency inconvertibility, financial markets closure, health pandemics and other types
of event risk and responses to those acts and events, may have both direct and indirect negative impacts
on South Africa, the rest of Africaand international economic conditions generally, and more specifically
on the business and results of operations of the Issuersin ways that cannot be predicted.
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The impact of any future change in law or regulation on the I ssuers businessisuncertain

The Issuers are subject to the laws, regulations, administrative actions and policies of South Africa and
each other jurisdiction in which they operate, and the Issuers’ activities may be constrained by applicable
legal and regulatory requirements. Changes in regulation and supervision, particularly in South Africa,
could materially affect the Issuers' business, the products or services offered, the value of their assets and
their financial condition. Although the Issuers work closely with their regulators and continuoudy
monitor the situation, future changes in regulation, fiscal or other policies cannot be predicted and are
beyond the control of the Issuers. The Issuers may incur reputational damage and financial losses if they
are unable to anticipate or prepare for future changesto law or regulation.

Notable regulatory interventionsin South Africa over the last few years have included numerous pieces of
legislation such as the Financial Intelligence Centre Amendment Act, 2017 ("FICA") (which provides for
anti-money laundering regulations, which has been phased in, with the mgjority of the provisions coming
into effect by 1 October 2017, with the focus now on implementation); the Financial Advisory and
Intermediary Services Act, 2002 ("FAIS", which regulates financial intermediary accreditation and
discipline); the Financial Sector Regulation Act, 2017 ("FSR Act") (implementing the "Twin Peaks'
system of financia sector supervision and regulation in South Africa, with the majority of the sections
coming into effect on 1 April 2018); the Financial Markets Act 2012 (the "Financial Markets Act")
(which regulates financial markets) and the National Credit Amendment Act, 2014 (the "National
Credit Amendment Act") which regulates the provision of consumer credit.

South Africa has implemented the "Twin Peaks" system of financial sector supervision and regulation as
part of broader financial sector reform initiatives. It is similar to the system implemented in the UK on 1
April 2013. The FSR Act has set up two regulators for the financial sector, a Prudential Authority ("PA™)
housed in the SARB, and a new Financial Sector Conduct Authority ("FSCA") which replaces the
Financial Services Board and has a broader mandate than its predecessor. Existing financial sector
legislation will now be repealed, aligned or standardised to fall in line with the FSR Act. The draft
Conduct of Financial Ingtitutions (“ CoFI") Bill sets up the legislative framework for the supervision and
regulation of market conduct, market integrity and financial education for the entire financial sector, and
was released on 18 December 2018 for comment. The draft CoFl Bill introduces licensing conditions for
FSCA, requirements for senior managers (similar to the UK’s senior manager regime), product and
service development governance, and operational requirements. The FSCA has yet to provide an
indication as to when arevised draft CoFl Bill will be released.

The Financial Markets Act and the Regulations promulgated under the Financial Markets Act (the "FM A
Regulations"), which came into effect on 9 February 2018, have modernised South Africa's securities
services legidlation in line with international best practice and regulatory principles and provides an
enabling framework for the regulation of over-the-counter ("OTC") derivatives. The FMA Regulations
regquire mandatory reporting of OTC derivatives trades to a licenced trade repository in South Africa as
well as the exchange of initial and variation margin for non-centrally cleared OTC derivative transactions
once the relevant draft conduct standards have been finalised. The Financial Markets Review was
published in 2018 by the Financial Markets Review Committee and recommends amendments to the
FMA Regulations to align to CoFl with additional conduct and market integrity standards. The Financial
Markets Review Committee is made up of reprsentatives from the National Treasury, the SARB and the
FSCA

A parliamentary committee has been set up to investigate Section 25 of the Constitution on expropriating
property. Public hearings were held, and afinal report is expected in 2019. In addition, amendments to the
Expropriation Act are being debated in Parliament. This investigation, together with slow progress on the
legislation necessary for land reform programmes, is likely to create an uncertain policy environment for
land in the short term for the financial sector.

Consumer credit regulation has been tightened to provide stronger consumer protection under the
National Credit Act, 2005 (the "National Credit Act"), and includes Affordability Assessment
Regulations for unsecured loans (2015), and the Review of Fees and Interest Rates (2016), which capped
consumer credit interest rates, administration fees and initiation fees. Additional amendments to the NCA
have been approved by Parliament, and are awaiting the President’s assent. These include increased
powers of enforcement of the regulator, and additional mechanisms to assist vulnerable, over-indebted
customers, and, inter alia, to provide for debt intervention for low income earners within South Africa
(earning less or equal to R7500). The combined impact of these reforms may increase the cost of credit
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for consumers as well asrestrict accessto credit from formal credit providers for the lower income market.
The Issuers continue to engage with the relevant policy-makers on thisissue.

During 2017, the SARB’ s Financial Stability Department released a discussion document on designing a
deposit insurance scheme ("DI1S") for South Africa. As a member of the G20, South Africa has agreed to
adopt the Financial Stability Board's "Key Attributes of Effective Resolution Regimes for Financial
Institutions', one of which requires jurisdictions to have a privately-funded depositor protection and/or a
resolution fund in place. The paper advocates the need for an explicit, privately-funded DIS for South
Africa, the main objective being the protection of less financially sophisticated depositors in the event of
a bank failure. It presents proposals on the key design features of such a DIS and aims to solicit views
on these proposals. The National Treasury published a paper during 2015 entitled " Strengthening South
Africa’s Resolution Framework for Financial Institutions” which sets out proposals for the introduction
of aresolution framework in South Africa. A draft Financial Sector Laws Amendment Bill was released
for public comment on 25 September 2018. The purpose of the Bill, among other matters, is to provide
for the establishment of a framework for the resolution of banks and systemically important non-bank
financia institutions in South Africa and to establish a DIS in line with the proposals set out in the
papers published by the SARB and the National Treasury. The Bill proposes amendments to 11 existing
actsincluding the Insolvency Act 1936, the Banks Act and the FSR. The Bill proposes the designation of
the SARB as the resolution authority and the establishment of a depositor insurance scheme, including a
Corporation for Deposit Insurance and a Deposit Insurance Fund. It also proposes amendments to the
creditor hierarchy in the Insolvency Act.

In addition, the Group may be affected by material regulatory developments in the jurisdictionsin which
it operates, other than South Africa. An interventionist approach to exchange control management
continued in several African jurisdictionsin 2018. In Angola and Zimbabwe, the central banks continued
to tightly restrict the sale and purchase of foreign currency, and amendments to exchange control
regquirements were also enacted in Namibia, Mozambique, Nigeria, the Democratic Republic of Congo
("DRC"), Tanzania and Swaziland.

Increased regulatory capital requirements have been introduced in the DRC and Mozambique. The central
bank in DRC issued Directive 14 on Prudential Management Standards, amendment 7, revising the
minimum capital for banks to USD30 million. The instruction differentiates between Tier 1 and
complementary capital.

The I ssuers may not be able to detect money laundering and other illegal or improper activities fully or
on a timely basis, which could expose the Issuers to additional liability and have a material adverse
effect on them

The Issuers are required to comply with applicable anti-money laundering and anti-terrorism laws in
South Africa. The Financia Intelligence Centre Act, 2001 (as amended by the Financia Intelligence
Centre Amendment Act, 2017) and the Money Laundering and Terrorist Financing Regulations
(published in Government Gazette 1595 on 20 December 2002, as amended) require the Issuers, among
other things, to adopt and enforce "know your customer” policies and procedures and to report suspicious
and unusual transactions to the applicable regulatory authorities — see the sections titled "Description of
Sandard Bank Group Limited — Regulation — Anti—money laundering regulations' on page 155 and
"Description of the Sandard Bank of South Africa - Regulation - Anti-money laundering regulations” on
page 204. Additionally, regulators across Africa require financial institutions to adopt risk-based
approaches to managing risks associated with money laundering and the financing of terrorism.
Regulators expect financial ingtitutions to conduct due diligence processes, technologicaly driven
transaction surveillance and reporting mechanisms in countries such as Kenya, Mozambique, Nigeria,
Lesotho, Botswana, Maawi, Zimbabwe, Ghana, Mauritius and Zambia. While the Issuers have adopted
policies and procedures aimed at detecting and preventing the use of their banking network for money
laundering and terrorist financing activity, such policies and procedures may not completely eliminate
instances in which the Issuers may be used by other parties to engage in money laundering or other illegal
or improper activities. To the extent that the Issuers may fail to fully comply with applicable laws and
regulations, various regulatory authorities to which they report have the authority to impose fines and
other penalties. In addition, the Issuers could suffer reputational harm if clients are found to have used
them for money laundering or illegal purposes.
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Risksrelating to Emerging Markets

South Africais generally considered by international investorsto be an emerging market. In addition, the
Group is an African focused universal financial services group with operations in 20 countries in sub-
Saharan Africa. SBSA and its subsidiaries are fully integrated with the rest of the Group and therefore
also play akey rolein positioning the Group to capitalise on the growth in emerging markets in the rest of
Africa. Investors in emerging markets such as South Africa and sub-Saharan Africa should be aware that
these markets may be subject to greater risk than more developed markets. These risks include economic
instability as well as, in some cases, significant legal and political risks.

Economic and financial market volatility in South Africa has been caused by many different factors. Due
toitsliquidity and use as a proxy for emerging market trades, the Rand is particularly exposed to changes
in investor sentiment and resulting periods of volatility. In addition to this, economic instability in South
Africa and in other emerging market countries is caused by many different factors, including the
following:

labour unrest;

policy uncertainty;

awide current account deficit;
currency volatility;

falling commaodity prices;
capital outflows; and
adecline in domestic demand.

Any of these factors, amongst others, as well as volatility in the markets for securities similar to the
Notes, may adversely affect the value or liquidity of the Notes.

Accordingly, investors should exercise particular care in eval uating the risks involved and must decide for
themselves whether, in light of those risks, their investment is appropriate. Generaly, investment in
emerging markets is only suitable for sophisticated investors who fully appreciate the significance of the
risks involved, and prospective investors are urged to consult with their own legal and financia advisors
before making an investment in the Notes.

Investors should also note that developing markets, such as those in African countries, are subject to rapid
change.

Regulatory Environment

The Group is subject to government regulation in South Africa. Regulatory agencies have broad
jurisdiction over many aspects of the Group's business, which may include capital adequacy, premium
rates, marketing and selling practices, advertising, licensing agents, policy forms, terms of business and
permitted investments.

Changes in government policy, legislation or regulatory interpretation applying to the financial services
industry in the markets in which the Group operates may adversely affect the Issuers' product range,
digtribution channels, capital requirements and, consequently, reported results and financing
reguirements. In particular, any change in regulation to increase the requirements for capital adequacy or
liquidity, or a change in accounting standards, could have a material adverse impact on the Group's
business, results, financial condition or prospects.

During 2011, the South African government (the "Gover nment") issued a policy paper entitled "A Safer
Financial Sector to Serve South Africa Better", which articulated its strategic regulatory objectives. The
document identified four policy priorities to reform the financial sector, namely: financia stability;
consumer protection and market conduct; expanding access of financial services through inclusion; and
combating financial crime. Achieving these objectives required a change in the South African regulatory
landscape from both a structural and a policy perspective including the introduction of a "Twin Peaks"
("Twin Peaks") approach to financial sector regulation. In terms of the Twin Peaks approach, equal focus
is placed on prudential and market conduct regulation with separate but equally important focus on
financial stability. In addition, the FSR Act requires cooperation and collaboration between the financial
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sector regulators, the South African National Credit Regulator, the South African Financial Intelligence
Centre and the SARB.

A phase-in approach is being followed for the implementation of the Twin Peaks system of financial
regulation in South Africa. Most portions of the FSR Act have been implemented, with the chapter on
Conglomerate Supervision (impacting SBG) to be implemented in 2019-2020. In addition, the new FSCA
and National Treasury have released a financial sector conduct bill for comment, to regulate and
supervise the financial sector’s conduct, market integrity and consumer education.

Exchange Controls

Since 1995, certain exchange controls in South Africa have been relaxed. The extent to which the
Government may further relax such exchange controls cannot be predicted with certainty, although the
Government has committed itself to a gradual approach of relaxation. Further relaxation or the abolition
of exchange controls may precipitate a change in the capital flows to and from South Africa. If the net
result of this were to cause large capital outflows, this could adversely affect the Issuers business and
financial condition as awhole.

In addition, the introduction of exchange controls, or changes to existing exchange control regulations, in
the Africa Regions may impact the Group's operations in the relevant country in which the Group
operates, which may in turn adversely affect the Group's business, financial condition or results of
operations.

Risksrelating to the Notes

Thereisno active trading market for the Notes

Notes issued under the Programme will be new securities which may not be widely distributed and for
which there is currently no active trading market (unless in the case of any particular Tranche, such
Tranche is to be consolidated with and form a single series with a Tranche of Notes which is already
issued). If the Notes are traded after their initial issuance, they may trade at a discount to their initial
offering price, depending upon prevailing interest rates, the market for similar securities, genera
economic conditions and the financial condition of the relevant Issuer. Although applications have been,
or will be, made for the Notes issued under the Programme to be admitted to listing on the Official List of
the FCA and to trading on the Market of the London Stock Exchange, there is no assurance that such
applications will be accepted, that any particular Tranche of Notes will be so admitted or that an active
trading market will develop. Accordingly, there is no assurance as to the development or liquidity of any
trading market for any particular Tranche of Notes.

The Notes may be redeemed prior to maturity

Unless in the case of any particular Tranche of Notes the relevant Final Terms specify otherwise, in the
event that the relevant Issuer has or will be obliged to increase the amounts payable in respect of any
Notes due to any withholding or deduction for or on account of, any present or future taxes, duties,
assessments or governmental charges of whatever nature imposed, levied, collected, withheld or assessed
by or on behalf of South Africa or any political subdivision thereof or any authority therein or thereof
having power to tax, the relevant Issuer may redeem all outstanding Notes in accordance with the
Conditions.

In addition, if in the case of any particular Tranche of Notes the relevant Final Terms specify that the
Notes are redeemable at the relevant Issuer's option in certain other circumstances, the relevant Issuer
may choose to redeem the Notes at times when prevailing interest rates may be relatively low. In such
circumstances an investor may not be able to reinvest the redemption proceeds in a comparable security at
an effective interest rate as high as that of the relevant Notes. Any redemption of Subordinated Notes
prior to their Maturity Date (as defined herein) (if any) requires the prior written approval of the PA.
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Because the Global Notes are held by or on behalf of Euroclear and Clearstream, Luxembourg,
investors will have to rely on their procedures for transfers, payments and communications with the
Issuers

Notes issued under the Programme may be represented by one or more Global Notes (as defined herein).
Such Global Notes will be deposited with a common depositary for Euroclear and Clearstream,
Luxembourg. Except in the circumstances described in the relevant Globa Note, investors will not be
entitled to receive definitive Notes. Each of Euroclear and Clearstream, Luxembourg (each as defined
herein) and their respective direct and indirect participants will maintain records of the beneficial interests
in the Global Notes held through it. While the Notes are represented by one or more Global Notes,
investors will be able to trade their beneficial interests only through Euroclear and Clearstream,
L uxembourg.

While the Notes are represented by one or more Global Notes the relevant Issuer will discharge its
payment obligations under the Notes by making payments to or to the order of the common depositary for
Euroclear and Clearstream, Luxembourg for distribution to their account holders. A holder of a beneficial
interest in a Global Note must rely on the procedures of Euroclear and Clearstream, Luxembourg and its
participants to receive payments under the relevant Notes. The relevant Issuer has no responsibility or
liability for the records relating to, or payments made in respect of, beneficia interests in the Global
Notes.

Holders of beneficial interests in the Global Notes will not have a direct right to vote in respect of the
relevant Notes. Instead, such holders will be permitted to act only to the extent that they are enabled by
Euroclear and Clearstream, Luxembourg to appoint appropriate proxies. Similarly, holders of beneficial
interests in the Global Notes will not have a direct right under the Global Notes to take enforcement
action against the relevant Issuer in the event of a default under the relevant Notes but will have to rely
upon their rights under the relevant Deed of Covenant (as defined herein).

Credit Rating

Tranches of Notes issued under the Programme may be rated or unrated. If a rating is assigned to any
issue of Notes, the rating may not reflect the potential impact of al risks related to structure, market,
additional factors discussed herein, and other factors that may affect the value of the Notes. A credit
rating is not a recommendation to buy, sell or hold securities and may be subject to suspension, reduction
or withdrawal at any time by the assigning rating agency. Any adverse change in an applicable credit
rating could adversely affect the trading price for the Notes issued under the Programme.

Exchangeraterisks

The relevant Issuer will pay principal and interest on the Notes in the Specified Currency (as defined in
the Final Terms). This presents certain risks relating to currency conversions if an investor's financial
activities are denominated principally in a currency or currency unit (the "Investor's Currency") other
than the Specified Currency. These include the risk that exchange rates may significantly change
(including changes due to devaluation of the Specified Currency or revaluation of the Investor's
Currency) and the risk that authorities with jurisdiction over the Investor's Currency may impose or
modify exchange controls. An appreciation in the value of the Investor's Currency relative to the
Specified Currency would decrease (i) the Investor's Currency-equivalent yield on the Notes, (ii) the
Investor's Currency equivalent value of the principal payable on the Notes and (iii) the Investor's
Currency equivalent market value of the Notes. Similarly, the relevant Issuer may be exposed to potential
losses if the Specified Currency were to depreciate against key currencies in which the relevant Issuer's
revenues are based, which may have an adverse effect on its financial condition and results of operations.

Legal investment considerations may restrict certain investments

The investment activities of certain investors are subject to legal investment laws and regulations, or
review or regulation by certain authorities. Each potential investor should consult its legal advisers to
determine whether and to what extent (i) Notes are legal investments for it, (ii) Notes can be used as
collateral for various types of borrowing and (iii) other restrictions apply to its purchase or pledge of any
Notes. Financial institutions should consult their legal advisers or the appropriate regulators to determine
the appropriate treatment of Notes under any applicable risk based capital or similar rules.
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The Notes may be de-listed, which may materially affect an investor's ability to resell

Any Notes that are listed on the London Stock Exchange or any other listing authority, stock exchange or
guotation system may be de-listed. If any Notes are delisted, the relevant Issuer is obliged to endeavour
promptly to obtain an alternative listing. Although no assurance is made as to the liquidity of the Notes as
a result of listing on the London Stock Exchange or any other listing authority, stock exchange or
guotation system, delisting the Notes may have a material adverse effect on a Noteholder's ability to resell
the Notesin the secondary market.

Risks related to the structure of the particular issue of Notes

A wide range of Notes may be issued under the Programme. A number of these Notes may have features
which contain particular risks for potential investors. Set out below is a description of certain such
features:

Notes subject to optional redemption by the relevant I ssuer

An optional redemption feature is likely to limit the market value of the Notes. During any period when
the relevant Issuer may elect to redeem the Notes, the market value of those Notes generally will not rise
substantially above the price at which they can be redeemed. This also may be true prior to any
redemption period. The relevant Issuer may be expected to redeem Notes when its cost of borrowing is
lower than the interest rate on the Notes. At those times, an investor generally would not be able to re-
invest the redemption proceeds at an effective interest rate as high as the interest rate on the Notes being
redeemed and may only be able to do so at a significantly lower rate. Potential investors should consider
reinvestment risk in light of other investments available at that time.

Notesissued at a substantial discount or premium

The market values of securities issued at a substantial discount or premium from their principal amount
tend to fluctuate more in relation to general changes in interest rates than do prices for conventional
interest bearing securities. Generally, the longer the remaining term of the securities, the greater the price
volatility as compared to conventional interest-bearing securities with comparable maturities.

Modification and waivers and substitution

The Conditions of the Notes contain provisions for calling meetings of Noteholders to consider matters
affecting their interests generally. These provisions permit defined mgjorities to bind all Noteholders
including Noteholders who did not attend and vote at the relevant meeting and Noteholders who voted in
amanner contrary to the majority.

Changein law

The Notes and any non-contractual obligations arising out of or in connection with the Notes are
governed by English law, save that the provisions of Conditions 4(b) (Status of the Subordinated Notes
that are not Tier 2 Notes), 4(c) (Status of Tier 2 Notes), 4(d) (Loss Absorption Following A Non-Viability
Event), 4(e) (Disapplication of Non-Viability Loss Absorption), 10(I) (Conditions to Redemption,
Purchase, Modification, Substitution or Variation of Tier 2 Notes) and 14.2 (Events of Default relating to
the Subordinated Notes) are governed by, and will be construed in accordance with, South African law.
No assurance can be given as to the impact of any possible judicial decision or change to English or South
African law or administrative practice in either such jurisdiction after the date of this Base Prospectus.

Denominations

In relation to any issue of Notes which have a denomination consisting of the minimum Specified
Denomination (as defined in the Conditions) of EUR100,000 (or its equivalent) plus a higher integral
multiple of another smaller amount, it is possible that the Notes may be traded in amounts in excess of
EUR100,000 (or its equivalent) that are not integral multiples of EUR100,000 (or its equivalent). In such
a case, a Noteholder who, as a result of trading such amounts, holds a principal amount of less than the
minimum Specified Denomination may not receive a definitive note in respect of such holding (should
definitive notes be printed) and would need to purchase a principal amount of Notes such that its holding
amounts to a Specified Denomination. Definitive notes will only be issued if (a) Euroclear or
Clearstream, Luxembourg (or other relevant clearing system) is closed for business for a continuous
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period of 14 days (other than by reason of legal holidays) or announces an intention permanently to cease
business or (b) any of the circumstances described in Condition 14 (Events of Default) occurs.

The reset of the rate of interest with respect to the Reset Notes on each Reset Date could affect the
market value of an investment in such Notes

As set out in Condition 9 (Reset Note Provisions), Reset Notes will initially bear interest at the relevant
Initial Rate of Interest which will be reset on the first Reset Date (and if applicable, Subsequent Reset
Dates) (each such interest rate, a "Subsequent Reset Rate of Interest"). The Subsequent Reset Rate of
Interest for any relevant Reset Period could be less than the relevant Initial Rate of Interest or the relevant
Subsequent Reset Rate of Interest for prior Reset Periods, which could affect the market value of an
investment in the relevant Notes.

Reset Notes may bear interest at a rate that the relevant Issuer may elect to convert from a fixed rate to a
floating rate. The relevant Issuer’s ability to convert the interest rate will affect the secondary market and
the market value of such Notes since the relevant Issuer may be expected to convert the rate when it is
likely to produce a lower overall cost of borrowing. If the relevant Issuer converts from a fixed rate to a
floating rate, the spread on such Notes may be less favourable than the prevailing spreads on comparable
floating rate Notes tied to the same reference rate.

The value of and return on any Notes linked to a benchmark may be adversely affected by ongoing
national and international regulatory reform in relation to benchmarks

The London Interbank Offered Rate ("L1BOR"), the Euro Interbank Offered Rate ("EURIBOR") and
other interest rates or other types of rates and indices which are deemed to be "benchmarks' are the
subject of recent national and international regulatory guidance and proposals for reform. Some of these
reforms are already effective whilst others are till to be implemented. These reforms may cause such
benchmarks to perform differently than in the past, to disappear entirely, or have other consequences
which cannot be predicted. Any such consequence could have a material adverse effect on any Notes
linked to or referencing such "benchmark”. The Benchmarks Regulation was published in the Official
Journal of the EU on 29 June 2016 and applied from 1 January 2018. The Benchmarks Regulation applies
to the provision of benchmarks, the contribution of input data to a benchmark and the use of a benchmark
within the EU. It, among other things, (i) requires benchmark administrators to be authorised or registered
(or, if non-EU-based, to be subject to an equivalent regime or otherwise recognised or endorsed) and (ii)
prevents certain uses by EU supervised entities of "benchmarks' of administrators that are not authorised
or registered (or, if non-EU based, not deemed equivalent or recognised or endorsed).

These reforms (including the Benchmarks Regulation) could have a material impact on any Notes linked
to or referencing a "benchmark”, in particular, if the methodology or other terms of the "relevant
benchmark" are changed in order to comply with the requirements of the Benchmark Regulation. Such
changes could, among other things, have the effect of reducing, increasing or otherwise affecting the
volatility of the published rate or level of the "relevant benchmark™.

It is not possible to predict with certainty whether, and to what extent, LIBOR, EURIBOR or any other
benchmark will continue to be supported going forward. This may cause LIBOR, EURIBOR or any other
such benchmark to perform differently than they have done in the past, and may have other consequences
which cannot be predicted. The potential elimination of LIBOR, EURIBOR or any other benchmark, or
changes in the manner of administration of any benchmark, could require an adjustment to the Conditions
of the Notes, or result in other conseguences, in respect of any Notes referencing such benchmark. More
broadly, any of the international or national reforms, or the general increased regulatory scrutiny of
"benchmarks", could increase the costs and risks of administering or otherwise participating in the setting
of a "benchmark" and complying with any such regulations or requirements. Such factors may have
(without limitation) the following effects on certain "benchmarks': (i) discouraging market participants
from continuing to administer or contribute to the "benchmark"; (ii) triggering changes in the rules or
methodologies used in the "benchmark”; and/or (iii) leading to the disappearance of the "benchmark".
Any of the above changes or any other consequential changes as a result of international or national
reforms or other initiatives or investigations, could have a material adverse effect on the value of and
return on any Notes linked to, referencing, or otherwise dependent (in whole or in part) upon, a
"benchmark”.
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In a speech on 27 July 2017, Andrew Bailey, the Chief Executive of the FCA, questioned the
sustainability of LIBOR in its current form, and advocated a transition away from reliance on LIBOR to
aternative reference rates. He noted that currently there is wide support among the LIBOR panel banks
for voluntarily sustaining LIBOR until the end of 2021, facilitating this transition. At the end of this
period, it is the FCA’s intention that it will not be necessary to sustain LIBOR through its influence or
legal powers by persuading, or obliging banks to submit to LIBOR. Therefore, the continuation of LIBOR
inits current form (or at all) after 2021 cannot be guaranteed.

In the event that LIBOR or any other benchmark is permanently discontinued, the relevant Issuer may,
after appointing and consulting with an Independent Adviser, determine a Successor Rate or Alternative
Rate to be used in place of LIBOR or the relevant benchmark where LIBOR or any other benchmark has
been selected as the Reference Rate to determine the Rate of Interest. The use of any such Successor Rate
or Alternative Rate to determine the Rate of Interest may result in Notes linked to or referencing LIBOR
or the relevant benchmark performing differently (including paying a lower Rate of Interest) than they
would do if LIBOR or the relevant benchmark were to continue to apply inits current form.

Furthermore, if a Successor Rate or Alternative Rate for LIBOR or the relevant benchmark is determined
by the relevant Issuer, the Conditions provide that the relevant Issuer may vary the Conditions, as
necessary to ensure the proper operation of such Successor Rate or Alternative Rate, without any
reguirement for consent or approval of the Noteholders.

If a Successor Rate or Alternative Rate is determined by the relevant I ssuer, the Conditions also provide
that an Adjustment Spread may be determined by the relevant Issuer to be applied to such Successor Rate
or Alternative Rate. The aim of the Adjustment Spread is to reduce or eliminate, so far as is practicable,
any economic prejudice or benefit (as the case may be) to Noteholders and Couponholders as a result of
the replacement of LIBOR or the relevant benchmark with the Successor Rate or the Alternative Rate.
However, there is no guarantee that such an Adjustment Spread will be determined or applied, or that the
application of an Adjustment Spread will either reduce or eliminate economic prejudice to Noteholders
and Couponholders. If no Adjustment Spread is determined, a Successor Rate or Alternative Rate may
nonetheless be used to determine the Rate of Interest.

The Conditions do not permit the relevant |ssuer to determine a Successor Rate or Alternative Rate to be
used in place of LIBOR or any other benchmark, in circumstances where the relevant Issuer is unable to
appoint and consult with an Independent Adviser of international repute, or with appropriate expertise. In
the event of a permanent discontinuation of LIBOR or any other benchmark, the relevant Issuer may be
unable to appoint an Independent Adviser in atimely manner, or at al, in which case it will be unable to
determine a Successor Rate or Alternative Rate. In these circumstances, where LIBOR or any other
benchmark has been discontinued, the Rate of Interest will revert to the Rate of Interest applicable as at
the last preceding Interest Determination Date before LIBOR or the relevant benchmark was discontinued
and such Rate of Interest will continue to apply until maturity. Furthermore, no Successor Rate,
Alternative Rate or Adjustment Spread will be adopted, nor will any other amendment to the terms and
conditions of any Series of Notes be made to effect the Benchmark Amendments, if and to the extent that,
in the determination of the relevant Issuer, the same could reasonably be expected to prejudice the
qualification of the relevant Series of Subordinated Notes as Tier 2 Capital. Any of the foregoing may
result in the effective application of afixed rate for the relevant Series of Notes.

In addition, if LIBOR or any other benchmark is discontinued permanently, and the relevant Issuer, for
any reason, is unable to determine any of the Successor Rate or Alternative Rate, the Rate of Interest may
revert to the Rate of Interest applicable as at the last preceding Interest Determination Date before LIBOR
or the relevant benchmark was discontinued, and such Rate of Interest will continue to apply until
maturity.

Investors should consult their own independent advisers and make their own assessment about the
potential risks imposed by the Benchmark Regulation reforms in making any investment decision with
respect to any Notes linked to or referencing a "benchmark".

In respect of any Notes issued as Green Bonds, there can be no assurance that such use of proceeds
will be suitable for the investment criteria of an investor

The Final Terms relating to any specific Tranche of Notes may provide that it will be the relevant Issuer's
intention to apply the proceeds from an offer of those Notes specifically for projects and activities that
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promote climate-friendly and other environmental purposes ("Green Projects'). Prospective investors
should determine for themselves the relevance of such information for the purpose of any investment in
such Notes together with any other investigation such investor deems necessary. In particular no
assurance is given by the relevant I ssuer that the use of such proceeds for any Green Projects will satisfy,
whether in whole or in part, any present or future investor expectations or requirements as regards any
investment criteria or guidelines with which such investor or its investments are required to comply,
whether by any present or future applicable law or regulations or by its own by-laws or other governing
rules or investment portfolio mandates, in particular with regard to any direct or indirect environmental,
sustainability or social impact of any projects or uses, the subject of or related to, any Green Projects.
Furthermore, it should be noted that there is currently no clearly defined definition (legal, regulatory or
otherwise) of, nor market consensus as to what constitutes, a "green" or "sustainable" or an equivalently-
labelled project or as to what precise attributes are required for a particular project to be defined as
"green" or "sustainable" or such other equivalent label nor can any assurance be given that such a clear
definition or consensus will develop over time. Accordingly, no assurance is or can be given to investors
that any projects or uses the subject of, or related to, any Green Projects will meet any or all investor
expectations regarding such "green", "sustainable" or other equivalently-labelled performance objectives
or that any adverse environmental, social and/or other impacts will not occur during the implementation
of any projects or uses the subject of, or related to, any Green Projects.

No assurance or representation is given as to the suitability or reliability for any purpose whatsoever of
any opinion or certification of any third party (whether or not solicited by the relevant Issuer) which may
be made available in connection with the issue of any Notes and in particular with any Green Projects to
fulfil any environmental, sustainability, social and/or other criteria. For the avoidance of doubt, any such
opinion or certification is not, nor shall be deemed to be, incorporated in and/or form part of this Base
Prospectus. Any such opinion or certification is not, nor should be deemed to be, a recommendation by
the relevant Issuer or any other person to buy, sell or hold any such Notes. Any such opinion or
certification is only current as of the date that opinion was initially issued. Prospective investors must
determine for themselves the relevance of any such opinion or certification and/or the information
contained therein and/or the provider of such opinion or certification for the purpose of any investment in
such Notes. Currently, the providers of such opinions and certifications are not subject to any specific
regulatory or other regime or oversight.

In the event that any such Notes are listed or admitted to trading on any dedicated "green",
"environmental", "sustainable" or other equivalently-labelled segment of any stock exchange or securities
market (whether or not regulated), no representation or assurance is given by the relevant Issuer or any
other person that such listing or admission satisfies, whether in whole or in part, any present or future
investor expectations or requirements as regards any investment criteria or guidelines with which such
investor or its investments are required to comply, whether by any present or future applicable law or
regulations or by its own by-laws or other governing rules or investment portfolio mandates, in particular
with regard to any direct or indirect environmental, sustainability or social impact of any projects or uses,
the subject of or related to, any Green Projects. Furthermore, it should be noted that the criteria for any
such listings or admission to trading may vary from one stock exchange or securities market to another.
Nor is any representation or assurance given or made by the relevant Issuer or any other person that any
such listing or admission to trading will be obtained in respect of any such Notes or, if obtained, that any
such listing or admission to trading will be maintained during the life of the Notes.

While it is the intention of the relevant Issuer to apply the proceeds of any Notes so specified for Green
Projects in, or substantially in, the manner described in the applicable Final Terms, there can be no
assurance that the relevant project(s) or use(s) the subject of, or related to, any Green Projects will be
capable of being implemented in or substantially in such manner and/or accordance with any timing
schedule and that accordingly such proceeds will be totally or partialy disbursed for such Green Projects.
Nor can there be any assurance that such Green Projects will be completed within any specified period or
at all or with the results or outcome (whether or not related to the environment) as originally expected or
anticipated by the relevant Issuer. Any such event or failure by the relevant Issuer will not constitute an
Event of Default under the Notes.

Any such event or failure to apply the proceeds of any issue of Notes for any Green Projects as aforesaid
and/or withdrawal of any such opinion or certification or any such opinion or certification attesting that
the relevant Issuer is not complying in whole or in part with any matters for which such opinion or
certification is opining or certifying on and/or any such Notes no longer being listed or admitted to
trading on any stock exchange or securities market as aforesaid may have a material adverse effect on the
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value of such Notes and also potentially the value of any other Notes which are intended to finance Green
Projects and/or result in adverse consequences for certain investors with portfolio mandates to invest in
securities to be used for a particular purpose.

Risksrelating to Subordinated Notes

Substitution or Variation of Tier 2 Notes upon the occurrence of a Capital Disqualification Event, Tax
Event (Gross Up), Tax Event (Deductibility) or a Changein Law

Upon the occurrence and continuation of a Capital Disqualification Event, Tax Event (Gross Up), Tax
Event (Deductibility) or, if specified in the Final Terms, a Change in Law (each as defined in Condition 2
(Interpretation)), the relevant Issuer may, subject as provided in Condition 10(k) (Substitution or
Variation) and without the need for any consent of the Noteholders or Couponholders, substitute all (but
not some only) of any Series of Tier 2 Notes, or vary the terms of al (but not only some) such Notes so
that they remain or, as appropriate, become, Qualifying Tier 2 Securities (as defined in Condition 2
(Interpretation)). While the relevant Issuer cannot make changes to the terms of Tier 2 Notes that are
materially less favourable to the holders of the relevant Tier 2 Notes as a class, no assurance can be given
as to whether any of these changes will negatively affect any particular Holder. In addition, the tax
consequences of holding such substituted or varied Tier 2 Notes could be different for some categories of
Holders from the tax consequences for them of holding the Tier 2 Notes prior to such substitution or
variation.

Early Redemption of Subordinated Notes upon the occurrence of a Capital Disqualification Event (in
relation to Tier 2 Notes only), Tax Event (Gross Up), Tax Event (Deductibility) or a Changein Law

Upon the occurrence and continuation of a Capital Disqualification Event (in relation to Tier 2 Notes
only), Tax Event (Gross up), Tax Event (Deductibility) or, if specified in the Final Terms, a Change in
Law (each as defined in Condition 2 (Interpretation), but (other than in respect of a Capita
Disgualification Event) subject to Condition 10(l) (Conditions to Redemption, Purchase, Modification,
Substitution or Variation of Tier 2 Notes), the relevant Issuer may, at its option, redeem all (but not some
only) of the Subordinated Notes at the Early Redemption Amount as specified in, or determined in the
manner specified in, the applicable Final Terms or Pricing Supplement. Noteholders will not receive a
make-whole amount or any other compensation in the event of any early redemption of Notes.

There can be no assurance that holders of Notes will be able to reinvest the amounts received upon
redemption at arate that will provide the same rate of return as their investmentsin the Notes.

Therelevant I ssuer's obligations under Tier 2 Notes are subordinated and Tier 2 Noteholderswill have
no right of set-off

The relevant Issuer's obligations under Tier 2 Notes will be unsecured and subordinated and will, in the
event that the relevant Issuer is placed into liquidation or is wound-up, be subordinated to the claims of
Senior Creditors (as defined in Condition 2 (Interpretation)) of the relevant Issuer.

If the relevant Issuer is wound-up or put into liquidation, voluntarily or involuntarily, Tier 2 Noteholders
(as defined in the Conditions) will not be entitled to any payments of principal or interest in respect of the
Tier 2 Notes until the claims of Senior Creditors which are admissible in any such winding-up or
liquidation have been paid or discharged in full. If the relevant Issuer does not have sufficient assets at the
time of winding-up or liquidation to satisfy the claims of the Senior Creditors, then Tier 2 Noteholders
will not receive any payment in respect of their Tier 2 Notes.

In addition, the rights of Tier 2 Noteholders are limited in certain respects. In particular, if the relevant
Issuer defaults on a payment of any amount due on a Tier 2 Note for a period of 7 (seven) days or more,
such Tier 2 Noteholder may only institute proceedings for the winding-up of the relevant Issuer (and/or
prove a claim in any winding-up of the relevant Issuer) but take no other action in respect of that default.
Only if an order of court is made or an effective resolution is passed for the winding-up, liquidation or
dissolution of the relevant Issuer (other than pursuant to a Solvent Reconstruction (as defined in
Condition 2 (Interpretation)) shall Tier 2 Noteholders be able to declare (upon written notice) such Tier 2
Note immediately due and payable.

Subject to Applicable Law, in accordance with the Conditions no Tier 2 Noteholder may exercise, claim
or plead any right of set-off, compensation or retention in respect of any amount owed to it by the
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relevant Issuer under or in connection with the Tier 2 Notes and each Tier 2 Noteholder shall, by virtue of
being the holder of any Tier 2 Note, be deemed to have waived all such rights of set-off, compensation
and retention.

Accordingly, although Tier 2 Notes may pay a higher rate of interest than comparable Notes which are
not subordinated, thereisareal risk that an investor in Tier 2 Notes will lose al or some of its investment
should the relevant | ssuer become insolvent.

Subordinated Notes that are not Tier 2 Notes will be subordinated to most of the relevant Issuer's
liabilities

The payment obligations of the relevant Issuer under Subordinated Notes that are not Tier 2 Notes will
rank behind Unsubordinated Notes. Subordinated Notes that are not Tier 2 Notes constitute direct,
unsecured and subordinated obligations of the relevant Issuer and rank pari passu among themselves and
at least pari passu with all Other Subordinated Securities (as defined in Condition 2 (Interpretation)) but
in priority to Tier 2 Capital.

With regard to any Subordinated Notes that are not Tier 2 Notes, if the relevant Issuer is declared
insolvent and a winding up is initiated, the relevant Issuer will be required to pay the holders of
unsubordinated debt and meet its obligations to all its other creditors (including unsecured creditors but
excluding any obligations in respect of Other Subordinated Securities and Other Tier 2 Securities) in full
before it can make any payments on Subordinated Notes that are not Tier 2 Notes. If this occurs, the
relevant Issuer may not have enough assets remaining after these payments to pay amounts due under
such Subordinated Notes that are not Tier 2 Notes.

The relevant Issuer is not prohibited from issuing further debt which may rank pari passu with or
senior to the Subordinated Notes

There is no restriction on the amount of securities or indebtedness that the relevant Issuer may issue or
incur which ranks senior to, or pari passu with, Subordinated Notes. The issue of any such securities or
indebtedness may reduce the amount recoverable by holders of Subordinated Notes on a winding-up,
liquidation or curatorship of the relevant I ssuer.

Statutory Loss Absorption at the Point of Non-Viability of the relevant | ssuer

Basel 111 requires the implementation of certain non-viability requirements as set out in the press release
dated 13 January 2011 of the BCBS entitled "Minimum requirements to ensure loss absorbency at the
point of non-viability" (the "Basel 111 Non-Viability Requirements'). The Basel 111 Non-Viability
Requirements represent part of the broader package of guidance issued by the BCBS on 16 December
2010 and 13 January 2011 inrelation to Basel 111.

Under the Basel 111 Non-Viability Requirements, the terms and conditions of all Additional Tier 1 and
Tier 2 instruments (as defined below) issued by an internationally-active bank must have a provision that
requires such instruments, at the option of the relevant authority, to either be written off or converted into
common equity upon the occurrence of atrigger event (described below) unless:

@ the governing jurisdiction of the bank has in place laws that (i) require such Tier 1 and Tier 2
instruments to be written off upon such event, or (ii) otherwise require such instruments to fully
absorb losses before tax payers are exposed to loss (a " Statutory L oss Absor ption Regime" or

"SLAR");
(b) a peer group review confirms that the jurisdiction conforms with paragraph (a) above; and
(c) it is disclosed by the relevant regulator and by the issuing bank, in issuance documents going

forward, that such instruments are subject to loss under paragraph (a) above.

The trigger event is the earlier of: (1) a decision that a write-off, without which the issuing bank would
become non-viable, is necessary, as determined by the relevant authority; and (2) the decision to make a
public sector injection of capital, or equivalent support, without which the issuing bank would have
become non-viable, as determined by the relevant authority.
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Regulation 38(12) of the Regulations Relating to Banks refers to the need for the Basel 111 Non-Viahility
Requirements to be reflected in the terms and conditions of a Tier 2 capital instrument ("Tier 2
instrument") unless a duly enforceable SLAR isin place.

The SARB has provided clarity on the loss absorbency regquirements contemplated in the Regulations
Relating to Banks in Guidance Note 2 of 2012 (Matters related to the implementation of Basel 111) and
Guidance Note 6 of 2017 (Loss absorbency requirements for Additional Tier 1 and Tier 2 capital
instruments) ("Guidance Note 6"), Circular 6 of 2013 (Matters related to conditions for the issue of
instruments or shares, the proceeds of which rank as Tier 2 capital) and Circular 6 of 2014
(Interpretation of specified conditions for the issuing of instruments or shares which rank as additional
tier 1 capital and tier 2 capital), and has indicated that it, together with National Treasury, is in the
process of drafting legidation that will provide for a detailed SLAR. No official statement has however
been made as to when the SLAR will be implemented in South Africa. The SARB has also provided
guidance for its approach on bank recovery and outlined the phased-in approach to be followed in relation
to the development of bank resolution plans in Guidance Note 4 of 2012 (Further guidance on the
development of recovery and resolution plans by South African banks). These Guidance Notes are
broadly drafted and require further refinement, and market participants continue to discuss the
Regulations Relating to Banks and the Guidance Notes with the SARB. Paragraph 1.3 of Guidance Note
6 provides that the SARB will continue to monitor international developments around loss absorbency
reguirements, and if necessary, will issue further guidance.

Guidance Note 6 requires banks to indicate, in the contractual terms and conditions of any Tier 2
instruments issued, whether such instruments would be either written-off or converted into the most
subordinated form of equity of the bank and/or its controlling company (such conversion, "Conversion™)
at the occurrence of a trigger event determined in the PA's discretion, as envisaged in Regulation
38(12)(a)(i) of the Regulations Relating to Banks. To the extent that any Tier 2 instruments are issued
prior to the commencement of the SLAR, such Tier 2 instruments will have to contractually provide for
write-off or Conversion (at the discretion of the Relevant Regulator (as defined in the Conditions)) at the
occurrence of a Non-Viability Event (as defined in the Conditions), as write-off and Conversion are
understood and applied in terms of the regulatory framework applicable at the time of the issuance of
such Tier 2 instruments) in order to qualify as Tier 2 Capital. The terms and conditions of Tier 2 Notes
issued under this Programme accordingly provide for the Write-off (as defined in Condition 2
(Interpretation)) of such Tier 2 Notes at the discretion of the Relevant Regulator upon the occurrence of a
Non-Viability Event (see Condition 4(d) (Loss Absorption Following A Non-Viability Event) (subject to
Condition 4(e) (Disapplication of Non-Viability Loss Absor ption)).

Notwithstanding the requirement to provide for write-off and/or Conversion in the contractual terms and
conditions of a Tier 2 instrument, paragraph 6.3 of Guidance Note 6 provides that banks have the option
to elect, upon the commencement of the SLAR, to have the existing contractual write-off/Conversion
provisions of any Tier 2 instruments issued prior to the implementation of the SLAR replaced with the
write-off/Conversion provisions in the legislation and/or regulations which implement(s) the SLAR (see
Condition 4(e) (Disapplication of Non-Viability Loss Absorption)). Where the relevant |ssuer elects to
have the Non-Viability Loss Absorption Condition continue to apply to Tier 2 Notes issued subject to
such Non-Viability Loss Absorption Condition, rather than subjecting such Tier 2 Notes to the SLAR (on
commencement of the legislation and/or regulations which implement(s) the SLAR), such Tier 2 Notes
will be subject to such minimum requirements of the Statutory Loss Absorption Regime required to
ensure that the Tier 2 Notes continue to qualify as Tier 2 Capital.

Whether in terms of the contractual write-off/Conversion provisions or the write-off/Conversion
provisions in the legislation and/or regulations which implement(s) the SLAR, the possibility of write-off
means that Tier 2 Noteholders may lose some or all of their investment. The exercise of any such power
by the Relevant Regulator or any suggestion of such exercise could materialy adversely affect the price
or value of a Tier 2 Noteholder's investment in Tier 2 Notes and/or the ability of the relevant Issuer to
satisfy its obligations under such Tier 2 Notes.

Despite the above, whether regulated by the contractual write-off/Conversion provisions or the write-
off/Conversion provisions in the legislation and/or regulations which implement(s) the SLAR, paragraph
2.6 of Guidance Note 6 provides that write-off or Conversion of Tier 2 instruments will only occur to the
extent deemed by the Relevant Regulator as necessary to ensure that the relevant Issuer is viable, as
specified in writing by the Relevant Regulator. Accordingly, any write-off or Conversion of the Tier 2
Notes will generally be effected to ensure compliance with these minimum requirements only.
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Payment of any amounts of principal and interest in respect of Tier 2 Notes will be cancelled or
written-off upon the occurrence of a Non-Viability Event

Upon the occurrence of a Non-Viability Event (as defined in Condition 2 (Interpretation), Tier 2 Notes
will be cancelled (in the case of a Write-off in whole) or written-off in part on a pro rata basis (in the case
of a Write-off in part) in accordance with the Capital Rules (as defined in Condition 2 (Interpretation)).
Further to such cancellation or Write-off, Tier 2 Noteholders will no longer have any rights against the
relevant Issuer with respect to any amounts cancelled or written off and the relevant Issuer shall not be
obliged to pay compensation in any form to Tier 2 Noteholders. Furthermore, any such cancellation or
Write-off will not constitute an Event of Default (as defined in the Conditions) or any other breach of the
relevant | ssuer's obligations under the Conditions of any Tier 2 Notes.

A Non-Viability Event will occur when the relevant regulator has notified the relevant Issuer that it has
determined that a "trigger event" as specified in the Capital Rules has occurred. A trigger event in
relation to Tier 2 instrumentsin the Capital Rulesis described as being, at a minimum, the earlier of:

@ a decision that a write-off, without which the relevant Issuer would become non-viable, is
necessary, as determined and notified by the relevant regulator; or

(b) a decision to make a public sector injection of capital, or equivalent support, without which the
relevant Issuer would have become non-viable, as determined and notified by the relevant
regulator.

The occurrence of a Non-Viability Event is therefore inherently unpredictable and depends on a number
of factors, many of which are outside of the relevant Issuer's control.

The investment in, and disposal or write-off of, Tier 2 Notes may have tax consequences in the hands
of Tier 2 Noteholders, the relevant I ssuer or both

The investment in, and disposal or write-off upon the occurrence a Non-Viability Event in respect of,
Tier 2 Notes may have tax consequences in the hands of Tier 2 Noteholders, the relevant Issuer or both.
As any such potential consequence depends on various factors, prospective investorsin Tier 2 Notes are
strongly advised to consult their own professional advisers as to the tax consequence of investing in
Tier 2 Notes, and particularly as to whether a disposal or write-off of Tier 2 Notes will result in a tax
liability.

Risksrelating to Notes denominated in Renminbi

A description of risks which may be relevant to an investor in Notes denominated in Renminbi
("Renminbi Notes") are set out below.

Renminbi is not freely convertible and there are significant restrictions on the remittance of Renminbi
into and out of the PRC which may adversely affect the liquidity of Renminbi Notes

Renminbi is not freely convertible at present. The government of the PRC (the "PRC Gover nment")
continues to regulate conversion between Renminbi and foreign currencies, including the Hong Kong
dollar.

However, there has been significant reduction in control by the PRC Government in recent years,
particularly over trade transactions involving import and export of goods and services as well as other
frequent routine foreign exchange transactions. These transactions are known as current account items.

On the other hand, remittance of Renminbi by foreign investors into the PRC for the settlement of capital
account items, such as capital contributions, is generally only permitted upon obtaining specific approvals
from, or completing specific registrations or filings with, the relevant authorities on a case-by-case basis
and is subject to a strict monitoring system. Regulations in the PRC on the remittance of Renminbi into
the PRC for settlement of capital account items are being devel oped.

Although starting from 1 October 2016, the Renminbi will be added to the Special Drawing Rights basket
created by the International Monetary Fund ("IM F"), there is no assurance that the PRC Government will
continue to gradually liberalise control over cross-border remittance of Renminbi in the future, that any
pilot schemes for Renminbi cross-border utilisation will not be discontinued or that new regulations in the
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PRC will not be promulgated in the future which have the effect of restricting or eliminating the
remittance of Renminbi into or out of the PRC. In the event that funds cannot be repatriated out of the
PRC in Renminbi, this may affect the overall availability of Renminbi outside the PRC and the ability of
the relevant Issuer to source Renminbi to finance its obligations under Notes denominated in Renminbi.

There is only limited availability of Renminbi outside the PRC, which may affect the liquidity of the
Renminbi Notes and the relevant Issuer's ability to source Renminbi outside the PRC to service
Renminbi Notes

As a result of the restrictions by the PRC Government on cross-border Renminbi fund flows, the
availability of Renminbi outside the PRC is limited. While the People's Bank of China ("PBoC") has
entered into agreements on the clearing of Renminbi business with financial institutions in a number of
financial centres and cities (the "Renminbi Clearing Banks"), including but not limited to Hong Kong
and are in the process of establishing Renminbi clearing and settlement mechanisms in severa other
jurisdictions (the "Settlement Arrangements'), the current size of Renminbi denominated financial
assets outside the PRC is limited.

There are restrictions imposed by PBoC on Renminbi business participating banks in respect of cross-
border Renminbi settlement, such as those relating to direct transactions with PRC enterprises.
Furthermore, Renminbi business participating banks do not have direct Renminbi liquidity support from
PBoC. The Renminbi Clearing Banks only have access to onshore liquidity support from PBoC for the
purpose of squaring open positions of participating banks for limited types of transactions and are not
obliged to sguare for participating banks any open positions resulting from other foreign exchange
transactions or conversion services. In such cases, the participating banks will need to source Renminbi
from outside the PRC to square such open positions.

Although it is expected that the offshore Renminbi market will continue to grow in depth and size, its
growth is subject to many constraints as a result of PRC laws and regulations on foreign exchange. There
is no assurance that new PRC regulations will not be promulgated or the Settlement Arrangements will
not be terminated or amended in the future which will have the effect of restricting availability of
Renminbi outside the PRC. The limited availability of Renminbi outside the PRC may affect the liquidity
of the Renminbi Notes. To the extent the relevant Issuer is required to source Renminbi in the offshore
market to service its Renminbi Notes, there is no assurance that the relevant Issuer will be able to source
such Renminbi on satisfactory terms, if at al. If certain events occur (such as Inconvertibility, Non-
transferability or Illiquidity (each, as defined in the Conditions)) which result in the relevant Issuer being
unable, or which would render it impracticable for the relevant Issuer, to make payments in Renminbi, the
relevant Issuer’ s obligation to make such payments in Renminbi under the terms of the Renminbi Notesis
replaced by an obligation to make such paymentsin U.S. dollars pursuant to the “Terms and Conditions
of the Notes”.

I nvestment in the Renminbi Notesis subject to exchange rate risks

The value of Renminbi against other foreign currencies fluctuates from time to time and is affected by
changes in the PRC and international political and economic conditions as well as many other factors. In
August 2015, PBoC implemented changes to the way it cal culates the mid-point against the U.S. dollar to
take into account the previous day’s closing rate and market-maker quotes before announcing the daily
mid-point. This change, among others that may be implemented, may increase the volatility in the value
of the Renminbi against other currencies. The relevant Issuer will make all payments of interest and
principal with respect to the Renminbi Notes in Renminbi unless otherwise specified. As a result, the
value of these Renminbi payments may vary with the changes in the prevailing exchange rates in the
marketplace. If the value of Renminbi depreciates against another foreign currency, the value of the
investment made by a holder of the Renminbi Notesin U.S. dollars or other applicable foreign currency
will decline.

I nvestment in the Renminbi Notesis subject to currency risk

If the relevant Issuer is not able, or it is impracticable for it, to satisfy its obligation to pay interest and
principal on the Renminbi Notes as aresult of Inconvertibility, Non-transferability or Illiquidity (each, as
defined in the Conditions), the relevant Issuer shall be entitled, on giving not less than five or more than
30 calendar days' irrevocable notice to the investors prior to the due date for payment, to settle any such
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payment in U.S. dollars on the due date at the U.S. Dollar Equivalent (as defined in the Conditions) of
any such interest or principal, as the case may be.

I nvestment in the Renminbi Notesis subject to interest rate risks

The PRC Government has gradualy liberalised its regulation of interest rates in recent years. Further
liberalisation may increase interest rate volatility. In addition, the interest rate for Renminbi in markets
outside the PRC may significantly deviate from the interest rate for Renminbi in the PRC as a result of
foreign exchange controlsimposed by PRC law and regulations and prevailing market conditions.

As Renminbi Notes may carry a fixed interest rate, the trading price of the Renminbi Notes will
consequently vary with the fluctuations in the Renminbi interest rates. If holders of the Renminbi Notes
propose to sell their Renminbi Notes before their maturity, they may receive an offer lower than the
amount they have invested.

Payments with respect to the Renminbi Notes may be made only in the manner designated in the
Renminbi Notes

All payments to investors in respect of the Renminbi Notes will be made solely (i) for so long as the
Renminbi Notes are represented by global certificates held with the common depositary for Clearstream
Banking S.A. ("Clearstream, Luxembourg") and Euroclear Bank SA/NV ("Euroclear") or any
aternative clearing system, by transfer to a Renminbi bank account maintained in Hong Kong or a
financial centre in which a Renminbi Clearing Bank clears and settles Renminbi, if so specified in the
Pricing Supplement, (ii) for so long as the Renminbi Notes are represented by global certificates lodged
with a sub-custodian for or registered with a depositary or a common depositary for Euroclear and/or
Clearstream, Luxembourg, by transfer to a Renminbi bank account maintained in Hong Kong in
accordance with prevailing clearing systems rules and procedures or (iii) for so long as the Renminbi
Notes are in definitive form, by transfer to a Renminbi bank account maintained in Hong Kong or a
financial centre in which a Renminbi Clearing Bank clears and settles Renminbi, if so specified in the
Pricing Supplement in accordance with prevailing rules and regulations. The relevant Issuer cannot be
required to make payment by any other means (including in any other currency or by transfer to a bank
account in the PRC).

Gains on thetransfer of the Renminbi Notes may become subject to income taxes under PRC tax laws

Under the PRC Enterprise Income Tax Law, the PRC Individual Income Tax Law and the relevant
implementing rules, as amended from time to time, any gain realised on the transfer of Renminbi Notes
by non-PRC resident enterprise or individual Holders may be subject to PRC enterprise income tax
("EIT") or PRC individual income tax ("11T") if such gain is regarded as income derived from sources
within the PRC. The PRC Enterprise Income Tax Law levies EIT at the rate of 20 per cent. of the gains
derived by such non-PRC resident enterprise or individual Holder from the transfer of Renminbi Notes
but its implementation rules have reduced the enterprise income tax rate to 10 per cent. The PRC
Individual Income Tax Law levies IIT at a rate of 20 per cent. of the gains derived by such non-PRC
resident or individual Holder from the transfer of Renminbi Notes.

However, uncertainty remains as to whether the gain realised from the transfer of Renminbi Notes by
non-PRC resident enterprise or individual Holders would be treated as income derived from sources
within the PRC and become subject to the EIT or IIT. This will depend on how the PRC tax authorities
interpret, apply or enforce the PRC Enterprise Income Tax Law, the PRC Individual Income Tax Law and
the relevant implementing rules. According to the arrangement between the PRC and Hong Kong, for
avoidance of double taxation, Holders who are residents of Hong Kong, including enterprise Holders and
individual Holders, will not be subject to EIT or IIT on capital gains derived from a sale or exchange of
the Notes.

Therefore, if non-PRC enterprise or individual resident Holders are required to pay PRC income tax on
gains derived from the transfer of Renminbi Notes, unless there is an applicable tax treaty between PRC
and the jurisdiction in which such non-PRC enterprise or individual resident holders of Renminbi Notes
reside that reduces or exempts the relevant EIT or IIT, the value of their investment in Renminbi Notes
may be materially and adversely affected.
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Remittance of proceedsin Renminbi into or out of the PRC

In the event that the relevant Issuer decides to remit some or all of the proceeds into the PRC in Renminbi,
its ability to do so will be subject to obtaining all necessary approvals from, and/or registration or filing
with, the relevant PRC government authorities. However, there is no assurance that the necessary
approvals from, and/or registration or filing with, the relevant PRC government authorities will be
obtained at all or, if obtained, they will not be revoked or amended in the future.

There is no assurance that the PRC Government will continue to gradually liberalise the control over
cross-border Renminbi remittances in the future, that the pilot schemes introduced will not be
discontinued or that new PRC regulations will not be promulgated in the future which have the effect of
restricting or eliminating the remittance of Renminbi into or outside the PRC. In the event that the
relevant Issuer does remit some or al of the proceeds into the PRC in Renminbi and the relevant |ssuer
subsequently is not able to repatriate funds out of the PRC in Renminbi, it will need to source Renminbi
outside the PRC to finance its obligations under the Renminbi Notes, and its ability to do so will be
subject to the overall availability of Renminbi outside the PRC.

PRC Currency Controls Relating to Renminbi
Current Account | tems

Under PRC foreign exchange control regulations, current account items refer to any transaction for
international receipts and payments involving goods, services, earnings and other frequent transfers.

Prior to July 2009, all current account items were required to be settled in foreign currencies. In July 2009,
the PRC commenced a pilot scheme pursuant to which Renminbi may be used for settlement of imports
and exports of goods between approved pilot enterprises in five designated cities in the PRC including
Shanghai, Guangzhou, Dongguan, Shenzhen and Zhuhai and enterprises in designated offshore
jurisdictions including Hong Kong and Macau. On 17 June 2010, 24 August 2011 and 3 February 2012
respectively, the PRC government promulgated the Circular on Issues concerning the Expansion of the
Scope of the Pilot Programme of Renminbi Settlement of Cross-Border Trades (B iA # K 515 & 5 A\ R
W 4k S B G B RS RE Y38 %0), the Circular on Expanding the Regions of Cross-border Trade Renminbi
Settlement (3 /A 4% K 15 5% &2 25 A\ [ 45 BB IS ()38 %1) and the Notice on Matters Relevant to the
Administration of Enterprises Engaged in Renminbi Settlement of Export Trade in Goods (A H 1 &4
o NS & 5 A 3 HE AT BT E 3@ &) (together as "Circulars'). Pursuant to these Circulars, (i)
Renminbi settlement of imports and exports of goods and of services and other current account items
became permissible, (ii) the list of designated pilot districts were expanded to cover al provinces and
cities in the PRC, (iii) the restriction on designated offshore districts has been lifted and (iv) any
enterprise qualified for the export and import business is permitted to use Renminbi as settlement
currency for exports of goods without obtaining the approval as previously required, provided that the
relevant provincial government maintains with PBoC and five other PRC authorities a list of key
enterprises subject to supervision (the "Supervision List").

On 5 July, 2013, the PBoC promulgated the Circular on Simplifying the Procedures for Cross-Border
Renminbi Transactions and Improving Related Policies ([ 7 i k#5155 A\ [ 2E 35 RE AN 52 345 R
FHTIE AT (the "2013 PBoC Circular"), which, in particular, simplifies the procedures for cross border
Renminbi trade settlement under current account items. For example, PRC banks may conduct settlement
for PRC enterprises (excluding those on the Supervision List) upon the PRC enterprises presenting the
payment instruction. PRC banks may also allow PRC enterprises to make/receive payments under current
account items prior to the relevant PRC bank's verification of underlying transactions (noting that
verification of underlying transactionsis usually a precondition for cross border remittance).

On 1 November 2014, PBoC promulgated the Circular on Matters concerning Centralized Cross-Border
Renminbi Fund Operation Conducted by Multinational Enterprise Groups (i % B 1> 3 42 [ B & 15 15
N R 8 4 45 P 2 ZE AT T 9 B 40) (the 2014 PBoC Circular), which provides that qualified
multinational enterprise groups may carry out cross-border Renminbi fund centralised operations through
agroup member incorporated in the PRC. According to the 2014 PBoC Circular, a qualified multinational
enterprise group can process cross-border Renminbi payments and receipts for current account items on a
collective basis for the entire group (without such cash pooling arrangements, the relevant payments and
receipts would generally need to be processed individually and cannot be netted off against each other).

-30-



The 2014 PBoC Circular aso provides that enterprises in the China (Shanghai) Free Trade Pilot Zone
("Shanghai FTZ") may irrevocably opt to participate in the local scheme in the Shanghai FTZ and file
with the Shanghai Head Office of PBoC.

On 5 September 2015, PBoC promulgated the Circular on Further Facilitating the Two-way Cross-border
Renminbi Cash-pooling Business by Multinational Enterprise Groups (-RE& A ERRTTRATN 20 (E F]15
B 1 2 B E A R S B e 1) A RIS & St S5 Y ) (the "2015 PBoC Circular", together with the
2013 PBoC Circular, 2014 PBoC Circular, the "PBoC Circulars"), which rephrases the requirements on
two-way Renminbi cash-pooling arrangement and replaces those set forth under the 2014 PBoC Circular.
Among other things, the PBoC effectively increases the cap for net cash flow by increasing the default
macro-prudential policy parameter from 0.1 to 0.5 for the time being and stipulates that (i) a qualified
Multinational Enterprise Group ("MEG") is only allowed to have one two-way cross-border Renminbi
cash-pooling in the PRC, (ii) the aggregate revenue generated by the domestic participating group
members of a MEG shall be no less than RMB 1 hillion and that of the foreign participating group
members shall be no less than RMB 200 million, (iii) the group parent company of a qualified MEG may
be incorporated in or outside of the PRC; and (iv) the fund held in the special RMB deposit account under
the name of the domestic group parent company is prohibited from being used for investing in securities,
financial derivatives or non-self-use real estates or for purchasing wealth management products or
granting entrusted loans.

As new regulations, the Circulars and the PBoC Circulars will be subject to interpretation and application
by the relevant PRC authorities. Local authorities may adopt different practices in applying these
regulations and impose conditions for settlement of current account items.

Capital Account Items

Under PRC foreign exchange control regulations, capital account items include cross-border transfers of
capital, direct investments, securities investments, derivative products and loans. Capital account
payments are generally subject to approval of, and/or registration or filing with, the relevant PRC
authorities. However, as set out below, it has been announced that as from 1 June 2015, the capital
account regulation in relation to direct investment has been delegated by the governmental authority (i.e.
the local branches of the State Administration of Foreign Exchange of the PRC (|35 4 & ¥ =)
("SAFE") to designated foreign exchange banks.

Prior to October 2011, settlement of capital account items were generally required to be made in foreign
currencies. For instance, foreign investors (including any Hong Kong investors) are required to make any
capital contribution to foreign invested enterprises in a foreign currency in accordance with the terms set
out in the relevant joint venture contracts and/or articles of association as approved by the relevant
authorities. Foreign invested enterprises or relevant PRC parties were also generally required to make
capital account payments including proceeds from liquidation, transfer of shares, reduction of capital,
interest and principal repayment to foreign investorsin aforeign currency.

In respect of Renminbi foreign direct investments ("FDI"), PBoC promulgated the Administrative
Measures on Renminbi Settlement of Foreign Direct Investment (¥ BLHE 5 A N F &6 50 367 45 T
%) (the "PBoC FDI Measures') on 13 October 2011 as part of PBoC's detailed Renminbi FDI accounts
administration system. The system covers almost all aspects in relation to FDI, including capita
injections, payments for the acquisition of PRC domestic enterprises, repatriation of dividends and other
distributions, as well as Renminbi denominated cross-border loans. Under the PBoC FDI Measures,
special approval for FDI and shareholder loans from PBoC, which was previously required, is no longer
necessary. In some cases however, post-event filing with PBoC is till necessary.

On 14 June 2012, PBoC further issued a Circular on Clarifying the Detailed Operating Rules for RMB
Settlement of Foreign Direct Investment (HEd A ESR1TRATEARES M ELIEEIE & A\ RIS GEREBIRME
4HHIFYE %) (the "PBoC FDI Circular"), setting out the operational guidelines relating to cross-border
Renminbi direct investments and settlement. This PBoC FDI Circular details the rules for opening and
operating the relevant accounts and reiterates the restrictions upon the use of the funds within different
Renminbi accounts.

On 5 July 2013, PBoC promulgated the 2013 PBoC Circular (together with the PBoC FDI Measures and
the PBoC FDI Circular, the “PBoC Rules") which, among other things, provide more flexibility for funds
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transfers between the Renminbi accounts held by offshore participating banks at PRC onshore banks and
offshore clearing banks respectively.

PBoC further issued the Circular on the Relevant Issues on Renminbi Settlement of Investment in
Onshore Financia Institutions by Foreign Investors (BARIEN R EFREENSMBEBARSEE S
FIEIRAY@AN) on 23 September 2013, which provides further details for using Renminbi to invest in a
financial institution domiciled in the PRC.

On 3 December 2013, the Ministry of Commerce of the PRC ("M OFCOM™") promulgated the Circular on
Issues in relation to Cross-border Renminbi Foreign Direct Investment (775 &5 B i 545\ FS s B R #%
B B EER A ) (the "MOFCOM Circular™), which became effective on 1 January 2014, to further
facilitate FDI by simplifying and streamlining the applicable regulatory framework. Pursuant to the
MOFCOM Circular, the appropriate office of MOFCOM and/or its local counterparts will grant written
approval for each FDI and specify "Renminbi Foreign Direct Investment” and the amount of capital
contribution in the approval. Unlike previous MOFCOM regulations on FDI, the MOFCOM Circular
removes the approval requirement for foreign investors who intend to change the currency of its existing
capital contribution from aforeign currency to Renminbi. In addition, the MOFCOM Circular aso clearly
prohibits the FDI funds from being used for any investment in securities and financial derivatives (except
for investment in the PRC listed companies as strategic investors) or for entrustment loans in the PRC.

On 10 May 2013, SAFE promulgated the Provisions on the Foreign Exchange Administration of
Domestic Direct Investment by Foreign Investors (48] ¥ # 55 N B #2358 4 e & BT 52) (the
"SAFE Provisions'), which became effective on 13 May 2013. The SAFE Provisions removed previous
approval requirements for foreign investors and foreign invested enterprises in opening of, and capital
injections into, foreign exchange accounts, athough registration for foreign exchange (including cross-
border Renminbi) administration is still required.

On 13 February 2015, SAFE promulgated the Notice on Further Simplifying and Improving Foreign
Exchange Administration Policy of Direct Investment ([5]27 4N & 8 55 B8 7 i — 20 B LA 00 B3R
EINEEHECRAYEFA) (the "2015 SAFE Notice"), which became effective on 1 June 2015. Under the
2015 SAFE Notice, the SAFE delegates the authority for approval/registration of foreign currency
(including cross-border Renminbi) related matters for direct investment (internal and external) to
designated foreign exchange banks.

On 30 March 2015, SAFE promulgated the Circular on Reforming Foreign Exchange Capital Settlement
for Foreign Invested Enterprises (B2 4 N & G RE i U S M i B SR INEE A S E 5 =Y
/1) (the "SAFE Circular”, together with the SAFE Provisions, 2015 SAFE Notice, the "SAFE
Rules"), which became effective on and from 1 June 2015. The SAFE Circular alows foreign-invested
enterprises to settle 100 per cent. (tentative) of the foreign currency capital (that has been processed
through SAFE’s equity interest confirmation proceedings for capital contribution in cash or registered by
abank on SAFE’s system for account-crediting for such capital contribution) into Renminbi according to
their actual operational needs, though SAFE reserves its authority to reduce the proportion of foreign
currency capital that is allowed to be settled in such manner in the future. On the other hand, it is notable
that the SAFE Circular continues to require that capital contributions should be applied within the
business scope of a foreign-invested company for purposes that are legitimate and for that foreign-
invested company’s own operations; with respect to the Renminbi proceeds obtained through the
aforementioned settlement procedure, the SAFE Circular prohibits such proceeds from being applied
outside the business scope of the company or for any prohibitive purposes in law, or applied directly or
indirectly (i) to securities investments (unless otherwise permitted in law), (ii) to granting entrusted loans
or repaying of inter-company lending (including advance payment made by third parties) or bank loans
that have been on lent to third parties, or (iii) to purchasing non-self-use real estates (unless it is a real
estate company). In addition, the SAFE Circular alows foreign-invested investment companies, foreign-
invested venture capital firms and foreign-invested equity investment companies to make equity
investment through Renminbi funds to be settled, or those already settled, from their foreign currency
capital by transferring such settled Renminbi funds into accounts of invested enterprises, according to the
actual investment scale of the proposed equity investment projects.

On 5 June 2015, PBoC promulgated an order to revise certain existing PBoC regulations, which is to
reflect the reform to a new registered capital system of PRC-incorporated companies under the PRC
Company Law effective as of 1 March 2014 (] A 1T/ 201555 12 57) (the “PBoC Order").
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Among other things, the PBoC confirmed in the PBoC Order that capital verification of a foreign-
invested enterprise under article 10 of the PBoC FDI Measuresis no longer a mandatory procedure before
the establishment, and the requirement under the PBoC FDI Circular that a foreign-invested enterprise is
not alowed to borrow offshore RMB funds until its registered capital is paid up in full and as scheduled
is aso abolished.

To support the development of the Shanghai FTZ, the Shanghai Head Office of PBoC issued the Circular
on Supporting the Expanded Cross-border Utilisation of Renminbi in the Shanghai FTZ (72 3 #F FH
(i) 1 Eh B ol B s N IR s 95 15 44 FH 143 1) (the "PBoC Shanghai FTZ Circular™) on 20
February 2014, which allows banks in Shanghai to settle FDI based on a foreign investor's instruction. In
respect of FDI in industries that are not on the "negative list" of the Shanghai FTZ, the MOFCOM
approval which was previously required has been replaced by a filing. However, the application of the
PBoC Shanghai FTZ Circular islimited to enterprises in the Shanghai FTZ.

PRC entities are also alowed to borrow Renminbi loans from foreign lenders (which are referred to as
"foreign debt") and lend Renminbi loans to foreign borrowers (which are referred to as "outbound loans"),
as long as such PRC entities have the necessary quota or approval, and use Renminbi to denominate, or
make payments under, security/guarantee with the relevant parties being in the PRC and the other
jurisdiction(s) respectively (which is referred to as "cross-border security"). Under current rules
promulgated by SAFE, foreign debts borrowed, outbound loans extended, and the cross-border security
provided by an onshore entity (including a financial institution) in Renminbi shall, in principle, be
regulated under the current PRC foreign debt, outbound loan and cross-border security regimes applicable
to foreign currencies. However, there remain potential inconsistencies between the provisions of the
SAFE Rules and the provisions of the 2013 PBoC Circular in terms of cross-border security, outbound
loans, etc. and it is unclear how regulators will deal with such inconsistenciesin practice.

According to the 2014 PBoC Circular, qualified multinational enterprise groups can extend loans in
Renminbi to, or borrow loans in Renminbi from, offshore group entities within the same group by
leveraging the cash pooling arrangements (which features a sponsoring enterprise and a settlement bank
with international settlement capacity). The Renminbi funds will be placed in a special deposit account
and may not be used to invest in stocks, financial derivatives, or extend loans to enterprises outside the

group.

Enterprises within the Shanghai FTZ may irrevocably opt to utilise Renminbi cash pooling arrangements
to extend inter-company loans pursuant to the PBoC Shanghai FTZ Circular as discussed above.
Renminbi funds obtained from financing activities may not be pooled under this arrangement. In addition,
according to the PBoC Shanghai FTZ Circular, enterprises in the Shanghai FTZ can borrow Renminbi
from offshore lenders within the prescribed limit, while there is no numerical limit for banks in the
Shanghai FTZ to borrow offshore Renminbi, although the utilisation has geographic restriction, the
interpretation of which is still unclear. The PBoC Shanghai FTZ Circular also alows, in principle, the
China Foreign Exchange Trading System to offer trading facility relating to financial instrument
denominated in Renminbi to offshore investors, and the Shanghai Gold Exchange to offer trading facility
relating to precious metal transactions to offshore investors.

Pilot schemes relating to cross-border Renminbi loans, bonds, or equity investments have also been
launched for, among others, enterprises in Shenzhen Qianhai, Jiangsu Kunshan, Jiangsu Suzhou Industrial
Park.

As the MOFCOM Circular, the PBoC Rules, the SAFE Rules and the PBoC Order are relatively new
regulations, they will be subject to interpretation and application by the relevant PRC authorities.

As the PBoC Rules, the MOFCOM Circular, the SAFE Rules and the PBoC Order are relatively new
regulations, they will be subject to interpretation and application by the relevant PRC authorities.

Although starting from 1 October 2016 the Renminbi will be added to the Special Drawing Rights basket
created by the IMF, there is no assurance that approval of such remittances, borrowing or provision of
external guarantee in Renminbi will continue to be granted or will not be revoked in the future. Further,
since the remittance of Renminbi by way of investment or loans are now categorised as capital account
items, such remittances will need to be made subject to the specific requirements or restrictions set out in
the relevant SAFE Rules.
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Further, if any new PRC regulations are promulgated in the future which have the effect of permitting or
restricting (as the case may be) the remittance of Renminbi for payment of transactions categorised as
capital account items, then such remittances will need to be made subject to the specific requirements or
restrictions set out in such rules.

In the event that funds cannot be repatriated out of the PRC in Renminbi, this may affect the overall
availability of Renminbi outside the PRC and the ability of the relevant Issuer to source Renminbi to
finance its obligations under Renminbi Notes]



INFORMATION INCORPORATED BY REFERENCE

The following information shall be deemed to be incorporated in, and to form part of, this Base
Prospectus:

1 the audited financial statements (including the auditors' report thereon, notes and annexures
thereto) of SBSA in respect of the years ended 31 December 2018 and 31 December 2017
(set out on pages 31 to 215 and pages 34 to 204, respectively, of the 2018 and 2017 annual
reports of SBSA); and

2. the risk and capital management report of SBSA in respect of the year ended 31 December
2018 (the "SBSA 2018 Risk and Capital Management Report"). The information
contained in the SBSA 2018 Risk and Capital Management Report is unaudited unless
stated as audited; and

3. the risk and capital management report of SBSA in respect of the year ended 31 December
2017 (the "SBSA 2017 Risk and Capital Management Report"). The information
contained in the SBSA 2017 Risk and Capital Management Report is unaudited unless
stated as audited; and

4. the terms and conditions set out on pages 43 to 78 of the base prospectus dated 23 June 2017
relating to the Programme under the heading " Terms and Conditions of the Notes'; and

5. the terms and conditions set out on pages 40 to 76 of the base prospectus dated 25 June 2015
relating to the Programme under the heading " Terms and Conditions of the Notes'; and

6. the terms and conditions set out on pages 35 to 59 of the base prospectus dated 24 June 2014
relating to the Programme under the heading " Terms and Conditions of the Notes'; and

7. the terms and conditions set out on pages 35 to 59 of the base prospectus dated 28 June 2013
relating to the Programme under the heading " Terms and Conditions of the Notes'; and

8. the terms and conditions set out on pages 35 to 61 of the base prospectus dated 28 June 2012
relating to the Programme under the heading " Terms and Conditions of the Notes'; and

9. the terms and conditions set out on pages 22 to 46 of the base prospectus dated 12 July 2007
relating to the Programme under the heading " Terms and Conditions of the Notes'.

Copies of the documents specified above as containing information incorporated by reference in this Base
Prospectus may be inspected, free of charge, at 9th Floor, Standard Bank Centre, 5 Simmonds Street,
Johannesburg, PO Box 7725, Johannesburg 2000, South Africa.

The 2018 annual report of SBSA containing the audited financial statements and risk and capital
management report of SBSA in respect of the year ended 31 December 2018 and the 2017 annual report
of SBSA containing the audited financial statements of SBSA in respect of the year ended 31 December
2017 can be inspected at http://www.standardbank.co.za and the terms and conditions referred to in
paragraphs 4 to 9 above can be inspected at 9th Floor, Standard Bank Centre, 5 Simmonds Street,
Johannesburg, PO Box 7725, Johannesburg 2000, South Africa and
https://reporting.standardbank.com/debt-centre-confidentiality-and-disclaimer/.

Any information contained in any of the documents or the website specified above which is not
incorporated by reference in this Base Prospectus is either not relevant to investors or is covered
elsewhere in this Base Prospectus. Where reference is made to other websites within this Base Prospectus,
the contents of those websites do not form part of this Base Prospectus.

Any documents themselves incorporated by reference in the documents incorporated by reference in this
Base Prospectus shall not form part of this Base Prospectus.

Any non-incorporated parts of a document referred to herein are either deemed not relevant for an
investor or are otherwise covered elsewhere in this Base Prospectus.
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PRESENTATION OF FINANCIAL INFORMATION

The financial information relating to SBSA set out in this Base Prospectus is consolidated financial
information in respect of SBSA and its subsidiaries (the "SBSA Group") and has, unless otherwise
indicated, been extracted from its audited consolidated financial statements as at and for the years ended
31 December 2018 (the "SBSA 2018 Audited Financial Statements') and 31 December 2017 (the
"SBSA 2017 Audited Financial Statements'), in each case prepared in accordance with International
Financial Reporting Standards ("1 FRS") asissued by the International Accounting Standards Board.

The financial information relating to SBG set out in this Base Prospectus is consolidated financial
information in respect of SBG and its subsidiaries (the "Group") and has, unless otherwise indicated,
been extracted from its audited consolidated financial statements as at and for the year ended 31
December 2018 (the "SBG 2018 Audited Financial Statements"), prepared in accordance with IFRS as
issued by the International Accounting Standards Board.

The information relating to SBSA's largest single depositor and top 10 depositors set out in the section
headed "Risk Factors — Failuresin Risk Management — Liquidity Risk" has been extracted from the SBSA
2018 Risk and Capital Management and is unaudited.

The information relating to the credit loss ratio of SBSA in relation to mortgage loans, vehicle and asset
finance and card products set out in the section headed "Description of The Sandard Bank of South
Africa Limited - Business of SBSA - Personal & Business Banking SA" has been extracted from the
management accounts of SBSA as at 31 December 2018 and is unaudited.

The information contained in the SBSA 2018 Risk and Capital Management Report and the SBSA 2017
Risk and Capital Management Report is unaudited unless stated as audited.

The information relating to SBG's largest single depositor and top 10 depositors set out in the section
headed "Risk Factors — Risk Management — Liquidity Risk" has been extracted from the risk and capital
management report of SBG in respect of the year ended 31 December 2018 (the "SBG 2018 Risk and
Capital M anagement Report") and is unaudited.

The information relating to the credit loss ratio of SBG in relation to mortgage loans, vehicle and asset
finance and card products set out in the section headed "Description of Sandard Bank Group Limited -
Business of SBG - Personal & Business Banking " has been extracted from the management accounts of
SBG as at 31 December 2018 and is unaudited.

The information contained in the SBG 2018 Risk and Capital Management Report is unaudited unless
stated as audited.

Unless otherwise indicated, market share data included in this Base Prospectus has been estimated.
All such estimates have been made by SBSA or SBG using its own information and other market
information which is publicly available.

Unless otherwise indicated, the financial infor mation relating to SBSA for the year ended and as at
31 December 2017 contained in this Base Prospectus has been extracted from the SBSA 2018
Audited Financial Statementsand istherefore provided on arestated basis.

Unless otherwise indicated, the financial information relating to SBG for the years ended and as at 31
December 2018 and 31 December 2017 contained in this Base Prospectus have been extracted,
respectively, from the audited financial statements (including the auditors report thereon, notes and
annexures thereto) of SBG in respect of the year ended 31 December 2018 (set out on pages 11 to 229 of
the SBG 2018 Audited Financial Statements), and the audited financial statements of SBG in respect of
the year ended 31 December 2017(set out on pages 10 to 220 of the audited consolidated financial
statements as at and for the year ended 31 December 2018 of SBG (the SBG 2017 Audited Financial
Statements)). Financial information relating to SBG for the year ended 31 December 2017, as extracted
from the SBG 2018 Audited Financial Statements, is provided on arestated basis.

In this Base Prospectus, financial information:

1. denoted by ** indicates that expenses incurred with respect to the Group’s customer loyalty
programme (Ucount) have historically been recorded as part of operating expenses in the income
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statement. During 2018, the Group amended its accounting presentation policy for these
expenses to be presented as part of net fee and commission revenue (within non-interest
revenue) and as a result, restated its 31 December 2017 financial results. This presentation better
aligns to the Group's presentation policy for recognising expenses within net fee and
commission revenue.

2. denoted by *** indicates that the Group has, as permitted by IFRS9, elected not to restate
comparative financia statements. The Group has, however, aligned its categories for loans and
advances disclosed in 31 December 2017 to those disclosed in 31 December 2018. This did not
result in a restatement to the Group’s statement of financial position as at 31 December 2017;
and

3. denoted by **** indicates that where reporting responsibility for individual cost centres and
divisions within business units changed, the segmental analysis comparative figures from
31 December 2017 have been reclassified accordingly.

Alternative Per formance M easur es

The Base Prospectus includes certain data which the Issuers consider to congtitute aternative
performance measures ("APM ") for the purposes of the ESMA *‘Guidelines on Alternative Performance
Measures' . The Base Prospectus contains APMs relating to both SBG and SBSA.

These APMs are not defined by, or presented in accordance with, IFRS. Other companies in the industry
may calculate similarly titled measures differently, such that disclosure of similarly titled measures by
other companies may not be directly comparable with the APMs included in the Base Prospectus. In
addition, the APMs are not measurements of SBSA's operating performance or financial condition under
IFRS and should not be considered as alternatives to any measures of performance under IFRS or as
measures of SBSA'sliquidity.

APM Definition

Headline earnings In relation to SBSA, determined in accordance with the relevant circular issued
by the South Africa Institute of Chartered Accountants at the request of the
Johannesburg Stock Exchange, by excluding from reported earnings specific
separately identifiable re-measurements net of related tax and non-controlling
interests. Please see Note 37 to the SBSA 2018 Annual Financial Statements.

In relation to SBG, determined in accordance with the relevant circular issued
by the South Africa Institute of Chartered Accountants at the request of the
Johannesburg Stock Exchange, by excluding from reported earnings specific
separately identifiable re-measurements net of related tax and non-controlling
interests. Please see Note 40 to the SBG 2018 Annual Financial Statements.

Used as a performance measure.

Cost-to-income ratio Calculated as operating expenses as a percentage of total income after revenue
sharing agreements with Group companies but before credit impairments.

Used as a performance measure.

Loans -to- deposit Calculated as net loans and advances as a percentage of deposits and debt
ratio funding.

Used as a performance measure.
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Liquidity Coverage

Calculated by dividing high quality liquid assets by net cash outflows.

Ratio (LCR)

Used as a performance of liquidity.
Return On Equity Calculated as headline earnings as a percentage of monthly average ordinary
("ROE") shareholders equity. Monthly average ordinary shareholders equity is

calculated as the arithmetic mean between the opening and closing balances of
ordinary shareholders equity.

Used as a performance measure.

Non-performing
Loans (Stage 3)
("NPL") ratio

Calculated as the percentage of gross loans and advances to customers with
recognised impairments over total gross loans and advances to customers.

Used as an indicator of the quality of the relevant loan book. The lower the
indicator the higher the quality of the loan book.

Used as an asset quality measure.

Non-Performing Loan
(Stage 3) impairment
coverage ratio

Calculated as a percentage of balance sheet impairments for credit impaired
loans and off-balance sheet credit impaired exposures (including interest in
suspense), over total gross non-performing loans and advances (including
interest in suspense).

Used as an indicater of the quality of the relevant loan book. The lower the
indicator the higher the quality of the loan book. Used as an asset quality
measure.

Non-Performing
L oans exposures ratio

Calculated, in respect of financial information for each Issuer relating to the
year ended, as gross loans and advances with recognised impairments as a
percentage of gross loans and advances.

Used as an asset quality measure.

Specific Gross
Impairment Coverage

Calculated, in respect of financial information for each Issuer relating to the
year ended 31 December 2017, as balance sheet impairments for non-
performing specifically impaired loans as a percentage of specifically impaired
loans.

Used as an asset quality measure.

Portfolio credit
impairment charge

Impairment for latent losses inherent in groups of loans and advances that have
not yet been specifically impaired. Calculated on the basis of financial
information for each Issuer relating to the year ended 31 December 2017.

Used as an asset quality measure.

Credit loss ratio Calculated astotal impairment charges on loans and advances as a percentage of
(2018) average daily and monthly gross loans and advances, excluding interest in
suspense.
Used as an asset quality measure.
Credit loss ratio Calculated as total impairment charges on loans and advances as a percentage of
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(2017)

average daily and monthly gross loans and advances.

Used as an asset quality measure.

Jaws

Calculated as the ratio of total income growth to operating expenses growth.
Used as a performance measure.

The Issuer believes that the above measures provide useful information to investors for the purposes of
evaluating the financial condition and results of operations of the Issuer and, as applicable, SBG, the
quality of its assets and the fundamentals of its business, and allow for comparisons with other banks,
over different periods of time and between the I ssuer and the average industry standards.
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KEY FEATURES OF THE PROGRAMME

The following overview of key features of the Programme does not purport to be complete and is qualified
in its entirety by the remainder of this Base Prospectus. Words and expressions defined in the " Terms and
Conditions of the Notes' below or elsewhere in this Base Prospectus have the same meanings in this
overview of the key features of the Programme.

| ssuers:

SBSA Legal Entity
Identifier Number :

SBG Legal Entity
Identifier Number:

Risk Factors:

Arranger:

Dealers:

Fiscal Agent:
Registrar:

Final Termsor

Drawdown Prospectus:

Listing and Trading:

Clearing Systems:

The Standard Bank of South AfricaLimited
Standard Bank Group Limited
QFC8ZCW3Q5PRXU1XTM6E0

2549003PEZXUT7MDBUA41

Investing in Notes issued under the Programme involves certain risks. The
principal risk factors that may affect the abilities of the relevant Issuer to
fulfil its obligations under the Notes are discussed under "Risk Factors"
above.

The Standard Bank of South Africa Limited (acting through its Corporate
and Investment Banking Division).

BNP Paribas, Citigroup Global Markets Limited, Commerzbank
Aktiengesellschaft, Credit Suisse Securities (Europe) Limited, Deutsche
Bank AG, London Branch, HSBC Bank plc, ICBC International Securities
Limited, ING Bank N.V., JP. Morgan Securities plc, Merrill Lynch
International, MUFG Securities EMEA plc, Mizuho International plc,
Société Générale, Standard Chartered Bank, NatWest Markets Pic, The
Standard Bank of South Africa Limited (acting through its Corporate and
Investment Banking Division), UBS AG London Branch and any other
Dealer appointed from time to time by the Issuers either generaly in
respect of the Programme or in relation to a particular Tranche of Notes.

The Bank of New Y ork Mellon, acting through its London office.
The Bank of New York Mellon SA/NV, Luxembourg Branch.

Notes issued under the Programme may be issued either (1) pursuant to this
Base Prospectus and associated Final Terms or (2) pursuant to a Drawdown
Prospectus. The terms and conditions applicable to any particular Tranche
of Notes will be the Conditions as completed to the extent described in the
relevant Final Terms or, as the case may be the relevant Drawdown
Prospectus.

Applications have been made for Notes to be admitted during the period of
twelve months after the date hereof to listing on the Official List of the
FCA and to trading on the Market of the London Stock Exchange. The
Programme also permits Notes to be issued on the basis that they will not
be admitted to listing, trading and/or quotation by any competent authority,
stock exchange and/or quotation system or to be admitted to listing, trading
and/or quotation by such other or further competent authorities, stock
exchanges and/or quotation systems as may be agreed with the relevant
Issuer, subject in al cases to the relevant Issuer obtaining the necessary
consents from FSD and (in the case of Tier 2 Notes) the PA (which
replaced the Registrar of Banks effective 1 April 2018).

Euroclear and/or Clearstream, Luxembourg and/or, in relation to any
Tranche of Notes, any other clearing system as may be specified in the

-40-



Initial Programme
Amount:

Issuancein Series:

FSD Approval:

PA:

Commercial Paper
Regulations:

For ms of Notes:

relevant Final Terms.

Up to U.S.$4,000,000,000 (or its equivalent in other currencies) aggregate
principal amount of Notes outstanding at any one time.

Notes will be issued in Series. Each Series may comprise one or more
Tranches issued on different issue dates. The Notes of each Series will all
be subject to identical terms, except that the issue date and the amount of
the first payment of interest may be different in respect of different
Tranches. The Notes of each Tranche will all be subject to identical terms
in all respects save that a Tranche may comprise Notes of different
denominations.

As at the date of the Base Prospectus, the prior approval of FSD isrequired
for the issuance of each Tranche of Notes under the Programme.

As at the date of the Base Prospectus, the prior approval of the PA
(previoudy the Registrar of Banks) is required for the issuance of each
Tranche of Tier 2 Notes under the Programme.

The Commercia Paper Regulations comprise an exemption to "the business
of a bank" as defined in the Banks Act. The question of whether SBG, in
the issue and placing of a Tranche of Notes, conducts "the business of a
bank" as defined in the Banks Act is a question of fact. If SBG, in relation
to the issue and placing of a Tranche of Notes, is obliged (or is not obliged
but nevertheless elects) to comply with the Commercial Paper Regulations,
SBG will procure that Annexure "A" to the Final Terms or the Pricing
Supplement, as the case may be, relating to that Tranche of Notes is
completed and attached to those Final Terms or that Pricing Supplement, as
the case may be.

Notes may be issued in bearer form or in registered form.

Each Tranche of Bearer Notes will initially be in the form of either a
Temporary Globa Note or a Permanent Globa Note (each defined in the
section “Forms of the Notes’), in each case as specified in the relevant
Final Terms. Each Global Note will be deposited on or around the relevant
issue date with a depositary or a common depositary for Euroclear and/or
Clearstream, Luxembourg and/or any other relevant clearing system. Each
Temporary Global Note will be exchangeable for a Permanent Global Note
or, if so specified in the relevant Final Terms, for Definitive Notes. If the
TEFRA D Rules are specified in the relevant Final Terms as applicable,
certification as to non-U.S. beneficial ownership will be a condition
precedent to any exchange of an interest in a Temporary Global Note or
receipt of any payment of interest in respect of a Temporary Global Note.
Each Permanent Global Note will be exchangeable for Definitive Notes in
accordance with its terms. Definitive Notes will, if interest-bearing, have
Coupons attached and, if appropriate, a Talon for further Coupons.

Each Tranche of Registered Notes will be in the form of either individual
Note Certificates (“Individual Note Certificates’) or a Global Registered
Note Certificate (a“ Global Registered Note Certificate”), in each case as
specified in the relevant Final Terms. Each Global Registered Note
Certificate will be deposited on or around the relevant issue date with a
depositary or a common depositary for Euroclear and/or Clearstream,
Luxembourg and/or any other relevant clearing system and registered in the
name of a nominee for such depositary. Persons holding beneficial interests
in the Global Registered Note Certificate will be entitled or required, as the
case may be, to receive physical delivery of Individual Note Certificates.
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Currencies:

Status of the Notes:

Status of the
Unsubordinated Notes:

Status of Subordinated
Notesthat are Tier 2
Notes:

Status of Subordinated
Notesthat are not Tier 2
Notes:

Issue Price:

Maturities:

Redemption and
Purchase:

Interests in a Global Registered Note Certificate will be exchangeable (free
of charge), in whole but not in part, for Individual Note Certificates without
receipts, interest coupons or talons attached only in the limited
circumstances described under "Summary of Provisions Relating to the
Notes While in Global Form".

Notes may be denominated in any currency or currencies, subject to
compliance with all applicable legal and/or regulatory and/or central bank
requirements.

Notes may be issued on a subordinated or unsubordinated bass, as
specified in therelevant Final Terms.

The Unsubordinated Notes will constitute direct, unconditional,
unsubordinated and (subject to the provisions of Condition 5 (Negative
Pledge)) unsecured obligations of the relevant Issuer, all as described in
Condition 4(a) (Status of the Unsubordinated Notes).

Tier 2 Notes will congtitute direct, unsecured and subordinated obligations
of the relevant Issuer, all as described in Condition 4(c) (Status of Tier 2
Notes).

Subordinated Notes that are not Tier 2 Notes will constitute direct,
unsecured and subordinated obligations of the relevant Issuer, al as
described in Condition 4(b) (Status of the Subordinated Notes that are not
Tier 2 Notes).

Notes may be issued at any price as specified in the relevant Final Terms.
The price and amount of Notes to be issued under the Programme will be
determined by the relevant Issuer and the relevant Dealer(s) at the time of
issue in accordance with prevailing market conditions.

Any maturity, subject, in relation to Tier 2 Notes, to such minimum
maturities as may be required from time to time by the applicable Capital
Rules and in relation to specific currencies, to compliance with all
applicable legal and/or regulatory and/or central bank requirements.

Where Notes have a maturity of less than one year and either (a) the issue
proceeds are received by the relevant Issuer in the United Kingdom or (b)
the activity of issuing the Notes is carried on from an establishment
maintained by the relevant Issuer in the United Kingdom, such Notes must:
(i) have a minimum redemption value of £100,000 (or its equivalent in
other currencies) and be issued only to persons whose ordinary activities
involve them in acquiring, holding, managing or disposing of investments
(as principal or agent) for the purposes of their businesses or who it is
reasonable to expect will acquire, hold, manage or dispose of investments
(as principal or agent) for the purposes of their businesses; or (ii) be issued
in other circumstances which do not constitute a contravention of section
19 of the Financial Services and Markets Act 2000 (the "FSMA™) by the
relevant Issuer.

For so long as the applicable Capital Rules so require, Tier 2 Notes may be
redeemed or purchased only if (i) the relevant Issuer has notified the
Relevant Regulator of, and the Relevant Regulator has consented in writing
to, such redemption, subject to such conditions (if any) as the Relevant
Regulator may deem appropriate and (ii) the redemption of the Tier 2 Notes
is not prohibited by the Capital Rules as described in Condition 10(1)
(Conditions to Redemption, Purchase, Modification, Substitution or
Variation of Tier 2 Notes).

Subject as described in "Maturities' above, Notes may be redeemable at par
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Optional Redemption:

Tax Redemption and
redemption if a Change
in Law occurs:

Redemption for
Regulatory Reasons:

Interest:

Reset Notes:

Denominations:

Negative Pledge:

Taxation:

Governing Law:

or at such other Redemption Amount as may be specified in the Final
Terms.

Subject as described in "Redemption and Purchase" above, Notes may be
redeemed before their stated maturity at the option of the relevant |ssuer
(either in whole or in part) in accordance with the Conditions to the extent
(if at all) specified in the relevant Final Terms.

Subject as described in "Redemption and Purchase” above, early
redemption will only be permitted for tax reasons as described in Condition
10(b) (Redemption for tax reasons). Unsubordinated Notes may be
redeemed at the option of the relevant Issuer if a Tax Event (Gross up)
occurs. Subordinated Notes may be redeemed if a Tax Event (Gross up), a
Tax Event (Deductibility) or a Changein Law occurs.

Subject as described in "Redemption and Purchase” above, early
redemption of the Tier 2 Notes in whole (but not in part) is permitted at the
option of the relevant Issuer if a Capital Disgualification Event occurs and
is continuing as described in Condition 10(f) (Early Redemption following
the occurrence of a Capital Disqualification Event).

Notes may be interest-bearing or non-interest bearing. Interest (if any) may
accrue at a fixed rate or a floating rate and the method of calculating
interest may vary between the issue date and the maturity date of the
relevant Series.

Reset Notes will have reset provisions pursuant to which the relevant Notes
will, in respect of an initial period, bear interest at an initia fixed rate of
interest specified in the applicable Final Terms. Thereafter, the fixed rate of
interest will be reset on one or more date(s) to the applicable Mid-Market
Swap Rate for the relevant Specified Currency or an applicable floating rate
plus the applicable reset margin, in each case as may be specified in the
applicable Final Terms.

No Notes may be issued under the Programme (a) where such Notes are to
be admitted to trading on a regulated market within the EEA or offered to
the public in circumstances which require the publication of a prospectus
under the Prospectus Directive, with a minimum denomination of less than
EUR100,000 (or its equivalent in another currency at the Issue Date of such
Notes), or (b) which carry the right to acquire shares (or transferable
securities equivalent to shares) issued by the relevant Issuer or by any entity
to whose group the relevant Issuer belongs. Subject thereto, Notes will be
issued in such denominations as may be specified in the relevant Final
Terms, subject to compliance with al applicable legal and/or regulatory
and/ or central bank requirements. See also "Maturities" above.

Unsubordinated Notes will have the benefit of a negative pledge as
described in Condition 5 (Negative Pledge).

All payments in respect of Notes will be made free and clear of withholding
taxes of South Africa, unless the withholding is required by law. In that
event, the relevant Issuer will (subject as provided in Condition 13
(Taxation)) pay such additional amounts as will result in the Noteholders
receiving such amounts as they would have received in respect of such
Notes had no such withholding been required.

The Notes and al non-contractual obligations arising out of or in
connection with the Notes are governed by English law save that the
provisions of Conditions 4(b) (Status of the Subordinated Notes that are not
Tier 2 Notes), 4(c) (Satus of Tier 2 Notes), 4(d) (Loss Absorption
Following A Non-Viability Event), 4(e) (Disapplication of Non-Viability

-43-



Enfor cement of Notesin
Global Form:

Ratings:

Selling Restrictions:

Loss Absorption), 10() (Conditions to Redemption, Purchase,
Modification, Substitution or Variation of Tier 2 Notes) and 14.2 (Events of
Default relating to Subordinated Notes) are governed by, and shall be
construed in accordance with, South African law.

In the case of Global Registered Note Certificates, individual investors
rights against each Issuer will be governed by a Deed of Covenant (in
respect of SBG, the "SBG Deed of Covenant” and in respect of SBSA, the
"SBSA Deed of Covenant" (together, the "Deeds of Covenant™)) each
dated 10 May 2019, copies of which will be available for inspection at the
specified office of the Fiscal Agent.

Each Tranche of Notes may be rated or unrated. Where applicable, the
ratings of the Notes will be specified in the relevant Final Terms.

For a description of certain restrictions on offers, sales and deliveries of
Notes and on the distribution of offering material in the United States of
America, the EEA, the United Kingdom, South Africa, Australia, Japan,
Indonesia, the People's Republic of China, the Republic of China,
Singapore, Switzerland, Belgium and the Kingdom of Thailand.

See "Subscription and Sale" below.



FINAL TERMSAND DRAWDOWN PROSPECTUSES

In this section the expression "necessary information" means, in relation to any Tranche of Notes, the
information necessary to enable investors to make an informed assessment of the assets and liabilities,
financial position, profits and losses and prospects of the relevant Issuer and of the rights attaching to the
Notes. In relation to the different types of Notes which may be issued under the Programme the Issuers
have endeavoured to include in this Base Prospectus all of the necessary information except for
information relating to the Notes which is not known at the date of this Base Prospectus and which can
only be determined at the time of an individual issue of a Tranche of Notes.

For a Tranche of Notes which is the subject of Final Terms, those Final Terms will, for the purposes of
that Tranche only, complete this Base Prospectus and must be read in conjunction with this Base
Prospectus. The terms and conditions applicable to any particular Tranche of Notes which is the subject
of Final Terms or a Pricing Supplement (as the case may be), are the Conditions as completed to the
extent described in the relevant Final Terms.

The terms and conditions applicable to any particular Tranche of Notes which is the subject of a
Drawdown Prospectus (or, in the case of Exempt Notes only, a Pricing Supplement) will be the
Conditions as supplemented, amended and/or replaced to the extent described in the relevant Drawdown
Prospectus or Pricing Supplement (as the case may be). In the case of a Tranche of Notes which is the
subject of a Drawdown Prospectus or Pricing Supplement (as the case may be), each reference in this
Base Prospectus to information being specified or identified in the relevant Final Terms shall be read and
construed as a reference to such information being specified or identified in the relevant Drawdown
Prospectus unless the context requires otherwise.

Each Drawdown Prospectus will be constituted either (1) by a single document containing the necessary
information relating to the relevant Issuer and the relevant Notes or (2) by a registration document (the
"Registration Document™) containing the necessary information relating to the relevant Issuer, a
securities note (the " Securities Note") containing the necessary information relating to the relevant Notes
and, if necessary, a summary note. In addition, if the Drawdown Prospectus is constituted by a
Registration Document and a Securities Note, any significant new factor, material mistake or inaccuracy
relating to the information included in the Registration Document which arises or is noted between the
date of the Registration Document and the date of the Securities Note which is capable of affecting the
assessment of the relevant Notes will be included in the Securities Note.
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SUPPLEMENT TO THISBASE PROSPECTUS

If a any time during the duration of the Programme a significant new factor, material mistake or
inaccuracy relating to information included in this Base Prospectus arises or is noted which is capable of
affecting the assessment of any Notes which may be issued under the Programme whose inclusion is
necessary to enable investors to make an informed assessment of the assets and liabilities, financial
position, profit and losses and prospects of the Issuers and the rights attaching to the Notes, the Issuers
will prepare a supplement to this Base Prospectus.

Statements contained in any such supplement (or contained in any document incorporated by reference
therein) shall, to the extent applicable (whether expressly, by implication or otherwise), be deemed to
modify or supersede statements contained in this Base Prospectus or in a document which is incorporated
by reference in this Base Prospectus. Any statement so modified or superseded shall not, except as so
modified or superseded, constitute a part of this Base Prospectus.
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FORMSOF THE NOTES
Bearer Notes

Each Tranche of Notes in bearer form ("Bearer Notes") will initialy be in the form of either atemporary
global note in bearer form (the "Temporary Global Note"), without interest coupons, or a permanent
global note in bearer form (the "Permanent Global Note"), without interest coupons, in each case as
specified in the relevant Final Terms. Each Temporary Global Note or, as the case may be, Permanent
Global Note (each a"Global Note") will be deposited on or around the issue date of the relevant Tranche
of the Notes with a depositary or a common depositary for Euroclear Bank SA/NV ("Euroclear™) and/or
Clearstream Banking S.A.("Clear stream, L uxembour g") and/or any other relevant clearing system.

In the case of each Tranche of Bearer Notes, the relevant Final Terms will also specify whether United
States Treasury Regulation 8§1.163-5(c)(2)(i)(C) (the "TEFRA C Rules") or United States Treasury
Regulation §1.163-5(c)(2)(i)(D) (the "TEFRA D Rules") are applicable in relation to the Notes or, if the
Notes do not have a maturity of more than 365 days, that neither the TEFRA C Rules nor the TEFRA D
Rules are applicable.

Temporary Global Note exchangeable for Permanent Global Note

If the relevant Final Terms specifies the form of Notes as being "Temporary Global Note exchangeable
for a Permanent Global Note", then the Notes will initially be in the form of a Temporary Global Note
which will be exchangeable, in whole or in part, for interests in a Permanent Global Note, without interest
coupons, not earlier than 40 days after the issue date of the relevant Tranche of the Notes upon
certification as to non-U.S. beneficial ownership. No payments will be made under the Temporary Global
Note unless exchange for interests in the Permanent Global Note is improperly withheld or refused. In
addition, interest payments in respect of the Notes cannot be collected without such certification of non-
U.S. beneficial ownership.

Whenever any interest in the Temporary Global Note is to be exchanged for an interest in a Permanent
Global Note, the relevant Issuer shall procure (in the case of first exchange) the delivery of a Permanent
Global Note to the bearer of the Temporary Global Note or (in the case of any subsequent exchange) an
increase in the principal amount of the Permanent Global Note in accordance with its terms against:

0) presentation and (in the case of final exchange) presentation and surrender of the Temporary
Global Note to or to the order of the Fiscal Agent; and

(i) receipt by the Fiscal Agent of a certificate or certificates of non-U.S. beneficial ownership.

The principal amount of Notes represented by the Permanent Global Note shall be equal to the aggregate
of the principal amounts specified in the certificates of non-U.S. beneficial ownership provided,
however, that in no circumstances shall the principal amount of Notes represented by the Permanent
Global Note exceed theinitial principal amount of Notes represented by the Temporary Global Note.

If:

@ the Permanent Global Note has not been delivered or the principal amount thereof increased by
5.00 p.m. (London time) on the seventh day after the bearer of the Temporary Globa Note has
requested exchange of an interest in the Temporary Global Note for an interest in a Permanent
Global Note; or

(b) the Temporary Global Note (or any part thereof) has become due and payable in accordance with
the Conditions or the date for final redemption of the Temporary Globa Note has occurred and,
in either case, payment in full of the amount of principal falling due with all accrued interest
thereon has not been made to the bearer of the Temporary Globa Note in accordance with the
terms of the Temporary Global Note on the due date for payment,

then the Temporary Global Note (including the obligation to deliver a Permanent Global Note) will
become void at 5.00 p.m. (London time) on such seventh day (in the case of (a) above) or at 5.00 p.m.
(London time) on such due date (in the case of (b) above) and the bearer of the Temporary Global Note
will have no further rights thereunder (but without prejudice to the rights which the bearer of the
Temporary Global Note or others may have under the Deeds of Covenant).
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The Permanent Global Note will become exchangeable, in whole but not in part only and at the request of
the bearer of the Permanent Global Note, for Bearer Notes in definitive form (" Definitive Notes"):

@ on the expiry of such period of notice as may be specified in the Final Terms; or
(b) at any time, if so specified in the Final Terms; or

(©) if the Final Terms specifies "in the limited circumstances described in the Permanent Global
Note", then if either of the following events occurs:

@) Euroclear or Clearstream, Luxembourg or any other relevant clearing system is closed
for business for a continuous period of 14 days (other than by reason of legal holidays)
or anhounces an intention permanently to cease business; or

(i) any of the circumstances described in Condition 14 (Events of Default) occurs.

Whenever the Permanent Globa Note is to be exchanged for Definitive Notes, the relevant Issuer shall
procure the prompt delivery (free of charge to the bearer) of such Definitive Notes, duly authenticated and
with Coupons and Talons attached (if so specified in the Final Terms), in an aggregate principal amount
equal to the principal amount of Notes represented by the Permanent Global Note to the bearer of the
Permanent Global Note against the surrender of the Permanent Global Note to or to the order of the Fiscal
Agent within 30 days of the bearer requesting such exchange.

If:

@ Definitive Notes have not been duly delivered by 5.00 p.m. (London time) on the thirtieth day
after the bearer has requested exchange of the Permanent Global Note for Definitive Notes; or

(o) the Permanent Global Note was originally issued in exchange for part only of a Temporary
Globa Note representing the Notes and such Temporary Global Note becomes void in
accordance with itsterms; or

(c) the Permanent Global Note (or any part thereof) has become due and payable in accordance with
the Terms and Conditions of the Notes or the date for final redemption of the Permanent Global
Note has occurred and, in either case, payment in full of the amount of principal falling due with
all accrued interest thereon has not been made to the bearer in accordance with the terms of the
Permanent Global Note on the due date for payment,

then the Permanent Global Note (including the obligation to deliver Definitive Notes) will become void at
5.00 p.m. (London time) on such thirtieth day (in the case of (a) above) or a 5.00 p.m. (London time) on
the date on which such Temporary Global Note becomes void (in the case of (b) above) or at 5.00 p.m.
(London time) on such due date ((c) above) and the bearer of the Permanent Global Note will have no
further rights thereunder (but without prejudice to the rights which the bearer of the Permanent Global
Note or others may have under the Deeds of Covenant).

Temporary Global Note exchangeable for Definitive Notes

If the relevant Final Terms specifies the form of Notes as being "Temporary Global Note exchangeable
for Definitive Notes' and also specifies that the TEFRA C Rules are applicable or that neither the TEFRA
C Rules or the TEFRA D Rules are applicable, then the Notes will initially be in the form of a Temporary
Global Note which will be exchangeable, in whole but not in part, for Definitive Notes not earlier than 40
days after the issue date of the relevant Tranche of the Notes.

If the relevant Final Terms specifies the form of Notes as being "Temporary Global Note exchangeable
for Definitive Notes' and also specifies that the TEFRA D Rules are applicable, then the Notes will
initially be in the form of a Temporary Globa Note which will be exchangeable, in whole or in part, for
Definitive Notes not earlier than 40 days after the issue date of the relevant Tranche of the Notes upon
certification as to non-U.S. beneficia ownership. Interest payments in respect of the Notes cannot be
collected without such certification of non-U.S. beneficial ownership.

Whenever the Temporary Global Note is to be exchanged for Definitive Notes, the relevant Issuer shall
procure the prompt delivery (free of charge to the bearer) of such Definitive Notes, duly authenticated and
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with Coupons and Talons attached (if so specified in the relevant Final Terms), in an aggregate principal
amount equal to the principal amount of the Temporary Global Note to the bearer of the Temporary
Global Note against the surrender of the Temporary Global Note to or to the order of the Fiscal Agent
within 30 days of the bearer requesting such exchange.

If:

@ Definitive Notes have not been duly delivered by 5.00 p.m. (London time) on the thirtieth day
after the bearer has requested exchange of the Temporary Global Note for Definitive Notes; or

(b) the Temporary Global Note (or any part thereof) has become due and payable in accordance with
the Conditions or the date for final redemption of the Temporary Globa Note has occurred and,
in either case, payment in full of the amount of principa falling due with all accrued interest
thereon has not been made to the bearer in accordance with the terms of the Temporary Global
Note on the due date for payment,

then the Temporary Global Note (including the obligation to deliver Definitive Notes) will become void
at 5.00 p.m. (London time) on such thirtieth day (in the case of (a) above) or at 5.00 p.m. (London time)
on such due date (in the case of (b) above) and the bearer of the Temporary Global Note will have no
further rights thereunder (but without prejudice to the rights which the bearer of the Temporary Global
Note or others may have under the Deeds of Covenant).

Permanent Global Note exchangeable for Definitive Notes

If the relevant Final Terms specifies the form of Notes as being "Permanent Global Note exchangeable
for Definitive Notes', then the Notes will initially be in the form of a Permanent Global Note which will
be exchangeable in whole, but not in part, for Definitive Notes:

@ on the expiry of such period of notice as may be specified in the relevant Final Terms; or
(o) at any time, if so specified in the relevant Final Terms; or

(© if the relevant Final Terms specifies "in the limited circumstances described in the Permanent
Global Note", then if either of the following events occurs:

(@) Euroclear or Clearstream, Luxembourg or any other relevant clearing system is closed
for business for a continuous period of 14 days (other than by reason of legal holidays)
Or announces an intention permanently to cease business; or

(i) any of the circumstances described in Condition 14 (Events of Default) occurs.

Whenever the Permanent Globa Note is to be exchanged for Definitive Notes, the relevant Issuer shall
procure the prompt delivery (free of charge to the bearer) of such Definitive Notes, duly authenticated and
with Coupons and Talons attached (if so specified in the Final Terms), in an aggregate principal amount
equal to the principal amount of Notes represented by the Permanent Global Note to the bearer of the
Permanent Global Note against the surrender of the Permanent Global Note to or to the order of the Fiscal
Agent within 30 days of the bearer requesting such exchange.

If:

@ Definitive Notes have not been duly delivered by 5.00 p.m. (London time) on the thirtieth day
after the bearer has requested exchange of the Permanent Global Note for Definitive Notes; or

(b) the Permanent Global Note (or any part thereof) has become due and payable in accordance with
the Conditions or the date for final redemption of the Permanent Global Note has occurred and,
in either case, payment in full of the amount of principa falling due with all accrued interest
thereon has not been made to the bearer in accordance with the terms of the Permanent Global
Note on the due date for payment,

then the Permanent Global Note (including the obligation to deliver Definitive Notes) will become void at
5.00 p.m. (London time) on such thirtieth day (in the case of (a) above) or a 5.00 p.m. (London time) on
such due date ((b) above) and the bearer of the Permanent Global Note will have no further rights
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thereunder (but without prejudice to the rights which the bearer of the Permanent Global Note or others
may have under the Deeds of Covenant).

In relation to any issue of Notes which are specified in the Final Terms as Global Notes exchangeable for
Definitive Notes in circumstances other than in the limited circumstances specified in the relevant Global
Note, such Notes may only be issued in denominations equal to, or greater than, EUR100,000 (or
equivalent) and multiples thereof.

Rights under Deeds of Covenant

Under the Deeds of Covenant, persons shown in the records of Euroclear and/or Clearstream,
Luxembourg and/or any other relevant clearing system as being entitled to an interest in a Temporary
Global Note or a Permanent Global Note which becomes void will acquire directly against the relevant
Issuer al those rights to which they would have been entitled if, immediately before the Temporary
Global Note or Permanent Global Note became void, they had been the holders of Definitive Notes in an
aggregate principal amount equal to the principa amount of Notes they were shown as holding in the
records of Euroclear and/or Clearstream, Luxembourg and/or any other relevant clearing system.

Terms and Conditions applicable to the Notes

The terms and conditions applicable to any Definitive Note will be endorsed on that Note and will consist
of the terms and conditions set out under "Terms and Conditions of the Notes" below and the provisions
of the relevant Final Terms which complete those terms and conditions.

The terms and conditions applicable to any Note in global form will differ from those terms and
conditions which would apply to the Note were it in definitive form to the extent described under
"Summary of Provisions Relating to the Notes while in Global Form" below.

Legend concerning United States persons

In the case of any Tranche of Bearer Notes having a maturity of more than 365 days, the Notes in global
form, the Notes in definitive form and any Coupons and Talons appertaining thereto will bear alegend to
the following effect:

"Any United States person who holds this obligation will be subject to limitations under the
United States income tax laws, including the limitations provided in Sections 165(j) and 1287(a)
of the Internal Revenue Code."

Registered Notes

Each Tranche of Registered Notes will be in the form of either individual Note Certificate in registered
form ("Individual Note Certificates') or a global Note in registered form (a"Global Registered Note
Certificate"), in each case as specified in the relevant Final Terms. Each Global Registered Note
Certificate will be deposited on or around the relevant issue date with a depositary or a common
depositary for Euroclear and/or Clearstream, Luxembourg and/or any other relevant clearing system and
registered in the name of a nominee for such depositary and will be exchangeable for Individual Note
Certificates in accordance with its terms.

If the relevant Final Terms specifies the form of Notes as being "Individual Note Certificates', then the
Notes will at all times be in the form of Individual Note Certificates issued to each Noteholder in respect
of their respective holdings.

If the relevant Fina Terms specifies the form of Notes as being "Global Registered Note Certificate
exchangeable for Individual Note Certificates', then the Notes will initially be in the form of a Global
Registered Note Certificate which will be exchangeable in whole, but not in part, for Individual Note
Certificates:

@ on the expiry of such period of notice as may be specified in the relevant Final Terms; or

(b) at any time, if so specified in the relevant Final Terms; or
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(© if the relevant Fina Terms specifies "in the limited circumstances described in the Global
Registered Note Certificate", then if either of the following events occurs:

(@) Euroclear or Clearstream, Luxembourg or any other relevant clearing system is closed
for business for a continuous period of 14 days (other than by reason of legal holidays)
or announces an intention permanently to cease business or

(i) any of the circumstances described in Condition 14 (Events of Default) occurs.

Whenever the Global Registered Note Certificate is to be exchanged for Individual Note Certificates, the
relevant Issuer shall procure that Individual Note Certificates will be issued in an aggregate principal
amount equal to the principal amount of the Global Registered Note Certificate within five business days
of the delivery, by or on behalf of the registered holder of the Global Registered Note Certificate to the
Registrar of such information as is required to complete and deliver such Individual Note Certificates
(including, without limitation, the names and addresses of the persons in whose names the Individual
Note Certificates are to be registered and the principal amount of each such person's holding) against the
surrender of the Global Registered Note Certificate at the specified office of the Registrar.

Such exchange will be effected in accordance with the provisions of the Agency Agreement and the
regulations concerning the transfer and registration of Notes scheduled thereto and, in particular, shall be
effected without charge to any holder, but against such indemnity as the Registrar may require in respect
of any tax or other duty of whatsoever nature which may be levied or imposed in connection with such
exchange.

If:

@ Individual Note Certificates have not been delivered by 5.00 p.m. (London time) on the thirtieth
day after they are due to be issued and delivered in accordance with the terms of the Global
Registered Note Certificate; or

(o) any of the Notes represented by a Global Registered Note Certificate (or any part of it) has
become due and payable in accordance with the Terms and Conditions of the Notes or the date
for final redemption of the Notes has occurred and, in either case, payment in full of the amount
of principal falling due with all accrued interest thereon has not been made to the holder of the
Globa Registered Note Certificate in accordance with the terms of the Global Registered Note
Certificate on the due date for payment,

then the Global Registered Note Certificate (including the obligation to deliver Individua Note
Certificates) will become void at 5.00 p.m. (London time) on such thirtieth day (in the case of (a) above)
or at 5.00 p.m. (London time) on such due date (in the case of (b) above) and the holder of the Global
Registered Note Certificate will have no further rights thereunder (but without prejudice to the rights
which the holder of the Global Registered Note Certificate or others may have under the Deeds of
Covenant. Under the Deeds of Covenant, persons shown in the records of Euroclear and/or Clearstream,
Luxembourg and/or any other relevant clearing system as being entitled to an interest in a Global
Registered Note Certificate will acquire directly against the relevant Issuer all those rights to which they
would have been entitled if, immediately before the Global Registered Note Certificate became void, they
had been the holders of Individual Note Certificates in an aggregate principal amount equal to the
principal amount of Notes they were shown as holding in the records of Euroclear and/or Clearstream,
Luxembourg and/or any other relevant clearing system.

Interestsin a Global Registered Note Certificate will be exchangeable (free of charge), in whole but not in
part, for Individual Note Certificates without receipts, interest coupons or talons attached only in the
limited circumstances described under "Summary of Provisions Relating to the Notes While in Global
Form".

Payments of principal, interest and any other amount in respect of the Global Registered Note Certificates
will, in the absence of provision to the contrary, be made to the person shown on the Register (as defined
in Condition 2(a) (Definitions)) as the registered holder of the Global Registered Note Certificate. None
of the Issuers, any Paying Agent or the Registrar will have any responsibility or liability for any aspect of
the records relating to or payments or deliveries made on account of beneficial ownership interests in the
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Global Registered Note Certificates or for maintaining, supervising or reviewing any records relating to
such beneficial ownership interests.

Payments of principal, interest or any other amount in respect of the Individual Note Certificates will, in
the absence or provision to the contrary, be made to the persons shown on the Register on the relevant
Record Date (as defined in Condition 12(f) (Record Date)) immediately preceding the due date for
payment in the manner provided in that Condition.

Interestsin a Global Registered Note Certificate will be exchangeable (free of charge), in whole but not in
part, for Individual Note Certificates without receipts, interest coupons or talons attached only upon the
occurrence of an Exchange Event. The relevant Issuer will promptly give notice to Noteholders in
accordance with Condition 20 (Notices) if an Exchange Event occurs. In the event of the occurrence of an
Exchange Event, Euroclear and/or Clearstream, Luxembourg (acting on the instructions of any holder of
an interest in such Global Registered Note Certificate) may give notice to the Registrar requesting
exchange. Any such exchange shall occur not later than 10 days after the date of receipt of the first
relevant notice by the Registrar.

In relation to any issue of Notes which are specified in the Final Terms as Global Registered Note
Certificates exchangeable for individual Note Certificates in circumstances other than in the limited
circumstances specified in the relevant Global Registered Note Certificate, such Notes may only be issued
in denominations equal to, or greater than, EUR100,000 (or equivalent) and multiples thereof.

Terms and Conditions applicable to the Notes

The terms and conditions applicable to any Individual Note Certificate will be endorsed on that Individual
Note Certificate and will consist of the terms and conditions set out under " Terms and Conditions of the
Notes" below and the provisions of the relevant Final Terms which complete those terms and conditions.

The terms and conditions applicable to any Globa Registered Note Certificate will differ from those
terms and conditions which would apply to the Note were it in individual form to the extent described
under " Summary of Provisions Relating to the Notes while in Global Form" below.

Write-off

For so long as any Tier 2 Notes are Global Notes or Global Registered Note Certificates, any Write-off
(as defined in the Conditions) will be effected in Euroclear and Clearstream, Luxembourg in accordance
with their operating procedures by way of areduction in the pool factor.
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TERMSAND CONDITIONSOF THE NOTES

The following is the text of the terms and conditions which, as completed by the relevant Final Terms, will
be endorsed on each Note in definitive form issued under the Programme. The terms and conditions
applicable to any Note in global form will differ from those terms and conditions which would apply to
the Note were it in definitive form to the extent described under "Summary of Provisions Relating to the
Notes while in Global Form" below.

1.

@

(b)

(©

(d)

C)

(f)

©)

Introduction

Programme: The Standard Bank of South Africa Limited ("SBSA") and Standard Bank Group
Limited ("SBG", together with SBSA, the "Issuers') have established a Euro Medium Term
Note Programme (the "Programme") for the issuance of up to U.S.$4,000,000,000 in aggregate
principal amount of notes (the "Notes").

Final Terms: Notes issued under the Programme are issued in series (each a "Series') and each
Series may comprise one or more tranches (each a "Tranche") of Notes. Each Tranche is the
subject of a written fina terms (the "Final Terms') or, in the case of Exempt Notes (as defined
below) only, a pricing supplement (a "Pricing Supplement") which completes these terms and
conditions (the "Conditions'). In the case of Exempt Notes, any other reference in these
Conditionsto "Final Terms' shall be deemed to be areference to the relevant Pricing Supplement.
The terms and conditions applicable to any particular Tranche of Notes are these Conditions as
completed by the relevant Finad Terms. In the event of any inconsistency between these
Conditions and the relevant Final Terms, the relevant Final Terms shall prevail. References in
these terms and conditions to "Exempt Notes' are to Notes for which no prospectus is required
to be published under the Prospectus Directive.

Deeds of Covenant: The Notes may be issued in bearer form ("Bearer Notes') or in registered
form ("Registered Notes'). Registered Notes are congtituted by a deed of covenant in respect of
each Issuer (in respect of SBG, the "SBG Deed of Covenant" and in respect of SBSA, the
"SBSA Deed of Covenant" (together, the "Deeds of Covenant")) each dated 10 May 2019.

Agency Agreement: The Notes are the subject of an amended and restated issue and paying
agency agreement dated 10 May 2019 as amended and supplemented from time to time (the
"Agency Agreement") between the Issuers, The Bank of New York Melon SA/NV,
Luxembourg Branch as registrar (the "Registrar", which expression includes any successor
registrar appointed from time to time in connection with the Notes), The Bank of New York
Mellon as fiscal agent (the "Fiscal Agent", which expression includes any successor fiscal agent
appointed from time to time in connection with the Notes) and the paying agents named therein
(together with the Fiscal Agent, the "Paying Agents', which expression includes any successor
or additional paying agents appointed from time to time in connection with the Notes).
References herein to the "Agents' are to the Registrar, the Fiscal Agent and the Paying Agents
and any reference to an "Agent"” isto any one of them.

The Notes: All subsequent references in these Conditions to "Notes" are to the Notes which are
the subject of the relevant Final Terms. Copies of the relevant Final Terms are available for
viewing at, and copies may be obtained from, the Specified Offices of each of the Paying Agents,
theinitial Specified Offices of which are set out below.

Summaries: Certain provisions of these Conditions are summaries of the Agency Agreement and
the Deeds of Covenant and are subject to their detailed provisions. The Noteholders (as defined
below) and the holders of the related interest coupons, if any, (the "Couponholders' and the
"Coupons’, respectively) are bound by, and are deemed to have notice of, all the provisions of
the Agency Agreement and the Deeds of Covenant applicable to them. Copies of the Agency
Agreement and the Deeds of Covenant are available for inspection by Noteholders during normal
business hours at the Specified Offices of each of the Agents, the initial Specified Offices of
which are set out below.

Issuer: References in these Conditions to "Issuer" are to the entity specified as such in the
relevant Final Terms.
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Interpretation
Definitions: In these Conditions the following expressions have the following meanings:
"Accrual Yield" hasthe meaning given in the relevant Final Terms;

"Additional Business Centre(s)" means the city or cities specified as such in the relevant Final
Terms;

" Additional Conditions" means in relation to any issue of Notes, the proceeds of which are
intended by the Issuer to qualify as Tier 2 Capital, such conditions, in addition to the conditions
specified in the applicable Capital Rules, as may be prescribed by the Relevant Regulator for the
proceeds of the issue of such Notes to qualify as Tier 2 Capital, pursuant to the approval granted
by the Relevant Regulator for the issue of such Notes, as specified in a supplement to the Base
Prospectus or a drawdown prospectus;

"Additional Financial Centre(s)" means the city or cities specified as such in the relevant Final
Terms;

"Additional Tier 1 Capital" means "additional tier 1 capital" as defined in section 1(1) of the
Banks Act;

"Additional Tier 1 Capital Securities' means any obligations or securities of the Issuer which
upon issue qualified (or were intended to qualify) as Additional Tier 1 Capital;

"Applicable Laws" meansin relation to a Person, means all and any:
0] statutes and subordinate legislation and common law;

(i) regulations;

(iii) ordinances and by-laws;

(iv) directives, codes of practice, circulars, guidance notices, judgments and decisions of any
competent authority, or any governmental, intergovernmental or supranational body,
agency, department or regulatory, self-regulatory or other authority or organisation; and

(v) other similar provisions,
from time to time, compliance with which is mandatory for that Person;

"Banks Act" means the South African Banks Act, 1990, as amended or replaced from time to
time;

"BBSW" means, in respect of any Specified Currency and any Specified Period, the rate for
prime bank eligible securities which is designated as the "AVG MID" on the Reuters Screen
BBSW Page (or any successor page);

"Business Day" means.

@) in relation to any sum payable in euro, a TARGET Settlement Day and a day on which
commercial banks and foreign exchange markets settle payments generally in each (if
any) Additional Business Centre; and

(i) in relation to any sum payable in a currency other than euro, a day on which commercial
banks and foreign exchange markets settle payments generally in London, in the
Principal Financial Centre of the relevant currency and in each (if any) Additional
Business Centre;

"Business Day Convention”, in relation to any particular date, has the meaning given in the
relevant Fina Terms and, if so specified in the relevant Final Terms, may have different
meanings in relation to different dates and, in this context, the following expressions shall have
the following meanings:



@) "Following Business Day Convention" means that the relevant date shall be postponed
to the first following day that is a Business Day;

(i) "M odified Following Business Day Convention" means that the relevant date shall be
postponed to the first following day that is a Business Day unless that day falls in the
next calendar month in which case that date will be the first preceding day that is a
Business Day;

(iii) "Preceding Business Day Convention" means that the relevant date shall be brought
forward to the first preceding day that is a Business Day;

(iv) "FRN Convention", "Floating Rate Convention" or "Eurodollar Convention" means
that each relevant date shall be the date which numerically corresponds to the preceding
such date in the calendar month which is the number of months specified in the relevant
Final Terms as the Specified Period after the calendar month in which the preceding
such date occurred provided, however, that:

(A) if there is no such numerically corresponding day in the calendar month in
which any such date should occur, then such date will be the last day which is a
Business Day in that calendar month;

(B) if any such date would otherwise fall on a day which is not a Business Day, then
such date will be the first following day which is a Business Day unless that day
falls in the next calendar month, in which case it will be the first preceding day
which isaBusiness Day; and

©) if the preceding such date occurred on the last day in a calendar month which
was a Business Day, then all subsequent such dates will be the last day which is
a Business Day in the calendar month which is the specified number of months
after the calendar month in which the preceding such date occurred; and

(V) "No Adjustment” means that the relevant date shall not be adjusted in accordance with
any Business Day Convention;

"Calculation Agent" means the Fiscal Agent or such other Person specified in the relevant Final
Terms as the party responsible for calculating the Rate(s) of Interest and Interest Amount(s)
and/or such other amount(s) as may be specified in the relevant Final Terms,

"Calculation Amount" has the meaning given in the relevant Final Terms;

"Capital Disqualification Event" means an event which will be deemed to have occurred with
respect to the Tier 2 Notes of any Series if, as a result of a Regulatory Change, the Tier 2 Notes
of that Series are fully, or to the extent permitted by the Capital Rules, partialy, excluded from
Tier 2 Capital of the Issuer on a solo and/or consolidated basis (save where such non-
qualification is only as a result of any applicable limitation on the amount of such capital and any
amortisation of recognition as Tier 2 Capital under the Capital Rules in the final five years prior
to maturity);

"Capital Rules’ means at any time, any capital adequacy rules, legidation, regulations,
requirements, guidance notes and policies relating to capital adequacy then in effect in South
Africain relation to banks, licensed to conduct the business of a bank in South Africa and bank
holding companies, in each case registered under the Banks Act (and where relevant, the rules
applicable specifically to the Issuer) as applied by the Relevant Regulator, or, if the Issuer
becomes domiciled in a jurisdiction other than South Africa, any capital adequacy rules,
legislation, regulations, requirements, guidance notes and policies relating to capital adequacy
then in effect in such other jurisdiction in relation to bank and bank holding companiess
registered and licensed in such other jurisdiction (and where relevant, the rules applicable
specifically to the Issuer) as applied by the Relevant Regulator;

"Changein Law" means on, or after the Issue Date of the first Tranche of Subordinated Notesin

any Series of Notes, (a) due to the adoption of or any change in any Applicable Law or regulation
(including, without limitation, any tax law), or (b) due to the promulgation of or any change in
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the interpretation by any court, tribunal or regulatory authority with competent jurisdiction of any
Applicable Law or regulation (including any action taken by a taxing authority), the Issuer
determinesin good faith that it will incur a materially increased cost in performing its obligations
under such Subordinated Notes (including, without limitation, due to any tax liability, decreasein
tax benefit or other adverse effect on its tax position);

"Common Equity Tier 1 Capital" means common equity tier 1 capital as defined in section 1(1)
of the Banks Act;

"Common Equity Tier 1 Capital Securities" means securities of the Issuer which qualify (or
were intended to qualify at issue) as Common Equity Tier 1 Capital;

"Coupon Sheet" means, in respect of a Note, a coupon sheet relating to the Note;

"Day Count Fraction" means, in respect of the calculation of an amount for any period of time
(the "Calculation Period"), such day count fraction as may be specified in these Conditions or
the relevant Final Terms and:

(@) if "Actual/Actual (ICMA)" is so specified, means:

(A) where the Calculation Period is equal to or shorter than the Regular Period
during which it fals, the actual number of days in the Calculation Period
divided by the product of (1) the actual number of days in such Regular Period
and (2) the number of Regular Periodsin any year; and

(B) where the Calculation Period is longer than one Regular Period, the sum of:

@ the actual number of days in such Calculation Period falling in the
Regular Period in which it begins divided by the product of (1) the
actual number of days in such Regular Period and (2) the number of
Regular Periodsin any year; and

(b) the actual number of days in such Calculation Period faling in the
next Regular Period divided by the product of (1) the actual number
of days in such Regular Period and (2) the number of Regular Periods
in any year;

(i) if "Actual/365" or "Actual/Actual (ISDA)" is so specified, means the actual number of
days in the Calculation Period divided by 365 (or, if any portion of the Calculation
Period fallsin aleap year, the sum of (A) the actual number of daysin that portion of the
Calculation Period falling in a leap year divided by 366 and (B) the actual number of
days in that portion of the Calculation Period falling in a non-leap year divided by 365);

(iii) if "Actual/365 (Fixed)" is so specified, means the actual number of days in the
Calculation Period divided by 365;

(iv) if "Actual/360" is so specified, means the actual number of days in the Calculation
Period divided by 360;

(V) if "30/360" is so specified, means the number of days in the Calculation Period divided
by 360 (the number of daysto be calculated on the basis of a year of 360 days with 12 30
day months (unless (i) the last day of the Calculation Period is the 31st day of a month
but the first day of the Calculation Period is a day other than the 30th or 31st day of a
month, in which case the month that includes that last day shall not be considered to be
shortened to a 30 day month, or (ii) the last day of the Calculation Period is the last day
of the month of February, in which case the month of February shall not be considered to
be lengthened to a 30 day month)); and

(vi) if "30E/360" or "Eurobond Basis' is so specified means, the number of days in the
Calculation Period divided by 360 (the number of days to be calculated on the basis of a
year of 360 days with twelve 30 day months, without regard to the date of the first day or
last day of the Calculation Period unless, in the case of the final Calculation Period, the
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date of final maturity is the last day of the month of February, in which case the month
of February shall not be considered to be lengthened to a 30 day month);

"Determination Business Day" means a day (other than a Saturday or Sunday) on which
commercial banks are open for genera business (including dealings in foreign exchange) in
Hong Kong, London and in New Y ork City;

"Determination Date" means the day which is two Determination Business Days before the due
date for any payment of the relevant amount under these Conditions;

"Early Redemption Amount" means, in respect of any Note, its principal amount or such other
amount as may be specified in, or determined in accordance with, these Conditions or the
relevant Final Terms;

"Early Termination Amount" means, in respect of any Note, its principal amount or such other
amount as may be specified in, or determined in accordance with, these Conditions or the
relevant Final Terms;

"EEA" means the European Economic Area;

"EURIBOR" means, in respect of any Specified Currency and any Specified Period, the interest
rate benchmark known as the Euro zone interbank offered rate which is calculated and by a
designated distributor (currently Thomson Reuters) in accordance with the requirements from
time to time of the European Banking Federation (or any other person which takes over the
administration of that rate) based on estimated interbank borrowing rates for a number of
designated currencies and maturities which are provided, in respect of each such currency, by a
panel of contributor banks (details of historic EURIBOR rates can be obtained from the
designated distributor);

"Event of Default" means an event of default by the Issuer as set out in Condition 14 (Events of
Default);

"Exchange" means any existing or future exchange or exchanges on which any Notes may be
listed and which isreferred to in the relevant Final Terms;

"Extraordinary Resolution" has the meaning given in the Agency Agreement;

"Final Redemption Amount" means, in respect of any Note, its principal amount or such other
amount as may be specified in the relevant Final Terms;

"Financial Indebtedness’ means any indebtedness of any Person for money borrowed or raised
including (without limitation) any indebtedness for or in respect of:

@) amounts raised by acceptance under any acceptance credit facility;
(i) amounts raised under any note purchase facility;

(iii) the amount of any liability in respect of leases or hire purchase contracts which would, in
accordance with applicable law and generally accepted accounting principles, be treated
as finance or capital leases;

(iv) the amount of any liability in respect of any purchase price for assets or services the
payment of which is deferred for a period in excess of 90 days; and

(V) amounts raised under any other transaction (including, without limitation, any forward
sale or purchase agreement) having the commercial effect of a borrowing;

"Fixed Coupon Amount" has the meaning given in the relevant Final Terms;

"Governmental Authority" means any de facto or de jure government (or any agency or
instrumentality thereof), court, tribunal, administrative or other governmental authority or any
other entity (private or public) charged with the regulation of the financial markets (including the
central bank) of Hong Kong;
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"Guarantee" means, in relation to any Financia Indebtedness of any Person, any obligation of
another Person to pay such Financial Indebtedness including (without limitation):

@) any obligation to purchase such Financial Indebtedness;

(i) any obligation to lend money, to purchase or subscribe shares or other securities or to
purchase assets or services in order to provide funds for the payment of such Financial
Indebtedness;

(iii) any indemnity against the consequences of a default in the payment of such Financial
Indebtedness; and

(iv) any other agreement to be responsible for such Financial Indebtedness;

"Holder" of a Note means the person in whose name such Noteis for the time being registered in
the Register (or, in the case of ajoint holding, the first named thereof) and "Noteholders® shall
be construed accordingly;

"Hong Kong" means the Hong Kong Special Administrative Region of the PRC;

"Illiquidity" means where the general Renminbi exchange market in Hong Kong becomes
illiquid and, as a result of which, the Issuer cannot obtain sufficient Renminbi in order to satisfy
its obligation to pay interest and principal (in whole or in part) in respect of the Notes as
determined by the Issuer in good faith and in a commercialy reasonable manner following
consultation (if practicable) with two Renminbi Dealers;

"Inconvertibility" means the occurrence of any event that makes it impossible for the Issuer to
convert any amount due in respect of the Notes in the general Renminbi exchange market in
Hong Kong, other than where such impossibility is due solely to the failure of the Issuer to
comply with any law, rule or regulation enacted by any Governmental Authority (unless such law,
rule or regulation is enacted after the date of the relevant Final Terms and it isimpossible for the
Issuer, due to an event beyond its control, to comply with such law, rule or regulation);

"Indebtedness’ includes any obligation (whether incurred as principal or surety) for the payment
or repayment of money, whether present or future, actual or contingent;

"Interest Amount" means, in relation to a Note and an Interest Period, the amount of interest
payable in respect of that Note for that Interest Period,;

"Interest Commencement Dat€e" means the Issue Date of the Notes or such other date as may be
specified as the Interest Commencement Date in the relevant Final Terms;

"Interest Deter mination Date" has the meaning given in the relevant Final Terms;

"Interest Payment Date' means the date or dates specified as such in, or determined in
accordance with the provisions of, the relevant Final Terms and, if a Business Day Convention is
specified in the relevant Final Terms:

(@) as the same may be adjusted in accordance with the relevant Business Day Convention;
or
(i) if the Business Day Convention is the FRN Convention, Floating Rate Convention or

Eurodollar Convention and an interval of a number of calendar months is specified in the
relevant Final Terms as being the Specified Period, each of such dates as may occur in
accordance with the FRN Convention, Floating Rate Convention or Eurodollar
Convention at such Specified Period of calendar months following the Interest
Commencement Date (in the case of the first Interest Payment Date) or the previous
Interest Payment Date (in any other case);

"Interest Period" means each period beginning on (and including) the Interest Commencement
Date or any Interest Payment Date and ending on (but excluding) the next Interest Payment Date;
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"I SDA Definitions" means the 2000 ISDA Definitions (as amended and updated as at the date of
issue of the first Tranche of the Notes of the relevant Series (as specified in the relevant Final
Terms) as published by the International Swaps and Derivatives Association, Inc.) or, if so
specified in the relevant Final Terms, the 2006 ISDA Definitions (as amended and updated as at
the date of issue of the first Tranche of the Notes of the relevant Series (as specified in the
relevant Final Terms) as published by the International Swaps and Derivatives Association, Inc.);

"Issue Date" has the meaning given in the relevant Final Terms;
"Junior Securities' means, in relation to the Tier 2 Notes:

@) any securities issued by the Issuer which qualify (or were intended to qualify at issue) as
Common Equity Tier 1 Capital;

(i) any securities issued by the Issuer which qualify (or were intended to qualify at issue) as
Additional Tier 1 Capital; and

(iii) any securities issued by, or any other obligations of the Issuer which rank, or are
expressed to rank, junior to the Tier 2 Notes on liquidation, winding-up or bankruptcy of
such Issuer;

"LIBOR" means, in respect of any Specified Currency and any Specified Period, the interest rate
benchmark known as the London interbank offered rate which is calculated and published by a
designated distributor (currently Thomson Reuters) in accordance with the requirements from
time to time of ICE Benchmark Administration Limited (or any other person which takes over
the administration of that rate) based on estimated interbank borrowing rates for a number of
designated currencies and maturities which are provided, in respect of each such currency, by a
panel of contributor banks (details of historic LIBOR rates can be obtained from the designated
distributor);

"Margin" hasthe meaning givenin the relevant Final Terms;

"Market" meansthe London Stock Exchange's EEA Regulated Market;

"Maturity Date" hasthe meaning given in the relevant Final Terms;

"M aximum Redemption Amount" hasthe meaning given in the relevant Final Terms;
"Minimum Redemption Amount" has the meaning given in the relevant Final Terms;

"Non-transferability" means the occurrence of any event that makes it impossible for the I ssuer
to transfer Renminbi between accounts inside Hong Kong or from an account inside Hong Kong
to an account outside Hong Kong or from an account outside Hong Kong to an account inside
Hong Kong, other than where such impossibility is due solely to the failure of the Issuer to
comply with any law, rule or regulation enacted by any Governmental Authority (unless such law,
rule or regulation is enacted after the date of the relevant Final Terms and it isimpossible for the
Issuer, due to an event beyond its control, to comply with such law, rule or regulation);

"Non-Viability Event" shall bear the meaning ascribed thereto in Condition 4(d)(ii) (Loss
Absorption Following A Non-Viability Event);

"Non-Viability Event Notice" shall bear the meaning ascribed thereto in Condition 4(d)(iii)
(Loss Absorption Following A Non-Viability Event);

"Non-Viability Loss Absorption Condition" shall bear the meaning ascribed thereto in
Condition 4(d)(i) (Loss Absorption Following A Non-Viability Event);

"Noteholder", in the case of Bearer Notes, has the meaning given in Condition 3(b) (Title to
Bearer Notes) and, in the case of Registered Notes, has the meaning given in Condition 3(d)
(Title to Registered Notes);

"Official List" meansthe official list of the United Kingdom Financial Conduct Authority;
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"Optional Redemption Amount (Call)" means, in respect of any Note, its principal amount or
such other amount as may be specified in, or determined in accordance with, the relevant Final
Terms;

"Optional Redemption Amount (Put)" means, in respect of any Note, its principal amount or
such other amount as may be specified in, or determined in accordance with, the relevant Final
Terms;

"Optional Redemption Date (Call)" has the meaning given in the relevant Final Terms;
"Optional Redemption Date (Put)" has the meaning given in the relevant Final Terms;

"Other Subordinated Securities' means in relation to a Series of Subordinated Notes (other
than Tier 2 Notes), any obligations or securities of the Issuer which rank or are expressed to rank
on a liquidation, bankruptcy or winding-up of the Issuer pari passu with the Subordinated Notes
of that Series;

"Other Tier 2 Securities' means any obligations or securities of the Issuer (other than the Tier 2
Notes):

(@) which upon issue qualified (or were intended to qualify) as Tier 2 Capital; or

(i) which otherwise rank or are expressed to rank on a liquidation, bankruptcy or winding-
up of the Issuer pari passu with the Tier 2 Notes or with other obligations or securities
falling within paragraph (i) above;

"Payment Business Day" means:
@) if the currency of payment is euro, any day whichiis:

(A) a day on which banks in the relevant place of presentation are open for
presentation and payment of bearer debt securities and for dealings in foreign
currencies; and

(B) in the case of payment by transfer to an account, a TARGET Settlement Day
and a day on which dealings in foreign currencies may be carried on in each (if
any) Additional Financial Centre; or

(i) if the currency of payment is not euro, any day whichis:

(A) a day on which banks in the relevant place of presentation are open for
presentation and payment of bearer debt securities and for dealings in foreign
currencies; and

(B) in the case of payment by transfer to an account, a day on which dealings in
foreign currencies may be carried on in the Principal Financial Centre of the
currency of payment and in each (if any) Additional Financial Centre;

"Permitted Security Interest” means any Security Interest arising out of statutory preferences or
by operation of law, any Security Interest on or with respect to the receivables of the Issuer
which is created pursuant to any securitisation scheme or like arrangement or any Security
Interest created over any asset acquired, developed or constructed by the Issuer provided that
the Relevant Debt so secured shall not exceed the bona fide arm's length market value of such
asset or the cost of such acquisition, development or construction (including all interest and other
finance charges, any adjustments due to changes in circumstances and other charges reasonably
incidental to such cost, whether contingent or otherwise) and where such market value or cost
both apply, the higher of the two;

"Person" means any individual, company, corporation, firm, partnership, joint venture,

association, organisation, state or agency of a state or other entity, whether or not having separate
legal personality;
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"PRC" means the People's Republic of China which, for the purpose of these Conditions, shall
exclude Hong Kong, the Macau Special Administrative Region of the People's Republic of China
and Taiwan;

"Principal Financial Centre" means, in relation to any currency, the principal financial centre
for that currency provided, however, that:

@) in relation to euro, it means the principal financial centre of such Member State of the
European Communities as is selected (in the case of a payment) by the payee or (in the
case of acalculation) by the Calculation Agent;

(i) inrelation to Australian dollars, it means either Sydney or Melbourne;
(iii) inrelation to New Zealand dollars, it means either Wellington or Auckland; and

(iv) in any case any financial centre that is selected (in the case of a payment) by the payee or
(in the case of acalculation) by the Calculation Agent;

"Principal Subsidiary" means a Subsidiary of the Issuer whose (@) total profits before tax and
extraordinary items represent in excess of 10 per cent. of the consolidated total profits before tax
and extraordinary items of the Issuer and its Subsidiaries, or (b) total value of net assets represent
in excess of 10 per cent. of the total value of all consolidated net assets owned by the Issuer and
its Subsidiaries in each case calculated by reference to the latest audited financial statements of
each Subsidiary and the latest audited consolidated financial statements of the Issuer and its
Subsidiaries but if a Subsidiary has been acquired or sold since the date as at which the latest
audited consolidated financial statements of the Issuer and its Subsidiaries were prepared, the
financial statements shall be adjusted in order to take into account the acquisition or sale of that
Subsidiary (that adjustment being certified by the Issuer and its Subsidiaries auditors as
representing an accurate reflection of the revised consolidated profits before interest and tax or
turnover of the Issuer and its Subsidiaries). A report by the directors of the Issuer, reviewed by its
auditors, that a Subsidiary is or is not a Principal Subsidiary shall, in the absence of manifest
error, be conclusive and binding on the Noteholders;

"Put Option Notice" means a notice which must be delivered to a Paying Agent by any
Noteholder wanting to exercise a right to redeem an Unsubordinated Note at the option of the
Notehol der;

"Put Option Receipt" means areceipt issued by a Paying Agent to a depositing Noteholder upon
deposit of a Note with such Paying Agent by any Noteholder wanting to exercise a right to
redeem a Note at the option of the Noteholder;

"Qualifying Tier 2 Securities" means securities issued directly by the I ssuer that:

@) have terms not materially less favourable to an investor than the terms of the Notes being
substituted or varied in accordance with Condition 10(k) (Substitution or Variation) (as
reasonably determined by the Issuer in consultation with an investment bank or financial
adviser of international standing (which in either case is independent of the Issuer), and
provided that a certification to such effect of two authorised officers shall have been
delivered to the Fiscal Agent prior to the issue or, as appropriate, variation of the
relevant securities), and, subject thereto, which (1) contain terms which comply with the
then current minimum requirements of the Relevant Regulator in relation to Tier 2
Capital, required to ensure that such Qualifying Tier 2 Securities qualify as
Tier 2 Capital (2) include terms which provide for the same Interest Rate or rate of
return from time to time applying to the Notes, and preserve the Interest Payment Dates;
(3) rank senior to, or pari passu with, the ranking of the Notes; (4) preserve any existing
rights under these Conditions to any accrued interest or other amounts which have not
been paid; (5) preserve the obligations (including the obligations arising from the
exercise of any right) of the Issuer as to redemption of the Notes, including (without
limitation) as to timing of, and amounts payable upon, such redemption; and (6) have a
solicited published rating ascribed to them or expected to be ascribed to them if the
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Notes had a solicited published rating from a rating agency immediately prior to such
substitution or variation; and

(i) if the Notes are listed on the Official List and admitted to trading on the Market (a) are
listed on the Official List and admitted to trading on the Market or (b) listed on such
other stock exchange as is a Recognised Stock Exchange at that time as selected by the
| ssuer;

"Rate of Interest" means the rate or rates (expressed as a percentage per annum) of interest
payable in respect of the Notes specified in the relevant Final Terms or calculated or determined
in accordance with the provisions of these Conditions and/or the relevant Final Terms and
includes the Initial Rate of Interest, First Reset Rate of Interest and the Subsequent Reset Rate of
Interest, as applicable;

"Recognised Stock Exchange" means a recognised stock exchange as defined in Section 1005 of
the Income Tax Act 2007 as the same may be amended from time to time and any provision,
statute or statutory instrument replacing the same from time to time;

"Redemption Amount" means, as appropriate, the Final Redemption Amount, the Early
Redemption Amount, the Optional Redemption Amount (Call), the Optiona Redemption
Amount (Put), the Early Termination Amount or such other amount in the nature of a redemption
amount as may be specified in the relevant Final Terms;

"Reference Banks' has the meaning given in the relevant Final Terms or, if none, four major
banks selected (after consultation with the Issuer, if reasonably practicable) by the Calculation
Agent in the market that is most closely connected with the Reference Rate;

"Reference Price" has the meaning given in the relevant Final Terms;
"Reference Rate" means BBSW, EURIBOR or LIBOR as specified in the relevant Final Terms;

"Register" means the register maintained by the Registrar in respect of the Notes in accordance
with the Agency Agreement;

"Regular Period" means:

(@) in the case of Notes where interest is scheduled to be paid only by means of regular
payments, each period from and including the Interest Commencement Date to but
excluding the first Interest Payment Date and each successive period from and including
one Interest Payment Date to but excluding the next Interest Payment Date;

(i) in the case of Notes where, apart from the first Interest Period, interest is scheduled to be
paid only by means of regular payments, each period from and including a Regular Date
faling in any year to but excluding the next Regular Date, where "Regular Date" means
the day and month (but not the year) on which any Interest Payment Date fals; and

(iii) in the case of Notes where, apart from one Interest Period other than the first Interest
Period, interest is scheduled to be paid only by means of regular payments, each period
from and including a Regular Date falling in any year to but excluding the next Regular
Date, where "Regular Date" means the day and month (but not the year) on which any
Interest Payment Date falls other than the Interest Payment Date falling at the end of the
irregular Interest Period;

"Regulations Relating to Banks' means the Regulations Relating to Banks published under
Government Notice R1029 in Government Gazette 35950 of 12 December 2012, issued under
section 90 of the Banks Act, as such regulations may be amended, supplemented or replaced
fromtimeto time;

"Regulatory Change" means a change in, or amendment to, the Capital Rules or any change in
the application of or official or generally published guidance or interpretation of the Capital
Rules, which change or amendment becomes, or would become, effective on or after the Issue
Date of the first Tranche of Notes of the relevant Series;
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"Relevant Date' means, in relation to any payment, whichever is the later of (a) the date on
which the payment in question first becomes due and (b) if the full amount payable has not been
received in the Principal Financial Centre of the currency of payment by the Fiscal Agent on or
prior to such due date, the date on which (the full amount having been so received) notice to that
effect has been given to the Noteholders;

"Relevant Debt" means any present or future indebtedness of the Issuer in the form of, or
represented by any bond, note or debenture issued by the Issuer and listed on a financial or stock
exchange but excluding any option or warrant in respect of any share or index or any written
acknowledgement of indebtedness issued by the Issuer to SARB;

"Relevant Financial Centre" hasthe meaning givenin the relevant Final Terms;

"Relevant Regulator” means the Prudential Authority (the "PA") in terms of the Banks Act and
any successor or replacement thereto, or other authority having primary responsibility for the
prudential oversight and supervision of the I ssuer;

"Relevant Screen Page' means the page, section or other part of a particular information service
(including, without limitation, Reuters) specified as the Relevant Screen Page in the relevant
Final Terms, or such other page, section or other part as may replace it on that information
service or such other information service, in each case, as may be nominated by the Person
providing or sponsoring the information appearing there for the purpose of displaying rates or
prices comparable to the Reference Rate;

"Relevant Time" has the meaning given in the relevant Final Terms;
"Renminbi" means the lawful currency of the PRC;

"Renminbi Dealer" means an independent foreign exchange dealer of international repute active
in the Renminbi exchange market in Hong Kong;

"Reserved Matter" means any proposal to change any date fixed for payment of principa or
interest in respect of the Notes, to reduce the amount of principal or interest payable on any date
in respect of the Notes, to ater the method of calculating the amount of any payment in respect
of the Notes or the date for any such payment, to change the currency of any payment under the
Notes or to change the quorum requirements relating to meetings or the majority required to pass
an Extraordinary Resolution;

"SARB" means the South African Reserve Bank;
"SB Group" means Standard Bank Group Limited and any of its subsidiaries;

"Security Interest" means any mortgage, charge, pledge, lien or other security interest including,
without limitation, anything analogous to any of the foregoing under the laws of any jurisdiction;

"Senior Claims' shall bear the meaning ascribed thereto in Condition 4(b) (Status of the
Subordinated Notes that are not Tier 2 Notes);

"Senior Creditors' means creditors of the I ssuer:
0] who are unsubordinated creditors of the Issuer; or

(i) (other than the holders of Additional Tier 1 Capital Securities or Tier 2 Capital Securities)
whose claims are, or are expressed to be, subordinated (whether only in the event of a
dissolution, liquidation or winding-up of the Issuer or otherwise) to the claims of
unsubordinated creditors of the I ssuer;

"Solvent Reconstruction" means an event where an order is made or an effective resolution is
passed for the winding up of the Issuer under or in connection with a scheme of amalgamation or
reconstruction not involving a bankruptcy or insolvency, where the obligations of the Issuer in
relation to the outstanding Notes are assumed by the successor entity to which dl, or
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substantially all, of the property, assets and undertaking of the Issuer are transferred or where an
arrangement with similar effect not involving bankruptcy or insolvency isimplemented;

"Specified Currency" hasthe meaning given in the relevant Final Terms;

"Specified Denomination(s)" has the meaning given in the relevant Final Terms, save that the
minimum denomination of any Note to be admitted to trading on a regulated market within the
EEA or offered to the public in circumstances which require the publication of a prospectus
under EU Directive 2003/71/EC (as amended or superseded) will be EUR100,000 (or its
equivalent in another currency at the Issue Date of such Notes);

"Specified Office" has the meaning given in the Agency Agreement;
"Specified Period" has the meaning given in the relevant Final Terms;

"Spot Rate" means the spot CNY/U.S. Dollar exchange rate for the purchase of U.S. dollars with
Renminbi in the over the counter Renminbi exchange market in Hong Kong for settlement in two
Determination Business Days, as determined by the Calculation Agent at or around 11 am.
(Hong Kong time) on the Determination Date, on a deliverable basis by reference to Reuters
Screen Page TRADCNY 3, or if no such rate is available, on a non deliverable basis by reference
to Reuters Screen Page TRADNDF. If neither rate is available, the Calculation Agent will
determine the Spot Rate at or around 11 a.m. (Hong Kong time) on the Determination Date as the
most recently available CNY/U.S. Dollar official fixing rate for settlement in two Determination
Business Days reported by The State Administration of Foreign Exchange of the PRC, which is
reported on the Reuters Screen Page CNY=SAEC. Reference to a page on the Reuters Screen
means the display page so designated on the Reuters Monitor Money Rates Service (or any
successor service) or such other page as may replace that page for the purpose of displaying a
comparable currency exchange rate;

"Statutory Loss Absorption Regime' means any legal, statutory or regulatory regime or
requirement implemented in South Africa which provides the Relevant Regulator with the power
to implement principal loss absorption measures in respect of capital instruments (such as
Additional Tier 1 Capital and Tier 2 Capital), including, but not limited to, any such regime or
requirement which isimplemented pursuant to Basel 111;

"Subordinated Notes' means (i) any Notes issued with the status and characteristics set out in
Condition 4(c) (Status of Tier 2 Notes) and specified as Tier 2 Notes in the relevant Final Terms
or (ii) any Notes issued with the status and characteristics set out in Condition 4(b) (Satus of the
Subordinated Notes that are not Tier 2 Notes) as specified in the relevant Final Terms;

"Subsidiary" means, in relation to any Person (the "first Person™") at any particular time, any
other Person (the "second Person") whose affairs and policies the first Person controls or has the
power to control, whether by ownership of share capital, contract, the power to appoint or
remove members of the governing body of the second Person or otherwise;

"Talon" means atalon for further Coupons;

"TARGET2" means the Trans-European Automated Real-Time Gross Settlement Express
Transfer payment system which utilises a single shared platform and which was launched on 19
November 2007,

"TARGET Settlement Day" means any day on which the TARGET?2 is open for the settlement
of paymentsin Euro;

"Tax Event (Deductibility)" means an event where, as aresult of a Tax Law Change, in respect
of the Issuer's obligation to make any payment of interest on the next following Interest Payment
Date or any subsequent Interest Payment Date, the Issuer would not be entitled to claim a
deduction in respect of computing its taxation liabilities in South Africa, or such entitlement isin
the opinion of the Issuer, materially reduced, and in each case the Issuer cannot avoid the
foregoing in connection with the Notes by taking measures reasonably available to it (such
reasonable measures to exclude any requirement to instigate litigation in respect of any decision



(b)

or determination of the South African Revenue Service that any such interest does not constitute
atax deductible expense);

"Tax Event (Gross up)" means an event where, as aresult of a Tax Law Change, the Issuer has
paid or will or would on the next Interest Payment Date be required to pay additional amounts as
provided or referred to in Condition 13 (Taxation);

"Tax Law Change" means a change or proposed change in, or amendment or proposed
amendment to, the tax laws or regulations of South Africa, or any political subdivision or any
authority thereof or therein having power to tax, or any change in the application or official
interpretation of such tax laws or regulations (including a holding by a court of competent
jurisdiction) whether or not having retrospective effect, which actual or proposed change or
amendment becomes effective on or after the Issue Date of the first Tranche of Notes of the
relevant Series;

"Tier 2 Capital" means "tier 2 capital”" as defined in section 1(1) of the Banks Act;

"Tier 2 Capital Rules' means Regulation 38(12) of the Regulations Relating to Banks
promulgated under the Banks Act and such other provisions of the Capital Rules with which Tier
2 Notes must comply in order for the proceeds of the issue of such Notes to qualify as Tier 2
Capital;

"Tier 2 Capital Securities" means any obligations or securities of the Issuer which upon issue
qualified (or were intended to qualify) as Tier 2 Capital;

"Tier 2 Noteholder" means a holder of aTier 2 Note;

"Tier 2 Notes' means Notes specified as such in the relevant Final Terms and complying with
the Tier 2 Capital Rules,

"Treaty" meansthe Treaty on the Functioning of the European Union;

"Unsubordinated Notes' means Notes issued with the status and characteristics set out in
Condition 4(a) (Status of the Unsubordinated Notes) as specified in the relevant Final Terms;

"U.S." meansthe United States of America;
"U.S. dollars" means United States dollars;

"U.S. Dollar Equivalent" means the Renminbi amount converted into U.S. dollars using the
Spot Rate for the relevant Determination Date;

"Write-off" means, in respect of Tier 2 Notes:

(@) the Tier 2 Notes shall be cancelled (in the case of a Write-off in whole) or written-off in
part on a pro rata basis (in the case of a Write-off in part), in accordance with the Capital
Rules and as, and to the extent, determined by the Relevant Regulator; and

(i) all rights of any Tier 2 Noteholder for payment of any amounts under or in respect of the
Tier 2 Notes (including, without limitation, any amounts arising as aresult of, or due and
payable upon the occurrence of, an Event of Default) shal, as the case may be, be
cancelled or written-off pro rata among the Tier 2 Noteholders and, in each case, not
restored under any circumstances, irrespective of whether such amounts have become
due and payable prior to the date of the Non-Viability Event Notice and even if the Non-
Viahility Event has ceased; and

"Zero Coupon Note" means a Note specified as such in the relevant Final Terms.
Interpretation: In these Conditions:

@) any reference to principal shall be deemed to include the Redemption Amount, any
additional amounts in respect of principal which may be payable under Condition 13
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(Taxation), any premium payable in respect of a Note and any other amount in the nature
of principal payable pursuant to these Conditions;

(i) any reference to interest shall be deemed to include any additional amounts in respect of
interest which may be payable under Condition 13 (Taxation) and any other amount in
the nature of interest payable pursuant to these Conditions;

(iii) references to Notes being "outstanding” shall be construed in accordance with the
Agency Agreement;

(iv) if an expression is stated in Condition 2(a) (Definitions) to have the meaning given in the
relevant Final Terms, but the relevant Final Terms gives no such meaning or specifies
that such expression is "not applicable" then such expression is not applicable to the
Notes; and

(V) any reference to the Agency Agreement or each Deed of Covenant shall be construed as
a reference to the Agency Agreement or each Deed of Covenant, as the case may be, as
amended and/or supplemented up to and including the I ssue Date of the Notes.

Form, Denomination, Title and Transfer

Bearer Notes: Bearer Notes are in the Specified Denomination(s) with Coupons and, if specified
in the relevant Final Terms, Talons attached at the time of issue. In the case of a Series of Bearer
Notes with more than one Specified Denomination, Bearer Notes of one Specified Denomination
will not be exchangeable for Bearer Notes of another Specified Denomination.

Title to Bearer Notes: Title to Bearer Notes and the Coupons will pass by delivery. In the case of
Bearer Notes, "Holder" means the holder of such Bearer Note and "Noteholder” and
"Couponholder" shall be construed accordingly.

Registered Notes: Registered Notes are in the Specified Denomination(s), which may include a
minimum denomination specified in the relevant Final Terms and higher integral multiples of a
smaller amount specified in the relevant Final Terms.

Title to Registered Notes. The Registrar will maintain the register in accordance with the
provisions of the Agency Agreement. A certificate (each, a "Note Certificate") will be issued to
each Holder of Registered Notesin respect of its registered holding. Each Note Certificate will be
numbered serialy with an identifying number which will be recorded in the Register. In the case
of Registered Notes, "Holder" means the person in whose nhame such Registered Note is for the
time being registered in the Register (or, in the case of a joint holding, the first named thereof)
and "Noteholder" shall be construed accordingly.

Ownership: The Holder of any Note or Coupon shall (except as otherwise required by law) be
treated as its absolute owner for al purposes (whether or not it is overdue and regardless of any
notice of ownership, trust or any other interest therein, any writing thereon or, in the case of
Registered Notes, on the Note Certificate relating thereto (other than the endorsed form of
transfer) or any notice of any previous loss or theft thereof) and no Person shall be liable for so
treating such Holder. No person shall have any right to enforce any term or condition of any Note
under the Contracts (Rights of Third Parties) Act 1999.

Transfers of Registered Notes: Subject to paragraphs (i) (Closed periods) and (j) (Regulations
concerning transfers and registration) below, a Registered Note may be transferred upon
surrender of the relevant Note Certificate, with the endorsed form of transfer duly completed, at
the Specified Office of the Registrar, together with such evidence as the Registrar may
reasonably require to prove the title of the transferor and the authority of the individuals who
have executed the form of transfer; provided, however, that a Registered Note may not be
transferred unless the principal amount of Registered Notes transferred and (where not all of the
Notes held by a Holder are being transferred) the principal amount of the balance of Registered
Notes not transferred are Specified Denominations. Where not al the Registered Notes
represented by the surrendered Note Certificate are the subject of the transfer, a new Note
Certificate in respect of the balance of the Notes will be issued to the transferor.
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Registration and delivery of Note Certificates: Within five business days of the surrender of a
Note Certificate in accordance with paragraph (f) (Transfers of Registered Notes) above, the
Registrar will register the transfer in question and deliver a new Note Certificate of a like
principal amount to the Registered Notes transferred to each relevant Holder at its Specified
Office or (at the request and risk of any such relevant Holder) by uninsured first class mail
(airmail if overseas) to the address specified for the purpose by such relevant Holder. In this
paragraph, "business day" means a day on which commercia banks are open for general
business (including dealings in foreign currencies) in the city where the Registrar has its
Specified Office.

No charge: The transfer of a Registered Note will be effected without charge by or on behalf of
the Issuer or the Registrar but against such indemnity as the Registrar may require in respect of
any tax or other duty of whatsoever nature which may be levied or imposed in connection with
such transfer.

Closed periods: Noteholders may not require transfers to be registered during the period of 15
days ending on the due date for any payment of principal or interest in respect of the Registered
Notes.

Regulations concerning transfers and registration: All transfers of Registered Notes and entries
on the Register are subject to the detailed regulations concerning the transfer of Registered Notes
scheduled to the Agency Agreement. The regulations may be changed by the I ssuer with the prior
written approval of the Registrar. A copy of the current regulations will be mailed (free of charge)
by the Registrar to any Noteholder who requests in writing a copy of such regulations.

Status
Status of the Unsubor dinated Notes:
(@) Application: This Condition 4(a) applies only to Unsubordinated Notes.

(i) Satus of the Unsubordinated Notes. The Unsubordinated Notes constitute direct,
unconditional, unsubordinated and unsecured obligations of the Issuer which will at all
times rank pari passu without preference or priority among themselves and (subject to
the provisions of Condition 5 (Negative Pledge)) at least pari passu with all other
present and future unsecured and unsubordinated obligations of the Issuer, save for such
obligations as may be preferred by provisions of law that are both mandatory and of
general application.

Status of the Subordinated Notesthat are not Tier 2 Notes:

@) Application: This Condition 4(b) applies only to Subordinated Notes that are not Tier 2
Notes.

(i) Satus of the Subordinated Notes that are not Tier 2 Notes: Subordinated Notes that are
not Tier 2 Notes congtitute direct, unsecured and subordinated obligations of the Issuer
and rank pari passu among themselves and (save for the claims of those creditors that
have been accorded preferentia rights by law):

(A) pari passu with Other Subordinated Securities;

(B) senior to the claims of holders of Additional Tier 1 Capital and Tier 2 Capital;
and

©) junior to the present and/or future claims of Senior Creditors (the "Senior
Claims") in relation to which such claims of the holders of such Subordinated
Notes are (or are expressed to be) subordinated in the event of the dissolution,
liquidation or winding-up of the Issuer as provided in the Fina Terms or the
Pricing Supplement (as applicable).

(iii) Subordination: Subject to Applicable Law, in the event of the dissolution of the Issuer or
if the Issuer is placed into liquidation or wound up, the claims of the Holders of
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Subordinated Notes that are not Tier 2 Notes shall be subordinated to Senior Claims to
the extent that in any such event, (i) no Holder of such Subordinated Notes that are not
Tier 2 Notes shall be entitled to prove or tender to prove a claim in respect of the
Subordinated Notes and (ii) no amount due under such Subordinated Notes shall be
eligible for set off, counterclaim, abatement or other similar remedy which a Holder of
such Subordinated Notes might otherwise have under the laws of any jurisdiction in
respect of such Subordinated Notes nor shall any amount due under such Subordinated
Notes be payable to the Holders of such Subordinated Notes in respect of the obligations
of the Issuer thereunder until al Senior Claims which are admissible in any such
dissolution, insolvency or winding up have been paid or discharged in full.

(©) Statusof Tier 2 Notes

0]
(i)

(iii)

@iv)

Application: This Condition 4(c) appliesonly to Tier 2 Notes.

Satus of the Tier 2 Notes: The Tier 2 Notes constitute direct, unsecured and, in
accordance with Condition 4(c)(iii) (Subordination) below, subordinated obligations of
the Issuer and rank pari passu without any preference among themselves and (save for
the claims of those creditors that have been accorded preferential rights by law):

(A) pari passu with Other Tier 2 Securities;

(B) senior to Common Equity Tier 1 Capital Securities and the obligations of the
I ssuer under any Junior Securities; and

©) junior to the present and/or future claims of Senior Creditors.

Subordination: The claims of Tier 2 Noteholders entitled to be paid amounts due in
respect of the Tier 2 Notes are subordinated to the present and/or future claims of Senior
Creditors and, accordingly, in the event of the dissolution of the Issuer or if the Issuer is
placed into liquidation or is wound-up (in each case other than pursuant to a Solvent
Reconstruction):

(A) notwithstanding that any Tier 2 Noteholder shall have proved a claim for any
amount in respect of the Tier 2 Notes in the event of the dissolution, liquidation
or winding-up of the Issuer, no such amount shall be paid to that Tier 2
Noteholder until the claims of Senior Creditors have been fully satisfied; and

(B) no amount due under the Tier 2 Notes shall be eligible for set-off, counterclaim,
abatement or other similar remedy which a Tier 2 Noteholder might otherwise
have under the laws of any jurisdiction in respect of the Tier 2 Notes nor shall
any amount due under the Tier 2 Notes be payable to any Tier 2 Noteholder,
until the claims of all Senior Creditors which are admissible in any such
dissolution, liquidation or winding-up have been paid or discharged in full.

Set-off:

(A) Subject to Applicable Law, no Tier 2 Noteholder may exercise, claim or plead
any right of set-off, compensation or retention in respect of any amount owed to
it by the Issuer under or in connection with the Tier 2 Notes and each Tier 2
Noteholder shall, by virtue of being the holder of any Tier 2 Note, be deemed to
have waived al such rights of set-off, compensation and retention.
Notwithstanding the preceding sentence, if any of the amounts owing to any
Tier 2 Noteholder by the I ssuer is discharged by set-off (whether by operation of
law or otherwise) such Tier 2 Noteholder shall, unless such payment is
prohibited by law, immediately pay an amount equal to the amount of such
discharge to the Issuer or, in the event of its winding-up or administration, the
liquidator or administrator, as appropriate, of the Issuer for payment to the
Senior Creditors in respect of amounts owing to them by the Issuer, and, until
such time as payment is made, shall hold an amount equal to such amount in
trust for the Issuer, or the liquidator or administrator, as appropriate, of the
Issuer (as the case may be), for payment to the Senior Creditors in respect of

-68-



(d)

C)

amounts owing to them by the Issuer and accordingly any such discharge shall
be deemed not to have taken place.

(B) As usad in this Condition 4(c)(iv), the expression "obligations' includes any
direct or indirect obligations of the Issuer and whether by way of guarantee,
indemnity, other contractual support arrangement or otherwise and regardless of
name or designation.

L oss Absorption Following A Non-Viability Event

0]

(i)

(iii)

@iv)

v)

This Condition 4(d) applies only to Tier 2 Notes and is referred to as the "Non-Viability
Loss Absorption Condition" in these Conditions.

a "Non-Viability Event" shall occur when a "trigger event" specified in writing by the
Relevant Regulator in accordance with the Capital Rules has occurred; provided that, as
aminimum, the aforesaid "trigger event" shall be the earlier of:

(A) a decision that a write-off, without which the Issuer (on a consolidated basis or
as required by the Capital Rules) would become non-viable, is necessary as
determined by the Relevant Regulator; or

(B) the decision to make a public sector injection of capital, or equivalent support,
without which the Issuer (on a consolidated basis or as required by the Capital
Rules) would have become non-viable, as determined by the Relevant Regulator.

Upon the occurrence of a Non-Viahility Event, the Issuer will notify Tier 2 Noteholders
(a "Non-Viability Event Notice") in accordance with Condition 20 (Notices) and
subsequently Write-off the Tier 2 Notes, in accordance with the Capital Rules.

For the avoidance of doubt, following any Write-off of the Tier 2 Notes (in accordance
with these terms) the Issuer shall not be obliged to pay compensation in any form to the
Tier 2 Noteholders.

Any Write-off of the Tier 2 Notes upon the occurrence of a Non-Viability Event will not
congtitute an Event of Default or any other breach of the Issuer's obligations under the
Conditions.

Disapplication of Non-Viability L oss Absor ption

0]
(i)

(iii)

This Condition 4(e) appliesonly to Tier 2 Notes.

If a Statutory Loss Absorption Regime is implemented in South Africa and the Tier 2
Notes are subject to such Statutory Loss Absorption Regime upon the occurrence of a
Non-Viability Event, then the Issuer, if so specified in the Final Terms, shall have the
option at any time by written notice (the "Amendment Notice") to the Tier 2
Noteholders in accordance with Condition 20 (Notices), to elect that the Non-Viability
Loss Absorption Condition shall cease to apply and that the Statutory Loss Absorption
Regime will apply to the Tier 2 Notes from the date specified in the Amendment Notice
(the "Amendment Date"), being a date no earlier than the date on which the Statutory
Loss Absorption Regime takes effect (the "Amendment Option"). If the Issuer
exercises the Amendment Option, the Non-Viability Loss Absorption Condition will
cease to apply and the Tier 2 Notes will be subject to such minimum requirements of the
Statutory Loss Absorption Regime required to ensure that the Tier 2 Notes continue to
qualify as Tier 2 Capital with effect from the Amendment Date. If the Amendment
Option is not specified in the Final Terms or if the Amendment Option is specified in the
Final Terms but is not exercised by the Issuer, then the Tier 2 Notes will not be subject
to the Statutory Loss Absorption Regime and the Non-Viability Loss Absorption
Condition will continue to apply to the Tier 2 Notes.

For the avoidance of doubt, if a Non-Viability Event occurs on or after such date on
which the Non-Viability Loss Absorption Condition referred to in Condition 4(d) is
disapplied, the Relevant Regulator or the Relevant Resolution Authority, as the case may
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be, or the Issuer following instructions from the Relevant Regulator or the Relevant
Resolution Authority, as the case may be, may take such action in respect of the Tier 2
Notes asis required or permitted by such Statutory Loss Absorption Regime.

(iv) Notwithstanding and to the exclusion of any other term of the Tier 2 Notes or any other
agreements, arrangements or understanding between the Issuer and any Holder (which,
for the purposes of this Condition 4(e)(iv), includes each holder of abeneficial interest in
the Tier 2 Notes), by its acquisition of the Tier 2 Notes, each Holder acknowledges and
accepts that any liability arising under the Tier 2 Notes may be subject to the exercise of
Statutory Loss Absorption Powers by the Relevant Resolution Authority and
acknowledges, accepts, consents to and agrees to be bound by:

(A) the effect of the exercise of any Statutory Loss Absorption Powers by the
Relevant Resolution Authority; and

(B) the variation of the terms of the Tier 2 Notes, as deemed necessary by the
Relevant Resolution Authority, to give effect to the exercise of any Statutory
Loss Absorption Powers by the Relevant Resolution Authority.

(V) For the purposes of this Condition:

"Statutory Loss Absorption Powers' means any write-down, conversion, transfer,
modification, suspension or similar or related power existing from time to time under,
and exercised in compliance with the Statutory Loss Absorption Regime, as amended or
replaced from time to time and pursuant to which any obligation of the Issuer can be
reduced, cancelled, modified, or converted into shares, other securities or other
obligations of the Issuer or any other person (or suspended for atemporary period); and

"Relevant Resolution Authority" means the resolution authority with the ability to
exercise any Statutory Loss Absorption Powersin relation to the I ssuer.

Capital Rulesand Additional Conditions

In order for the proceeds of the issuance of any Tranche of Notes to qualify as Tier 2 Capital,
Subordinated Notes must comply with the applicable Capital Rules (including the Additional
Conditions (if any) prescribed by the Relevant Regulator in respect of a particular Tranche of
Tier 2 Notes). The Issuer will specify in the Final Terms whether any issue of Notesis an issue of
Tier 2 Notes, the proceeds of which are intended to qualify as Tier 2 Capital. The Additional
Conditions (if any) prescribed by the Relevant Regulator in respect of Tier 2 Notes will be
specified in a supplement to the Base Prospectus or a drawdown prospectus.

No Liability of Agents

None of the Agents shall have any responsibility for, or liability or obligation in respect of, any
loss, claim or demand incurred as a result of or in connection with a Non-Viability Event, the
Non-Viability Loss Absorption Condition (or its disapplication) or any consequent Write-off and
cancellation of any Tier 2 Notes or any claims in respect thereof, and none of the Agents shall be
responsible for any calculation or determination or the verification of any calculation or
determination in connection with the foregoing.

Negative Pledge
This Condition 5 only applies to Unsubordinated Notes.

For so long as any Unsubordinated Note remains outstanding, the Issuer undertakes not to create
or permit the creation of any Security Interest (other than a Permitted Security Interest) over any
of its present or future assets or revenues to secure any present or future Relevant Debt without at
the same time securing all Unsubordinated Notes equally and rateably with such Relevant Debt
or providing such other security as may be approved by an Extraordinary Resolution of the
holders of those Unsubordinated Notes, unless the provision of any such security is waived by an
Extraordinary Resolution of the holders of those Unsubordinated Notes.
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Fixed Rate Note Provisions

Application: This Condition 6 is applicable to the Notes only if the Fixed Rate Note Provisions
are specified in the relevant Final Terms as being applicable.

Accrual of interest: The Notes bear interest from the Interest Commencement Date at the Rate of
Interest payable in arrear on each Interest Payment Date, subject as provided in Condition 11
(Payments — Bearer Notes) or Condition 12 (Payments — Registered Notes) as applicable. Each
Note will cease to bear interest from the due date for final redemption unless, upon due
presentation, payment of the Redemption Amount is improperly withheld or refused, in which
case it will continue to bear interest in accordance with this Condition 6 (as well after as before
judgment) until whichever is the earlier of (i) the day on which all sums due in respect of such
Note up to that day are received by or on behalf of the relevant Noteholder and (ii) the day which
is seven days after the Fiscal Agent has notified the Noteholders that it has received all sums due
in respect of the Notes up to such seventh day (except to the extent that there is any subsequent
default in payment).

Fixed Coupon Amount: The amount of interest payable in respect of each Note for any Interest
Period shall be the relevant Fixed Coupon Amount and, if the Notes are in more than one
Specified Denomination, shall be the relevant Fixed Coupon Amount in respect of the relevant
Specified Denomination.

Calculation of interest amount: The amount of interest payable in respect of each Note for any
period for which a Fixed Coupon Amount is not specified shall be calculated by applying the
Rate of Interest to the Calculation Amount, multiplying the product by the relevant Day Count
Fraction and rounding the resulting figure to the nearest sub unit of the Specified Currency (half
a sub unit being rounded upwards) and multiplying such rounded figure by a fraction equal to the
Specified Denomination of such Note divided by the Calculation Amount. For this purpose, a
"sub unit" means, in the case of any currency other than euro, the lowest amount of such
currency that is available as legal tender in the country of such currency and, in the case of euro,
means one cent.

Floating Rate Note Provisions

Application: This Condition 7 is applicable to the Notes only if the Floating Rate Note Provisions
are specified in the relevant Final Terms as being applicable.

Accrual of interest: The Notes bear interest from the Interest Commencement Date at the Rate of
Interest payable in arrear on each Interest Payment Date, subject as provided in Condition 11
(Payments — Bearer Notes) or Condition 12 (Payments — Registered Notes) as applicable. Each
Note will cease to bear interest from the due date for final redemption unless, upon due
presentation, payment of the Redemption Amount is improperly withheld or refused, in which
case it will continue to bear interest in accordance with this Condition 7 (as well after as before
judgment) until whichever is the earlier of (i) the day on which all sums due in respect of such
Note up to that day are received by or on behalf of the relevant Noteholder and (ii) the day which
is seven days after the Fiscal Agent has notified the Noteholders that it has received all sums due
in respect of the Notes up to such seventh day (except to the extent that there is any subsequent
default in payment).

Screen Rate Determination: If Screen Rate Determination is specified in the relevant Final Terms
as the manner in which the Rate(s) of Interest iS/are to be determined, the Rate of Interest
applicable to the Notes for each Interest Period will be determined by the Calculation Agent on
the following basis:

@) if the Reference Rate is a composite quotation or customarily supplied by one entity, the
Calculation Agent will determine the Reference Rate which appears on the Relevant
Screen Page as of the Relevant Time on the relevant Interest Determination Date;

(i) if Linear Interpolation is specified as applicable in respect of an Interest Period in the
applicable Final Terms, the rate of Interest for such Interest Period shall be calculated by
the Calculation Agent by straight-line linear interpolation by reference to two rates
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which appear on the Relevant Screen Page as of the Relevant Time on the relevant
Interest Determination Date, where:

(A) one rate shall be determined as if the relevant Interest Period were the period of
time for which rates are available next shorter than the length of the relevant
Interest Period; and

(B) the other rate shall be determined as if the relevant Interest Period were the
period of time for which rates are available next longer than the length of the
relevant Interest Period; provided, however, that if no rate is available for a
period of time next shorter or, as the case may be, next longer than the length of
the relevant Interest Period, then the Calculation Agent shall determine such rate
at such time and by reference to such sources as the Issuer, in consultation with
an independent adviser appointed by the Issuer and acting in good faith and in a
commercially reasonable manner as an expert in its reasonable discretion,
determines appropriate. As used in this Condition 7(c)(ii)(B), "independent
adviser" means an independent financial institution of international repute or an
independent financial adviser with appropriate expertise appointed by the Issuer
at its own expense;

(iii) in any other case, the Calculation Agent will determine the arithmetic mean of the
Reference Rates which appear on the Relevant Screen Page as of the Relevant Time on
the relevant Interest Determination Date;

(iv) subject to Condition 7(m) (Benchmark Discontinuation), if, in the case of (i) above, such
rate does not appear on that page or, in the case of (ii) above, fewer than two such rates
appear on that page or if, in either case, the Relevant Screen Page is unavailable, the
Calculation Agent will:

(A) regquest the principal Relevant Financial Centre office of each of the Reference
Banks to provide a quotation of the Reference Rate at approximately the
Relevant Time on the Interest Determination Date to prime banks in the
Relevant Financial Centre interbank market in an amount that is representative
for asingle transaction in that market at that time; and

(B) determine the arithmetic mean of such quotations; and

(V) if fewer than two such quotations are provided as requested, the Calculation Agent will
determine the arithmetic mean of the rates (being the nearest to the Reference Rate, as
determined by the Calculation Agent) quoted by major banks in the Principal Financial
Centre of the Specified Currency, selected by the Calculation Agent, at approximately
11.00 am. (local time in the Principal Financial Centre of the Specified Currency) on the
first day of the relevant Interest Period for loans in the Specified Currency to leading
European banks for a period equal to the relevant Interest Period and in an amount that is
representative for a single transaction in that market at that time,

and the Rate of Interest for such Interest Period shall be the sum of the Margin and the rate or (as
the case may be) the arithmetic mean so determined; provided, however, that if the Calculation
Agent is unable to determine a rate or (as the case may be) an arithmetic mean in accordance
with the above provisions in relation to any Interest Period, the Rate of Interest applicable to the
Notes during such Interest Period will be the sum of the Margin and the rate or (as the case may
be) the arithmetic mean last determined in relation to the Notes in respect of a preceding Interest
Period.

ISDA Determination: If ISDA Determination is specified in the relevant Final Terms as the
manner in which the Rate(s) of Interest is/are to be determined, the Rate of Interest applicable to
the Notes for each Interest Period will be the sum of the Margin and the relevant ISDA Rate
where "ISDA Rate" in relation to any Interest Period means a rate equal to the Floating Rate (as
defined in the ISDA Definitions) that would be determined by the Calculation Agent under an
interest rate swap transaction if the Calculation Agent were acting as Calculation Agent for that
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interest rate swap transaction under the terms of an agreement incorporating the ISDA Definitions
and under which:

@) the Floating Rate Option (as defined in the ISDA Definitions) is as specified in the
relevant Final Terms;

(i) the Designated Maturity (as defined in the ISDA Definitions) is a period specified in the
relevant Final Terms; and

(iii) the relevant Reset Date (as defined in the ISDA Definitions) is either (A) if the relevant
Floating Rate Option is based on the London inter-bank offered rate (LIBOR) for a
currency, the first day of that Interest Period or (B) in any other case, as specified in the
relevant Final Terms.

Linear Interpolation: If Linear Interpolation is specified as applicable in respect of an Interest
Period in the applicable Final Terms, the Rate of Interest for such Interest Period shall be
calculated by the Calculation Agent by straight-line linear interpolation by reference to two rates
based on the relevant Floating Rate Option, where:

(@) one rate shall be determined as if the Designated Maturity were the period of time for
which rates are available next shorter than the length of the relevant Interest Periods; and

(i) the other rate shall be determined as if the Designated Maturity were the period of time
for which rates are available next longer than the length of the relevant Interest Period,

provided, however, that if there is no rate available for a period of time next shorter than the
length of the relevant Interest Period or, as the case may be, next longer than the length of the
relevant Interest Period, then the Calculation Agent shall determine such rate at such time and by
reference to such sources as it determines appropriate.

Maximum or Minimum Rate of Interest: If any Maximum Rate of Interest or Minimum Rate of
Interest is specified in the relevant Final Terms, then the Rate of Interest shall in no event be
greater than the maximum or be less than the minimum so specified. Unless otherwise stated in
the relevant Final Terms, the Minimum Rate of Interest shall be deemed to be zero.

Calculation of Interest Amount: The Calculation Agent will, as soon as practicable after the time
at which the Rate of Interest is to be determined in relation to each Interest Period, calculate the
Interest Amount payable in respect of each Note for such Interest Period. The Interest Amount
will be calculated by applying the Rate of Interest for such Interest Period to the Calculation
Amount and multiplying the product by the relevant Day Count Fraction, rounding the resulting
figure to the nearest sub-unit of the Specified Currency (half a sub-unit being rounded upwards)
and multiplying such rounded figure by a fraction equal to the Specified Denomination of the
relevant Note divided by the Calculation Amount. For this purpose, a "sub-unit" means, in the
case of any currency other than euro, the lowest amount of such currency that is available aslegal
tender in the country of such currency and, in the case of euro, means one cent.

Calculation of other amounts: If the relevant Final Terms specifies that any other amount isto be
calculated by the Calculation Agent, the Calculation Agent will, as soon as practicable after the
time or times at which any such amount is to be determined, calculate the relevant amount. The
relevant amount will be calculated by the Calculation Agent in the manner specified in the
relevant Final Terms.

Publication: The Calculation Agent will cause each Rate of Interest and Interest Amount
determined by it, together with the relevant Interest Payment Date, and any other amount(s)
required to be determined by it together with any relevant payment date(s) to be notified to the
Paying Agents, and each competent authority, stock exchange and/or quotation system (if any)
by which the Notes have then been admitted to listing, trading and/or quotation as soon as
practicable after such determination but (in the case of each Rate of Interest, Interest Amount and
Interest Payment Date) in any event not later than the first day of the relevant Interest Period.
Notice thereof shall also promptly be given to the Noteholders. The Calculation Agent will be
entitled to recalculate any Interest Amount (on the basis of the foregoing provisions) without
notice in the event of an extension or shortening of the relevant Interest Period. If the Calculation
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Amount is less than the minimum Specified Denomination the Calculation Agent shall not be
obliged to publish each Interest Amount but instead may publish only the Calculation Amount
and the Interest Amount in respect of a Note having the minimum Specified Denomination.

Notifications etc.: All notifications, opinions, determinations, certificates, calculations, quotations
and decisions given, expressed, made or obtained for the purposes of this Condition 7 by the
Calculation Agent will (in the absence of wilful default, bad faith or manifest error) be binding
on the Issuer, the Paying Agents and the Noteholders and (subject as aforesaid) no liability to any
such Person will attach to the Calculation Agent in connection with the exercise or non-exercise
by it of its powers and duties for such purposes.

Receipt by Calculation Agent of Information: If the Calculation Agent at any time has not been
provided with the requisite information to make any determination or calculation or take any
action that it is required to pursuant to this Condition 7, it shall be released from its obligations to
make such calculation. The Calculation Agent shall notify the Issuer as soon as practicable on
any Interest Determination Date if it lacks sufficient information to make a calculation. The
Calculation Agent shall be obliged only to perform the duties expressed to be performed by it
hereunder. If the Calculation Agent at any material time does not or is unable to make any
determination or calculation or take any action that it is required to do pursuant to this Condition
7, it shall forthwith notify the Issuer and the Issuer shall appoint a replacement Calculation Agent
for the purposes of providing such determination and calculation.

Liability of Calculation Agent: For the avoidance of doubt, the Calculation Agent shall not be
responsible to the Issuer, the Noteholders or to any third-party as a result of the Calculation
Agent having relied on any quotation, ratio or other information provided to it by any person for
the purposes of providing any determination or calculation hereunder, which subsequently may
be found to be incorrect of inaccurate in any way.

Benchmark Discontinuation
0] Independent Adviser

If a Benchmark Event occursin relation to an Original Reference Rate when any Rate of
Interest (or any component part thereof) remains to be determined by reference to such
Origina Reference Rate, then the Issuer shall use its reasonable endeavours to appoint
and consult with an Independent Adviser, as soon as reasonably practicable, with aview
to the Issuer determining a Successor Rate, failling which an Alternative Rate (in
accordance with Condition 7(m)(ii)) and, in either case, an Adjustment Spread if any (in
accordance with Condition 7(m)(iii)) and any Benchmark Amendments (in accordance
with Condition 7(m)(iv)).

An Independent Adviser appointed pursuant to this Condition 7(m) shall act in good
faith as an expert and (in the absence of bad faith or fraud) shall have no liability
whatsoever to the Issuer, the Paying Agents, the Noteholders or the Couponholders for
any determination made by it or for any advice given to the Issuer in connection with
any determination made by the Issuer, pursuant to this Condition 7(m).

If (i) the Issuer is unable to appoint an Independent Adviser; or (ii) the Independent
Adviser appointed by it fails to determine a Successor Rate or, failing which, an
Alternative Rate in accordance with this Condition 7(m) prior to the relevant Interest
Determination Date, the Rate of Interest applicable to the next succeeding Interest Period
shall be equal to the Rate of Interest last determined in relation to the Notes in respect of
the immediately preceding Interest Period. If there has not been a first Interest Payment
Date, the Rate of Interest shall betheinitial Rate of Interest. Where a different Margin or
Maximum or Minimum Rate of Interest is to be applied to the relevant Interest Period
from that which applied to the last preceding Interest Period, the Margin or Maximum or
Minimum Rate of Interest relating to the relevant Interest Period shall be substituted in
place of the Margin or Maximum or Minimum Rate of Interest relating to that last
preceding Interest Period. For the avoidance of doubt, this Condition 7(m) shall apply to
the relevant next succeeding Interest Period only and any subsequent Interest Periods are
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subject to the subsequent operation of, and to adjustment as provided in, this Condition
7(m).

Successor Rate or Alternative Rate

If the Issuer, following consultation with the Independent Adviser and acting in good
faith and in a commercially reasonable manner, determines that:

(A) there is a Successor Rate, then such Successor Rate shall (subject to adjustment
as provided in Condition 7(m)(iii)) subsequently be used in place of the Original
Reference Rate to determine the Rate of Interest (or the relevant component part
thereof) for all future payments of interest on the Notes (subject to the operation
of this Condition 7(m)); or

(B) there is no Successor Rate but that there is an Alternative Rate, then such
Alternative Rate shall (subject to adjustment as provided in Condition 7(m)(iii))
subsequently be used in place of the Original Reference Rate to determine the
Rate of Interest (or the relevant component part thereof) for all future payments
of interest on the Notes (subject to the operation of this Condition 7(m)).

Adjustment Spread

If the Issuer, following consultation with the Independent Adviser and acting in good
faith and in a commercially reasonable manner, determines (i) that an Adjustment
Spread is required to be applied to the Successor Rate or the Alternative Rate (as the
case may be) and (ii) the quantum of, or a formula or methodology for determining, such
Adjustment Spread, then such Adjustment Spread shall be applied to the Successor Rate
or the Alternative Rate (as the case may be).

Benchmark Amendments

If any Successor Rate, Alternative Rate or Adjustment Spread is determined in
accordance with this Condition 7(m) and the Issuer, following consultation with the
Independent Adviser and acting in good faith and in a commercially reasonable manner,
determines (i) that amendments to these Conditions and/or the Agency Agreement are
necessary to ensure the proper operation of such Successor Rate, Alternative Rate and/or
Adjustment Spread (such amendments, the "Benchmark Amendments') and (ii) the
terms of the Benchmark Amendments, then the Issuer shall, subject to giving notice
thereof in accordance with Condition 7(m)(v), without any requirement for the consent
or approval of Noteholders, vary these Conditions and/or the Agency Agreement to give
effect to such Benchmark Amendments with effect from the date specified in such notice.

In connection with any such variation in accordance with this Condition 7(m)(iv), the
Issuer shall comply with the rules of any stock exchange on which the Notes are for the
time being listed or admitted to trading.

Notices, €etc.

Any Successor Rate, Alternative Rate, Adjustment Spread and the specific terms of any
Benchmark Amendments, determined under this Condition 7(m) will be notified
promptly by the Issuer to the Calculation Agent, the Paying Agents and, in accordance
with Condition 20, the Noteholders. Such notice shall be irrevocable and shall specify
the effective date of the Benchmark Amendments, if any.

No later than notifying the Fiscal Agent of the same, the Issuer shall deliver to the Fiscal
Agent a certificate signed by two Authorised Signatories of the Issuer:

(A) confirming (a) that a Benchmark Event has occurred, (b) the Successor Rate or,
as the case may be, the Alternative Rate and, (b) where applicable, any
Adjustment Spread and/or the specific terms of any Benchmark Amendments, in
each case as determined in accordance with the provisions of this Condition
7(m); and
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(B) certifying that the Benchmark Amendments are necessary to ensure the proper
operation of such Successor Rate, Alternative Rate and/or Adjustment Spread.

The Fiscal Agent shall display such certificate at its offices, for inspection by the Noteholders at
all reasonable times during normal business hours.

The Successor Rate or Alternative Rate and the Adjustment Spread (if any) and the Benchmark
Amendments (if any) specified in such certificate will (in the absence of manifest error or bad
faith in the determination of the Successor Rate or Alternative Rate and the Adjustment Spread
(if any) and the Benchmark Amendments (if any) and without prejudice to the Calculation
Agent's or the Paying Agent's ability to rely on such certificate) be binding on the Issuer, the
Calculation Agent, the Paying Agents and the Notehol ders.

(vi)

(vii)

Survival of Original Reference Rate

Without prejudice to the obligations of the Issuer under Conditions 7(m)(i), (ii), (iii) and
(iv), the Original Reference Rate and the fallback provisions provided for in Conditions
7(c) and 9(c) will continue to apply unless and until the Calculation Agent has been
notified of the Successor Rate or the Alternative Rate (as the case may be), and any
Adjustment Spread (if applicable) and Benchmark Amendments, in accordance with
Condition 7(m)(v). Notwithstanding any other provision of this Condition 7, no
Successor Rate, Alternative Rate or Adjustment Spread will be adopted, nor will any
other amendment to the terms and conditions of any Series of Notes be made to effect
the Benchmark Amendments, if and to the extent that, in the determination of the I ssuer,
the same could reasonably be expected to prejudice the qualification of the relevant
Series of Subordinated Notes as Tier 2 Capital.

Definitions:
Asused in this Condition 7(m):

"Adjustment Spread" means either a spread (which may be positive or negative), or the
formula or methodology for calculating a spread, in either case, which the Issuer,
following consultation with the Independent Adviser and acting in good faith and in a
commercially reasonable manner, determines is required to be applied to the Successor
Rate or the Alternative Rate (as the case may be) to reduce or eiminate, to the extent
reasonably practicable in the circumstances, any economic pregjudice or benefit (as the
case may be) to Noteholders and Couponholders as a result of the replacement of the
Original Reference Rate with the Successor Rate or the Alternative Rate (as the case
may be) and is the spread, formula or methodology which:

(A) in the case of a Successor Rate, is formally recommended in relation to the
replacement of the Origina Reference Rate with the Successor Rate by any
Relevant Nominating Body; or (if no such recommendation has been made, or
in the case of an Alternative Rate);

(B) the Issuer determines, following consultation with the Independent Adviser and
acting in good faith and in a commercially reasonable manner, is recognised or
acknowledged as being the industry standard for over-the-counter derivative
transactions which reference the Original Reference Rate, where such rate has
been replaced by the Successor Rate or the Alternative Rate (as the case may be);
(or if the Issuer determines that no such industry standard is recognised or
acknowledged;

(© the Issuer, in its discretion, following consultation with the Independent Adviser
and acting in good faith and in a commercially reasonable manner, determines
to be appropriate.

"Alternative Rate' means an aternative to the Reference Rate which the Issuer
determines in accordance with Condition 7(m)(ii) has replaced the Original Reference
Rate in customary market usage in the international debt capital markets for the purposes
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of determining rates of interest (or the relevant component part thereof) for the same
interest period and in the same Specified Currency as the Notes.

"Benchmark Amendments" has the meaning given to it in Condition 7(m)(iv).
"Benchmark Event" means:

(@) the Original Reference Rate ceasing be published for a period of at least five
business days or ceasing to exist; or

(i) a public statement by the administrator of the Original Reference Rate that it
will, by a specified date within the following six months, cease publishing the
Original Reference Rate permanently or indefinitely (in circumstances where no
successor administrator has been appointed that will continue publication of the
Original Reference Rate); or

(iii) a public statement by the supervisor of the administrator of the Original
Reference Rate that the Original Reference Rate has been or will, by a specified
date within the following six months, be permanently or indefinitely
discontinued; or

(iv) a public statement by the supervisor of the administrator of the Original
Reference Rate that means the Original Reference Rate will be prohibited from
being used or that its use will be subject to restrictions or adverse consequences,
in each case within the following six months; or

(V) it has become unlawful for any Paying Agent, the Calculation Agent or the
Issuer to calculate any payments due to be made to any Noteholder using the
Original Reference Rate.

"Independent Adviser" means an independent financial institution of international
repute or an independent financial adviser with appropriate expertise appointed by the
Issuer at its own expense under Condition 7(m)(i).

"Original Reference Rate' means the originally-specified Reference Rate used to
determine the Rate of Interest (or any component part thereof) on the Notes, or any
Alternative Rate or Successor Rate currently being used.

"Relevant Nominating Body" means, in respect of a Reference Rate:

() the central bank for the currency to which the Reference Rate relates, or any
central bank or other supervisory authority which is responsible for supervising
the administrator of the Reference Rate; or

(i) any working group or committee sponsored by, chaired or co-chaired by or
congtituted at the request of (A) the central bank for the currency to which the
Reference Rate relates, (B) any central bank or other supervisory authority
which is responsible for supervising the administrator of the Reference Rate, (C)
a group of the aforementioned central banks or other supervisory authorities or
(D) the Financial Stability Board or any part thereof.

"Successor Rate" means a successor to or replacement of the Original Reference Rate
which isformally recommended by any Relevant Nominating Body.

Zero Coupon Note Provisions

Application: This Condition 8 is applicable to the Notes only if the Zero Coupon Note Provisions
are specified in the relevant Final Terms as being applicable.

Late payment on Zero Coupon Notes: If the Redemption Amount payable in respect of any Zero
Coupon Note is improperly withheld or refused, the Redemption Amount shall thereafter be an
amount equal to the sum of:
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0] the Reference Price; and

(i) the product of the Accrual Yield (compounded annually) being applied to the Reference
Price on the basis of the relevant Day Count Fraction from (and including) the Issue
Date to (but excluding) whichever is the earlier of (i) the day on which all sums due in
respect of such Note up to that day are received by or on behalf of the relevant
Noteholder and (ii) the day which is seven days after the Fiscal Agent has notified the
Noteholders that it has received all sums due in respect of the Notes up to such seventh
day (except to the extent that there is any subsequent default in payment).

Reset Note Provisions

Application: This Condition 9 is applicable to the Notes only if the Reset Note Provisions are
specified in the relevant Final Terms as being applicable. For the avoidance of doubt, Condition
7(m) (Benchmark Discontinuation) will apply to Notes where the Reset Note Provisions are
specified in the relevant Final Terms as being applicable.

Rates of Interest and Interest Payment Dates. Each Reset Note bears interest:

@) from (and including) the Interest Commencement Date specified in the applicable Final
Terms to (but excluding) the First Reset Date at the rate per annum equal to the Initial
Rate of Interest;

(i) from (and including) the First Reset Date to (but excluding) the Second Reset Date or, if
no such Second Reset Date is specified in the applicable Final Terms, the Maturity Date
at the rate per annum equal to the First Reset Rate of Interest; and

(iii) if applicable, from (and including) the Second Reset Date to (but excluding) the first
Subsequent Reset Date (if any), and each successive period from (and including) any
Subsequent Reset Date to (but excluding) the next succeeding Subsequent Reset Date (if
any) (each a "Subsequent Reset Period") at the rate per annum equal to the relevant
Subsequent Reset Rate of Interest,

payable, in each case, in arrear on each Interest Payment Date, subject as provided in Condition
11 (Payments — Bearer Notes) or Condition 12 (Payments — Registered Notes), as applicable. If
specified in the Fina Terms, Floating Rate Reset Provisions shall be applicable from (and
including) the Reset Date specified in such Final Terms.

The Rate of Interest and Interest Amount payable shall be determined by the Calculation Agent,
(A) in the case of the Rate of Interest, at or as soon as practicable after each time at which the
Rate of Interest is to be determined, and (B) in the case of the Interest Amount in accordance
with the provisions for calculating amounts of interest in Condition 6 (Fixed Rate Note
Provisions) and, in respect of any period for which Floating Rate Reset Provisions are applicable,
Condition 7 (Floating Rate Note Provisions).

Each Note will cease to bear interest from the due date for final redemption unless, upon due
presentation, payment of the Redemption Amount is improperly withheld or refused, in which
case it will continue to bear interest in accordance with this Condition 9 (as well after as before
judgment) until whichever is the earlier of (i) the day on which all sums due in respect of such
Note up to that day are received by or on behalf of the relevant Noteholder and (ii) the day which
is seven days after the Fiscal Agent has notified the Noteholders that it has received all sums due
in respect of the Notes up to such seventh day (except to the extent that there is any subsequent
default in payment).

Fallbacks

Subject to Condition 7(m) (Benchmark Discontinuation), this Condition 9(c) appliesin respect of
each Interest Period other than any Interest Period in respect of which Floating Rate Reset
Provisions are applicable.

If on any Reset Determination Date the Relevant Screen Page is not available or the Mid-Swap
Rate does not appear on the Relevant Screen Page, the Issuer shall request each of the Reference
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Banks (as defined below) to provide the Calculation Agent with its Mid-Market Swap Rate
Quotation as at approximately 11.00 am. in the principa financial centre of the Specified
Currency on the Reset Determination Date in question.

If two or more of the Reference Banks provide the Calculation Agent with Mid-Market Swap
Rate Quotations, the First Reset Rate of Interest or the Subsequent Reset Rate of Interest (as
applicable) for the relevant Reset Period shall be the sum (converted as set out in the definition of
such term above) of the arithmetic mean (rounded, if necessary, to the nearest 0.001 per cent.
(0.0005 per cent. being rounded upwards)) of the relevant Mid-Market Swap Rate Quotations
and the First Margin or Subsequent Margin (as applicable), al as determined by the Calculation
Agent.

If on any Reset Determination Date only one of the Reference Banks provides the Calculation
Agent with a Mid-Market Swap Rate Quotation as provided in the foregoing provisions of this
paragraph, the First Reset Rate of Interest or the Subsequent Reset Rate of Interest (as applicable)
shall be the sum (converted as set out in the definition of such term above) of (rounded, if
necessary, to the nearest 0.001 per cent. (0.0005 per cent. being rounded upwards)) of the
relevant Mid-Market Swap Rate Quotation and the First Margin or Subsequent Margin (as
applicable), al as determined by the Calculation Agent.

If on any Reset Determination Date none of the Reference Banks provides the Calculation Agent
with a Mid-Market Swap Rate Quotation as provided in the foregoing provisions of this
paragraph, the First Reset Rate of Interest or the Subsequent Reset Rate of Interest (as applicable)
for the relevant Reset Period shall be the same as the rate used in the prior Reset period.

The Calculation Agent shall not be responsible to the I ssuer, the Noteholders or to any third-party
as a result of the Calculation Agent having relied on any quotation, ratio or other information
provided to it by any person, which subsequently may be found to be incorrect or inaccurate in
any way.

Notification of First Reset Rate of Interest, Subsequent Reset Rate of Interest and Interest
Amount

The Calculation Agent will cause the First Reset Rate of Interest, any Subsequent Reset Rate of
Interest and, in respect of a Reset Period, the Interest Amount payable on each Interest Payment
Date falling in such Reset Period to be notified, inter alios, to the Issuer, the Fiscal Agent and, on
behalf of the Issuer, to any stock exchange on which the relevant Reset Notes are for the time
being listed and notice thereof to be published, at the expense of the Issuer (if applicable), in
accordance with Condition 20 (Notices) as soon as possible after their determination but in no
event later than the fourth London Business Day thereafter.

Each Interest Amount and Interest Payment Date so notified may subsequently be amended (or
appropriate aternative arrangements made by way of adjustment). Any such amendment will be
promptly notified to each stock exchange on which the relevant Reset Notes are for the time
being listed and to the Noteholders in accordance with Condition 20 (Notices). For the purposes
of this paragraph, the expression “London Business Day” means a day (other than a Saturday or a
Sunday) on which banks and foreign exchange markets are open for businessin London.

Receipt by Calculation Agent of Information

If the Calculation Agent at any time has not been provided with the requisite information to make
any determination or calculation or take any action that it is required to pursuant to this Condition
9, it shall be released from its obligations to make such calculation. The Calculation Agent shall
notify the Issuer as soon as practicable on any Reset Determination Date if it lacks sufficient
information to make a calculation. The Calculation Agent shall be obliged only to perform the
duties expressed to be performed by it hereunder. If the Calculation Agent at any material time
does not or is unable to make any determination or calculation or take any action that it is
required to do pursuant to this Condition 9, it shall forthwith notify the Issuer and the I ssuer shall
appoint a replacement Calculation Agent for the purposes of providing such determination and
calculation.
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Certificates to be final

All certificates, communications, opinions, determinations, calculations, quotations and decisions
given, expressed, made or obtained for the purposes of the provisions of this Condition 9(e) shall
(in the absence of wilful default or manifest error) be binding on the Issuer, the Fiscal Agent, the
Calculation Agent, the other Paying Agents and all Noteholders and Couponholders and (in the
absence as aforesaid) no liability to the Issuer, the Noteholders or the Couponholders shall attach
to the Fiscal Agent or the Calculation Agent (if applicable) in connection with the exercise or
non-exercise by it of its powers and duties pursuant to such provisions.

In this Condition 9 (Reset Note Provisions):

"Fixed Leg Swap Duration" means the period specified in the applicable Final Terms;
"First Margin" means the margin specified as such in the applicable Final Terms;
"First Reset Dat€" means the date specified in the applicable Final Terms;

"First Reset Period" means the period from (and including) the First Reset Date until (but
excluding) the Second Reset Date or, if no such Second Reset Date is specified in the applicable
Final Terms, the Maturity Date;

"First Reset Rate of Interest" means, in respect of the First Reset Period, the rate of interest
determined by the Calculation Agent on the relevant Reset Determination Date on the following
basis:

@) if Mid-Swap Rate is specified in the Final Terms, as the sum, converted from a basis
equivalent to the Fixed Leg Swap Duration specified in the applicable Final Termsto a
basis equivalent to the frequency with which scheduled interest payments are payable on
the Notes during the relevant Reset Period (such calculation to be determined by the
Issuer in conjunction with a leading financial institution selected by it), of (A) the
relevant Mid-Swap Rate and (B) the First Margin; or

(i) if Floating Rate Reset Note Provisions is specified in the Final Terms, as the sum of (A)
the Reset Note Floating Rate and (B) the First Margin;

"Reset Note Floating Rate' means the Rate of Interest determined in accordance with the
provisions for determining rates of interest in Condition 7 (Floating Rate Note Provisions)
provided that references to:

(iii) Margin shall be deemed to be the First Margin or the Subsequent Margin, as applicable;
(iv) Interest Commencement Date shall be deemed to be the First Reset Date;
"Initial Rate of Interest" has the meaning specified in the applicable Final Terms;

"Mid-Market Swap Rate" means for any Reset Period the mean of the bid and offered rates for
the fixed leg payable with a frequency equivalent to the Fixed Leg Swap Duration specified in
the applicable Final Terms (calculated on the day count basis customary for fixed rate payments
in the Specified Currency as determined by the Calculation Agent) of a fixed-for-floating interest
rate swap transaction in the Specified Currency which transaction (i) has a term equal to the
relevant Reset Period and commencing on the relevant Reset Date, (ii) is in an amount that is
representative for a single transaction in the relevant market at the relevant time with an
acknowledged dealer of good credit in the swap market and (iii) has a floating leg based on the
Mid-Swap Floating Leg Benchmark Rate for the Mid-Swap Maturity (as specified in the
applicable Final Terms) (calculated on the day count basis customary for floating rate payments
in the Specified Currency as determined by the Calculation Agent);

"Mid-Market Swap Rate Quotation" means a quotation (expressed as a percentage rate per
annum) for the relevant Mid-Market Swap Rate;
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"Mid-Swap Floating Leg Benchmark Rate" means EURIBOR if the Specified Currency is
euro or LIBOR for the Specified Currency if the Specified Currency is not euro;

"Mid-Swap Rate" means, in relation to a Reset Determination Date and subject to Condition 9(c)
(Fallbacks), either:

@) if Single Mid-Swap Rate is specified in the applicable Final Terms, the rate for swapsin
the Specified Currency:

(A) with aterm equal to the relevant Reset Period; and
(B) commencing on the relevant Reset Date,

which appears on the Relevant Screen Page or such replacement page on that service
which displays the information; or

(i) if Mean Mid-Swap Rate is specified in the applicable Final Terms, the arithmetic mean
(expressed as a percentage rate per annum and rounded, if necessary, to the nearest 0.001
per cent. (0.0005 per cent. being rounded upwards)) of the bid and offered swap rate
quotations for swaps in the Specified Currency:

(A) with aterm equal to the relevant Reset Period; and
(B) commencing on the relevant Reset Date,

which appear on the Relevant Screen Page or such replacement page on that service which
displays the information, in either case, as at approximately 11.00 am. in the principal financial
centre of the Specified Currency on such Reset Determination Date, all as determined by the
Calculation Agent.

"Reference Banks' means the principa office in the principal financial centre of the Specified
Currency of four major banks in the swap, money, securities or other market most closely
connected with the relevant Mid-Swap Rate as selected by the Issuer on the advice of an
investment bank of international repute.

"Reset Business Day" means a day on which commercial banks and foreign exchange markets
settle payments and are open for genera business (including dealing in foreign exchange and
foreign currency deposits) in any Business Centre specified in the applicable Final Terms;

"Reset Date" means the First Reset Date, the Second Reset Date and each Subsequent Reset
Date (as applicable);

"Reset Determination Date" means, in respect of the First Reset Period, the second Reset
Business Day prior to the First Reset Date, in respect of the first Subsequent Reset Period, the
second Reset Business Day prior to the Second Reset Date and, in respect of each Subsequent
Reset Period thereafter, the second Business Day prior to the first day of each such Subsequent
Reset Period;

"Reset Period" means the First Reset Period or a Subsequent Reset Period, as the case may be;
"Second Reset Date" means the date specified in the applicable Final Terms;

"Subsequent Margin" means the margin specified as such in the applicable Final Terms;
"Subsequent Reset Date" means the date or dates specified in the applicable Final Terms; and

"Subsequent Reset Rate of Interest” means, in respect of any Subsequent Reset Period and
subject to Condition 9(b) (Rates of Interest and Interest Payment Dates), the rate of interest
determined by the Calculation Agent on the relevant Reset Determination Date on the following
basis:

() if Mid-Rate Swap Rate is specified in the Final Terms as the sum, converted from a basis
equivalent to the Fixed Leg Swap Duration specified in the applicable Final Termsto a
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basis equivalent to the frequency with which scheduled interest payments are payable on
the Notes during the relevant Reset Period (such calculation to be determined by the
Issuer in conjunction with a leading financial institution selected by it), of (A) the
relevant Mid-Swap Rate and (B) the relevant Subsequent Margin; or

(i) if Floating Rate Reset Note Provisions is specified in the Final Terms, as the sum of (A)
the Reset Note Floating Rate and (B) the Subsequent Margin.

Redemption, Purchase, Substitution and Variation

Scheduled redemption: Unless previously redeemed, or purchased and cancelled, the Notes will
be redeemed at their Fina Redemption Amount on the Maturity Date (if any), subject as
provided in Condition 12 (Payments — Registered Notes).

Redemption for tax reasons or Change in Law: Unsubordinated Notes may be redeemed at the
option of the Issuer in whole, but not in part, if a Tax Event (Gross up) occurs and Subordinated
Notes may be redeemed (subject to Condition 10(1) (Conditions to Redemption, Purchase,
Modification, Substitution or Variation of Tier 2 Notes) in respect of Tier 2 Notes only) at the
option of the Issuer in whole, but not in part, if a Tax Event (Gross up) or a Tax Event
(Deductibility) occurs and, if specified in the Final Terms, upon the occurrence of a Change in
Law:

@) at any time (if the Floating Rate Note Provisions are not specified in the relevant Final
Terms as being applicable); or

(i) on any Interest Payment Date (if the Floating Rate Note Provisions are specified in the
relevant Final Terms as being applicable),

on giving not less than 30 nor more than 60 days' notice to the Noteholders (which
notice shall be irrevocable), at their Early Redemption Amount, together with interest
accrued (if any) to the date fixed for redemption, provided, however, that no such
notice of redemption shall be given earlier than:

D where the Notes may be redeemed at any time, 90 days prior to the
earliest date on which the Issuer would be obliged to pay such
additional amounts if a payment in respect of the Notes were then due
or would be entitled (as such entitlement is materially reduced) to claim
adeduction in respect of computing its taxation liabilities; or

()] where the Notes may be redeemed only on an Interest Payment Date, 60
days prior to the Interest Payment Date occurring immediately before
the earliest date on which the Issuer would be obliged to pay such
additional amounts if a payment in respect of the Notes were then due
or would not be entitled (or such entitlement is materialy reduced) to
clam a deduction in respect of computing its taxation liabilities, as
applicable.

Prior to the publication of any notice of redemption pursuant to this paragraph, the I ssuer
shall deliver to the Fiscal Agent (A) a certificate signed by two authorised officers of the
Issuer stating that the Issuer is entitled to effect such redemption and setting forth a
statement of facts showing that the conditions precedent to the right of the Issuer so to
redeem have occurred and (B) an opinion of independent legal advisers of recognised
standing to the effect that a Tax Event (Gross up), Tax Event (Deductibility), or if
applicable, a Change in Law has occurred. Upon the expiry of any such notice as is
referred to in this Condition 10(b), the Issuer shall be bound to redeem the Notes in
accordance with this Condition 10(b).

Redemption at the option of the Issuer: If the Call Option is specified in the relevant Final Terms
as being applicable, the Notes may be redeemed (subject to Condition 10(I) (Conditions to
Redemption, Purchase, Modification, Substitution or Variation of Tier 2 Notes) in respect of Tier
2 Notes only) at the option of the Issuer in whole or, if so specified in the relevant Final Terms,
in part on any Optional Redemption Date (Call) at the relevant Optional Redemption Amount
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(Cadll) upon the Issuer's giving not less than 30 nor more than 60 days' notice to the Noteholders
(which notice shall be irrevocable and shall oblige the Issuer to redeem the Notes or, as the case
may be, the Notes specified in such notice on the relevant Optional Redemption Date (Call) at
the Optional Redemption Amount (Call) plus accrued interest (if any) to such date). In respect of
Tier 2 Notes, no Optional Redemption Date (Call) shall fall earlier than the date being 5 (five)
yearsand 1 (one) day after the Issue Date.

Partial redemption: If the Notes are to be redeemed in part only on any date in accordance with
Condition 10(c) (Redemption at the option of the Issuer), in the case of Bearer Notes, the Notes
to be redeemed shall be selected by the drawing of lots in such place as the Fisca Agent
approves and in such manner as the Fiscal Agent considers appropriate, subject to compliance
with applicable law, the rules of each competent authority, stock exchange and/or quotation
system (if any) by which the Notes have then been admitted to listing, trading and/or quotation
and the notice to Noteholders referred to in Condition 10(c) (Redemption at the option of the
Issuer) shall specify the serial numbers of the Notes so to be redeemed, and, in the case of
Registered Notes, each Note shall be redeemed in part in the proportion which the aggregate
principal amount of the outstanding Notes to be redeemed on the relevant Optional Redemption
Date (Call) bears to the aggregate principal amount of outstanding Notes on such date. If any
Maximum Redemption Amount or Minimum Redemption Amount is specified in the relevant
Final Terms, then the Optional Redemption Amount (Call) shall in no event be greater than the
maximum or be less than the minimum so specified.

Redemption at the option of Noteholders: This Condition 10(e) applies only to Unsubordinated
Notes. If the Put Option is specified in the relevant Final Terms as being applicable, the Issuer
shall, at the option of the Holder of any Note redeem such Note on the Optional Redemption
Date (Put) specified in the relevant Put Option Notice at the relevant Optional Redemption
Amount (Put) together with interest (if any) accrued to such date. In order to exercise the option
contained in this Condition 10(€), the Holder of a Note must, not less than 30 nor more than 60
days before the relevant Optional Redemption Date (Put), deposit with any Paying Agent such
Note together with al unmatured Coupons relating thereto and a duly completed Put Option
Notice in the form obtainable from any Paying Agent. The Paying Agent with which a Noteis so
deposited shall deliver a duly completed Put Option Receipt to the depositing Noteholder. No
Note, once deposited with a duly completed Put Option Notice in accordance with this Condition
11(e), may be withdrawn; provided, however, that if, prior to the relevant Optional Redemption
Date (Put), any such Note becomes immediately due and payable or, upon due presentation of
any such Note on the relevant Optiona Redemption Date (Put), payment of the redemption
moneys is improperly withheld or refused, the relevant Paying Agent shall mail notification
thereof to the depositing Noteholder at such address as may have been given by such Noteholder
in the relevant Put Option Notice and shall hold such Note at its Specified Office for collection
by the depositing Noteholder against surrender of the relevant Put Option Receipt. For so long as
any outstanding Note is held by a Paying Agent in accordance with this Condition 10(g), the
depositor of such Note and not such Paying Agent shall be deemed to be the Holder of such Note
for al purposes.

Early Redemption following the occurrence of a Capital Disqualification Event: This Condition
10(f) (Early Redemption following the occurrence of a Capital Disqualification Event) applies
only to Tier 2 Notes.

The Issuer may redeem any Tranche of Tier 2 Notesin whole, but not in part:

@ at any time (if the Floating Rate Note provisions are not specified in the relevant Final
Terms as being applicable or, if they are, such provisions are not applicable at the time
of redemption); or

(b) on any Interest Payment Date (if the Floating Rate Note are specified in the relevant
Final Terms as being applicable and are applicable at the time of redemption),

on giving not less than 30 (thirty) nor more than 60 (sixty) days' notice to the Noteholders (which
notice shall be irrevocable, at their Early Redemption Amount together with interest (if any)
accrued to such date, following the occurrence of a Capital Disqualification Event.
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Prior to the publication of any notice of redemption pursuant to this paragraph, the Issuer shall
deliver to the Fiscal Agent (A) a certificate signed by two authorised officers of the | ssuer stating
that the Issuer is entitled to effect such redemption and setting forth a statement of facts showing
that the conditions precedent to the right of the I ssuer so to redeem have occurred and (B) unless
the Relevant Regulator has confirmed to the Issuer that a Capital Disqualification Event applies
to the relevant Notes, an opinion of independent legal advisers of recognised standing to the
effect that a Capital Disqualification Event applies. Upon the expiry of any such notice as is
referred to in this Condition 10(f) (Early Redemption following the occurrence of a Capital
Disqualification Event), the Issuer shall be bound to redeem the Notes in accordance with this
Condition 10(f) (Early Redemption following the occurrence of a Capital Disgualification Event).

No other redemption: The Issuer shall not be entitled to redeem the Notes otherwise than as
provided in paragraphs (a) to (f) above.

Early redemption of Zero Coupon Notes: Unless otherwise specified in the relevant Final Terms,
the Redemption Amount payable on redemption of a Zero Coupon Note at any time before the
Maturity Date shall be an amount equal to the sum of:

0] the Reference Price; and

(i) the product of the Accrual Yield (compounded annually) being applied to the Reference
Price from (and including) the Issue Date to (but excluding) the date fixed for
redemption or (as the case may be) the date upon which the Note becomes due and

payable.

Where such calculation is to be made for a period which is not a whole number of years, the
calculation in respect of the period of less than afull year shall be made on the basis of such Day
Count Fraction as may be specified in the Final Terms for the purposes of this Condition 10(g) or,
if none is so specified, a Day Count Fraction of 30E/360.

Purchase: Subject, in the case of Tier 2 Notes, to Condition 10(l) (Conditions to Redemption,
Purchase, Modification, Substitution or Variation of Tier 2 Notes), the Issuer or any of its
Subsidiaries may at any time purchase Notes in the open market or otherwise and at any price,
provided that all unmatured Coupons are purchased therewith.

Cancellation: All Notes so redeemed or purchased by the Issuer or any of its Subsidiaries and
any unmatured Coupons attached to or surrendered with them may, at its option, be cancelled and
may, if cancelled, not be reissued or resold.

Substitution or Variation: Where Substitution or Variation is specified in the Final Terms in
respect of Tier 2 Notes as being applicable, and a Tax Event (Gross up), Tax Event (Deductibility)
or a Capital Disgualification Event and, if specified in the Final Terms, a Change in Law has
occurred and is continuing, then the Issuer may, subject to Condition 10(I) (Conditions to
Redemption, Purchase, Modification, Substitution or Variation of Tier 2 Notes) and/or as
directed or approved by the Relevant Regulator and having given not less than 30 nor more than
60 days' notice to the Holders in accordance with Condition 20 (Notices), the Fiscal Agent and
the Registrar (which notice shall be irrevocable) but without any requirement for the consent or
approva of the Holders, at any time (whether before or following the First Reset Date) either
substitute all (but not some only) of the Notes for, or vary the terms of the Notes so that they
remain or, as appropriate, become, Qualifying Tier 2 Securities. Upon the expiry of such notice,
the Issuer shall either vary the terms of or substitute the Notes in accordance with this Condition
10(k) (Substitution or Variation), as the case may be.

Conditions to Redemption, Purchase, Modification, Substitution or Variation of Tier 2 Notes:

(@) Notwithstanding the foregoing provisions of this Condition or Condition 18 (Meetings of
Noteholders, Modification) and subject to sub-paragraph (ii) below, for so long as the
applicable Capital Rules so require, Tier 2 Notes may be redeemed, purchased (in whole
or in part), modified, substituted or varied prior to the Maturity Date, only at the option
of the Issuer, and only if:
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(A) the Issuer has notified the Relevant Regulator of, and the Relevant Regulator
has consented in writing to, such redemption, purchase, modification,
substitution or variation (as applicable), subject to such conditions (if any) asthe
Relevant Regulator may deem appropriate (in any case, only if and to the extent
such a notification or consent is required by the Capital Rules (including any
prescribed notice periods with which the Issuer may need to comply, if any, in
such Capital Rules));

(B) the redemption, purchase, modification, substitution or variation of the Tier 2
Notesis not prohibited by the Capital Rules; and

©) prior to the publication of any notice of redemption, substitution or variation or
redemption pursuant to this Condition 10 (Redemption, Purchase, Substitution
and Variation), the Issuer shall deliver to the Fiscal Agent a certificate signed
by two authorised officers stating that the relevant requirement or circumstance
giving rise to the right to redeem, substitute or, as appropriate, vary is satisfied
and, in the case of a substitution or variation, that the relevant Qualifying Tier 2
Securities have terms not materially less favourable to an investor than the terms
of the Notes and will as from the date of such substitution or variation otherwise
comply with the requirements of the definition thereof in Condition 2
(Interpretation).

(i) This Condition 10(l) (Conditions to Redemption, Purchase, Modification, Substitution or
Variation of Tier 2 Notes) does not apply in respect of a redemption in whole, but not in
part, of Tier 2 Notes upon a Capital Disqualification Event in accordance with Condition
10(f) (Early Redemption following the occurrence of a Capital Disgualification Event).

Payments— Bearer Notes
This Condition 11 is only applicable to Bearer Notes.

Principal: Payments of principal shall be made only against presentation and (provided that
payment is made in full) surrender of Bearer Notes at the Specified Office of any Paying Agent
outside the U.S. by cheque drawn in the currency in which the payment is due on, or by transfer
to an account denominated in that currency (or, if that currency is euro, any other account to
which euro may be credited or transferred) and maintained by the payee with, a bank in the
Principal Financial Centre of that currency.

Interest: Payments of interest shall, subject to paragraph (h) below, be made only against
presentation and (provided that payment is made in full) surrender of the appropriate Coupons
at the Specified Office of any Paying Agent outside the U.S. in the manner described in
paragraph (a) above.

Payments in New York City: Payments of principal or interest may be made at the Specified
Office of a Paying Agent in New York City if (i) the Issuer has appointed Paying Agents outside
the U.S. with the reasonable expectation that such Paying Agents will be able to make payment
of the full amount of the interest on the Notes in the currency in which the payment is due when
due, (ii) payment of the full amount of such interest at the offices of al such Paying Agents is
illegal or effectively precluded by exchange controls or other similar restrictions and (iii)
payment is permitted by applicable U.S. law.

Payments subject to fiscal laws: All payments in respect of the Bearer Notes are subject in all
cases to (i) any applicable fiscal or other laws and regulations in the place of payment, but
without prejudice to the provisions of Condition 13 (Taxation) and (ii) any withholding or
deduction required pursuant to an agreement described in Section 1471(b) of the U.S. Internal
Revenue Code of 1986 (the "Code") or otherwise imposed pursuant to Sections 1471 through
1474 of the Code, any regulations or agreements thereunder, any official interpretations thereof,
or (without prejudice to the provisions of Condition 13 (Taxation)) any law implementing an
intergovernmental approach thereto. No commissions or expenses shall be charged to the
Noteholders or Couponholdersin respect of such payments.
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Deductions for unmatured Coupons: If the relevant Final Terms specifies that the Fixed Rate
Note Provisions are applicable and a Bearer Note is presented without all unmatured Coupons
relating thereto:

(@) if the aggregate amount of the missing Coupons is less than or equal to the amount of
principal due for payment, a sum equal to the aggregate amount of the missing Coupons
will be deducted from the amount of principal due for payment; provided, however,
that if the gross amount available for payment is less than the amount of principal due
for payment, the sum deducted will be that proportion of the aggregate amount of such
missing Coupons which the gross amount actually available for payment bears to the
amount of principal due for payment;

(i) if the aggregate amount of the missing Coupons is greater than the amount of principal
due for payment:

(A) so many of such missing Coupons shall become void (in inverse order of
maturity) as will result in the aggregate amount of the remainder of such
missing Coupons (the "Relevant Coupons') being equal to the amount of
principal due for payment; provided, however, that where this sub-paragraph
would otherwise require a fraction of a missing Coupon to become void, such
missing Coupon shall become void in its entirety; and

(B) a sum equal to the aggregate amount of the Relevant Coupons (or, if less, the
amount of principal due for payment) will be deducted from the amount of
principal due for payment; provided, however, that, if the gross amount
available for payment is less than the amount of principal due for payment, the
sum deducted will be that proportion of the aggregate amount of the Relevant
Coupons (or, as the case may be, the amount of principal due for payment)
which the gross amount actually available for payment bears to the amount of
principal due for payment.

Each sum of principal so deducted shall be paid in the manner provided in paragraph (a)
above against presentation and (provided that payment is made in full) surrender of the
relevant missing Coupons.

Unmatured Coupons void: If the relevant Final Terms specifies that this Condition 11(f) is
applicable or that the Floating Rate Note Provisions are applicable, on the due date for final
redemption of any Note or early redemption in whole of such Note pursuant to Condition 10(b)
(Redemption for tax reasons) Condition 10(e) (Redemption at the option of Noteholders),
Condition 10(c) (Redemption at the option of the Issuer) or Condition 14 (Events of Default), all
unmatured Coupons relating thereto (whether or not still attached) shall become void and no
payment will be made in respect thereof.

Payments on business days: If the due date for payment of any amount in respect of any Bearer
Note or Coupon is not a Payment Business Day in the place of presentation, the Holder shall not
be entitled to payment in such place of the amount due until the next succeeding Payment
Business Day in such place and shall not be entitled to any further interest or other payment in
respect of any such delay.

Payments other than in respect of matured Coupons: Payments of interest other than in respect of
matured Coupons shall be made only against presentation of the relevant Bearer Notes at the
Specified Office of any Paying Agent outside the U.S. (or in New York City if permitted by
paragraph (c) above).

Partial payments. If a Paying Agent makes a partial payment in respect of any Bearer Note or
Coupon presented to it for payment, such Paying Agent will endorse thereon a statement
indicating the amount and date of such payment.

Exchange of Talons: On or after the maturity date of the final Coupon which is (or was at the
time of issue) part of a Coupon Sheet relating to the Bearer Notes, the Talon forming part of such
Coupon Sheet may be exchanged at the Specified Office of the Fiscal Agent for a further Coupon
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Sheet (including, if appropriate, a further Talon but excluding any Coupons in respect of which
claims have aready become void pursuant to Condition 15 (Prescription). Upon the due date for
redemption of any Bearer Note, any unexchanged Talon relating to such Note shall become void
and no Coupon will be delivered in respect of such Talon.

Payment of U.S Dollar Equivalent: Notwithstanding the foregoing, if by reason of
Inconvertibility, Non transferability or Illiquidity, the Issuer is not able to satisfy payments of
principal or interest in respect of the Notes when due in Renminbi in Hong Kong, the Issuer may,
on giving not less than five or more than 30 calendar days' irrevocable notice to the Holders prior
to the due date for payment, settle any such payment in U.S. dollars on the due date at the U.S.
Dollar Equivalent of any such Renminbi-denominated amount.

All notifications, opinions, determinations, certificates, calculations, quotations and decisions
given, expressed, made or obtained for the purposes of the provisions of this Condition 11(k)
(Payment of U.S Dollar Equivalent) by the Calculation Agent, will (in the absence of wilful
default, bad faith or manifest error) be binding on the I ssuer, the Paying Agents and all Holders.

Payment of Renminbi: Notwithstanding the foregoing, all payments in Renminbi will be made
solely by credit to a Renminbi account maintained by the payee at a bank in Hong Kong in
accordance with applicable laws, rules, regulations and guidelines issued from time to time
(including all applicable laws and regulations with respect to the settlement of Renminbi in Hong
Kong).

Payments— Registered Notes
This Condition 12 is only applicable to Registered Notes.

Principal: Payments of principal shall be made by cheque drawn in the currency in which the
payment is due on, or, upon application by a Holder of a Note to the Specified Office of the
Fiscal Agent not later than the fifteenth day before the due date for any such payment, by transfer
to an account denominated in that currency (or, if that currency is euro, any other account to
which euro may be credited or transferred) and maintained by the payee with, a bank in the
Principal Financial Centre of that currency (in the case of a sterling cheque, a town clearing
branch of abank in the City of London) and (in the case of redemption) upon surrender (or, in the
case of part payment only, endorsement) of the relevant Note Certificates at the Specified Office
of any Paying Agent.

Interest: Payments of interest shall be made by cheque drawn in the currency in which the
payment is due on, or, upon application by a Holder of a Registered Note to the Specified Office
of the Fiscal Agent not later than the fifteenth day before the due date for any such payment, by
transfer to an account denominated in that currency (or, if that currency is euro, any other
account to which euro may be credited or transferred) and maintained by the payee with, a bank
in the Principal Financial Centre of that currency (in the case of a sterling cheque, a town
clearing branch of a bank in the City of London) and (in the case of interest payable on
redemption) upon surrender (or, in the case of part payment only, endorsement) of the relevant
Note Certificates at the Specified Office of any Paying Agent.

Payments subject to fiscal laws: All paymentsin respect of the Registered Notes are subject in all
cases to (i) any applicable fiscal or other laws and regulations in the place of payment, but
without prejudice to the provisions of Condition 13 (Taxation) and (ii) any withholding or
deduction required pursuant to an agreement described in Section 1471(b) of the Code or
otherwise imposed pursuant to Sections 1471 through 1474 of the Code, any regulations or
agreements thereunder, any official interpretations thereof, or (without prejudice to the
provisions of Condition 13 (Taxation)) any law implementing an intergovernmental approach
thereto. No commissions or expenses shall be charged to the Noteholders or Couponholders in
respect of such payments.

Payments on business days. Where payment is to be made by transfer to an account, payment
instructions (for value the due date, or, if the due date is not a Payment Business Day, for value
the next succeeding Payment Business Day) will be initiated and, where payment is to be made
by cheque, the cheque will be mailed (i) (in the case of payments of principal and interest
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payable on redemption) on the later of the due date for payment and the day on which the
relevant Note Certificate is surrendered (or, in the case of part payment only, endorsed) at the
Specified Office of a Paying Agent and (ii) (in the case of payments of interest payable other
than on redemption) on the Payment Business Day immediately preceding the due date for
payment. A Holder of a Registered Note shall not be entitled to any interest or other payment in
respect of any delay in payment resulting from (A) the due date for a payment not being a
Payment Business Day or (B) a cheque mailed in accordance with this Condition 12(d) arriving
after the due date for payment or being lost in the mail.

Partial payments: If a Paying Agent makes a partial payment in respect of any Registered Note,
the Issuer shall procure that the amount and date of such payment are noted on the Register and,
in the case of partial payment upon presentation of a Note Certificate, that a statement indicating
the amount and the date of such payment is endorsed on the relevant Note Certificate.

Record date: Each payment in respect of a Registered Note will be made to the person shown as
the Holder in the Register at the opening of business in the place of the Registrar's Specified
Office on the fifteenth day before the due date for such payment (the "Record Date"). Where
payment in respect of a Registered Note is to be made by cheque, the cheque will be mailed to
the address shown as the address of the Holder in the Register at the opening of business on the
relevant Record Date.

Payment of U.S Dollar Equivalent: Notwithstanding the foregoing, if by reason of
Inconvertibility, Non transferability or Illiquidity, the Issuer is not able to satisfy payments of
principal or interest in respect of the Notes when due in Renminbi in Hong Kong, the Issuer may,
on giving not less than five or more than 30 calendar days' irrevocable notice to the Holders prior
to the due date for payment, settle any such payment in U.S. dollars on the due date at the U.S.
Dollar Equivalent of any such Renminbi-denominated amount.

All notifications, opinions, determinations, certificates, calculations, quotations and decisions
given, expressed, made or obtained for the purposes of the provisions of this Condition 12(g) by
the Calculation Agent, will (in the absence of wilful default, bad faith or manifest error) be
binding on the I ssuer, the Paying Agents and all Holders.

Payment of Renminbi: Notwithstanding the foregoing, all payments in Renminbi will be made
solely by credit to a Renminbi account maintained by the payee at a bank in Hong Kong in
accordance with applicable laws, rules, regulations and guidelines issued from time to time
(including all applicable laws and regulations with respect to the settlement of Renminbi in Hong
Kong).

Taxation

Gross up: All payments of principal and interest in respect of the Notes and the Coupons by or on
behalf of the Issuer shall be made free and clear of, and without withholding or deduction for or
on account of, any present or future taxes, duties, assessments or governmental charges of
whatever nature ("Taxes") imposed, levied, collected, withheld or assessed by or on behaf of
South Africa or any political subdivision therein or any authority therein or thereof having power
to tax, unless the withholding or deduction of such Taxes is required by law. In that event, the
Issuer shall pay such additional amounts as will result in receipt by the Noteholders and the
Couponholders of such amounts after such withholding or deduction as would have been
received by them had no such withholding or deduction been required, except that no such
additional amounts shall be payable in respect of any Note or Coupon:

@) presented for payment by, or on behalf of, or held by, a Holder which is liable to such
Taxes in respect of such Note or Coupon by reason of its having some connection with
South Africa other than the mere holding of such Note or Coupon; or

(i) where (in the case of a payment of principal or interest on redemption) the relevant Note
or Coupon or Note Certificate is presented or surrendered for payment more than 30
days after the Relevant Date except to the extent that the relevant Holder would have
been entitled to such additional amounts on presenting or surrendering such Note or
Coupon or Note Certificate on the last day of such period of 30 days; or
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(iii) presented for payment by or on behalf of, or held by, a Holder who could lawfully avoid
(but has not so avoided) such deduction or withholding by complying with any statutory
requirements in force at the present time or in the future by making a declaration of
nonresidence or other claim or filing for exemption to which it is entitled to the relevant
tax authority or the Paying Agent.

FATCA withholding: Notwithstanding any other provision in these Conditions, the Issuer, and the
Paying Agents, shall be permitted to withhold or deduct any amounts required by the rules of the
Code Sections 1471 through 1474 (or any amended or successor provisions), pursuant to any
inter-governmental agreement, or implementing legislation adopted by another jurisdiction in
connection with these provisions, or pursuant to any agreement with the U.S. Internal Revenue
Service ("FATCA withholding"). The Issuer will have no obligation to pay additional amounts
or otherwise indemnify a holder for any FATCA withholding deducted or withheld by the Issuer,
a Paying Agent or any other party as aresult of any person (other than an agent of the I ssuer) not
being entitled to receive payments free of FATCA withholding.

Taxing jurisdiction: If the Issuer becomes subject at any time to any taxing jurisdiction other than
South Africa, references in these Conditions to South Africa shall be construed as references to
South Africa and/or such other jurisdiction.

Events of Default
Events of Default relating to Unsubordinated Notes
This Condition 14.1 only applies to Unsubordinated Notes.

An Event of Default in relation to Unsubordinated Notes shall arise if any one or more of the
following events shall have occurred and be continuing:

Non-payment: the failure by the Issuer to pay within 7 days from the due date any amount due in
respect of any of the Notes; or

Breach of other obligations: the Issuer defaults in the performance or observance of any of its
other obligations under or in respect of the Notes or the Deed of Covenant and such default
remains unremedied for 30 days after written notice thereof has been delivered by any
Noteholder to the Issuer or to the Specified Office of the Fiscal Agent (addressed to the Issuer);
or

Cross default of the Issuer or Principal Subsidiary:

@) any Financia Indebtedness of the Issuer or any of its Principal Subsidiaries is not paid
when due or (as the case may be) within any originally applicable grace period;

(i) any such Financia Indebtedness becomes (or becomes capable of being declared) due
and payable prior to its stated maturity otherwise than at the option of the Issuer or (as
the case may be) the relevant Principal Subsidiary or (provided that no event of default,
howsoever described, has occurred) any Person entitled to such Financial |ndebtedness;
or

(iii) the Issuer or any of its Principal Subsidiaries fails to pay when due any amount payable
by it under any Guarantee of any Financia Indebtedness;

provided that the amount of Financial Indebtedness referred to in sub paragraph (i) and/or sub
paragraph (ii) above and/or the amount payable under any Guarantee referred to in subparagraph
(iii) above individually or in the aggregate exceeds U.S.$55,000,000 (or its equivalent in any
other currency or currencies); or

Unsatisfied judgment: one or more judgment(s) or order(s) from which no further appeal is
permissible under applicable law for the payment of any amount in excess of U.S.$55,000,000
(or its equivalent in any other currency or currencies) is rendered against the Issuer or any of its
Principal Subsidiaries and continue(s) unsatisfied and unstayed for a period of 30 days after the
date(s) thereof or, if later, the date therein specified for payment; or
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Security enforced: any present or future Security Interest created by the Issuer or any Principal
Subsidiary over all or a substantial part of its undertaking, assets and revenues for an amount at
the relevant time in excess of U.S.$55,000,000 (or its equivalent in any other currency or
currencies) becomes enforceable and any step is taken to enforce it (including, but not limited to,
the taking of possession or the appointment of a receiver, administrative receiver, manager or
other similar person or analogous event) unless such enforcement is discharged within 45 days or
the Issuer or Principal Subsidiary (as the case may be) is contesting such enforcement in good
faith; or

Insolvency, winding-up, etc.: the granting of an order by any competent court or authority for the
liquidation, winding-up, dissolution or (in relation to a Principal Subsidiary only)
commencement of business rescue proceedings of the Issuer or any Principal Subsidiary, whether
provisionally (and not dismissed or withdrawn within 30 days of the granting of such order) or
finally, or the placing of the Issuer or any Principal Subsidiary under voluntary liquidation or
curatorship, provided that no liquidation, curatorship, winding-up, dissolution or
commencement of business rescue proceedings shall congtitute an Event of Default if the
liquidation, curatorship, winding-up, dissolution or commencement of business rescue
proceedings is: (i) for purposes of effecting an amalgamation, merger, demerger, consolidation,
reorganisation or other similar arrangement of a Principal Subsidiary within the SB Group, (ii) in
the case of the Issuer, in respect of a Solvent Reconstruction, or (iii) for purposes of effecting an
amalgamation, merger, demerger, consolidation, reorganisation or other similar arrangement, the
terms of which were approved by Extraordinary Resolution of Noteholders before the date of the
liquidation, curatorship, winding-up or dissolution; or

Failure to take action etc.: any action, condition or thing (including the obtaining of any consent,
licence, approval or authorisation) now or hereafter necessary to enable the I ssuer to comply with
its obligations under the Programme for the issuance of the Notes is not taken, fulfilled or done,
or any such consent, licence, approval or authorisation shall be revoked, modified, withdrawn or
withheld or shall cease to remain in full force and effect, resulting in the Issuer being unable to
perform any of its payment or other obligations in terms of the Notes, the Coupons or the
Programme for the issuance of the Notes; or

Unlawfulness: it is or will become unlawful for the Issuer to perform or comply with any of its
obligations under or in respect of the Notes or the Deed of Covenant.

If the Issuer becomes aware of the occurrence of any Event of Default, the Issuer shall forthwith
notify all Noteholders and, in respect of listed Notes, shall forthwith notify the London Stock
Exchange plc or such other Exchange upon which such Notes are listed, as the case may be.

Upon the happening of an Event of Default, any Holder of Unsubordinated Notes may, by
written notice to the Issuer at its registered office, effective upon the date of receipt thereof by the
Issuer, declare the Unsubordinated Notes held by such Noteholder to be forthwith due and
payable. Upon receipt of that notice, such Unsubordinated Notes shall become forthwith due and
payable at the Early Termination Amount, together with accrued interest (if any) to the date of
payment.

Events of Default relating to Subordinated Notes
This Condition 14.2 applies only to Subordinated Notes.

An Event of Default in relation to Subordinated Notes shall arise if any of the following events
occurs and is continuing:

@ Non-payment: The failure by the Issuer to pay within 7 days from the due date any
amount due in respect of any of the Subordinated Notes; or

(b) Insolvency, winding-up, etc.: the granting of an order by any competent court or
authority for the liquidation, winding-up or dissolution of the Issuer, whether
provisionally (and not dismissed or withdrawn within 30 days of the granting of such
order) or finaly, or the placing of the Issuer under voluntary liquidation or curatorship
(provided that no liquidation, curatorship, winding-up or dissolution shall constitute an
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Event of Default if the liquidation, curatorship, winding-up or dissolution is: (i) for
purposes of effecting an amalgamation, merger, demerger, consolidation, reorganisation
or other similar arrangement within the SB Group, (ii) in the case of the Issuer, in
respect of a Solvent Reconstruction, or (iii) for purposes of effecting an amalgamation,
merger, demerger, consolidation, reorganisation or other similar arrangement, the terms
of which were approved by Extraordinary Resolution of Noteholders before the date of
the liquidation, curatorship, winding-up or dissolution).

If the Issuer becomes aware of the occurrence of any Event of Default, the Issuer shall forthwith
notify all Noteholders and, in respect of listed Notes, shall forthwith notify the London Stock
Exchange plc or such other Exchange upon which such Notes are listed, as the case may be.

Upon the happening of an Event of Default referred to in Condition 14.2.(a) (Non-payment), any
Holder of Subordinated Notes may, subject to Condition 4(c)(iii) (Subordination) and the Capital
Rules in the case of Tier 2 Notes or Condition 4(b)(iii) (Winding up of the Issuer) in the case of
other Subordinated Notes, and subject as provided below, at its discretion and without further
notice, institute proceedings for the winding-up of the Issuer and/or prove in any winding-up of
the Issuer, but take no other action in respect of that default.

Upon the occurrence of an Event of Default referred to in Condition 14.2(b) (Insolvency, winding
up etc), any Holder of Subordinated Notes may, by written notice from the Holder to the I ssuer at
its registered office, effective upon the date of receipt thereof by the Issuer, declare the
Subordinated Notes held by such Noteholder to be forthwith due and payable. Upon receipt of
that notice, such Subordinated Notes shall, subject to Condition 4(c)(iii) (Subordination) and the
Capital Rulesin the case of Tier 2 Notes or Condition 4(b)(iii) (Winding up of the Issuer) in the
case of other Subordinated Notes, become forthwith due and payable at the Early Termination
Amount, together with accrued interest (if any) to the date of payment.

Without prejudice to the preceding Conditions, if the Issuer breaches any of its obligations under
the Subordinated Notes (other than any obligation in respect of the payment of principal or
interest on such Notes), then any holder of Subordinated Notes of the Series may, at its discretion
and without further notice, bring such proceedings as it may think fit to enforce the obligation in
question, provided that the Issuer shall not, as a result of the bringing of any such proceedings, be
obliged to pay any sum representing or measured by reference to principal or interest on or
satisfy any other payment obligation in relation to such Subordinated Notes sooner than the same
would otherwise have been payable by it.

Prescription

Claims for principal in respect of Bearer Notes and/or Coupons, as the case may be, shall become
void unless the relevant Bearer Notes and/or Coupons, as the case may be, are presented for
payment within ten years of the appropriate Relevant Date. Claims for principal and interest on
redemption in respect of Registered Notes shall become void unless the relevant Note
Certificates are surrendered for payment within ten years of the appropriate Relevant Date.

Replacement of Notes and Coupons

If any Note, Note Certificate or Coupon is lost, stolen, mutilated, defaced or destroyed, it may be
replaced at the Specified Office of the Fiscal Agent, in the case of Bearer Notes, or the Registrar,
in the case of Registered Notes, subject to all applicable laws and competent authority, stock
exchange and/or quotation system requirements, upon payment by the claimant of the expenses
incurred in connection with such replacement and on such terms as to evidence, security,
indemnity and otherwise as the Issuer may reasonably require. Mutilated or defaced Notes, Note
Certificates or Coupons must be surrendered before replacements will be issued.

Agentsand Registrar

In acting under the Agency Agreement and in connection with the Notes and the Coupons, the
Agents act solely as agents of the Issuer and do not assume any obligations towards or
relationship of agency or trust for or with any of the Noteholders.
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The initial Agents and their initial Specified Offices are listed below. The initial Calculation
Agent (if any) is specified in the relevant Final Terms. The | ssuer reserves the right at any time to
vary or terminate the appointment of any Agent and to appoint a successor registrar, fiscal agent
or Calculation Agent and additional or successor paying agents and transfer agents; provided,
however, that:

@ the Issuer shall at all times maintain afiscal agent and aregistrar; and

(b) if a Calculation Agent is specified in the relevant Final Terms, the Issuer shall at all
times maintain a Calculation Agent; and

(© if and for so long as the Notes are admitted to listing, trading and/or quotation by any
competent authority, stock exchange and/or quotation system which requires the
appointment of a paying agent and/or registrar in any particular place, the Issuer shall
maintain a paying agent and/or a registrar each with a Specified Office in the place
reguired by such competent authority, stock exchange and/or quotation system.

Notice of any change in any of the Agents or the Registrar or in their Specified Offices shall
promptly be given to the Noteholders.

M eetings of Noteholders; M odification

Meetings of Noteholders: The Agency Agreement contains provisions for convening meetings of
Noteholders to consider matters relating to the Notes, including the modification of any provision
of these Conditions. Any such modification may be made if sanctioned by an Extraordinary
Resolution. Such a meeting may be convened by the Issuer and shall be convened by it upon the
request in writing of Noteholders holding not less than one tenth of the aggregate principal
amount of the outstanding Notes. The quorum at any meeting convened to vote on an
Extraordinary Resolution will be two or more Persons holding or representing one more than half
of the aggregate principal amount of the outstanding Notes or, at any adjourned meeting, two or
more Persons being or representing Noteholders whatever the principal amount of the Notes held
or represented; provided, however, that Reserved Matters may only be sanctioned by an
Extraordinary Resolution passed at a meeting of Noteholders at which two or more Persons
holding or representing not less than three quarters or, at any adjourned meeting, one-quarter of
the aggregate principal amount of the outstanding Notes form a quorum. Any Extraordinary
Resolution duly passed at any such meeting shall be binding on all the Noteholders and
Couponholders, whether present or not.

In addition, a resolution in writing signed by or on behalf of all Noteholders who for the time
being are entitled to receive notice of a meeting of Noteholders will take effect as if it were an
Extraordinary Resolution. Such a resolution in writing may be contained in one document or
several documents in the same form, each signed by or on behalf of one or more Notehol ders.

Modification: The Notes, these Conditions and the Deeds of Covenant may be amended without
the consent of the Noteholders or the Couponholders to correct a manifest error. In addition, the
parties to the Agency Agreement may agree to modify any provision thereof, but the Issuer shall
not agree, without the consent of the Noteholders, to any such modification unless it is of a
formal, minor or technical nature, is made to correct a manifest error or is, in its sole opinion, not
materially prejudicial to the interests of the Noteholders.

The consent or approval of the Noteholders shall not be required in the case of amendments to
the Conditions pursuant to Condition 7(m) (Benchmark Discontinuation) to vary the method
basis of calculating the rate or rates or amount of interest or the basis for calculating any Interest
Amount in respect of the Notes or for any other variation of these Conditions and/or the Agency
Agreement required to be made in the circumstances described in Condition 7(m)(iv)
(Benchmark Amendments), where the Issuer has delivered to the Fiscal Agent a certificate
pursuant to Condition 7(m)(v) (Notices, etc)).

Any modification of the Tier 2 Notes in accordance with this Condition 18 (Meetings of
Noteholders, Modifications) is subject to the Issuer obtaining the consent of the Relevant
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Regulator (if and to the extent that such consent is required by the Capital Rules) pursuant to
Condition 10(1) (Conditions to Redemption, Purchase, Modification, Substitution or Variation).

Further Issues

The Issuer may from time to time, without the consent of the Noteholders, create and issue
further notes having the same terms and conditions as the Notes in all respects (or in all respects
except for the first payment of interest) so asto form a single series with the Notes.

Notices

Bearer Notes. Notices to the Holders of Bearer Notes shall be valid if published in a leading
English language daily newspaper published in London (which is expected to be the Financial
Times) or, if such publication is not practicable, in a leading English language daily newspaper
having general circulation in Europe. Any such notice shall be deemed to have been given on the
date of first publication (or if required to be published in more than one newspaper, on the first
date on which publication shall have been made in all the required newspapers). Couponholders
shall be deemed for all purposes to have notice of the contents of any notice given to the Holders
of Bearer Notes.

Registered Notes. Notices to the Holders of Registered Notes will be sent to them by first class
mail (or its equivalent) or (if posted to an overseas address) by airmail at their respective
addresses on the Register. Any such notice shall be deemed to have been given on the fourth day
after the date of mailing. In addition, notices to Noteholders will be published on the date of such
mailing in aleading English language daily newspaper published in London (which is expected
to be the Financial Times) or, if such publication is not practicable, in aleading English language
daily newspaper having general circulation in Europe.

Currency Indemnity

If any sum due from the Issuer in respect of the Notes or the Coupons or any order or judgment
given or made in relation thereto has to be converted from the currency (the "first currency") in
which the same is payable under these Conditions or such order or judgment into another
currency (the "second currency") for the purpose of (a) making or filing a claim or proof against
the Issuer, (b) obtaining an order or judgment in any court or other tribunal or (c) enforcing any
order or judgment given or made in relation to the Notes, the Issuer shall indemnify each
Noteholder, on the written demand of such Noteholder addressed to the Issuer and delivered to
the Issuer or to the Specified Office of the Fiscal Agent, against any loss suffered as a result of
any discrepancy between (i) the rate of exchange used for such purpose to convert the sum in
question from the first currency into the second currency and (ii) the rate or rates of exchange at
which such Noteholder may in the ordinary course of business purchase the first currency with
the second currency upon receipt of a sum paid to it in satisfaction, in whole or in part, of any
such order, judgment, claim or proof.

This indemnity constitutes a separate and independent obligation of the Issuer and shall give rise
to a separate and independent cause of action.

Rounding

For the purposes of any calculations referred to in these Conditions (unless otherwise specified in
these Conditions or the relevant Final Terms), (a) all percentages resulting from such calculations
will be rounded, if necessary, to the nearest one hundred thousandth of a percentage point (with
0.000005 per cent. being rounded up to 0.00001 per cent.), (b) al U.S. dollar amounts used in or
resulting from such calculations will be rounded to the nearest cent (with one half cent being
rounded up), (c) al Japanese Yen amounts used in or resulting from such calculations will be
rounded downwards to the next lower whole Japanese Yen amount, and (d) all amounts
denominated in any other currency used in or resulting from such calculations will be rounded to
the nearest two decimal places in such currency, with 0.005 being rounded upwards.

Governing Law and Jurisdiction
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Governing law: The Notes and all non-contractual obligations arising out of or in connection
with the Notes are governed by English law save that the provisions of Conditions 4(b) (Satus of
the Subordinated Notes that are not Tier 2 Notes), 4(c) (Status of Tier 2 Notes), 4(d) (Loss
Absorption Following A Non-Viability Event), 4(e) (Disapplication of Non-Viability Loss
Absorption), 10(1) (Conditions to Redemption, Purchase, Modification, Substitution or Variation
of Tier 2 Notes) and 14.2 (Events of Default relating to the Subordinated Notes) are governed by,
and shall be construed in accordance with, South African law.

English courts. The courts of England have exclusive jurisdiction to settle any dispute (a
"Dispute"’) arising out of or in connection with the Notes (including any non-contractual
obligation arising out of or in connection with the Notes).

Appropriate forum: The Issuer agrees that the courts of England are the most appropriate and
convenient courts to settle any Dispute and, accordingly, that it will not argue to the contrary.

Rights of the Noteholders to take proceedings outside England: Condition 23(b) (English courts)
is for the benefit of the Noteholders only. As a result, nothing in this Condition 23 (Governing
law and jurisdiction) prevents any Noteholder from taking proceedings relating to a Dispute
("Proceedings") in any other courts with jurisdiction. To the extent allowed by law, Noteholders
may take concurrent Proceedings in any number of jurisdictions.

Process agent: The Issuer agrees that the documents which start any Proceedings and any other
documents required to be served in relation to those Proceedings may be served on it by being
delivered to Standard Advisory London Limited (Attention: Head of Legal) at 20, Gresham
Street, London, EC2V 7JE, United Kingdom or, if different, its registered office for the time
being or at any address of the Issuer in Great Britain at which process may be served on it in
accordance with the Companies Act 2006. If such person is not or ceases to be effectively
appointed to accept service of process on behalf of the Issuer, the Issuer shall, on the written
demand of any Noteholder addressed and delivered to the Issuer or to the Specified Office of the
Fiscal Agent appoint a further person in England to accept service of process on its behalf and,
failing such appointment within 15 days, any Noteholder shall be entitled to appoint such a
person by written notice addressed to the Issuer and delivered to the Issuer or to the Specified
Office of the Fiscal Agent. Nothing in this paragraph shall affect the right of any Noteholder to
serve process in any other manner permitted by law. This Condition applies to Proceedings in
England and to Proceedings elsewhere.
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FORM OF FINAL TERMS
Final Termsdated [¢]

[MiFID Il product governance/ Professional investors and ECPs only target market — Solely for the
purposes of [the/each] manufacturer’s product approval process, the target market assessment in respect
of the Notes has led to the conclusion that: (i) the target market for the Notes is eligible counterparties and
professional clients only, each as defined in Directive 2014/65/EU (as amended, "MiFID [1"); and (ii) all
channels for distribution of the Notes to eligible counterparties and professional clients are appropriate.
Any person subsequently offering, selling or recommending the Notes (a "distributor™) should take into
consideration the manufacturer[' §/s'] target market assessment; however, a distributor subject to MiFID 11
isresponsible for undertaking its own target market assessment in respect of the Notes (by either adopting
or refining the manufacturer['s/s’] target market assessment) and determining appropriate distribution
channels]

[PROHIBITION OF SALES TO EEA RETAIL INVESTORS — The Notes are not intended to be
offered, sold or otherwise made available to and should not be offered, sold or otherwise made available
to any retail investor in the EEA. For these purposes, a retail investor means a person who is one (or
more) of: (i) aretail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as amended,
"MiFID I1"); or (ii) a customer within the meaning of Directive 2002/92/EC (as amended or superseded,
the "Insurance M ediation Directive"), where that customer would not qualify as a professional client as
defined in point (10) of Article 4(1) of MiFID II; or (iii) not a qualified investor as defined in EU
Directive 2003/71/EC (as amended or superseded, including by Directive 2010/73/EU). Consequently, no
key information document required by Regulation (EU) No 1286/2014 (the "PRIIPs Regulation") for
offering or selling the Notes or otherwise making them available to retail investors in the EEA has been
prepared and therefore offering or selling the Notes or otherwise making them available to any retail
investor in the EEA may be unlawful under the PRI1PS Regulation.]

NOTIFICATION UNDER SECTION 309B(1)(c) OF THE SECURITIES AND FUTURES ACT
(CHAPTER 289) OF SINGAPORE (the "SFA") — [In connection with Section 309B of the Securities
and Futures Act (Chapter 289) of Singapore (the “SFA”) and the Securities and Futures (Capital Markets
Products) Regulations 2018 of Singapore (the “CM P Regulations 2018"), the Issuer has determined, and
hereby notifies all relevant persons (as defined in Section 309A(1) of the SFA), that the Notes [are] / [are
not] prescribed capital markets products (as defined in the CMP Regulations 2018) and [are] [Excluded] /
[Specified] Investment Products (as defined in MAS Notice SFA 04-N12: Notice on the Sale of
Investment Products and MAS Notice FAA-N16: Notice on Recommendation on Investment Products]*

[CONFIRMATION REQUIRED BY PARAGRAPH 3(5)(j) OF THE COMMERCIAL PAPER
REGULATIONS - [specify], being one of the Issuer's auditors as at the Issue Date of this Tranche of
Notes, have confirmed in writing that nothing has come to their attention which causes them to believe
that the issue of this Tranche of Notes under the Programme, pursuant to the Base Prospectus [, the
supplement to the Base Prospectus dated [e]]* (as read with these Final Terms) will not comply in all
material respects with the provisions of the Commercial Paper Regulations]?

[THE STANDARD BANK OF SOUTH AFRICA LIMITED
(Registration Number 1962/000738/06)

Legal Entity Identifier:
QFC8ZCW3Q5PRXU1XTM60]*

[STANDARD BANK GROUP LIMITED
(Registration Number 1969/017128/06)

Legal Entity Identifier:

! For any Notes to be offered to Singapore investors, the Issuer to consider whether it needs to re-classify the Notes pursuant to
Section 309B of the SFA prior to the launch of the offer.

2 To be deleted if no supplement to the Base Prospectus has been published or specify date of supplement, as applicable.

3 To be deleted where SBSA is the relevant Issuer. To be completed where SBG is the relevant Issuer and Notes are offered in
South Africa. Delete if Notes are not offered in South Africa.
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Issue of [Aggregate Nominal Amount of Tranche] [Title of Notes]
under the U.S.$4,000,000,000
Euro Medium Term Note Programme

The Prospectus referred to below (as completed by these Final Terms) has been prepared on the basis that
any offer of Notes in any Member State of the EEA which has implemented the Prospectus Directive
(2003/71/EC, as amended or superseded) (each, a "Relevant Member State") will be made pursuant to
an exemption under the Prospectus Directive, as implemented in that Relevant Member State, from the
reguirement to publish a prospectus for offers of the Notes. Accordingly, any person making or intending
to make an offer in that Relevant Member State of the Notes may only do so in circumstances in which no
obligation arises for any Issuer or any Dedler to publish a prospectus pursuant to Article 3 of the
Prospectus Directive or supplement a prospectus pursuant to Article 16 of the Prospectus Directive, in
each case, in relation to such offer. Neither the Issuer nor any Dealer has authorised, nor do they
authorise, the making of any offer of Notes in any other circumstances. The expression "Prospectus
Directive' means Directive 2003/71/EC (as amended or superseded) and includes any relevant
implementing measures in the Relevant Member State.

PART A CONTRACTUAL TERMS

Terms used herein shall be deemed to be defined as such for the purposes of the Conditions set forth in
the base prospectus dated 10 May 2019 [and the supplement to the base prospectus dated [¢] which
[together] constitute]s] a base prospectus] (the "Base Prospectus') for the purposes of the Prospectus
Directive (Directive 2003/71/EC, as amended or superseded) (the "Prospectus Directive"). This
document constitutes the Final Terms relating to the issue of Notes described herein for the purposes of
Article 5.4 of the Prospectus Directive. These Final Terms contain the final terms of the Notes and must
be read in conjunction with the Base Prospectus.

Full information on the Issuer and the Notes described herein is only available on the basis of a
combination of these Final Terms and the Base Prospectus. The Base Prospectus is available for viewing
at [[address] [and] [www.londonstockexchange.com]] and copies may be obtained from [address].

The following alternative language applies if the first tranche of an issue which is being increased was
issued under a base prospectus with an earlier date and the relevant terms and conditions from that base
prospectus with an earlier date were incorporated by reference in this Base Prospectus.

[Terms used herein shall be deemed to be defined as such for the purposes of the Conditions (the
"Conditions') set forth in the base prospectus dated [original date]. These Final Terms contain the final
terms of the Notes and must be read in conjunction with the base prospectus dated [current date] [and the
supplemental base prospectus dated [date]] which [together] congtitute]s] a base prospectus (the "Base
Prospectus') for the purposes of the Prospectus Directive (Directive 2003/71/EC, as amended or
superseded) (the "Prospectus Directive"), save in respect of the Conditions which are extracted from the
base prospectus dated [original date] and are incorporated by reference in the Base Prospectus. This
document constitutes the Final Terms relating to the issue of Notes described herein for the purposes of
Article 5.4 of the Prospectus Directive.

Full information on the Issuer and the offer of the Notes described herein is only available on the basis of
the combination of these Final Terms and the Base Prospectus [as so supplemented]. The Base Prospectus
[and  the  supplemental Base  Prospectus] [is]/[are]  available for  viewing at
[www.londonstockexchange.com]

1 I ssuer: [The Standard Bank of South Africa Limited)]
[Standard Bank Group Limited)]

2. (i) [Series Number: []

“ Delete as applicable.
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(i) [Tranche Number:

(iii) Date on which the Notes will be
consolidated and form asingle
Series:
3. Specified Currency or Currencies:
4. Aggregate Nominal Amount:
(@) Series:
(i) Tranche:
5. IssuePrice:
6. (i) Specified Denominations:
(i) Calculation Amount
7. (i) Issue Date:
(i) Interest Commencement Date:
8. Maturity Date:
9. Interest Basis:
10. Redemption/Payment Basis:

11. Put/Call Options:

12. Status of the Notes:

13. M ethod of distribution:

(]

[The Notes will be consolidated and form a single
Series with [¢] on [the Issue Date] [the exchange of
the Temporary Globa Note for interests in the
Permanent Global Note, as referred to in paragraph

24 below.]/[Not applicable].]
(]

(]
(]

[¢] per cent. of the Aggregate Nominal Amount [plus

accrued interest from [insert date]
(]

(]

(]

[*]]

(]

[[*] % Fixed Rate]

[[LIBOR]/[EURIBOR]/[BBSW] +/—[*] per cent.
Floating Rate]

[Reset Notes]

[Zero Coupon]

[Redemption at [par] [[+] per cent.]]
[Investor Put]

[Issuer Call]

[Reset Notes]

[Unsubordinated Notes)

[Subordinated Notes that are not Tier 2 Notes—
Condition 4(b) applies]

[Tier 2 Notes — Condition 4(c) applies]
[Syndicated/Non-syndicated]

PROVISIONSRELATING TO INTEREST (IF ANY) PAYABLE

14. Fixed Rate Note Provisions:

(i) Rate(s)] of Interest:

(i) Interest Payment Date(s):

[Applicable/Not Applicable]

[¢] per cent. per annum [payable [annually/ semi-
annually/ quarterly/monthly] in arrear]

[¢] in each year [adjusted in accordance with [¢]/Not
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15.

(iii) Fixed Coupon Amount[(s)]:
(iv) Broken Amount(s):

(v) Day Count Fraction:

(vi) Determination Dates:
Floating Rate Note Provisions
(i) Specified Period:

(i) Specified Interest Payment
Dates:

(iii) Business Day Convention:

(iv) Additional Business Centre(s):

(v) Manner in which the Rate(s) of
Interest isare to be determined:

(vi) Party responsible for calculating
the Rate(s) of Interest and
Interest Amount(s) (if not the
Fiscal Agent):

(vii)  Screen Rate Determination:

. Reference Rate:

. Interest Determination
Date(s):

. Relevant Screen Page:

. Relevant Time:

. Relevant Financial
Centre:

. Linear Interpolation:

(viii)  1SDA Determination:

. Floating Rate Option:
. Designated Maturity:
. Reset Date:

. Linear Interpolation

(ix) Margin(s):

adlj usted]
[] per Calculation Amount
[]

[Actual/Actua (ICMA)]/[Actual/365]/[Actual/Actua
(ISDA)]/[Actua /365
(Fixed)]/[Actual/360]/[30/360]/[30E/360]/ [Eurobond
Basis|

[¢] in each year

[Applicable/Not Applicable]

]

]

[Floating Rate Convention]/[Following Business Day
Convention]/ [Modified Following Business Day
Convention]/[Preceding Business Day Convention]/
[No Adjustment]

[¢] [Not Applicable]

[Screen Rate Determination]/[ISDA Determination]

(]

[LIBOR]/[EURIBOR]/[BBSW]
[*]

[LIBORO1]/[EURIBORO1]/[Reuters Screen BBSW
Page]

]
]
[Applicable]/[Not Applicable]

(]
(]
(]
[Applicable]/[Not Applicable]

[+/-][*] per cent. per annum
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16.

17.

x) Minimum Rate of Interest:
(xi) Maximum Rate of Interest:

(xii)  Day Count Fraction:

Zero Coupon Note Provisions
(i) Accrua Yield:
(i) Reference Price:

Reset Note Provisions

(i) Initial Rate of Interest:

(i) First Margin:
(iii) Subsequent Margin:

(iv) Interest Payment Date(s):

(v) Fixed Coupon Amount to (but
excluding) the First Reset Date:
(Applicable to  Notes in
definitive form)

(vii)  First Reset Date:

(viii)  Second Reset Date:

(ix) Subsequent Reset Date(s):
(x) Relevant Screen Page:
(xi) Mid-Swap Rate:

(xii)  Mid-Swap Maturity:

(xiii)  Fixed Leg Swap Duration:
(xiv)  Day Count Fraction:

(xv)  Determination Date(s):

(xvi)  Business Day Convention:

[¢] per cent. per annum
[¢] per cent. per annum

[Actua/Actua (ICMA)]/[Actual/365]/[Actual/Actua
(ISDA)]/[Actual/365

(Fixed)]/[Actual /360]/[30/360]/[ 30E/360]/[Eurobond
Basis|

[Applicable/Not Applicable]
[¢] per cent. per annum

]

[Applicable/Not Applicable]

(If not applicable, delete the remaining
subparagraphs of this paragraph)

[ ] per cent. per annum payable in arrear on
each Interest Payment Date

[+/-][ ] per cent. per annum
[[+/-][ 1 per cent. per annum] [Not Applicable]

(I ] in each year up to and including the
Maturity Date/[specify date] [adjusted in accordance
with paragraphs 17 (xv) and (xvi) below]]

[ ] per Calculation Amount

[ ]

[ ]/[Not applicable]

[ ] [and [ 11 [Not applicable]

[ ]
[Single Mid-Swap Rate/Mean Mid-Swap Rate]
[ ]

[ ]
[30/360 or 360/360 or Actual/Actua (ICMA)]

([ ] in each year][Not Applicable]

(Only relevant where Day Count Fraction is
Actual/Actual (ICMA). In such a case, insert regular
interest payment dates, ignoring issue date or
maturity date in the case of a long or short first or
last coupon).

[Not Applicable/ Following Business Day
Convention/Preceding Business Day Convention/
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18.

19.

(xvii)

Business Centre(s):

(xviii) Calculation Agent:

Floating Rate Reset Note Provisions

0]

(i)
(iii)

(iv)

v)

(vi)

(vii)

(viii)

(ix)

Date on which Floating Rate
Reset Note Provisions Apply:

Specified Period:

Specified Interest Payment
Dates:

Business Day Convention:

Additional Business Centre(s):

Manner in which the Rate(s) of

Interest isare to be determined:

Party responsible for
calculating the Rate(s) of
Interest and Interest Amount(s)
(if not the Fiscal Agent):

Screen Rate Determination:
Reference Rate:

Interest Determination Date(s):
Relevant Screen Page:
Relevant Time:

Relevant Financial Centre:
Linear Interpolation:

ISDA Determination:

Floating Rate Option:
Designated Maturity:

Reset Date:

Linear Interpolation:

(i)

(i)
(iii)
(iv)

Margin(s):
Minimum Rate of Interest:
Maximum Rate of |nterest:

Day Count Fraction:

Modified Following Business Day Convention]
[ J/[Not Applicable]

[ ]

[Applicable/Not Applicable]

[First Reset Date]/[ Second Reset Date]

[]

[*]

[Floating Rate Convention]/[Following Business Day
Convention]/ [Modified Following Business Day

Convention]/[Preceding Business Day Convention]/
[No Adjustment]

[*] [Not Applicable]

[Screen Rate Determination]/[ISDA Determination]

4]

[LIBOR]/[EURIBOR]/[BBSW]
]

]

]

]

[Applicable]/[Not Applicable]

4]

(]

4]

[Applicable]/[Not Applicable]
[+/-][*] per cent. per annum
[¢] per cent. per annum

[¢] per cent. per annum

[Actual/Actual (ICMA)]/[Actual/365]/[Actua/Actual
(ISDA)]/[Actual /365
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PROVISIONSRELATING TO REDEMPTION
20.

21.

22.

23.

24.

25.

26.

27.

28.

Call Option
(i) Optional Redemption Date(s):

(i) Optional Redemption
Amount(s) and method, if any,
of calculation of such
amount(s):

(iii) If redeemablein part:

@ Minimum Redemption
Amount:

(b) Maximum Redemption
Amount:

Put Option
(i) Optional Redemption Date(s):

(i) Optional Redemption
Amount(s) and method, if any,
of calculation of such
amount(s):

(iii) Optional redemption for
Subordinated Notes upon a
Changein Law:

Optional Redemption for
Subordinated Notesupon a Changein
Law:

Final Redemption Amount of each
Note

Early Redemption Amount

Early Redemption
Calculation Amount:

Amount(s) per

Early Termination Amount

Early Termination
Calculation Amount

Amount  per

Substitution and Variation for Tier 2
Notes:

Substitution and Variation for Tier 2
Notesupon a Changein Law:

Option to disapply Non-viability Loss
Absor ption Condition for Tier 2 Notes
pursuant to Condition 4(e):

(Fixed)]/[Actual/360]/[30/360]/[30E/360]/[ Eurobond
Basig|

[Applicable/Not Applicable]
]

[] per Calculation Amount

[] per Calculation Amount

[*] per Calculation Amount

[Applicable/Not Applicable]
]
]

[Applicable]l/[Not Applicable]

[Applicable]/[Not Applicable]

[*] per Calculation Amount

(]

(]

[Applicable/Not Applicable]

[Applicable/Not Applicable]

[Applicable/Not Applicable]
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GENERAL PROVISIONSAPPLICABLE TO THE NOTES

29. For m of Notes:

30. Additional Financial Centre(s):

31 Talons for future Coupons or Receiptsto
be attached to Definitive Notes (and
dates on which such Talons mature):

32. Commercial Paper Regulations
DISTRIBUTION

33. (i) If syndicated, names of
Managers:

(i) Date of Subscription Agreement

34. If non-syndicated, name and address of
Dedler:

35. Stabilising Manager(s):

36. U.S. Sdling Restrictions:

37. Total commission and concession:

[ADMISSION TO TRADING

Bearer Notes:

[Temporary Global Note exchangeable for a
Permanent Global Note which is exchangeable for
Definitive Notes on [¢] days notice/at any time/in the
limited circumstances specified in the Permanent
Global Note]

[Temporary Global Note exchangeable for Definitive
Notes on [e@] days’ notice]

[Permanent Global Note exchangeable for Definitive
Notes on [¢] days notice/at any time/in the limited
circumstances specified in the Permanent Global
Note]

Registered Notes:

Global Registered Note Certificate exchangeable for
individual Note Certificates on [¢] days notice/at any
time/in the limited circumstances specified in the
Global Registered Note Certificate

]
[Yes] [No.]

[Not Applicable]/[Applicable — see Annexure “A” to
these Final Terms]

(]

[Reg. S Compliance Category 2]/[TEFRA
C]/[TEFRA D/TEFRA not applicable]

[¢] per cent. of the Aggregate Nominal Amount

These Final Terms comprise the final terms required for the Notes described herein to be admitted to
trading on the [Market of the London Stock Exchange pursuant to the U.S.$4,000,000,000 Euro Medium
Term Note Programme of The Standard Bank of South Africa Limited and Standard Bank Group

Limited.]
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Signed on behalf of the Issuer:

Duly authorised
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PART B OTHER INFORMATION

LISTING
() Listing:
(ii)

Admission to trading:

(iii)

Estimate of total expenses
related to admission to trading:

RATING

Ratings:

USE OF PROCEEDS

YIELD
Indication of yield:

[INFORMATION REQUIRED BY
THE COMMERCIAL PAPER
REGULATIONS)®

Aggregate amount of commercial
paper (as defined in the Commercial
Paper Regulations) issued by the Issuer
prior to the Issue Date;

To the best of the I ssuer's knowledge
and belief, the Issuer estimates that it
will issue during the Issuer's current
financial year "commercial paper" (as
defined in the Commercial Paper
Regulations) in the following aggregate
amount (excluding this Tranche of
Notes):

OPERATIONAL INFORMATION
ISIN:
Common Code:

CFl:

FISN:

London

Application has been made for the Notes to be
admitted to trading on the Market of the London
Stock Exchange with effect from [+].

4]

The Notes to be issued have been rated:
[Moody's*: []]
[Fitch*: []]

[General corporate purposes] / [The Notes are
intended to be issued as Green Bonds, [further
particulars (including category of Green Projects) to

be provided]]

1]

4]

(]

1]
(]

[ See the website of the Association of National
Numbering Agencies (ANNA) or alternatively
sourced from the responsible National Numbering
Agency that assigned the | SIN/Not Applicable/Not
Available]

[ See the website of the Association of National

®To be deleted where SBSA is the relevant Issuer. To be completed where SBG s the relevant Issuer and Notes are offered in
South Africa. Deleteif Notes are not offered in South Africa
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Any clearing system(s) other than
Euroclear Bank SA/NV and
Clearstream Banking, S.A. and the
relevant identification number(s):
Delivery:

Names and addresses of additional
Paying Agent(s) if any:

Relevant Benchmark[g]:

Numbering Agencies (ANNA) or aternatively
sourced from the responsible National Numbering
Agency that assigned the I SIN/Not Applicable/Not
Available]

(If the CFI and/or FISN is not required, requested or
available, it/they should be specified to be "Not
Applicable")

[Not Applicable/[+]]

Delivery [against/free of] payment
[]

[[specify benchmarKk] is provided by [administrator
legal name]]. As at the date hereof, [[administrator
legal name][appears]/[does not appear]] in the register
of administrators and benchmarks established and
maintained by ESMA pursuant to Article 36 (Register
of administrators and benchmarks) of the Benchmark
Regulation]/[Asfar asthe Bank is aware, as at the
date hereof, [specify benchmark] does not fall within
the scope of the Benchmark Regulation/the
transitional provisionsin Article 51 of the Benchmark
Regulation apply, such that [administrator legal
name] is not currently required to obtain authorisation
or registration (or, if located outside the EU,
recognition, endorsement or equivalence)]/[Not
Applicable]
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FORM OF PRICING SUPPLEMENT
Pricing Supplement dated [*]

[MiFID Il product governance/ Professional investors and ECPs only target market — Solely for the
purposes of [the/each] manufacturer’s product approval process, the target market assessment in respect
of the Notes has led to the conclusion that: (i) the target market for the Notes is eligible counterparties and
professional clients only, each as defined in Directive 2014/65/EU (as amended, "MiFID [1"); and (ii) all
channels for distribution of the Notes to eligible counterparties and professional clients are appropriate.
Any person subsequently offering, selling or recommending the Notes (a "distributor™) should take into
consideration the manufacturer[' §/s'] target market assessment; however, a distributor subject to MiFID 11
isresponsible for undertaking its own target market assessment in respect of the Notes (by either adopting
or refining the manufacturer['s/s’] target market assessment) and determining appropriate distribution
channels]

[PROHIBITION OF SALES TO EEA RETAIL INVESTORS — The Notes are not intended to be
offered, sold or otherwise made available to and should not be offered, sold or otherwise made available
to any retail investor in the EEA. For these purposes, a retail investor means a person who is one (or
more) of: (i) aretail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as amended,
"MiFID I1"); or (ii) a customer within the meaning of Directive 2002/92/EC (as amended or superseded,
the "Insurance M ediation Directive"), where that customer would not qualify as a professional client as
defined in point (10) of Article 4(1) of MiFID II; or (iii) not a qualified investor as defined in EU
Directive 2003/71/EC (as amended or superseded, including by Directive 2010/73/EU). Consequently, no
key information document required by Regulation (EU) No 1286/2014 (the "PRIIPs Regulation") for
offering or selling the Notes or otherwise making them available to retail investors in the EEA has been
prepared and therefore offering or selling the Notes or otherwise making them available to any retail
investor in the EEA may be unlawful under the PRI1PS Regulation.]

NOTIFICATION UNDER SECTION 309B(1)(c) OF THE SECURITIES AND FUTURES ACT
(CHAPTER 289) OF SINGAPORE (the "SFA") — [In connection with Section 309B of the Securities
and Futures Act (Chapter 289) of Singapore (the “SFA”) and the Securities and Futures (Capital Markets
Products) Regulations 2018 of Singapore (the “CM P Regulations 2018"), the Issuer has determined, and
hereby notifies all relevant persons (as defined in Section 309A(1) of the SFA), that the Notes [are] / [are
not] prescribed capital markets products (as defined in the CMP Regulations 2018) and [are] [Excluded] /
[Specified] Investment Products (as defined in MAS Notice SFA 04-N12: Notice on the Sale of
Investment Products and MAS Notice FAA-N16: Notice on Recommendation on Investment Products.]®

NO PROSPECTUS IS REQUIRED IN ACCORDANCE WITH DIRECTIVE 2003/7VEC, AS
AMENDED IN CONNECTION WITH THIS ISSUE OF NOTES. THE UNITED KINGDOM
FINANCIAL CONDUCT AUTHORITY HAS NEITHER REVIEWED NOR APPROVED THE
INFORMATION CONTAINED IN THISPRICING SUPPLEMENT

[THE STANDARD BANK OF SOUTH AFRICA LIMITED
(Registration Number 1962/000738/06)

Legal Entity Identifier: QFC8ZCW3Q5PRXU1XTM60]*

[STANDARD BANK GROUP LIMITED
(Registration Number 1969/017128/06)

Legal Entity Identifier: 2549003PEZXUT7MDBU41]*
* Delete as applicable
Issue of [Aggregate Nominal Amount of Tranche] [Title of Notes]

under the U.S.$4,000,000,000
Euro Medium Term Note Programme

® For any Notes to be offered to Singapore investors, the Issuer to consider whether it needs to re-classify the Notes pursuant to
Section 309B of the SFA prior to the launch of the offer.
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PART A CONTRACTUAL TERMS

Terms used herein shall be deemed to be defined as such for the purposes of the Conditions set forth in
the base prospectus dated 10 May 2019 [and the supplement to the base prospectus dated [+] which
[together] constitutes] a base prospectus] (the "Base Prospectus*). This Pricing Supplement contains the
final terms of the Notes and must be read in conjunction with the Base Prospectus.

Full information on the Issuer and the Notes described herein is only available on the basis of a
combination of this Pricing Supplement and the Base Prospectus. The Base Prospectus is available for
viewing at [[address] [and] [www.londonstockexchange.com]] and copies may be obtained from
[address].

The following alternative language applies if the first tranche of an issue which is being increased was
issued under a base prospectus with an earlier date and the relevant terms and conditions from that base
prospectus with an earlier date were incorporated by reference in this Base Prospectus.

[Terms used herein shall be deemed to be defined as such for the purposes of the Conditions (the
"Conditions') set forth in the base prospectus dated [original date]. This Pricing Supplement contains the
final terms of the Notes and must be read in conjunction with the base prospectus dated [current date]
[and the supplemental Base Prospectus dated [date]] which [together] congtitute]s] a base prospectus (the
"Base Prospectus") save in respect of the Conditions which are extracted from the base prospectus dated
[original date] and are incorporated by reference in the Base Prospectus.

Full information on the Issuer and the offer of the Notes described herein is only available on the basis of
the combination of this Pricing Supplement and the Base Prospectus [as so supplemented]. The Base
Prospectus [and the supplemental Base Prospectus] [is]/[are] available for viewing at [address].]

1 | ssuer: [The Standard Bank of South Africa Limited]

[Standard Bank Group Limited)]

2. 0] [Series Number: []
(i) [Tranche Number: []

(iii) Date on which the Notes will [The Notes will be consolidated and form a single

be consolidated and form a Series with [¢] on [the Issue Date] [the exchange of

single Series: the Temporary Global Note for interests in the

Permanent Global Note, as referred to in paragraph 24
below.]/[Not applicable].]

3. Specified Currency or Currencies: [°]
4, Aggregate Nominal Amount:
@) Series: [*]
(i) Tranche: [°]
5. Issue Price: [¢] per cent. of the Aggregate Nominal Amount [plus
accrued interest from [insert date]
6. () Specified Denominations: []
(i) Calculation Amount []
7. (i) Issue Date: []
(i) Interest Commencement Date:  [*]]
8. Maturity Date: []
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10.

11.

12.

13.

Interest Basis:

Redemption/Payment Basis:

Put/Call Options:

Status of the Notes:

M ethod of distribution:

[[*] % Fixed Rate]

[[LIBOR]/[EURIBOR]/[BBSWY]/[Other] +/—[°] per
cent. Floating Rate]

[Reset Notes]

[Zero Coupon]

[Other]

[Redemption at par]
[Investor Put]

[Issuer Call]

[Other]

[Reset Notes]
[Unsubordinated Notes)

[Subordinated Notes that are not Tier 2 Notes—
Condition 4(b) applies]

[Tier 2 Notes — Condition 4(c) applies]
[Syndicated/Non-syndicated]

PROVISIONSRELATING TO INTEREST (IF ANY) PAYABLE

14.

15.

Fixed Rate Note Provisions:

Q) Rate[(9)] of Interest:

(i) Interest Payment Date(s):

(iii) Fixed Coupon Amount[(s)]:

(iv) Broken Amount(s):

(v) Day Count Fraction:

(vi) Determination Dates:
Floating Rate Note Provisions
0] Specified Period:

(i) Specified Interest Payment
Dates:

(iii) Business Day Convention:

[Applicable/Not Applicable]

[¢] per cent. per annum [payable [annually/ semi-
annually/ quarterly/monthly] in arrear]

[¢] in each year [adjusted in accordance with [¢]/Not
adjusted]

[*] per Calculation Amount
[]

[Actual/Actual (ICMA)]/[Actual/365]/[Actual/Actual
(ISDA)]/[Actual/365

(Fixed)]/[Actual /360]/[30/360] /[ 30E/360] /[ Eurobond
Basig|/ [Other]

[¢] in each year

[Applicable/Not Applicable]

(]

(]

[Floating Rate Convention]/[Following Business Day
Convention]/ [Modified Following Business Day

Convention]/[Preceding Business Day Convention]/
[No Adjustment]/ [Other]
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16.

17.

(iv) Additional Business Centre(s):

(v) Manner in which the Rate(s)
of Interest iSare to be
determined:

(vi) Party responsible for
calculating the Rate(s) of
Interest and Interest

Amount(s) (if not the Fiscal
Agent):

(vii)  Screen Rate Determination:

Reference Rate:

Interest Determination
Date(s):

Relevant Screen Page:

Relevant Time:
Relevant Financia Centre:
Linear Interpolation:

(viii)  1SDA Determination:
Floating Rate Option:
Designated Maturity:
Reset Date:

Linear Interpolation:

(ix) Margin(s):

x) Minimum Rate of Interest:

(xi) Maximum Rate of Interest:

(xii)  Day Count Fraction:

Zero Coupon Note Provisions
Q) Accrud Yied:
(i) Reference Price:

Reset Note Provisions

[¢] [Not Applicable]

[Screen Rate Determination]/[ISDA Determination]/
[Other]

(]

[LIBOR]/[EURIBOR]/[BBSW]/[Other]

]

[LIBOR01]/[EURIBORO1]/[Reuters Screen BBSW
Page]

1]

1]

[Applicable]/[Not Applicable]

1]

1]

1]

[Applicable]/[Not Applicable]
[+/-][*] per cent. per annum
[¢] per cent. per annum

[¢] per cent. per annum

[Actual/Actual (ICMA)]/[Actual/365]/[Actual/Actual
(ISDA)]/[Actua/365
(Fixed)]/[Actual/360]/[30/360]/[ 30E/360]/[ Eurobond
Basig|

[Applicable/Not Applicable]
[¢] per cent. per annum

[]

[Applicable/Not Applicable]

(If not applicable, delete the remaining
subparagraphs of this paragraph)
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18.

(i)

(i)
(iii)
(iv)

v)

(vi)
(vi)
(viii)
(ix)
(x)
(xi)
(xi)
(xii)

(xiv)

(xv)

(xvi)

Initial Rate of Interest:

First Margin:
Subsequent Margin:

Interest Payment Date(s):

Fixed Coupon Amount to (but
excluding) the First Reset
Date:

(Applicable to
definitive form)

Notes in

First Reset Date:

Second Reset Date:
Subsequent Reset Date(s):
Relevant Screen Page:
Mid-Swap Rate:
Mid-Swap Maturity:
Fixed Leg Swap Duration:
Day Count Fraction:

Determination Date(s):

Business Day Convention:

Business Centre(s):

(xvii) Calculation Agent:

Floating Rate Reset Note Provisions

(i)

(i)
(iii)

(iv)

Date on which Floating Rate
Reset Note Provisions apply:

Specified Period:

Specified Interest Payment
Dates:

Business Day Convention:

[ ] per cent. per annum payable in arrear on
each Interest Payment Date

[+
[[+/-1[ 1 per cent. per annum] [Not Applicable]

] per cent. per annum

i ] in each year up to and including the
Maturity Date/[specify date] [adjusted in accordance
with paragraphs 17 (xv) and (xvi) below]]

[ ] per Calculation Amount

[ ]

[ ]/[Not applicabl €]

[ ] [and [ 11 [Not applicable]

[ ]

[Single Mid-Swap Rate/Mean Mid-Swap Rate]
[ ]

[ ]

[30/360 or 360/360 or Actual/Actua (ICMA)]
i ] in each year][Not Applicable]

(Only relevant where Day Count Fraction is
Actual/Actual (ICMA). In such a case, insert regular
interest payment dates, ignoring issue date or
maturity date in the case of a long or short first or
last coupon).

[Not Applicable/ Following Business Day
Convention/Preceding Business Day Convention/
Modified Following Business Day Convention]

[ ]/[Not Applicable]
[ ]
[Applicable/Not Applicable]

[First Reset Date]/[ Second Reset Date]/[ Other]

(]
]
[Floating Rate Convention]/[Following Business Day

Convention]/ [Modified Following Business Day
Convention]/[Preceding Business Day Convention]/
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v)
(vi)

(vii)

(viii)

(ix)

19.
(i)
(if)
(iii)
(iv)

PROVISIONSRELATING TO REDEMPTION

Additional Business Centre(s):

Manner in which the Rate(s)
of Interest isare to be
determined:

Party responsible for
calculating the Rate(s) of
Interest and I nterest

Amount(s) (if not the Fiscal
Agent):

Screen Rate Determination:
Reference Rate:
Interest
Date(s):
Relevant Screen Page:
Relevant Time:

Relevant Financia Centre:
Linear Interpolation:
ISDA Determination:
Floating Rate Option:
Designated Maturity:
Reset Date:

Linear Interpolation:
Margin(s):

Minimum Rate of |nterest:

Maximum Rate of Interest:

Day Count Fraction:

20. Call Option

(i)
(i)

(iii)

Optional Redemption Date(s):

Optional Redemption

Amount(s) and method, if any,

of calculation of such
amount(s):

If redeemable in part:

Determination

[No adjustment]/ [Other]
[*] [Not Applicable]

[Screen Rate Determination]/[ISDA Determination]/
[Other]

4]

[LIBOR]/[EURIBOR]/[BBSW]

[]
[Applicable]/[Not Applicable]

]

]

]

[Applicable]/[Not Applicable]
[+/-]1[] per cent. per annum
[¢] per cent. per annum

[¢] per cent. per annum

[Actual/Actual (ICMA)]/[Actual/365]/[Actual/Actual
(ISDA)]/[Actua/365
(Fixed)]/[Actual/360]/[30/360]/[30E/360]/[ Eurobond
Basig|

[Applicable/Not Applicable]
[]

[*] per Calculation Amount

-111-



@ Minimum [¢] per Calculation Amount
Redemption Amount:

(b) Maximum [¢] per Calculation Amount
Redemption Amount:

21. Put Option [Applicable/Not Applicable]
() Optional Redemption Date(s):  [°]

(i) Optional Redemption [°]
Amount(s) and method, if any,
of calculation of such
amount(s):

(iii) Optional redemption for [Applicable]/[Not Applicable]
Subordinated Notes upon a
Changein Law:

22. Optional Redemption for [Applicable]/[Not Applicable]
Subordinated Notes upon a Change
inLaw:

23. Final Redemption Amount of each [¢] per Calculation Amount
Note

24, Early Redemption Amount

Early Redemption Amount(s) per [¢]
Calculation Amount:

25. Early Termination Amount []

Early Termination Amount per
Calculation Amount

26. Substitution and Variation for Tier 2 [Applicable/Not Applicable]
Notes:

27. Substitution and Variation for Tier 2 [Applicable/Not Applicable]
Notesupon a Changein Law:

28. Option to disapply Non-viability [Applicable/Not Applicable]
Loss Absorption Condition for Tier
2 Notes pursuant to Condition 4(e):

GENERAL PROVISIONSAPPLICABLE TO THE NOTES
29. Form of Notes: Bearer Notes:

[Temporary Global Note exchangeable for a
Permanent Global Note which is exchangeable for
Definitive Notes on [¢] days' notice/at any time/in the
limited circumstances specified in the Permanent
Global Note]

[Temporary Global Note exchangeable for Definitive
Notes on [e] days' notice]

[Permanent Global Note exchangeable for Definitive
Notes on [¢] days notice/at any time/in the limited
circumstances specified in the Permanent Global
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30.
31.

32.

Additional Financial Centre(s):

Talons for future Coupons or Receipts
to be attached to Definitive Notes (and
dates on which such Talons mature):

Commercial Paper Regulations

DISTRIBUTION

33.

35.

36.
37.

38.

Q) If syndicated, names of
Managers:

(i) Date of Subscription
Agreement

If non-syndicated, name and address of
Dedler:

U.S. Selling Restrictions:

Stabilising Manager(s):
Total commission and concession:

Additional Terms and Conditions:

[ADMISSION TO TRADING

Note]

Registered Notes:

Globa Registered Note Certificate exchangeable for
individual Note Certificates on [+] days notice/at any

time/in the limited circumstances specified in the
Global Registered Note Certificate

(]
[Yes] [No.]

[Not applicable]/[Applicable — see Annexure “A” to
the Pricing Supplement]

4]

(]

4]

[Reg. S Compliance Category 2]/[TEFRA
C]/[TEFRA D/TEFRA not applicable]

(]

[¢] per cent. of the Aggregate Nominal Amount
(]

This Pricing Supplement comprises the final terms required for the Notes described herein to be admitted
to trading on the [¢] pursuant to the U.S.$4,000,000,000 Euro Medium Term Note Programme of The
Standard Bank of South Africa Limited and Standard Bank Group Limited.]

Signed on behalf of the I'ssuer:

By:

Duly authorised
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PART B OTHER INFORMATION

LISTING
Q) Listing:

(i) Admission to trading:

(iii) Estimate of total expenses
related to admission to
trading:

RATING

Ratings:

USE OF PROCEEDS

YIELD

Indication of yield:
OPERATIONAL INFORMATION
ISIN:

Common Code:

CFl:

FISN:

Any clearing system(s) other than
Euroclear Bank SA/NV and
Clearstream Banking, S.A. and the
relevant identification number(s):

Delivery:

Relevant Benchmark[g]:

(1]

Application has been made for the Notes to be
admitted to trading on [¢] with effect from [¢]. [Not
Applicable]

(]

The Notes to be issued have been rated:
[Moody's*: [*]]
[Fitch*: [*]]

[General corporate purposes] / [The Notes are
intended to be issued as Green Bonds, [further
particulars (including category of Green Projects) to
be provided]]

(]

(1]
1]

[ See the website of the Association of National
Numbering Agencies (ANNA) or aternatively sourced
from the responsible National Numbering Agency that
assigned the ISIN/Not Applicable/Not Available]

[ See the website of the Association of National
Numbering Agencies (ANNA) or alternatively sourced
from the responsible National Numbering Agency that
assigned the ISIN/Not Applicable/Not Available]

(If the CFI and/or FISN is not required, requested or
available, it/they should be specified to be "Not
Applicable")

[Not Applicable/[+]]

Delivery [against/free of] payment

[[specify benchmarKk] is provided by [administrator
legal name]]. As at the date hereof, [[administrator
legal name][appears]/[does not appear]] in the register
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of administrators and benchmarks established and
maintained by ESMA pursuant to Article 36 (Register
of administrators and benchmarks) of the Benchmark
Regulation]/[As far asthe Bank is aware, as at the date
hereof, [specify benchmark] does not fall within the
scope of the Benchmark Regulation/the transitional
provisionsin Article 51 of the Benchmark Regulation
apply, such that [administrator legal name] is not
currently required to obtain authorisation or
registration (or, if located outside the EU, recognition,
endorsement or equivalence)]/[Not Applicable]
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ANNEXURE "A" TO THE PRICING SUPPLEMENT
COMMERCIAL PAPER REGULATIONS

promulgated in terms of the Banks Act under Government Notice number 2172 published in Government Gazette

number 16167, dated 14 December 1994

Disclosurerequirementsin terms of paragraph 3(5) of the Commercial Paper Regulations

The information required to be disclosed in terms of paragraph 3(5) of the Commercia Paper Regulations
is set out in this Annexure "A" (except where such information is disclosed in the Base Prospectus and/or
the Pricing Supplement):

1

Issuer and Ultimate Borrower (paragraph 3(5)(a) of the Commercial Paper Regulations)

The Issuer of the relevant Tranche of Notes is Standard Bank Group Limited (incorporated with
limited liability under registration number 1969/017128/06 in South Africa).

The "ultimate borrower" is [the Issuer] [specify other].
Going concer n (paragraph 3(5)(b) of the Commercial Paper Regulations)

The Issuer is a going concern and can in all circumstances be reasonably expected to meet its
commitments, thereby reflecting the adequacy of the liquidity and solvency of the Issuer.

Auditor (paragraph 3(5)(c) of the Commercial Paper Regulations)

The auditors of the Issuer as at the Issue Date are [@] and [e].

[e] and [e@] have acted as the auditors of the Issuer's latest audited financial statements.

Total amount of Commer cial Paper (paragraph 3(5)(d) of the Commercial Paper Regulations)

@ [The Issuer has not, prior to the Issue Date, issued any "commercial paper" (as defined
in the Commercial Paper Regulations).]

[The Issuer has, prior to the Issue Date, issued "commercial paper” (as defined in the
Commercial Paper Regulations) in an aggregate amount of U.S.$[e].]

(b) [As at Issue Date, to the best of the Issuer's knowledge and belief, the Issuer estimates
that it will not issue any "commercial paper” (as defined in the Commercial Paper
Regulations) during the Issuer's current financial year (excluding this Tranche of
Notes).]

[As at Issue Date, to the best of the Issuer's knowledge and belief, the Issuer estimates
that it will issue "commercial paper” (as defined in the Commercial Paper Regulations)
in an aggregate amount of U.S.$[e] during the Issuer's current financial year (excluding
this Tranche of Notes).]

Other information (paragraph 3(5)(€) of the Commercial Paper Regulations)

All information that may reasonably be necessary to enable the investor to ascertain the nature of
the financial and commercial risk of its investment in this Tranche of Notes is contained in the
Base Prospectus and the Pricing Supplement.

Material adver se change (paragraph 3(5)(f) of the Commercial Paper Regulations)

Save as disclosed in the Base Prospectus [and as set out below], there has been no material
adverse change in the Issuer's financial position since the date of the Issuer's last audited
financial statements.

[give details, if applicable]
Listing (paragraph 3(5)(g) of the Commercial Paper Regulations)

This Tranche of Notes will be [unlisted] [listed on [the Regulated Market of the London Stock
Exchange] [specify other]].

Use of proceeds (paragraph 3(5)(h) of the Commercia Paper Regulations)

[The proceeds of the issue of this Tranche of Notes will be used by the Issuer for its general
corporate purposes] [specify other]
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10.

11.

Security (paragraph 3(5)(i) of the Commercia Paper Regulations)
This Tranche of Notesis[secured] [unsecured].
Auditors confirmation (paragraph 3(5)(j) of the Commercia Paper Regulations)

[®], being one of the Issuer's auditors as at the Issue Date, have confirmed in writing that nothing
has come to their attention which causes them to believe that the issue of this Tranche of Notes
under the Programme, pursuant to the Base Prospectus (as read with the Pricing Supplement)
will not comply in all material respects with the provisions of the Commercial Paper
Regulations.

Audited financial statements (paragraphs 3(5)(j)(i) and (j)(ii) of the Commercial Paper
Regulations)

Where, in relation to the issue and placing of this Tranche of Notes, the Base Prospectus and/or
the Pricing Supplement is distributed and/or made available for inspection in South Africa, a
copy of the Issuer's latest audited annual financial statements will at all times separately
accompany (either by electronic delivery or by physical delivery) the Base Prospectus and/or the
Pricing Supplement, as required by the Commercial Paper Regulations.
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SUMMARY OF PROVISIONSRELATING TO THE NOTESWHILE IN GLOBAL FORM
Clearing System Accountholders

Each Global Note will be in bearer or registered form. Consequently, in relation to any Tranche of Notes
represented by a Global Registered Note Certificate, references in the Conditions to "Noteholders' are
references to the registered holder of the relevant Global Registered Note Certificate which, for so long as
the Global Registered Note Certificate is registered in the name of a depositary or a common depositary
for Euroclear and/or Clearstream, Luxembourg and/or any other relevant clearing system, will be that
depositary or common depositary. In relation to any Tranche of Notes represented by a Globa Note in
bearer form, references in the Conditions to "Noteholder" are references to the bearer of the relevant
Global Note which, for so long as the Global Note is held by a depositary or a common depositary will be
that depositary or common depositary.

Each of the persons shown in the records of Euroclear and/or Clearstream, Luxembourg and/or any other
relevant clearing system as being entitled to an interest in a Global Note or a Global Registered Note
Certificate (each an "Accountholder™) must look solely to Euroclear and/or Clearstream, Luxembourg
and/or such other relevant clearing system (as the case may be) for such Accountholder's share of each
payment made by the relevant Issuer to the holder of such Global Note or Global Registered Note
Certificate and in relation to all other rights arising under such Global Note or Global Registered Note
Certificate. The extent to which, and the manner in which, Accountholders may exercise any rights
arising under the Global Note or Globa Registered Note Certificate will be determined by the respective
rules and procedures of Euroclear and Clearstream, Luxembourg and any other relevant clearing system
from time to time. For so long as the relevant Notes are represented by a Global Note or Globa
Registered Note Certificate, Accountholders shall have no claim directly against the relevant Issuer in
respect of payments due under the Notes and such obligations of the relevant Issuer will be discharged by
payment to the holder of such Global Note or Global Registered Note Certificate.

Conditions applicable to Global Notes and Global Registered Note Certificates

Each Global Note and Global Registered Note Certificate will contain provisions which modify the
Terms and Conditions of the Notes as they apply to the Global Note or Global Registered Note
Certificate. The following is a summary of certain of those provisions:

Payments: All payments in respect of the Global Note or Global Registered Note Certificate which,
according to the Terms and Conditions of the Notes, require presentation and/or surrender of a Note, Note
Certificate or Coupon will be made against presentation and (in the case of payment of principal in full
with all interest accrued thereon) surrender of the Global Note or Global Registered Note Certificate to or
to the order of any Paying Agent and will be effective to satisfy and discharge the corresponding
liabilities of the relevant Issuer in respect of the Notes. On each occasion on which a payment of principal
or interest is made in respect of the Globa Note, the relevant Issuer shall procure that the payment is
noted in a schedul e thereto.

Payment Business Day: In the case of a Global Note, or a Global Registered Note Certificate, shall be, if
the currency of payment is euro, any day which is a TARGET Settlement Day and a day on which
dealings in foreign currencies may be carried on in each (if any) Additional Financial Centre; or, if the
currency of payment is not euro, any day which is a day on which dealings in foreign currencies may be
carried on in the Principal Financial Centre of the currency of payment and in each (if any) Additional
Financial Centre.

Payment Record Date: Each payment in respect of a Global Registered Note Certificate will be made to
the person shown as the Holder in the Register at the close of business (in the relevant clearing system) on
the Clearing System Business Day before the due date for such payment (the "Record Date") where
"Clearing System Business Day" means a day on which each clearing system for which the Global
Registered Note is being held is open for business. Where payment in respect of a Global Registered Note
Certificate is to be made by cheque, the cheque will be mailed to the address shown as the address of the
Holder in the Register at the opening of business on the relevant Record Date.

Exercise of put option: In order to exercise the option contained in Condition 10(e) (Redemption at the
option of Noteholders) the bearer of the Permanent Global Note or the holder of a Global Registered Note
Certificate must, within the period specified in the Conditions for the deposit of the relevant Note

-118-



Certificate and put option notice, give written notice of such exercise to the Fiscal Agent specifying the
principal amount of Notes in respect of which such option is being exercised. Any such notice will be
irrevocable and may not be withdrawn.

Partial exercise of call option: In connection with an exercise of the option contained in Condition 10(d)
(Redemption at the option of the relevant Issuer) in relation to some only of the Notes, the Permanent
Globa Note or Global Registered Note Certificate may be redeemed in part in the principal amount
specified by the relevant Issuer in accordance with the Conditions and the Notes to be redeemed will not
be selected as provided in the Conditions but in accordance with the rules and procedures of Euroclear
and Clearstream, L uxembourg.

Notices: Notwithstanding Condition 20 (Notices), while all the Notes are represented by a Permanent
Global Note (or by a Permanent Global Note and/or a Temporary Global Note) or a Global Registered
Note Certificate and the Permanent Global Note is (or the Permanent Global Note and/or the Temporary
Global Note are), or the Global Registered Note Certificate, is deposited with a depositary or a common
depositary for Euroclear and/or Clearstream, Luxembourg and/or any other relevant clearing system,
notices to Noteholders may be given by delivery of the relevant notice to Euroclear and/or Clearstream,
Luxembourg and/or any other relevant clearing system and, in any case, such notices shall be deemed to
have been given to the Noteholders in accordance with Condition 20 (Notices) on the date of delivery to
Euroclear and/or Clearstream, Luxembourg and/or any other relevant clearing system.
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USE OF PROCEEDS

The net proceeds of the issue of each Tranche of Notes will be applied by the relevant Issuer for its
general corporate purposes

Notes may be issued as green bonds ("Green Bonds') and the relevant Final Terms or Pricing
Supplement will indicate whether or not the Notes are intended to constitute Green Bonds and will
provide additional information in relation to the intended use of proceeds in respect of any Green Bonds
(including for which category of Green Projects the proceeds of the Green Bonds will be used).
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DESCRIPTION OF STANDARD BANK GROUPLIMITED
Overview

Standard Bank Group Limited ("SBG") and its subsidiaries (together the "Group") is the largest financial
services group in Africa (measured by assets) as at 31 December 2018. SBG is the Group's listed holding
company and holds the entire issued share capital of the Group's primary banking entity, The Standard
Bank of South AfricaLimited ("SBSA"), aswell as other banking and financial services entities. SBG has
been listed on the Johannesburg Stock Exchange, operated by JSE Limited (the "JSE") since 1970, with a
secondary listing on the Namibian Stock Exchange.

As at 31 December 2018, SBG had total assets of R2,126,962 million (compared to R2,027,928 million
as at 31 December 2017) and had headline earnings of R27,865 million for the year ended 31 December
2018 (compared to R26,270 million for the year ended 31 December 2017). Banking headline earnings
grew 7 per cent. to R25,847 million for the year ended 31 December (compared to R24,268 million for
the year ended 31 December 2017). The Group’s Return on Equity ("ROE") improved to 18.0 per cent.
for the year ended 31 December 2018, from 17.1 per cent. for the year ended 31 December 2017, and its
Common Equity Tier 1 Ratio remained unchanged from 2017 at 13.5 per cent. as at 31 December 2018.

Originally founded in 1862, the Group was a member of Standard Chartered Bank group ("Standard
Chartered") until 1987. Since that time, the Group has focused on consolidating its position as the
premier financial services organisation in South Africa, with an operational footprint in an additional 19
African countries covering East Africa (incorporating Kenya, South Sudan, Tanzania and Uganda), South
& Central Africa (incorporating Botswana, Lesotho, Malawi, Mauritius, Mozambigque, Namibia, eSwatini,
Zambia and Zimbabwe) and West Africa (incorporating Angola, Democratic Republic of Congo, Ghana,
Ivory Coast and Nigeria). The Group aso has a presence in five major international markets (Beijing,
Dubai, London, New Y ork and S&o Paulo). It also offersinternational financial servicesin thelsle of Man,
Jersey and Mauritius. The Group has over 53,000 permanent employees, and a market capitalisation of
R289 hillion. Since 3 March 2008, it has been in a strategic partnership with Industrial and Commercial
Bank of China ("ICBC"), the world's largest bank, which owns a 20.1 per cent. share of SBG.

SBG's vision is to be the leading financial services organisation in, for and across Africa by delivering
exceptional client experiences and superior value. SBG offers afull range of banking and related financial
services, including retail, corporate, commercial and investment banking services to individuals and
companies across Africa, as well as life insurance and investment management, through its controlling
interest in the South African-listed Liberty Holdings Limited ("Liberty").

SBG operates as three principal business units:
(1) Personal & Business Banking (including Wealth);
(2) Corporate & Investment Banking; and
(3) Liberty

Personal & Business Banking ("PBB") provides banking and other financial services to individual
customers and small-to-medium sized enterprises in South Africa, in 19 countries in sub-Saharan Africa
outside of South Africa (the "Africa Regions') and the Channel Islands. PBB provides the following
product sets; mortgage lending, vehicle and asset finance, card products, transactional products, lending
products and wealth products. Wealth services and product offerings include insurance, investment,
fiduciary, specialised banking and multi-generational wealth preservation solutions to high net worth,
retail, business and commercial, and corporate clients across the Group. For the year ended 31 December
2018, PBB recorded headline earnings of R15,548 million, constituting 56 per cent. of SBG's headline
earnings’ (compared to R14,103 million and 54 per cent., respectively, for the year ended 31 December
2017). As at 31 December 2018, assets attributable to PBB constituted 36 per cent. of SBG's total assets'
(35 per cent. asat 31 December 2017).

These figures do not reflect indirect support costs borne by “Central and other”, which provides centralised support and back
office functions to the principal business units, including legal and compliance, human capital, finance, governance, assurance,
IT, procurement, marketing, real estate, risk management, group shared services and corporate socia investment. Neither do
these figures include SBG' s share from its “ Other banking interests’, being ICBC Standard Bank Plc and ICBC Argentina.
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Corporate & Investment Banking ("CIB") provides corporate and investment banking services to
governments, parastatals, larger corporates, financial institutions and multinational corporates and
includes global markets, transactional products and services and investment banking. CIB contributed 40
per cent. of SBG's headline earnings® for the year ended 31 December 2018 (compared to 43 per cent. for
the year ended 31 December 2017) and constituted 46 per cent. of its total assets' as at 31 December 2018
(compared to 45 per cent. as at 31 December 2017).

The Group operates through subsidiaries within the Africa Regions ("AR") in 20 countries, providing the
full banking offering of the Group. AR legal entities recorded R8,025 million, constituting 31 per cent., of
SBG's banking headline earnings (compared to R6,751 million constituting 28 per cent. respectively for
the year ended 31 December 2017) and contributing 20 per cent. of SBG's total banking assets for the
year ended 31 December 2018 (compared to 17 per cent. for the year ended 31 December 2017). Africa
Regions are split into East Africa (incorporating Kenya, South Sudan, Tanzania and Uganda), South &
Central African (incorporating Botswana, Lesotho, Malawi, Mauritius, Mozambique, Namibia, eSwatini,
Zambia and Zimbabwe) and West Africa (incorporating Angola, Democratic Republic of the Congo,
Ghana, Ivory Coast and Nigeria).

Liberty provides life insurance and investment management activities through Liberty Group Limited
and STANLIB respectively, both subsidiaries of Liberty Holdings Group. Liberty offers South Africa
retail, business development and asset management. For the year ended 31 December 2018, Liberty
recorded headline earnings attributable to SBG of R1,600 million, constituting 6 per cent. of SBG’'s
headline earnings® (compared to R1,435 million and 5 per cent., respectively, for the year ended
31 December 2017) and Liberty constituted 20 per cent. of SBG's total assets' as at 31 December 2018
(compared to 21 per cent. as at 31 December 2017).

Other Interests consist of the Group’s other banking interests. These consist of a 40 per cent. share in
ICBC Standard Bank Pic ("ICBCS") and a 20 per cent. holding in Industrial and Commercial Bank of
China (ICBC) Argentina SA. ("ICBC Argentina"), which are held in accordance with strategic
partnership agreements with ICBC. In the early 2000's the Group's strategy was to be an emerging
markets bank. After the global financial crisis, the Group adjusted the strategy to focus on Africa. As a
result, it exited the businesses outside of Africa which it no longer considered to be a core part of its
strategy. In 2012, SBG sold an 80 per cent. stake in Standard Bank Argentina (renamed ICBC Argentina)
to ICBC and in 2015 it sold a 60 per cent. stake in Standard Bank Plc (renamed ICBC Standard Bank Plc)
to ICBC. ICBC, as the majority shareholder, controls and runs these businesses. Standard Bank’s full exit
from these businesses is subject to the terms of the respective sale agreements. SBG’s current investments
in these entities are equity accounted, as associates, in its books and as such they are not included in
metrics that relate specifically to SBG’ s banking activities.

SBG isincorporated in South Africa as alimited liability company and operates under South African law.
SBG's registered address is 9th Floor, Standard Bank Centre, 5 Simmonds Street, Johannesburg, PO Box
7725, Johannesburg 2000, South Africa (telephone number: + 27 11 636 9111).

HISTORY

SBG is one of the oldest banks in South Africa having originally been incorporated in London as The
Standard Bank of British South Africa Limited in 1862. The word "British" was dropped from the Bank's
name in 1883. SBSA commenced operations in Port Elizabeth in 1863 and gradually expanded its
geographic area of operation to include the whole of South Africa.

In 1962, the shareholders of SBSA voted in favour of splitting the company into a South African
subsidiary company which retained the name SBSA, and a parent company, The Standard Bank Limited,
operating in London (subsequently to become Standard Chartered Bank plc).

In 1969, Standard Bank Investment Corporation Limited (subsequently to become SBG) was established
as the holding company for SBSA. SBG continued as a member of Standard Chartered until 1987 when
Standard Chartered sold its 39 per cent. ownership of SBG to Liberty Group Limited (the "LGL"),
transferring the holding company to local South African ownership. In July 1978, SBG accepted an offer
of a 25 per cent. shareholding in a new insurance company, Liblife Controlling Corporation (Proprietary)
Limited ("LCC"), which was formed to acquire a controlling interest in the LGL group's Liberty
Holdings. SBG’s equity interest in LCC was increased from 25 per cent. to 50 per cent. in July 1983. The
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acquisition ensured joint control of the LGL group with Liberty Investments. In February 1999 Standard
Bank agreed to purchase Liberty Investments’ 50 per cent. interest in LCC.

The severing of ties enabled SBG to go into competition with Standard Chartered in the Africa Regions
where a resurgence of economic growth appeared imminent. The first step was taken when the Union
Bank of Swaziland Limited, in which SBG had a major shareholding, became an operational commercial
bank in July 1988. In November 1992, SBG acquired the operations of ANZ Grindlays Bank in eight
African countries (Zimbabwe, Zambia, Kenya, Botswana, Uganda, Zaire (DRC) and minority interestsin
Nigeriaand Ghana), which set the Group on a path of African expansion over the next 15 years.

In 2007, SBG merged its Nigerian interests with those of IBTC Chartered Bank Plc, securing a
controlling interest in the merged entity Stanbic IBTC Bank Pic. In 2008, SBG acquired 60 per cent. of
CfC Bank in Kenya, and the operations of Stanbic Bank Kenya Limited were merged with those of CfC
Bank and the merged entity was renamed CfC Stanbic Bank Limited. In 2012, CfC Stanbic Bank Limited
opened a branch in the newly independent Republic of South Sudan. In 2014, the newly established Ivory
Coast representative office opened for business, and in 2015 the Ethiopian representative office opened,
bringing the Group’s footprint in Africato 20 countries.

During the 1990s, while SBG was building its African network, it also began establishing a footprint
overseas. In 1992, SBG was awarded a banking licence in London and Standard Bank London Holdings
Limited began operating. A number of acquisitions were made over the next two decades and by 2009,
SBG had developed from a South African bank into a broad-based financial services organisation with
niche investment banking operations focused on other emerging markets.

Effective 3 March 2008, SBG concluded a strategic partnership which resulted in ICBC becoming a
supportive, non-controlling 20.1 per cent. minority shareholder in SBG. An agreement was entered into
on 29 January 2014 in terms of which ICBC would, upon completion, acquire a controlling interest in
SBG's non-Africa business, focusing on commodities, fixed income, currencies, credit and equities

products. Under the agreement, ICBC acquired 60 per cent. of Standard Bank Plc from Standard Bank
London Holdings for cash on 1 February 2015, resulting in the name change to ICBC Standard Bank Plc.

CORPORATE STRUCTURE

SBG's sole function is to act as the ultimate holding company of the Group. It's revenues, therefore, are
derived solely from dividends and loan repayments received from its subsidiaries and associates.

SBG's authorised share capital comprises of the following:

e  2,000,000,000 ordinary shares with a par value of R0.10 each;

e 8,000,000 cumulative, non-redeemable preference shares of R1 each; and

e 1,000,000,000 non-redeemable, non-cumulative, non-participating preference shares of R0.01 each.
Asat 31 December 2018, SBG had issued share capital as follows:

e 1,619,268,169 ordinary shares of R0.10 each;

e 8,000,000 cumulative, non-redeemable preference shares of R1 each; and

e 52,982,248 non-redeemable, non-cumulative, non-participating preference shares of R0.01 each.

The chart below presents a summary of SBG's corporate structure as at 31 December 2018. For more
information, see the SBG 2018 Audited Financial Statements on pages 120 to 133:
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As at 31 December 2018, the ten largest shareholdersin SBG beneficially held 43.1 per cent. of SBG's
ordinary shares. The following table sets out the ten largest shareholders as at 31 December 2018 and 31
December 2017.

2018 2017
Number of shares Number of shares
(million) % holding (million) % holding

Industrial and Commercial Bank of China............ccccccevnrcicnne. 325.0 20.1 325.0 20.1
Government Employees Pension Fund (PIC) ........cccooevereneecnenne. 199.7 12.3 199.6 12.3
Allan Gray Balanced FUNd.............coviinennineeeeeeee e 29.7 18 27.8 17
Alexander Forbes Investments (prev. Investment Solutions) ....... 25.8 16 28.3 18
Old Mutua Life Assurance COmMpPany .........cccceeeeeeeereerereeseseseenes 238 15 19.7 12
Vanguard Emerging Markets Fund ............ccoeoeneinenncnieicneene 221 14 238 15
GIC AsSet ManNagemeNt ........cceveerereeeeeeeee s 21.0 13 18.3 11
Vanguard Total International Stock Index Fund..........cccoceenunene 194 12 16.5 1.0
Dimensional Emerging Markets Value Fund ............ccccccoveennnene 16.8 1.0 17.1 11
Government Of NOIWAEY ........couererireeinieerieere et 14.8 0.9 9.6 0.6

698.1 43.1 685.7 42.4

Source: The shareholdingsin the table are determined from the share register and investigations conducted on SBG's behalf in terms
of section 56 of the Companies Act. 71 of 2008.

STRATEGY

SBG aims to be the leading financial services organisation in, for and across Africa, delivering
exceptional client experiences and superior value. SBG expresses its purpose as ‘Africa is our home, we
drive her growth’. It is present in 20 African countries, and has a presence in five major international
markets (Beijing, Dubai, London, New Y ork and S&o Paulo). It offers international financial servicesin
Isle of Man, Jersey, and Mauritius. The Group has over 53,000 permanent employees, and SBG has a
market capitalisation of R289 billion. Since 2008, it has been in a strategic partnership with ICBC, the
world' s largest bank, which owns a 20.1 per cent. share of SBG.

SBG hasfive strategic value drivers against which it measures progress:
e client focus — consistently excellent client experiences, serving clients' needs holisticaly and
seamlessly across the Group, and ensuring that employees and processes are outwardly focused

on clients as their needs and expectations change;

e employee engagement — employees feel connected with the SBG purpose, and are empowered
and recognised;

e risk and conduct — do the right business the right way;

e financial outcomes— deliver superior value to shareholders; and
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e social, economic and environmental impact — make a positive impact toward Africa’ s prosperity,
economic growth and sustainability.

Its strategy is designed to realise the opportunities presented by Africa’s long-term growth and to ensure
that core business activities contribute to inclusive, job creating growth and sustainable value creation in
its countries of operation. Since 2017, SBG has made considerable progress in aligning governance,
planning, performance assessment and reporting processes to these strategic value drivers. These changes
aim to ensure that the Group delivers shareholder value while simultaneously providing excellent client
experiences and delivering positive impacts in the communities in which it operates.

SBG's clients are at the core of its business. Over the past two years the Group has made significant
changes to its operating models, improving client focus and delivering a more digitally enabled,
integrated offering, able to serve clients' needs holistically across business areas and geographies. This
includes enhancing its capability to use data to gather insights regarding customer behaviours and to
deliver services tailored to individual needs. Group-wide integration includes closer collaboration with
Liberty and ICBC, to ensure clients are offered afull suite of financia services appropriate to their needs,
while also improving internal efficiencies and controlling costs. For example, CIB, PBB and Wealth
work together to offer solutions not only for the client, but also for their employees, their suppliers and
service providers, and their shareholders.

SBG encourages its employees to embrace innovation and continuous improvement. SBG is seeking to
prepare employees for an increasingly digital business model, with targeted training programmes in key
areas. SBG's Employee Net Promoter Score ("NPS") in 2018 was +23, an increase from +14 in 2017.

SBG's business in South Africa produces the magjority of the capital needed to execute SBG's strategy on
the African continent. As SBG's largest business entity, SBSA’s balance sheet is an important resource
for the Group. South Africa contributed 62 percent. of banking headline earnings in 2018 and Africa
Regions (African countries other than South Africa) contributed 31 per cent.. The top five contributors to
the African Regions' headline earnings were Angola, Mozambique, Uganda, Ghana and Nigeria. Business
outside of Africa, inthe Idle of Man and Jersey, accounted for 7 per cent.

The key elements of the Group's strategy are as follows:
Personal & Business Banking
Radically redefine client experiences by understanding and delivering what matters most to clients

PBB aims to provide a single and complete connection with every client, and a personalised bank for
every moment in life. It is present in 15 African countries, with a large and diverse customer base. It
offers banking and other financial services to individual clients and small and medium enterprises
("SMESs") including transactional products, mortgage lending, card products, vehicle and asset finance
and lending products.

SBG measures client satisfaction using a net promoter score for PBB and Wealth. NPS indicates how
likely a retail client is to recommend Standard Bank for good service. It is calculated by subtracting
detractors from promoters. This value can range from -100 if every client is a detractor to +100 if every
client isapromoter. Any score above zero means there are more promoters than detractors.

In 2018, PBB South Africa’'s NPS score was 70, up from 66 in 2017, and 53 in 2016. PBB Africa's
Region’s NPS score was 25, up from 16 in 2017 and 15 in 2016. This was driven by:

e implementation of a decentralised operating model: client-facing teams have been trained to provide
the most relevant solutions based on individua clients' needs, as close as possible to the first point of
contact;

e end-to-end digitisation of processes and services to remove friction in client interactions;

e introduction of new digital capabilities;

e improved digital security capabilities which have reduced digital fraud losses;

e enhanced digital functionality and systems stability in Africa Regions; and
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e completion of the comprehensive modernisation of the core banking system in South Africa.

As part of its strategy to acquire retail deposit accounts, PBB prices its account products competitively.
For example, fee increases for personal customers have been kept below inflation and bundled
transactional accounts are offered which provide a number of services for free such as electronic account
payments and cash withdrawals at retailer till points. PBB’s marketing has also focused on attracting
retail deposits. In South Africa, PBB offers retail customers an attractive reward system, UCount, which
allows customers to earn rewards; which may have a financial value greater than their banking fees. In
South Africa, the private, business and entrepreneur client segments are growing. In Africa, PBB is
growing local currency current accounts, improving efficiency and cost management, and expanding
access to digital channels.

SBG has introduced fully digital solutions for transactional banking (internet banking, mobile phone
banking via text message, and smartphone banking via the app) in most countries in which it operates,
and SBG actively encourages customers to switch from physical to digital channels. Digital services play
an important role in expanding financia inclusion. Approximately 1.7 million people across Africa use
SBG's Instant Money product, for example, which enables mobile based banking transactions, without
the need for a bank account.

PBB has an extensive physical presence, with 1,200 branches and 9,321 ATMs. Physical branches are
currently being reconfigured and rationalised in line with growing use of digita platforms and a
corresponding decline in branch usage. They will remain available to customers requiring personal
engagement, but on areduced scale. While digital solutions yield lower revenue per service, this will be
balanced by rationalisation of the branch network over time.

Corporate & Investment Banking

CIB is present in 20 sub-Saharan African countries and serves the banking, finance, trading, transactional,
investment and advisory needs of a wide range of multinational companies, local and regional businesses,
financial ingtitutions, governments and parastatals.

It continues to maintain a market-leading position in corporate loans, deposits and trading in South Africa,
and a strong market share across Africa Regions. It maintains its competitiveness against intensifying
competition through innovation and deep local knowledge.

Organic Growth through client focus and capturing deal flow

CIB focuses on servicing leading multinational corporations with operationsin Africa, and large domestic
African corporations that conduct business in Africa and offshore. Multinationals and large domestic
clients continue to drive client activity, contributing to 80 per cent. of revenues. Multinational corporates
support revenue growth due to their resilience through economic cycles.

CIB adds value to clients through deep specidisation in Africa’s key growth sectors, namely mining and
metals, power and infrastructure, oil and gas, consumer goods, financial services, and telecommunications,
public sector, and diversified industrials. Its diverse portfolio across clients, geographies, sectors and
products strengthens resilience in the face of challenging macroeconomic conditions.

SBG's presence in five key financial centres around the world provides clients with access to
international pools of capital, supporting its ability to facilitate growth and development in Africa. SBG is
well positioned to drive and facilitate inter-regional trade and investment flows across Africato assist the
economic growth of African countries and the expansion of multinationals into Africa. SBG's strategic
partnership with ICBC assists in servicing the needs of clients operating within the China-Africa corridor,
which includes a specific focus on developing and supporting renminbi-denominated cross-border
capabilities.

CIB has increased its competitiveness in local markets by enhancing its banking offering and
strengthening local currency transactional banking capabilities. CIB continuously monitors and adjusts
risk appetite to reflect changes in clients' operating environments and is selective in exposures to avoid
excessive concentration. During 2018 it completed several landmark transactions particularly in the
energy and infrastructure-related sectors. In addition, CIB believes that there are opportunities for growth
in key sectors arising from planned restructuring of the Nigerian il sector, positive regulatory changesin
the South African mining sector, and the expansion of the M ozambican gas sector.
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CIB uses a client satisfaction index ("CSl"), a measure of the extent to which its corporate and
investment clients are satisfied with the service CIB provides. It is calculated using weighted scores for
different dimensions, from response times to the effectiveness of client relationship managers. CIB’s CSI
in 2018 was 8, up from 7.8 in 2017 and 2016. The CIB Client Engagement Model provides each client
with a Client Service Team, which draws expertise from across SBG. CIB’s client relationship managers
work closely with clients to develop a complete understanding of their needs and challenges and deliver
seamlesdly integrated universal financial services solutions.

Wealth
Growing market share in Wealth segment

Wealth, together with Liberty, is an essential part of SBG's strategy to deliver integrated universal
financial services to its clients. It provides short-term insurance, life insurance, investments/asset
management, fiduciary services, specialised banking and multi-generational wealth preservation solutions
for high net worth, retail, business and commercial, and corporate clients. It aims to provide an enhanced
client value proposition and drive additional market share in SBG’s target markets.

SBG’'s Wedlth services are available in 16 sub-Saharan African countries, with an international service
offering through offices in London, Jersey, Ide of Man and Mauritius. In 2018, the international business
saw headline earnings grow by 60 per cent. supported by growth in client deposit balances, increased
client activity and endowment benefit.

The Wealth business makes an important contribution to enhancing SBG's return on equity. It has seen
continued growth in assets under management and achieved strong fund performance. Melville Douglas,
a boutique investment management company within SBG which manages investments on behalf of a
range of endowments, charitable trusts, retirement funds, institutional and private client mandates,
continues to achieve global funds performance in the top quartile and domestic funds performance in the
second quartile.

Life insurance and investment management is primarily provided through Liberty, which has over R392
billion in external assets under management as per the SBG 2018 Financial Statements.

Wealth and Liberty have collaborated to align strategy and targets and are successfully driving
collaboration on Short Term Insurance capabilities and a High Net Worth banking solution for targeted
customers. Considerable progress has been made on advancing the Liberty Bancassurance collaboration
plan, while the launch of the Liberty high net worth proposition pioneered the assurance banking
collaboration where Standard Bank solutions are provided to Liberty clients.

In 2018, PBB launched client service teams, in collaboration with Wealth, across South Africa, and
enhanced the Wealth International mobile app, which enables clients to view and transact on offshore
accounts, including cross-border payments and debit card activation.

SBG believes that Africa’s insurance industry has strong potential for growth, owing to Africa’s young
and growing middle class and to large infrastructure and agriculture opportunities. SBG has the largest
bancassurance offering in Africa and is a significant collective investment scheme and pension fund
administrator in Nigeria. Its award-winning Online Share Trading platform enablesit to be akey player in
the South African share trading market.

COMPETITIVE STRENGTHS
Market position in key products

SBSA isthe largest bank in South Africa (measured by assets) as at 31 December 2018 with a significant
market share across a range of retail, commercial and investment banking products. For more
information, see "Description of The Standard Bank of South Africa Limited — Competitive Strenghts —
Market position in key products' on page 179.

A universal bank with diver se revenue sour ces

As auniversal bank, SBG is able to generate revenue from diverse sources including net interest income
from its lending portfolio, fees and trading profits from corporate advisory services, foreign exchange and
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derivatives, stock and bond trading, brokerage reserve and transactional services. It is well capitalised,
with access to diverse and sophisticated liquidity sources for senior funding and capital requirements.

L oan portfolio performance

Since 2013, SBG’s total loan portfolio has grown from R839,620 million to R1,120,668 million as at 31
December 2018, while actual write-offs decreased from 1.12 per cent. of average advances in 2013 to
0.56 per cent. in 2018. This was largely as a result of improvements in pricing for credit risk, as well as
the optimisation of early stage collection strategies together with enhanced payment capabilities.

Experienced management team

SBG operates within strong corporate governance and assessment frameworks, and within a
sophisticated, Basel 111 compliant regulatory framework. Its senior management has experience both at
SBG and at other institutions throughout the banking industry. SBG’s position in the market has allowed
it to attract top managers from across the industry, both domestically and abroad. Managers are dedicated
to the goals of the institution. A compensation structure that includes both short and long-term incentive
plans assists in retaining key managers and leads to continuity in business operations.

Strategic partner ship with the world’slargest bank

SBG's strategic partnership with ICBC, the world's largest bank places it in a strong position to facilitate
trade and investment in the Africa-China corridor, while ssimultaneoudly offering access to opportunities
in one of the fastest growing emerging market economies. SBG and ICBC have worked together over the
past decade to support and deepen the economic links between Africa and China, including through the
provision of joint funding of major infrastructure projects, and renminbi internationalisation.

BUSINESS OF SBG
Introduction

SBG is a universal bank providing retail, corporate, commercia and investment banking services to
individual s and companies across its franchise, both locally and internationally.

SBG's banking operation’s principal business units are Personal & Business Banking, and Corporate &
Investment Banking. A central support area, Central and other, provides support functions to the two
principal divisions, as well as advisory services. Other banking interestsis the Group’s equity investments
in ICBCS and ICBC Argentina. Liberty makes up the final pillar in the Group structure.

As at 31 December 2018, SBG's total assets amounted to R2,126,962 million (compared to R2,027,928
million as at 31 December 2017), an increase of 4.9 per cent. For the year ended 31 December 2018,
SBG's profit for the year attributable to ordinary shareholders increased by 4.6 per cent. to R27,453
million from R26,235 million for the year ended 31 December 2017.

For the year ended 31 December 2018, the Group delivered sustainable earnings growth and improved
returns. The Group's performance was underpinned by the strength and breadth of its client franchise.
Group headline earnings grew 6 per cent. to R27,865 million (compared to R26,270 million in 2017) and
ROE improved to 18.0 per cent., from 17.1 per cent. for the year ended 31 December 2017. The Group’s
capital position remained robust, with a common equity tier 1 ("CET1") ratio of 13.5 per cent. Banking
activities headline earnings grew 7 per cent., to R25,847 million (compared to R24,268 million in 2017)
and ROE improved to 18.8 per cent., from 18.0 per cent., in 31 December 2017. Non-interest revenue
("NIR") continued to record strong growth, driven by retail banking. Net interest income ("NI1") growth
was subdued, and credit impairment charges were lower, as aresult of the adoption of a new accounting
standard.

The following table shows selected financial information and ratios for SBG as at, and for the years
ended, 31 December 2018 and 31 December 2017:
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31 December

2018 2017
Income statement
TOtaAl INCOME (RM) ...ttt b e et b e b e b e b et b e e e b e e e b e sb et eb e e e be b enesaenn e 127,053 127,093
Headline earnings (Rm) 27,865 26,270
Profit for the year attributable to ordinary shareholders (RM) ........cccoceoeereienenneneeseeseesese e 27,453 26,235
Statement of financial position
Gross 10ans and 80VANCES (RM).......o.iiuiiiiieereei ettt bese e b e b e et e s e e besnenas 1,157,353 1,070,471
TOLEl @SSELS (RM)..tteeeire ettt b et e bttt bbbkt 2,126,962 2,027,928
Total [1aDIlItIES (RM) ..ottt 1,927,899 1,837,911
Financial performance
Banking activities
Stage 3" (NoN-performing) 10ANS (RM) .........c.evuevereiecseeeseeseessesss s ssesses s s sssssessnes 44,193 34,496
Stage 3 (specific) credit impairment charge (Rm) 8,020 9,055
Stage 1 & 2* (portfolio) credit impairment charge (Rm) . (1,809) 355
Credit 10SSatio (%0) ...ooveereeereereerereseneeeseeseseesesseneesens 0.56 0.87
Non-performing exposure ratio (%) 3.82 3.22
RELUIN ON EQUITY (U0) -.veueteneetereeesteiesieietere et sttt se et be et e et e e b e e b e e e b e se e bt sb et ebe e ebe b ebene et ebeneenesaeneas 188 18.0
L OANS-tO-0EPOSIT B0 (F0)..+-vverereeereiininteteieierese ettt ettt b bbbt 81.7 83.3
* X COSE-TO-INCOME FAO (F0) 1.vvuvevereneerereesesteesseseesessesesteseeseseesessesesseseesesaesessesessessesessesessesasesessessesessensnse 57.0 55.5

1 Stage 3: SBG uses a 25-point master rating scale to quantify the credit risk for each borrower (corporate asset classes) or facility
(specialised lending and retail asset classes). Exposures which are in default are not considered in the 1 to 25-point master rating
scale

2 Stage 1: SBG uses a 25-point master rating scale to quantify the credit risk for each borrower (corporate asset classes) or facility
(specialised lending and retail asset classes). Exposures within Stage 1 and 2 are rated between 1 to 25 in terms of SBG's master
rating scale.

The following table shows selected performance indicators of the business units which comprise the
Group's Banking Activities segment as at, and for the years ended, 31 December 2018 and 31 December

2017:
Corporate &
Personal & Business I nvestment
Banking™™" Banking™™" Central and other ™™
31 December 31 December 31 December
2018 2017 2018 2017 2018 2017
(Rm) (Rm) (Rm)
TOtal ASSELS....c.eeeeeeeeeir e 767,328 705,232 970,739 907,335 (33,732)  (14,599)
Profit for the year attributable to ordinary
SNArENOIAENS ... 15,539 14,023 10,900 11,363 (865) (1,112
Headline earnings........c.covveueennneceeinineeeeneeas 15,548 14,103 11,177 11,392 (878) (1,227)

1

The following table shows the contribution of the different business units within SBG to its major

financial indicators as at, and for the years ended 31 December 2018 and 31 December 2017:

Banking activities™™" Other
banking
interests Liberty? SBG Total
31 December 31 December 31 December 31 December
2018 2017 2018 2017 2018 2017 2018 2017
(Rm) (Rm) (Rm) (Rm)
Total aSSELS....cvcveeeeereiccrreee s 1,704,335 1,597,968 7,852 7,493 414,775 422,467 2,126,962 2,027,928
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Profit for the year attributable to
ordinary shareholders............cocovvreene. 25,574 24,274 418 600 1,461 1,361 27,453 26,235
Headline €arnings...........coovovevcecerenenns 25,847 24,268 418 567 1,600 1,435 27,865 26,270

1

2 Includes adjustments on consolidation of Liberty into the Group.

Personal & Business Banking

The PBB business unit offers individual customers and small and medium enterprises, a wide range of
banking, investment and other financial services both in South Africa and in Africa Regions. At 31
December 2018, it operated 1200 branches and loan centres and 9,321 ATMs and Automated Notes
Acceptors across South Africa and Africa Regions. It also provides mobile phone and internet banking
services which are an important part of providing convenient access to banking and related products.

PBB provides a variety of products and services, including in particular, mortgage lending to individual
customers, vehicle and asset finance, lending products, card products to individuals and small and
medium sized businesses, transactional products, as well as wealth and bancassurance products.

For the year ended 31 December 2018, PBB recorded profit for the year attributable to ordinary
shareholders of R15,539 million, an increase of 10.8 per cent. compared to the year ended 31 December
2017.

In 2018, PBB delivered headline earnings growth of 10 per cent. and a 21.9 per cent. ROE, largely due to
strong deposit growth and client activity. Income from banking activities amounted to R69.8 billion and
headline earnings to R15.5 hillion for the year ended 31 December 2018. Its cost to income ratio was 60.6
per cent., and its credit loss ratio was 0.81 per cent. Credit and risk management capabilities have been
strengthened, contributing to lower impairments. It experienced no significant operational incidents or
client breaches, and operational risk losses were within risk appetite. NPS in South Africawas 70, and in
Africa Regions was 25. Its Employee NPS was +23.

PBB has implemented a decentralised operating model with well-trained client-facing teams. Focused
improvements in client service have stabilised its client base in South Africa and improved active client
numbers in Africa Regions. Digital functionality and systems stability in Africa Regions have been
improved, as has the risk and control environment, especially in the Africa Regions. A comprehensive
modernisation of the core banking system in South Africa has been completed, and process and system
automation is ongoing to improve client service and to deliver complete solutions for clients, employees
and third parties.

Net interest income of R41,754 million for the year ended 31 December 2018 constituted 59.8 per cent. of
the PBB's total income (compared to R40,963 million and 60.5 per cent. for the year ended 31 December
2017), largely due to balance sheet growth with strong margins in lending products and increased
deposits, offset by negative endowment impact due to lower average rates in Malawi, Mozambique,
Nigeria and South Africa. Non-interest revenuw ("NIR") for the year ended 31 December 2018 amounted
to R28,053 million, an increase of 4.9 per cent. on the year ended 31 December 2017, largely attributed to
lower transactional volumes in branches due to the migration of customers from traditional to digital
platforms, offset by expansion in electronic banking fees and higher card based commission due to
growth in transactional volumes and annual fee increases. Strong growth in foreign services fees due to
increased client activities coupled with growth in other fees, as a result of strong growth in the pension
fund business, further assisted NIR.

Credit impairment charges for the year ended 31 December 2018 amounted to R5,440 million, a decrease
of 30.1 per cent. compared to the year ended 31 December 2017, attributed to improved collection
strategies, higher post write-off recoveries and operational credit rating enhancements. The decrease was
partially offset by growth in Non-performing / Stage 3 mortgage loans, as a consequence of the various
legal judgments (which have had the effect of extending legal processes, with the result that exposures
remain categorised as Stage 3 for longer), and higher provisioning which resulted from lower recoveries
and model enhancements. Credit impairment in Africa Regions reduced following improved asset quality,
improved collections and the non-repetition of higher prior year charges.

Total operating expenses for the year ended 31 December 2018 amounted to R42,269 million, an increase
of 5.7 per cent. The growth in total operating expenses was primarily attributable to an 8.0 per cent.
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growth in staff costs mainly as aresult of annual salary increases and deployment of higher skilled staff to
customer facing positions, and a 4.6 per cent. growth in other operating expenses, largely due to higher
professional feesincurred and information technology spend on projects to improve customer experience.

The following table presents a summary of PBB's main performance indicators for the years ended 31
December 2018 and 31 December 2017.

31 December
2018 2017****
(Rm)

INEL INEENESE INCOME ...ttt bbbt b bt b ettt b et 41,754 40,963
FFNON-INTEIESE FTEVENUE ...ttt bbbttt b ekt 28,053 26,745
Income from Banking aCtiVItIES.........ccviueiiiireicirces st ees 69,807 67,708
Credit iMPaiTMENt ChAIGES ......ovcuiiiierei ettt ne bt b et nan (5,440) (7,785)
Net income Defor e Oper ating EXPENSES. .......couriirieirieerieirie ettt be e b e b e enas 64,367 59,923
Operating expenses in Banking @CtIVITIES..........cooiieeiirriee s (42,269) (39,972)
SEAIT COSES. .ttt b bbbttt bt (14,548) (13,469)
*% Other OPEraliNg EXPENSES ....c.cveveeirirerieteietre sttt r s sttt b b bt ae s b st e b b et s e bt es e e e beseaeaen (27,721) (26,503)
Net income before capital items and equity accounted €arNiNgs .........cccovveeeeenrreeeeenesesereesenenees 22,098 19,951
Share of profits from associates and jJOINt VEMTUIES ...........c.ceiriririeiiiieieee e 325 241
Non-trading and capital related ITEMS.........ccciiiiee e (22) (132)
Net income befor € iNAir €Ct LAXALION ........cccoviveieirerecieie e 22,401 20,060
[EaTo T ot B = 1 o] o TSRS (643) (590)
Profit DEFOr e dir @Ct LAXALION ......c.eiviieiiee et b e e 21,758 19,470
DITECE TAXAHION......eeeeieeteeet ettt b et b et b et b et b et b e e e b e reehe s b et e b e e e be b e b e sb et ebennenenbeneas (5,535) (5,211)
Attributable to NON-CONLrOHING INTErESE .......ccveeeeeieeriecreee et e e s nesaeneas (542) (153)
Attributable to other equity INStrUMENt NOIAENS. ..o (142) (83)
Profit for theyear attributableto ordinary shareholders.........occoveievercieneisereeeeeee e 15,539 14,023
Headline ear nings 15,548 14,103
Grossloans and advances 701,763 645,868

767,328 705,232

690,187 630,796

The following table presents selected ratios for PBB for the years ended 31 December 2018 and 31
December 2017.

31 December
2018 2017
(%)
CrEIt IOSSTALIO ......cveveierere st 0.81 1.20
NON-PEfOrMING EXPOSUIES FELIO. ... ccueeetereeiirteseeuieiee et sie et et se s s b e e sesbe e ebe s e besbesese e e ebeseeneeaaneas 49 45

The following table presents the non-performing loan ratios for PBB products for the years ended 31
December 2018 and 31 December 2017.

31 December
2018 2017
(%)

Non-performing exposureratios:

MOIEGAOE IOBNS. ...ttt bbbt b e et b et b e e b e e he s b et e b e e e b et e benb et et e neenenbeneas 51 45
Vehicle and @SSet fINAINCE.........c.c i 39 38
Card AEDLOIS. ... s 5.6 6.6
Other 10aNS 8N AOVANCES. .......coeeuieeiieteierieieiesee sttt se ettt s et se et be e be e b e seesesee e ebe e e se b e b e sseneebeneenas 49 44

Mortgage loans

Mortgage lending provides residential accommodation loans mainly to personal market customers. Gross
mortgage loans increased by 4.5 per cent. for the year ended 31 December 2018 to R362,006 million
(compared to R346,518 million for the year ended 31 December 2017), constituting 51.6 per cent. of
loans and advances by the PBB business unit compared to 53.7 per cent. for the year ended 31 December
2017. Improved performance within the mortgage loans portfolio resulted in a decrease in the credit loss
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ratio to 0.27 per cent. for the year ended 31 December 2018 (compared to 0.46 per cent. for the year
ended 31 December 2017), whilst credit impairment charges amounted to R940 million for the year ended
31 December 2018 (compared to R1,571 million for the year ended 31 December 2017). For the financial
year ended 31 December 2018, R18,417 million of gross mortgage loans (5.1 per cent. of gross mortgage
loans) were impaired (compared to R15,504 million and 4.5 per cent. of gross mortgage loans for the
financial year ended 31 December 2017).

Vehicle and asset finance

Vehicle and asset finance provides finance to retail market customers. It finances vehicles and equipment
in the business and corporate assets market, and provides fleet solutions. As at 31 December 2018, gross
loans and advances in vehicle and asset finance amounted to R89,410 million (compared to R81,640
million as at 31 December 2017), an increase of 9.5 per cent. The credit loss ratio for vehicle and asset
finance decreased to 0.94 per cent. for the year ended 31 December 2018 from 1.09 per cent. for the year
ended 31 December 2017 due to the non-repetition of provisions raised on large single exposures in the
prior year, lower write-offs and higher post-write off recoveries.

Card debtors

Card products provides credit card facilities to individuals and businesses (credit card issuing) and
merchant transaction acquiring services (merchant solutions). The credit card product has been an
important aspect of PBB’s strategic focus on the emerging middle-class consumer segment in South
Africa and Africa Regions. PBB has developed sophisticated origination methods using internal and
external data, to identify existing and potential customers, with suitable risk profiles, for credit extension.
For the year ended 31 December 2018, credit card debtors increased by 2.9 per cent. to R33,216 million
(compared to R32,268 million for the year ended 31 December 2017). The credit loss ratio for gross card
debtors decreased to 2.93 per cent. as at 31 December 2018, from 4.33 per cent. as at 31 December 2017
largely driven by enhanced collection strategies combined with improved customer performance, which
has resulted in improved quality of the portfolio.

Transactional products

Transactional products provides a comprehensive suite of transactional, savings, investment, trade,
foreign exchange, payment and liquidity management solutions which are made accessible through a
range of physical and electronic channels such as ATMs, internet banking, mobile banking, telephone
banking and branches.

Lending products

Lending products offers lending products to retail and business markets. The business markets lending
offerings constitute a comprehensive suite of lending products, structured working capital finance
solutions, commercial property finance solutions and trade finance.

Wealth (including bancassurance) products

The Wealth offering includes short and long-term insurance products, comprising simple products (such
as homeowners' insurance, funeral cover, household contents insurance, vehicle insurance, accident and
health insurance, as well as loan protection plans which are sold in conjunction with related banking
products) and complex insurance products (such as life, disability and investment policies, which are sold
by qualified intermediaries). The financial solutions offered include financial planning and modelling,
integrated fiduciary services (including will drafting, custody services, trust and estate administration)
and other banking, wealth management, investment and advisory services solutions which are tailored to
private high net worth individual s to meet their domestic and international needs.

Corporate & Investment Banking

The CIB business unit comprises four main product groupings, namely: Global Markets, Transactional
Products and Services, Investment Banking, and Client Coverage.

Corporate & Investment Banking offers a wide range of corporate and investment banking services
including global markets, banking and trade finance, investment banking and advisory services. This
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business unit’s clients include governments, parastatals, larger corporates, financial institutions and
multinational corporates.

In 2018, CIB generated R37 billion in income from banking activities and R11,177 million in headline
earnings, at an ROE of 19.3 per cent. Its cost to income ratio was 54 per cent., and credit loss ratio 0.16
per cent. It reported 8 per cent. interest income growth and 1 per cent. increase in total income from
banking activities, with strong client activity, particularly in Africa Regions.

Corporate & Investment Banking's profit for the year attributable to ordinary shareholders decreased by
4.1 per cent. from R11,363 million for the year ended 31 December 2017 to R10,900 million for the year
ended 31 December 2018. Revenue from strong operational client activity in Africa Regions was offset
by lower trading and capital markets related revenue, linked to subdued market conditions in South
Africa. Declining interest rates in Africa Regions and competitive pricing in South Africa negatively
impacted margins. Disciplined cost management constrained cost growth to 4.7 per cent. but was not
sufficient to avoid negative jaws of 414 basis points ("bps') (that is, an increase in the growth rate of
expenses above the growth rate of income). The credit loss ratio declined to 0.16 per cent., due to a
combination of improved performance and recoveries. Sovereign and financial institution ratings
downgrades in early 2018 resulted in a higher capital requirement, which negatively impacted return on
risk weighted assets and ROE.

The value of CIB'stotal gross loans and advances amounted to R511,277 million as at 31 December 2018
(compared to R472,684 million as at 31 December 2017), which represents 44.2 per cent. of SBG’s total
gross loans and advances as at 31 December 2018 (compared to 44.2 per cent. as at 31 December 2017).

Global Markets

Global Markets comprises trading and risk management solutions across financial markets, including
foreign exchange, money markets, interest rates, equities, credit and commodities.

Transactional Products and Services

Transactional products and services comprise a comprehensive suite of cash management, international
trade finance, working capital and investor services solutions.

I nvestment Banking

Investment banking comprises a full suite of advisory and financing solutions, from term lending to
structured and specialised products across equity and debt capital markets.

Client Coverage

Client Coverage provides in-depth sector expertise to develop relevant client solutions and foster client
relationships.
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The table below presents a summary of the CIB division’s main performance indicators for the years
ended 31 December 2018 and 31 December 2017.

31 December
2018 2017x***
(Rm)
NEL INEEIESE INCOME ...t 19,190 20,434
Non-interest revenue 17,791 16,336
Income from Danking ACtIVITIES...........couriiiieee e e 36,981 36,770
Credit IMPairMENE ChAIGES ......coccuireeiitee ettt ettt b et b e e b e b ne et e enas (1,049) (1,625)
Net income befor e operating expenses... 35,932 35,145
Operating expensesin banking activities... (29,979) (29,080)
Staff COSES....ovieiirieireieee e (7,002) (6,984)
Other Operating EXPENSES ........oveveuiirrrreieiertrereereiee et (12,977) (12,096)
Net income befor e capital items and equity accounted ear nings .. 15,953 16,065
Share of profits from associates and joint ventures..........c.cccoceeeeuenene 102 182
Non-trading and capital related items................... (385) (78)
Net income before indirect taxation.... 15,670 16,169
Indirect taxation ...........ccceeeveeerecnennne. (282) (237)
Profit before direct taxation . 15,388 15,932
Direct taxation.........cceevvverererereerenennes (2,240) (2,454)
Attributable to NON-CONLIrOHING INEEIESE .......c.ciuiiriieiereeire et s (2,104) (2,039)
Attributable to other equity iNStrument NOIAENS..........couiiiiiiiee e (144) (76)
Profit for the year attributableto ordinary shareholders..........cccoeiiiireneinenneeeeeeeee e 10,900 11,363
Headline ear nings 11,177 11,392
Grossloans and advances 511,277 472,684
TOMAI BSTELS.....eveeeererrer ettt nena 970,739 907,335
TOtAl TTADIITTIES. ... 902,652 843,982

The following table presents selected ratios for CIB for the years ended 31 December 2018 and 31
December 2017.

31 December
2018 2017
(%)
CrEit IOSSTALIO ......cvverererererer et nnenen 0.16 0.34
NON-PErfOrmMiNg EXPOSUIES FELIO. .......cueuerreieierereetesesee sttt eb et b et b ettt b b ne st enerebene 19 12

The following table presents selected financial information for CIB's products for the years ended 31
December 2018 and 31 December 2017.

31 December
2018 2017

Non-performing exposuresratios (%):
Corporate and SOVErEigN [ENAING. .......cueueiririereiiiririeie sttt 25 12
BaNK TENAING ...ttt b e et b etk b e e h e bt e b e e bt e b e e et e b e e nenaenean
Credit lossratios (%):
Corporate and SOVEIEIgN 1ENAING.......cceiuiirieirieirie ettt b et se e e b snenas
[z 01 = 010 110 TSRS 0.20 0.34

(0.02) 0
Grossloans and advances (Rm):
Corporate and SOVErEigN [ENAING. .......cueveiririeeeiiirrieierer et 398,425 352,190
BaNK [ENGING ... 112,852 120,494

Central and other

This segment includes costs associated with corporate functions, as well as the Group’s treasury and
capital requirements, and central hedging activities. In 2018, the segment recorded negative headline
earnings of R878 million, 28 per cent. less than the prior year's negative headline earnings of
R1,227 million. The primary driver of the higher loss in 2017 was the elimination, in terms of IFRS, of
gains on SBG shares held by the Group to facilitate client trading activities, which did not recur in 2018.
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Principal sources of SBG revenue

The table below presents the Group's sources of income for the years ended 31 December 2018 and
31 December 2017:

31 December
2018 2017
(Rm)

NEL INEEMESE INCOME ...ttt e et e st e st e s ae et e e st e se e s e ss e besaesseeseeseesaensessenbesaeeseeneennensens 59,622 60,125
NON-INEErESE FEVENUE .......cveveeirieieie e enas 45,709 42,574
**Net fee and COMMISSON reVENUE...........cccevveeieieeeennnns 30,375 28,670
Trading FEVENUE ........ooveieerieeeieeeeee e 11,129 10,731
Other FeVENUE. ..o 3,533 3,173
Other gains and losses on financial instruments® 672

0 1 o 4TSRS 105,331 102,699

2 For further information on Other gains and losses on financial instruments, refer to page 70 of the SBG Annual Report.

Principal Subsidiaries
South Africa

SBSA is both a strong domestic bank, which leverages the advantages of its size and scope, and a cross-
border bank, fully integrated with the rest of the Group. For more information on SBSA, see "Description
of The Sandard Bank of South Africa Limited - Overview".

Africa Regions

SBG holds its Africa Regions investments, either directly, in the case of its Common Monetary Area-
based subsidiaries and Stanbic Bank de Angola, or indirectly via Stanbic Africa Holdings UK ("SAHL"),
a wholly-owned subsidiary of SBG. SAHL is as an intermediate holding company of the Group’s Africa
Regions investments. The Group manages its subsidiaries, across al geographies, on a legal entity basis
in compliance with host country regulatory requirements. The businesses are structured along the Group’s
business unit basis (being PBB, CIB and Liberty) and as such SAHL acts merely as an investment
holding company. The strategy of SAHL’s underlying investee companies follows the Group strategy, as
would the strategy of the Africa Regions subsidiaries which are held directly by SBG. The growth of
SAHL depends solely upon the growth of the Net Asset Value of each of its underlying investments, and
its main source of income is dividends from subsidiaries. SBG, through SAHL, will ensure that its
subsidiaries are adequately capitalised to meet the requirements of home and host regulators.

Four of SBG’s Africa Regions subsidiaries are themselves listed entities: Stanbic Holdings Plc in Kenya,
Stanbic IBTC Holdings PLC in Nigeria, Standard Bank (Malawi) Limited and Stanbic Bank Uganda.
During the course of 2018, SAHL increased its shareholdings in Stanbic Holdings Plc (Kenya) and
Stanbic IBTC Holdings PLC respectively. The shareholding in Stanbic Holdings Plc (Kenya) was
increased to 69.05 per cent. from 60 per cent., while the shareholding in Stanbic IBTC Holdings PLC was
increased by 12.28 per cent. from 53.07 per cent. to 65.35 per cent. SBG will continue to look for
opportunities to deploy available capital, by increasing shareholdings in its AR subsidiaries, either
directly or via SAHL, as appropriate.

In 2018, Africa Regions contributed 31 per cent. of SBG's headline earnings from banking activities
(compared to 28 per cent. in 2017) and 17 per cent. of SBG's total loans and advances (compared to 14
per cent. in 2017).
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The table below presents a summary of the main performance indicators of the legal entities within the

Africa Regions for the years ended 31 December 2018 and 31 December 2017.

NEL INEEIESE INCOME ...t
Non-interest revenue..
TOLAl INCOME ... bbbt
Credit IMPairMENE ChAIGES ......coccuireeiitee ettt ettt b et b e e b e b ne et e enas
Net income after credit impair ment charges
Operating eXPeNnSeS .......coeeereeereerieseseneens

Other Operating EXPENSES ........ovcuririrrereieerereereieese et
Net income befor e capital items and equity accounted ear nings
Share of profits from associates and jOINt VENTUIES ..........ccoueererirereeieneneseieie s
Non-trading and capital related ITEMS.........ccciriieere e
Net income before indirect taxation
Indirect taxation ...........ccceeeveeerecnennne.
Profit before direct taxation ..
Direct taxation............cocevveeerererennnns

Attributable to non-controlling interest ...........ccoeeeveeenenne
Profit for theyear attributableto ordinary shareholders........coccoveeevereiercieserecereesee e
Headline ear nings

Net loans and advances
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31 December
2018 2017
(Rm)

18,145 17,743
13,911 12,391
32,056 30,134
(891) (2,240)
31,165 27,894
(16,879) (15,722)
(8,428) (7,985)
(8,451) (7,737)
14,286 12,172
3 1
5 17)
14,294 12,156
(570) (512)
13,724 11,644
(3,059) (2,681)
(2,639) (2,206)
8,026 6,757
8,025 6,751
190,628 145,348
348,179 277,735
301,483 241,230



The following table presents select performance indicators of the Africa Regions, on a geographical basis,
for the years ended 31 December 2018 and 31 December 2017.

South & Central Africa Regionslegal
East Africa Africa West Africa entities
31 December 31 December 31 December 31 December
2018 2017 2018 2017 2018 2017 2018 2017
(Rm) (Rm) (Rm) (Rm)

Profit for the year attributable to
ordinary shareholders 1,228 1,040 3,864 3,508 2934 2,209 8,026 6,757
Headline earnings................ 1,228 1,033 3,858 3,512 2939 2,206 8,025 6,751
ROE — invested equity (%) 211 16.0 245 26.3 30.4 26.0 24.0 238
ROE - equity calculated on
SARB rules (%) 18.6 15.8 21.2 231 330 232 22.7 21.6

The top five contributors to Africa Regions headline earnings were Angola, Ghana, Mozambique,
Nigeriaand Uganda.

Other Banking Interests

Other Banking Interests recorded headline earnings of R418 million. ICBCS recorded a loss of US$14.9
million for the year mainly due to declining global emerging market risk appetite and reduced flows. The
Group's 40 per cent. share thereof equated to R74 million. ICBCS's ahility to deliver sustainable profitsis
dependent on its ability to continue to integrate into, and leverage, ICBC’ s extensive client base.

ICBC Argentina delivered a strong performance despite the dislocation experienced in the domestic
market. The headline earnings contribution from the group’s 20 per cent. stake in ICBC Argentina
increased 19 per cent. to R492 million. Adjusting for the significant devaluation of the Argentinian peso,
earnings were up 95 per cent. on a constant currency basis year on year.

During 2019, we will continue to work with our strategic partners at ICBC to develop a lasting solution
for these businesses.

Liberty Holdings Limited (" Liberty")
Overview

Liberty is the holding company of various operating subsidiaries engaged in the provision of financial
services, including long-term and short-term insurance, investment, asset management and health services.
These financial services are primarily undertaken in South Africa, with various levels of services being
provided in other African countries. LHL isincorporated in the Republic of South Africa and is a public
company listed on the JSE. Liberty Kenya Holdings PLC is a subsidiary which is listed on the Nairabi
Stock Exchange in Kenya. Another of the group’s subsidiaries, Liberty Two Degrees, a Rea Estate
Investment Trust (REIT), listed on the Main Board of the JSE as a Corporate REIT on 1 November 2018
(previoudy listed on the Diversified REIT Sector).

Strategy

Liberty underwent a strategy refresh during 2018. Consequently, Liberty is not currently seeking growth
opportunities across Africa as well as other diversification initiatives and increased remedial efforts on its
core long-term insurance and asset management business in South Africa. There are no longer specific
customer facing units (previoudy being Individual Arrangements, Group Arrangements and Asset
Management). The primary segments, aligned to the new operating model, operate within two main
geographic clusters, being South African operations and Africa Regions. The South African operations
consists of long-term insurance business, namely South Africa Retail and Liberty Corporate segments,
asset management, (namely STANLIB South Africa) and other operations (governance and strategic
execution and certain investment portfolios), supporting these businesses. Businesses managed in Africa
regions, are segmented as Liberty Africa Insurance, Liberty Heath and STANLIB Africa (asset
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management). The segment reporting information in 2018 has been aligned to the other information used
by the chief operating decision makers. As a consequence of this strategy refresh, certain cash-generating
units were identified as either sub scale or no longer applicable to Liberty's revised strategy.
Consequently, the board approved a process of disposals and strategic partnership negotiations which is
likely to lead to loss of control during 20190f cash-generating units including Liberty Africa Insurance,
STANLIB Africa, Liberty Health and Short-term insurance.

Shareholders

As at 31 December 2018, the ten largest shareholders in Liberty beneficially held 77.43 per cent. of
LHL’s ordinary shares. The following table sets out the ten largest shareholders as at 31 December 2018
and 31 December 2017.

2018 2017
% holding % holding

Standard Bank Group Limited...........cceeerrrieieininniciecissenens 53.62% 53.62%
Government Employees Pension Fund (PIC) ..........cocceenvnieneens 4.84% 4.34%
Lexshell Investments Pty Ltd........ccccoeeeieveeiinereseeseneee e 4.70% 4.23%
Visio Capital Management ...........cceoerrreeueinnineeieneneseeeeeseneeas 3.01%
Dimensional FUNd AGVISOrS...........coviiinrnercrereresseseseseseeens 2.38% 2.22%
Coronation Asset Management ........ccceevveeeereeeseneseneseseeeseenes 1.99%
BIACKROCK INC.....eviiiiitiieieee s 1.90% 1.79%
Arcadian Asset Management..........couvevveereeerereseeeseseeeseesessenens 1.84%
TheVanguard Group INC.........ccoveueueernnieeinnrieeesese e 1.63% 1.57%
LiDEITY HOIINGS ..vvvveeeeeeeeeeeseseeeeseeseseesessesseseessessesesseseseseranees 1.52% 1.40%
P L= - YRS 4.60%
Old MUtUEI PLC......oiiiiiiiiirireie et 2.55%
LSV Asset Management (US) .....cceovveveeveeiseneseeeeseeeseeesnenens 1.27%

77.43% 77.59%

Key financial information and ratios

The financia results reported are the consolidated results of the Group’'s 56 per cent. investment in
Liberty, adjusted for SBG shares held by Liberty for the benefit of Liberty policyholders which are
deemed to be treasury sharesin the group’ s consolidated accounts.

Liberty’s operating earnings for the year ended 31 December 2018 increased by 42 per cent. compared to
the prior year, driven by strong performances in Individual Arrangements and STANLIB (South African
Asset Management). As anticipated by Liberty, given the negative trend in asset prices during the year,
Liberty’s shareholder investment portfolio performed poorly, with earnings down 81 per cent. in 2017.
SBG continues to support Liberty as it executes its remedia and recovery plan and by continuing to
deepen the collaboration between its businesses. Liberty’s IFRS headline earnings, after the adjustments
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for the impact of the Black Economic Empowerment entities preference share income (profit or losses
made on shares held within the Group which relate to Group entities, must be excluded per IAS 32) and
the Liberty Two Degrees ("L2D") listed Rea Estate Investment Trust accounting mismatch (an
accounting mismatch arises on the consolidation of L2D in the group annual financia statements,
resulting from the different measurement bases applied to L2D’s assets (fair value) versus Liberty Group
Limited’s policyholder liabilities (measured at the listed price of L2D shares)), declined to R2.6 billion
from R3.3 billion in the prior year.

Headline earnings attributable to SBG, adjusted by R129 million for the impact of deemed treasury shares,
were R1,6 billion, 11 per cent. higher than in the prior year.

The tables below present a summary of the Liberty main performance indicators for the years ended 31
December 2018 and 31 December 2017.

Headline earnings per key business areas:

31 December
2018 2017
(Rm)
South African INSUranCe OPEr LIONS.........ccueiriiirierieieie ettt sttt e et se et b e be e i e 2,009 1,665
SA Retail (previously Individual Arrangements) .........coveeeueerrerieiieninieieeesese e 1,581 1,208
LIDEITY COMPOIGLE......cueuertieeiereetste sttt ettt ettt b et b e et b et b e e e b e s e e hesb et eb e e eb e b ebesbeneebennenesbeneas 52 81
LIDFIN MBIKELS.......coececee e 376 376
South Africa Asset Management - STANLIB ..ot 355 252
F N o= W =o T S 8 7
OperationsuNder OWNEN SNIP FEVIEW ........cueiriiieiiiiiririeiee ettt enens (166) (322)
LibErty AffiCAINSUIAINCE .....cvieeeieieecicieisiei ettt sa ettt et e e e se s eseseeneetenaenenaeneas (18) 4
STANLIB AfTICAL...vu.eveeveeveeeeeseesesesseeseseseeestesssssssssesesssesssssssssass s ssesss st anssessessasssssssasssansesssessassanssasnes (19) (226)
LIDETY HEBITN ...t (78) (54)
ShOM-LEIM INSUIANCE ... vttt sttt e seese st e e s ae e eseneesesee e ese e e sesesessenenteneenn (51) (46)
Central cost and SUNATY INCOME......cccieieirieririeerereeseete st tereseeesseseesessesaesessesessenssseseesessesessassesessens (200) (190)
Normalised operating ear nings 2,006 1,412
LiDFIN INVESIMENES - SIP......coiiiiiiiiceeee s 250 1,307
Normalised headline ear nings 2,256 2,719
BEE PreferenCe Shar€S iNCOME.........coutiuriiriiirienietesiee sttt ettt st e sbe e b e b e e b et ebeseenenbeneas (©)] (10
Accounting profit and loss mismatch arising on consolidation of Liberty Two Degrees...........c.coceeuene 397 543
[ R Y a1== Vo [T g T= = T o g T TSR 2,645 3,252
External assets under management:
31 December
2018 2017
(Rm)

Asset management — assets UNAer ManNagEeMENL.......ccvrucerierrereeereeeseeereseseseesessesessesesseseesessesesses 55 438
Wealth management — funds under adminiStration ..o 337 337
SiNGIE MANAGEN UNIT EIUSL......citiietieeceteeeie ettt sttt st e b e b e e e e s b et e b e e e st e b e s et nbennenas 122 128
INSELULONEI MAIKELING ...ttt ettt b et se et b e e snene s 64 56
Linked and structured life ProdUCES............ceiriiiieieiric et 80 84
MUt -MBNAGEN ... 20 16
AfricaRegions 51 53
Total external assets under management and adminiStration ...........ccoccvernenniereienense e 392 385

Governance, regulatory supervision and compliance
Governance approach

Liberty’s governance structures and processes provide for sound and prudent management and oversight
of the Group’'s businesses in the interests of customers, shareholders and other stakeholders. The
structures and processes support and enhance the ability of those responsible for the governance of
Liberty (the board, senior management and heads of key functions) to manage Liberty’s businesses
effectively.

Liberty Compliance
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During 2018, Liberty was compliant in all material respects with the requirements of the Companies Act
No. 71 of 2008, the applicable Companies Act Regulations, the Financia Stability Board board notice
158 of 2014 “Governance and Risk Management Framework for Insurers’ and the Listings Requirements
of the JSE Limited. Complying with all applicable legidation, regulations, standards and codes is integral
to the group’s culture and imperative to achieving our strategy. The board delegates responsibility for
compliance to management and monitors this through the compliance control function. The compliance
management committee assesses the impact of proposed legislation and regulation. Any other material
regulatory issues are escalated to the group control and risk oversight committee and thereafter the group
risk committee. During 2018, no material breaches were identified that require separate disclosure.

Capital adequacy risk

The new Insurance Act No. 18 of 2017 was effective from the 1 July 2018. The Solvency Assessment and
Management ("SAM") regime is similar in many respects to the Solvency |1 Directive that was agreed by
the European Parliament in 2009. The primary purpose of SAM is the protection of policyholders and
beneficiaries.

The regulatory capital requirements at group level have been calculated based on the group supervision
rules specified by the SAM regime. These include:

e For South Africa life insurance entities, the assessment of capital is on a SAM supervisory basis
as prescribed by the Prudential Authority. Thiswill apply to Liberty Group Limited, the Group’s
main long-term insurance licence;

e For other South Africa regulated entities, regulatory capital requirements continue to follow
rules defined by their appropriate regulator; and

e For non-South Africainsurance entities, these entities' capital requirement will be assessed on a
SAM supervisory basis or via equivalent risk-based regimes.

The group remains well capitalised in respect of the new prudential regulatory regime, which became
effective from 1 July 2018.

Headline earnings and net asset value of SBG, by key legal entity

Headline earnings

31 December
2018 2017
(Rm)
SBSA Group as consolidated iNt0 SBG........ccuiuiiriirririeiesieirie st see e 16,021 16,528
Africa Regionslegal entities..........ccoceevrevvrerirericnnene. 8,025 6,751
Standard Bank Wealth International ...........ccccceeee 1,005 625
Other group entities.........coccoverriereinenseseeseesees 796 364
Standard Insurance Limited..........coccovevniineincnncneenene 494 432
SBG SECUMLIES. ..ot 76 196
Standard Advisory London .........cccceeeeeveereneresenenieneennnns 75 65
(01107 ol OO 151 (329)
Banking actiVitieS......cccccovvreieveienereeeseeseesee e 25,847 24,268
Other banking iNterests........c.ccoeoeveinenneneieneeree 418 567
ICBC Standard Bank Plc (40 per cent. shareholding) (74) 152
ICBC Argentina (20 per cent. shareholding) 492 415
LiDErtY. oo 1,600 1,435
StANAAr d BANK GIrOUP ..c.coveveiiiiieieiiiniei sttt 27,865 26,270

Y Included is the elimination of gains and losses on deemed IFRS treasury shares relating to client trading activities in SBG
Securities of R15m (2017: (R236m)).
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Net asset value

31 December

2018 2017
(Rm)
IS =S N €] o o SRS SRSRT 97,650 100,791
Africa Regionslegal entities.........ccccveerenrinnienecresee e 38,690 29,139
Standard Bank Wealth INternational .............cccceueiiiinnnnrcce s 5,553 4,096
ONEr grOUP ENTITIES ... .ottt b ket re b reetas 4,467 4,809
Standard INSUranCe LIMItE..........c.ovieiii e 1,618 1,424
SBG Securities................ 1,431 1,355
Standard Advisory Londo 613 583
(0]11- SN . 805 1,447
BanKiNg GCHVITIES ..o 146,360 138,808
(@ 1= g o Tz g g To T T = == S 7,852 7,493
ICBC Standard Bank Pic (40 per cent. shareholding).........cocovveueeeiririeeeininnieieesesesieiesesesesee s 6,463 5,653
ICBC Argentina (20 per cent. Shareholding) .........coueerueerienieirieiese e 1,389 1,840
[T o= o OO PRTOTR TR 10,849 10,719
SEANAAr A BANK G OUP ....eeveiiiiirieneeiieie ettt sttt e e st be et b e e b e e e b e se e st e be e sbe s eb e e eseneenes 165,061 157,020
Employees

For the year ended 31 December 2018, the Group had 53,178 employees (compared to 54,558 employees
for the year ended 31 December 2017). For the year ended 31 December 2017, 52 per cent. of the Group's
employees worked in PBB (compared to 51 per cent. for the year ended on 31 December 2017) whereas 7
per cent. worked in CIB during the same period (compared to 7 per cent. for the year ended on 31
December 2017). For the year ended 31 December 2018, 11 per cent. of the Group's employees worked in
Liberty (compared to11 per cent. for the year ended on 31 December 2017). The remaining 30 per cent. of
employees worked in the Central and Other Services segment within the Group (compared to 30 per cent.
for the year ended on 31 December 2017).

A significant number of the Group's non-manageria employees are represented by trade unions. The
Group has not experienced any significant strikes or work stoppages in recent years.

The Group has developed employment policies to meet the needs of its different business segmentsin the
locations in which they operate, embodying principles of equal opportunity. The Group has a statement of
business standards with which it expects its employees to comply. The Group encourages the involvement
of employees in the performance of the business in which they are employed and aims to achieve a sense
of shared commitment.

GOVERNANCE

The Group operates within a clearly defined governance framework. The board-approved framework
outlines mechanisms for the Group to implement robust governance practices and provides clear direction
for decision-making across al disciplines. Through this framework the board has delegated the day-to-
day management of the Group, in writing, to SBG's chief executive without abdicating the board’s
responsibility. This governance framework enables the board of directors of SBG (the "SBG Board") to
balance its role of providing risk oversight and strategic counsel with ensuring adherence to regulatory
reguirements and risk tolerance.

The SBG Board is ultimately responsible for governance. The chairman is an independent non-executive
and the roles of chairman and chief executive are separate. This board composition ensures there is a
balance of power on the SBG Board, so no individual or group can dominate the SBG Board's processes
or decision making and stimulates robust challenge and debate. In discharging its responsihilities, the
SBG Board delegates authority to relevant board committees and individuals with clearly-defined
mandates and delegated authorities, although the SBG Board retains its responsibilities. Each committee
has a mandate, which the SBG Board reviews at least once a year. Mandates for each committee set out
its role, responsibilities, scope of authority, composition, terms of reference and procedures. The SBG
Board's committees include the directors affairs committee, audit committee, risk and capital
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management committee, the SBG social and ethics committee, SBG technology and information
committee, SBG model approval committee, SBG remuneration committee and SBSA large exposure
credit committee. The executive committee assists the chief executive in the day-to-day management of
the affairs of the Group, subject to statutory parameters and matters reserved for the SBG Board. The
SBG Board delegates responsibility for compliance to management and monitors this through the
compliance function and a dedicated regulatory and legislative oversight function.

King Code

The King Code has formed the cornerstone of our approach to governance. The Group supports the
overarching goals of King IV, namely ethical culture, good performance, effective control and legitimacy.
The SBG Board is satisfied with the Group’ s application of the principles of King IV. A statement on the
Group's application of the King IV principlesis available online at www.standardbank.com.

Board of Directors

The SBG Board is constituted in accordance with SBG's Memorandum of Incorporation. The SBG Board
is a unitary board and is considered effective and of an appropriate size for the Group. As at 6 March
2019, the SBG Board comprised 16 directors, 10 of whom are independent non-executive directors, four
of whom are non-executive directors and two of whom are executive directors.

The current members of the SBG Board are listed bel ow:

Name Title Year Joined SBG Board
Thulani Gcabashe Chairman, Independent, non-executive 2003
Hao Hu Deputy chairman, non-executive 2017
Jacko Maree Deputy chairman, non-executive 2016
Geraldine Fraser-Mol eketi Independent, non-executive 2016
Trix Kennealy Independent, non-executive 2016
Nomgando Matyumza Independent, non-executive 2016
Kgomotso Moroka Non-executive 2003
Martin Oduor — Otieno Independent, non-executive 2016
André Parker Independent, non-executive 2014
Atedo Peterside Independent, non-executive 2014
Myles Ruck Independent, non-executive 2002
Peter Sullivan Independent, non-executive 2013
John Vice Independent, non-executive 2016
Lubin Wang Non-executive director 2017
Sim Tshabalala Chief Executive 2013
Arno Daehnke Executive — Group Financial Director 2016

For abridged curricula vitae of the SBG Board directors, see "Description of The Standard Bank of South
Africa Limited".

Changesto the SBG's Board

Richard Dunne retired from the SBG Board at the end of the 2018 AGM, having reached retirement age.
Ben Kruger retired as executive director as at 31 December 2018.
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Conflicts of Interest

In terms of the Companies Act No. 71 of 2008 ("Companies Act"), directors are required to disclose their
outside business interests. At the beginning of each meeting, directors declare whether there are any
conflicts of interest in relation to matters tabled for consideration. Directors do not participate in the
meeting when the SBG Board considers any matters in which they may be conflicted and are recused
from the meeting. The Group's secretary maintains a register of directors’ interests, which is tabled at the
board meeting and any changes are submitted to the board as they occur. The Group complies with the
provisions of the Companies Act in thisregard. The SBG Board is aware of the other commitments of its
directors and is satisfied that all directors allocate sufficient time to enable them to discharge their
responsibilities effectively.

The business address of the members of the SBG Board is SBG's registered address, 9th Floor, Standard
Bank Centre, 5 Simmonds Street, Johannesburg 2001, PO Box 7725, Johannesburg 2000, South Africa.

CAPITAL ADEQUACY

The Group's capital management function is designed to ensure that regulatory requirements are met at
al times and that the Group and its principal subsidiaries are capitalised in line with the Group’s risk
appetite and target ratios, both of which are approved by the SBG Board. It further aims to facilitate the
alocation and use of capital, such that it generates a return that appropriately compensates shareholders
for the risks incurred. Capital adequacy is actively managed and forms a key component of the Group’'s
budget and forecasting process.

The South African Reserve Bank ("SARB") adopted Basel 111 from 1 January 2013 and the Group has
been compliant with the minimum requirements from that date. The Basel 1ll capita adequacy
reguirements are subject to phase-in rules with full implementation from 1 January 2019.

The impact of the IFRS 9 implementation on 1 January 2018 was a decrease in the common equity tier |
ratio of 70 bps as at the date of the initial application which represented the fully-loaded IFRS 9 transition
impact. The impact on the Group's common equity tier | ratio after taking into account the Prudential
Authority's 3-year phase-in provison was a decrease of 18 bps. Given the Group's strong capital
adequacy position, the Group was able to absorb the common equity tier | capital impact. IFRS 9 had a
small impact on the Group's total capital adequacy due to the add-back to tier |1 capital that is permitted
for provisions that exceed the regulatory expected loss. The volatility that arises from the add-back due to
the adoption of IFRS 9 is carefully monitored on an ongoing basis.

The Basel |l post-crisis reform proposals and the potential requirements for loss absorbing and
recapitalisation capacity of systemically important banks may impact capital levels going forward. The
implementation date of the more significant Basal 111 post-crisis reform proposalsis 1 January 2022 with
transitional arrangements for the phasing-in of an aggregate output floor from 1 January 2022 to 1
January 2027. The Basel |1l post-crisis reform proposals provide for areas of national discretion and the
Group will, through relevant industry bodies, engage the Prudential Authority on the South African
implementation of the proposals.

The Group manages its capital levels to support business growth, maintain depositor and creditor
confidence, create value for shareholders, and ensure regulatory compliance. The main regulatory
requirements to be complied with are those specified in the Banks Act No. 71 of 2008 and related
applicable regulations, which are aligned with Basel 111.

Regulatory capital adequacy is measured through three risk-based ratios, namely common equity tier 1,
tier 1 and total capital adequacy ratios which are calculated on the following bases:

e Common equity tier 1: ordinary share capital, share premium, retained earnings, other reserves
and qualifying non-controlling interest less impairments divided by total risk weighted assets
(“RWA™").

e Tier 1: common equity tier 1 and other qualifying non-controlling interest plus perpetual, non-
cumulative instruments with either contractual or statutory principal loss absorption features that
comply with the Basel 111 rules divided by total RWA. Perpetual, non-cumulative preference
shares that comply with Basel | and Basel 11 rules are included in tier 1 capital but are currently
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subject to regulatory phase-out requirements over a ten-year period, which commenced on 1
January 2013.

e Total capital adequacy: tier 1 plus other items such as general credit impairments and
subordinated debt with either contractual or statutory principal loss absorption features that
comply with the Basel 11l rules divided by total RWA. Subordinated debt that complies with
Basel | and Basel | rulesisincluded in total capital but is currently subject to regulatory phase-
out requirements, over aten-year period, which commenced on 1 January 2013.

RWA are calculated in terms of the Banks Act and related regulations, which are aligned with Basel [11.

The SARB adopted the leverage framework that was issued by the Basel Committee for Banking
Supervision ("BCBS") in January 2014 with formal disclosure requirements commencing from 1 January
2015. The non risk-based leverage measure is designed to complement the Basel 111 risk-based capital
framework. The Group’s leverage ratio inclusive of unappropriated profit was 8.1 per cent. as at 31
December 2018 (compared to 8.1 per cent. as at 31 December 2017), in excess of the SARB minimum
reguirement of 4 per cent.

The following table sets out the Group’s Tier 1 and Tier 2 capital excluding unappropriated profit for the
years ended 31 December 2018 and 31 December 2017, on aBasel 111 basis.

Basel 111 qualifying capital excluding unappropriated profits

31 December
2018 2017
(Rm)
IFRS ordinary shar eholder’s equity 165,061 157,020
Qualifying non-controlling interest 5,451 4,892
Less: regulatory adjustments (24,628) (32,326)
Goodwill (2,208) (1,904)
Other intangible assets (17,703) (18,603)
Shortfall of credit provisionsto expected future losses' — (2,076)
Investmentsin financial entities (8,616) (9,141)
Other adjustments including IFRS 9 phase-in 3,899 (602)
Less: regulatory exclusions (unappropriated profits) (11,643) (11,304)
CET | capital 134,241 118,282
Qualifying other equity instruments 5,702 6,291
Qualifying non-controlling interest 385 416
Tier | capital 140,328 124,989
Qualifying tier Il subordinated debt 17,545 14,777
General allowance for credit impairments 2,776 2,173
Tier 11 capital 20,321 16,950
Total regulatory capital 160,649 141,939
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Basel 11 risk-weighted assets and associated capital requirements

Minimum
RWA capital
requirements’®
2018 2017 2018
(Rm) (Rm)
Credit risk (excluding counterparty credit risk (CCR)) 759 117 666 422 84 659
Of which: standardised approach? 323810 267 924 36 112
Of which: internal rating-based (IRB) approach 435 307 398 498 48 547
CCR 27338 24 350 3049
Of which: standardised approach for CCR 4526 3424 505
Of which: IRB approach 22812 20926 2544
Equity positionsin banking book under mar ket-based approach 3282 6 154 366
Securitisation exposuresin banking book 659 747 74
Of which: IRB approach 466 394 52
Of which: IRB supervisory formula approach 193 353 22
Market risk 70479 60 021 7 860
Of which: standardised approach 56 645 47 217 6317
Of which: internal model approach (IMA) 13834 12804 1543
Operational risk 168 380 158 670 18778
Of which: standardised approach 97 427 91818 10 865
Of which: advanced measurement approach (AMA) 70953 66 852 7913
Amounts below the thresholds for deduction (subject to 250% risk weight) 50 387 40 682 5619
Total 1079 642 957 046 120 405

1 For reporting periods up to 31 December 2017, the group deducted from available capital the shortfall of IAS 39 credit provisions
to regulatory expected loss. Given that the IFRS 9 impairment provisions are greater than the regulatory expected losses, this
adjustment is no longer required.

2 Measured at 11.1 per cent. (2017: 10.8 per cent.) in line with Basdl 111 transitional requirements and excludes any bank-specific
capital requirements. There is currently no requirement for the countercyclical buffer add-on in SA. The impact on the group's
countercyclical buffer requirement from other jurisdictions in which the group operates is insignificant (buffer requirement of
0.0273 per cent.).

3 Portfolios on the standardised approach relate to the Africa Regions and portfolios for which application to adopt the internal
model approach has not been submitted, or for which application has been submitted but approval has not been granted.
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The following tables detail the Group’s capital adequacy ratios for the years ended 31 December 2018
and 31 December 2017 on a Basel Ill basis including phased-in and fully loaded post IFRS 9

implementation.

Capital Adequacy Ratios (Phased-in)*

2018 SARB

minimum

regulatory

requirement?

%

Total capital adequacy ratio 111
Tier | capital adequacy ratio 8.9
CET | capital adequacy ratio 7.4

Capital Adequacy Ratios (Fully L oaded)*

2018 SARB

minimum

regulatory

requirement?

%

Total capital adequacy ratio 111
Tier | capital adequacy ratio 8.9
CET | capital adequacy ratio 7.4

Internal
target
ratios®

%

15.0-16.0

12.0-13.0

11.0-125

Internal
target
ratios®

%

15.0-16.0

12.0-13.0

11.0-125

! Capital adequacy ratios based on the SARB IFRS 9 phased-in approach.

2 Excludes confidential bank-specific add-ons.
3 Including unappropriated profits.

4 Capital ratios based on theinclusion of the full IFRS 9 transactional impact.

Including
unappropriated profits

2018 2017
% %
16.0 16.0
141 14.2
135 135
Including

unappropriated profits

2018 2017

% %
158 16.0
13.6 14.2
131 135

Source: This information has been extracted from SBG’s 2018 Risk and Capital Management Report

BASEL 11

Excluding
unappropriated profits

2018 2017
% %
149 14.8
130 131
124 124
Excluding

unappropriated profits

2018 2017

% %
14.7 14.8
12.6 131
12.0 124

Banks in South Africa adopted Basel 111 with effect from 1 January 2013. Basdl 111 aims to enhance
financial stability globally by increasing the quality and level of capital to be held by banks, extending the
risk framework coverage, by introducing new liquidity ratios and a non-risk based leverage ratio. The
Bank Supervision Department of the SARB (now referred to as the Prudential Authority) commenced
with itsimplementation from 1 January 2013 by way of the amended Regulations Relating to Banks as of
20 May 2016, and banks in South Africa have thus adopted the Basel 111 accord. SBG has approval from
the SARB to use the advanced internal ratings-based ("AIRB") approach for its credit portfoliosin SBSA.
For internal management purposes, SBG utilises AIRB measures and principles wherever possible.
Further, SBG has approval from the SARB to adopt the market-based approach for certain equity
portfolios in SBSA and has approval for using the advanced measurement approach ("AMA") operationa

risk framework.
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SBG aso has approval from the SARB to use the "internal models approach” for most trading product
groups and across most market risk types for SBSA.

In Basel 111, the BCBS introduced significant changes to the Basel Il framework, including, amongst
others:

Capital

The quality, consistency and transparency of the capital base levels have increased. In the new framework,
the regulatory deductions should mainly be applied to the common equity component of the capital base.
Further, to be eligible as Tier | and Tier Il capital, instruments need to meet more stringent requirements
than were applied under Basel 1.

The Basal 11l framework introduces a capital conservation buffer of 2.5 per cent. on top of these
minimum thresholds. If a bank does not meet this buffer, constraints will be imposed on the bank’s capital
distribution, such as dividends. Also, in periods of excess growth, banks will be required to hold an
additional countercyclical buffer of up to 2.5 per cent. in order to avoid facing restrictions.

Leverage Ratio

The BCBS has also proposed a requirement that, effective from 1 January 2018, the risk-sensitive capital
framework be supplemented with a non-risk based measure, the leverage ratio (the "L everage Ratio").
The Leverage Ratio is calculated as the Tier | capital divided by the exposure (being on and off-balance
sheet exposures, with certain adjustments for selected items such as derivatives). It is envisaged that the
final calibration of the Leverage Ratio, and any further definition amendments, will be implemented by
2022.

Liquidity

Another key component of the Basel Il framework is the introduction of increased regulations for
liquidity risks. The objective of the liquidity reform is to improve the banking sector’s ability to absorb
shocks arising from financial and economic stress, thereby reducing the risk of spillover from the
financial sector to the real economy.

The BCBS has developed two new quantitative liquidity standards as part of the Basel 111 framework;
namely the Liquidity Coverage Ratio ("LCR") (phased-in from 1 January 2015) and the Net Stable
Funding Ratio ("NSFR") (effective 1 January 2018). The LCR’s objective is to measure SBG's ability to
manage short-term liquidity stress and ensure the appropriate holding of surplus qualifying liquid assets.
The NSFR’s objective is to measure long-term structural funding stability in order to address the
structural liquidity mismatch inherent in banking operations. Both the LCR and NSFR calculations are
subject to an observation period prior to implementation such that any unintended conseguences can be
identified.

The BCBS has aso put a more stringent regulatory framework into place for the monitoring of intraday
liquidity risk. Management of intraday liquidity risk forms a key element of a bank’s overall liquidity risk
management framework. The mandatory tools introduced by the BCBS are for monitoring purposes, and
only international active banks will be required to apply them. National regulators will determine the
extent to which the tools apply to banks that only operate domestically within their jurisdictions. Monthly
reporting on the monitoring tools commenced on 1 January 2015.

Risk-Weighting (Finalised Basel 111 reforms)

On 7 December 2017, the BCBS published the Basel 111 finalised reforms for the calculation of RWA and
a capital floor to be implemented on 1 January 2022. These reforms are the completion of work that the
BCBS has been undertaking since 2012 to address inefficiencies that emerged from the financial crisisin
2008 and impacts both standardised and advanced internal models.

Reducing variation in the internal ratings-based (" IRB") approach for credit risk

The revised IRB framework constrains the use of the IRB approach which allows banks to estimate the
probability of default ("PD"), loss given default ("LGD"), exposure at default ("EAD™) and maturity of
an exposure for low default asset classes. These include exposures to large and medium-sized corporates,
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banks and other financial institutions, securities firms and public-sector entities. The Group's relevant
legal entities will now have to use the foundation internal ratings-based ("FIRB") approach for these
exposures. The FIRB approach is more conservative as it applies fixed values to the LGD and EAD
parameters. In addition, all IRB approaches are being removed for exposures to equities.

For the remaining asset classes, the revised IRB framework also introduces minimum “floor” values for
bank-estimated IRB parameters which are used as inputs to the calculation of RWA. These include PD
floors for both the FIRB and AIRB approaches, and LGD and EAD floors for the AIRB approach. The
Committee agreed on various additional enhancements to the IRB approaches to further reduce
unwarranted RWA variability, including providing greater specification of the practices that banks may
use to estimate their model parameters.

Given the enhancements to the IRB framework and the introduction of an aggregate output floor, the
BCBS has removed the 1.06 scaling factor that is currently applied to RWASs determined by the IRB
approach to credit risk.

The date of implementation for these revisions are 1 January 2022.
Standardised approach for credit risk

The revisions to the standardised approach for credit risk (implementation date of 1 January 2022),
enhances the regulatory framework by improving its granularity and risk sensitivity. It provides. a more
granular approach for unrated exposures to banks and corporates; a recalibration of risk weighting for
rated exposures, a more risk-sensitive approach for real estate exposures based on their loan to value;
separate treatment for covered bonds; specialised lending; exposures to SME’s, a more granular risk
weight treatment for subordinated debt and equity exposures, and a recalibration of credit conversion
factors for off balance sheet exposures.

Credit Valuation Adjustment ("CVA") risk capital charge

The initial phase of Basel 111 reforms introduced a capital charge for potential mark-to-market losses of
derivative instruments as aresult of the deterioration in the creditworthiness of a counterparty.

The final reforms introduce two new approaches for the calculation of the CVA risk capital charge: a
basic approach (a full version including CVA hedges, or reduced version) and a standardised approach
based on the fundamental review of the trading book ("FRTB") market risk standardised approach with
minimum requirements regarding sensitivity calculations. The changes also include a €100 hillion
threshold for a simplified treatment (double counterparty credit risk capital requirement) and new
digibility requirements for CVA hedges.

The implementation date of the final reformsis 1 January 2022.
Operational risk

The BCBS has streamlined the operational risk framework. The AMA for calculating operational risk
capital requirements (which are based on banks internal models) and the existing standardised
approaches are replaced with a single risk-sensitive standardised approach to be used by all banks.

The new standardised approach for operational risk, with an implementation date of 1 January 2022,
determines a bank’s operational risk capital requirements based on two components: a measure of a
bank’s income and a measure of the historical losses experienced by the bank. Conceptually, it assumes
that operational risk increases at an increasing rate with a bank’s income and banks which have
experienced greater operational risk losses historically are assumed to be more likely to experience
operational risk lossesin the future.

Output floor

The Basel 111 reforms replace the existing Basel 11 floor with a floor based on the revised Basdl Il
standardised approaches. Consistent with the original floor, the revised floor places a limit on the
regulatory capital benefits that a bank using internal models can derive relative to the standardized
approaches. In effect, the output floor provides a risk-based backstop that limits the extent to which banks
can lower their capital requirements relative to the standardised approaches.
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This helps to maintain a level playing field between banks using interna models and those on the
standardised approaches. It also supports the credibility of banks risk-weighted calculations and
improves comparability viathe related disclosures.

Under the revised output floor, banks' risk-weighted assets must be calculated as the higher of

(i) total RWA calculated using the approaches that the bank has supervisory approval to usein
accordance with the Basel capital framework (including both standardised and internal
model -based approaches); and

(i) 72.5 per cent. of the total RWA calculated using only the standardised approaches.
Risk-Weighting (Other Basd 111 refor ms)
Counterparty Credit Risk

The BCBS has finalised the rules for the standardised approach for counterparty credit risk ("SA-CCR").
From 1 March 2019, the SA-CCR will be used to calculate the counterparty credit risk exposure
associated with over-the-counter ("OTC") derivatives, exchanges traded derivatives and long settlement
transactions. The new SA-CCR is more risk sensitive than previoudly, limits the need for discretion by
national authorities, minimises the use of banks’ internal estimates and avoids undue complexity.

Securitisation framework

The BCBS has finalised changes to the Basel securitisation framework. The new framework, to be
implemented by 1 March 2019, provides a revised set of approaches for determining the regulatory
capital requirements in relation to securitisation exposures with the following aims: reducing mechanistic
reliance on external ratings; increasing risk weights for highly rated securitisation exposures; reducing
risk weights for low-rated securitisation exposures; reducing cliff effects (where small changes in the
quality of an underlying pool of securitised exposures quickly leads to significant increases in capital
reguirements); and making the framework more risk-sensitive.

Fundamental Review of the Trading Book

Some initial measures to improve market risk were introduced by the BCBS in 2009 (known as "Basel
2.5"). The BCBS recognised that these incremental changes to the market risk framework were only
temporary, and that further measures were required to improve trading book capital requirements. The
new market risk framework ("Fundamental Review of the Trading Book") was published on 14
January 2016. Following this publication, the BCBS released on the 22 March 2018, “Revisions to the
minimum capital requirements for market risk”, a consultative document that addresses issues that the
Basel Committee has identified in the course of monitoring the implementation and impact of the
standard. The implementation date of the final reformsis 1 January 2022.

Interest Rate Risk in the Banking Book (“IRRBB”)

Arising from the Fundamental Review of the Trading Book, the Bank of International Settlement
appointed a team to evaluate and refine the existing Pillar 2 treatment for spread risk in the banking book.
In April 2016 the BCBS issued standards for IRRBB. The standards revise the BCBS' 2004 "Principles
for the management and supervision of interest rate risk", which set out supervisory expectations for
banks' identification, measurement, monitoring and control of IRRBB, as well as its supervision. The
revised standards also introduced a strengthened Pillar 2 approach. The newly revised Standards for
IRRBB cover the enhanced requirements over 12 principles. Nine principles are directed to banks
including identification of IRRBB, sound methodologies, risk appetite and limits, internal reporting,
external disclosures, data, controls and model risk management. Three principles are directed to
supervisors and focus on review of the soundness of banks' IRRBB management, collaboration among
supervisors and identification of outlier banks.

The revised standards are expected to be implemented by 1 January 2020.
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Systemically important financial institutions (" SIFIS")

The guidance developed by the BCBS and the Financial Stability Board form the basis for the
requirements of domestic systemically important banks in South Africa. South African banks have
developed their recovery plans in line with global standards. The specific "domestic systemically
important bank ("DSIB") capital requirements have been applied to the relevant banks from 1 January
2016.

Recovery plans focus on plausible management or recovery actions that can be taken to reduce risk and
conserve capital during times of severe stress. Resolution plans are typically developed by the supervisor
with the objective of ensuring that SIFIs are resolvable and will not become a burden to tax payers.

Although the Basel 111 phase-in approach affords SBG a period of time before full compliance is required,
SBG maintains a strong focus on achieving these liquidity and capital requirements within the specified
timelines. Specific areas of focus include optimising capital and liquidity allocation between product lines,
trading desks, industry sectors and legal entities, such that financial resources can be alocated in a
manner that enhances the overall Group's economic profit and return on equity, embedding risk-adjusted
performance measures into the performance measurement and reporting processes of the Group; and
ensuring that the Group is adequately positioned to respond to changing regulatory rules under Basel 111.

Pillar 3 disclosures

The BCBS finalised the first phase of the Pillar 3 disclosure review in January 2015. The revised
disclosure standards aimed to increase transparency of a bank's risk exposure and the adequacy of its
regulatory capital, thereby promoting market discipline. Banks were required to publish these enhanced
disclosures from their 2016 year end. These requirements were adopted by the Group.

The Basel Committee on Banking Supervision thereafter issued Pillar 3 disclosure requirements, a
consolidated and enhanced framework. This standard, with which the Group complied, represented the
second phase of the Committee's review of the Pillar 3 disclosure framework and built on the revisions to
the Pillar 3 disclosure published by the Committee in January 2015.

The Basel Committee on Banking Supervision then issued in February 2018 for consultation, Pillar 3
disclosure requirements, an updated framework. Many of the proposed disclosure requirements published
were related to the finalisation of the Basel 11l post-crisis regulatory reforms in December 2017 and
include new or revised requirements:

(i) for credit risk (including provisions for prudential treatment of assets), operational risk, the
leverage ratio and CVA,;

(ii) that would benchmark a bank's RWA as calculated by its internal models with RWA calculated
according to the standardised approaches; and

(iii) that provide an overview of risk management, key prudential metrics and RWA.

In addition, the publication proposes new disclosure requirements on asset encumbrance and capital
distribution constraints.

Together with the first phase and second phase of the revised Pillar 3 disclosure requirements issued in
January 2015 and March 2017 respectively, the proposed disclosure requirements would comprise the
single Pillar 3 framework.

The implementation date for the revised requirements for Pillar 3 disclosures related to the finalisation of
the Basdl 11l post-crisis regulatory reforms in December 2017, is 1 January 2022. The implementation
date for the new disclosure requirements on asset encumbrance and capital distribution constraints is 31
December 2019.

The Group has aformal program in place for the adoption of these requirements.
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LEGAL PROCEEDINGS

There are no governmental, legal or arbitration proceedings (nor are there any such proceedings which are
pending or threatened of which SBG is aware) which may have, or have during the 12 months prior to the
date of this Base Prospectus had, a significant effect on the financial position or profitability of SBG
and/or the Group taken as awhole. SBG and its subsidiaries have sued and are defendants in a number of
legal proceedings incidental to their operations. While any litigation has an element of uncertainty, SBG
does not expect that the outcome of any such proceeding, either individually or in aggregate, will have a
material adverse effect upon SBG's consolidated financial position or results.

INFORMATION TECHNOLOGY

With the significant impact of the digital revolution, consumers and businesses are being forced to change
the way they interact. IT is central to the Group's ability to adapt to a changing world and create
sustainable long-term value for the Group’s stakeholders. SBG regards IT as a strategic asset which
supports, sustains and enables growth and operational excellence within the Group.

The Group's IT strategy is aligned to, and a key enabler of, the Group’s strategic vision. The key
elements of the Group’s IT strategy are focused on embedding a culture which is aimed at ensuring that
the Group's systems are "always on" (available to our customers) and secure (through managing the risk
of unauthorised security breaches), driving the ssimplification of the Group's systems, and in having the
right, engaged employees to deliver on the strategy. The first phase of the Group’s IT transformation
programme “Accelerate” was completed in 2017. The programme implemented the adoption of "Agile at
Scale', an infrastructure efficiency initiative, which is operational, the achievement of improved
Occupational Health Index scores ("OHI") and the achievement of affordability targets. The
modernisation of the Group's core banking platforms is a key part of achieving the Group’s IT strategy,
and the Group has invested heavily (over the last couple of years) in transforming its IT platforms from
complex legacy systems to a simplified and standardised platform. The majority of these programmes
were closed in 2018, with the associated capabilities being transitioned into business as usual. The IT
transformation and modernisation programmes have enabled the Group to be well positioned to respond
to changing client needs and to contribute towards SBG's strategic focus areas around client centricity,
digitisation and building a universal financial services organisation.

Management believes that Group’s overall IT stability is currently acceptable with significant volumes
noted across the Group's digital offerings, with more than 139 million transactions per month with an
approximate value of R85bn processed across digital channels. SBG continues to invest in its I T security
strategy and enhance its current capabilities. SBG sets security, recovery and business resumption as a
key focus area, and regularly tests contingency procedures so that interruptions are minimised, and this
has yielded a 68 per cent. and 72 per cent. decrease in material system stability incidents in South Africa
and Africa Regions respectively, during 2018.

IT governance functions provide oversight of IT within the Group to ensure that technology contributes
to creating sustainable value both in the short and long term. The SBG Board is responsible for ensuring
that prudent and reasonable steps have been taken regarding IT governance. The Group IT committee is
an SBG Board committee with responsibility for ensuring the implementation of the IT governance
framework across Group. The committee has the authority to review and provide guidance on matters
related to the Group’s IT strategy, budget, operations, policies and controls, the Group’s assessment of
risks associated with IT, including disaster recovery, business continuity and IT security, as well as
oversight of significant IT investments and expenditure.

The committee is chaired by an independent SBG Board member, who is al'so a member of the Group risk
and capital management committee. The chief information officers of each business unit within SBSA
and the Africa and Outside Africa Regions are accountable to their chief executives as well as to the
Group chief information officer to ensure that the IT strategy is aligned and integrated with the business
strategies.
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REGULATION
General regulatory requirements

The Issuer is subject to the Banks Act and is supervised by the Financial Conglomerate Supervision
Department.

Please see the section of this Base Prospectus headed "Risk Factors - The impact of any future change in
law or regulation on SBG's businessis uncertain” on pages 15 to 16.

Anti-money laundering regulatory requirements

SBG is committed to and supports global efforts to combat money laundering and terrorist financing.
Consequently, SBG has drafted and implemented policies and procedures to assist it in complying with its
legislative obligations in respect of anti-money laundering and combating the financing of terrorism
requirements in each jurisdiction in which it operates. Meeting anti-money laundering and terrorist
financing control requirements imposes significant obligations in terms of client identification and
verification, record keeping, staff training and the detection and reporting of suspicious and unusual
transactions. Minimum standards are implemented throughout SBG and particular emphasis is placed on
enhancing internal systems and processes to assist in managing money laundering and terrorist financing
risks. SBG continues to enhance and automate its anti-money laundering and terrorist financing detection
measures. SBG also has a dedicated anti-money laundering surveillance unit that is responsible for
receiving, evaluating and reporting suspicious or unusua transactions and activities to the appropriate
authorities. This unit also ensures full co-operation with law enforcement agencies, including the release
of information to them in terms of SBG’slegal obligations.

Anti-bribery and corruption requirements

Anti-bribery and corruption policies are implemented consistently across the Group. All companiesin the
Group are committed to the highest level of ethical behaviour and have a zero tolerance for bribery and
corruption. The Group requires compliance with anti-bribery and corruption laws in all markets and
jurisdictions in which it operates. These laws include, but are not limited to, the South African Prevention
and Combating of Corrupt Activities Act No.12 of 2004, the UK Bribery Act and the U.S. Foreign and
Corrupt Practices Act.

SBG has developed and implemented an anti-bribery and corruption ("ABC") compliance programme
which is aligned with global best practice (in particular the ABC guidance that has been issued by the
Organisation for Economic Co-operation and Development). The programme includes drafting and
regular updates to the ABC policy, which is applicable to all employees of the Group, irrespective of
location or jurisdiction.

Furthermore, all SBG staff are required to complete ABC general awareness training annually. Regular
reviews of the effectiveness of the ABC programme are conducted in the form of risk assessments and
routine monitoring activities.

-154 -



RISK MANAGEMENT

Effective risk management is fundamental to the business activities of the Group. The Group operates
under the SBG enterprise risk management ("ERM") governance framework which consists of:

o risk governance committees at a board and management level;
o risk governance standards, frameworks and policies; and
o three lines of defence.

Risk gover nance committees

Board sub-committees responsible for the oversight of risk management comprise the Risk and Capital
Management Committee ("RCMC"), the Audit Committee ("AC"), the technology and information
committee and the model approval committee.

Executive management oversight for all risk types has been delegated by the Group executive committee
to the Risk Oversight Committee (the "ROC") which, in turn, assists the RCMC to fulfil its mandate. As
is the case with the RCMC, the ROC calls for and evaluates in-depth investigations and reports based on
its assessment of the risk profile and external factors. The ROC delegates authority to various sub-
committees which deal with specific risk types or oversight activities. Matters are escalated to the ROC,
based on materiality, through reports or feedback from the sub-committee chairman. These sub-
committees are the:

o Corporate and Investment Banking and Personal and Business Banking Credit Governance
Committees;

o Asset and Liability Committee (the "ALCQ") (which also covers market risk);

o Compliance Committee;

o Country Risk Management Committee;

o Equity Risk Committee;

) Internal Financial Control Governance Committee;

o Operational Risk Committee;

) Sanctions and Client Risk Review Committee;

o Stress Testing and Risk Appetite Committee; and

o Recovery and Resol ution Plan Committee.
Governance documents
Governance documents within the ERM governance framework comprise standards, frameworks and
policies which set out the requirements for the identification, assessment, measurement, monitoring,
managing and reporting of risks for effective oversight of compliance and effective management of
capital. Governance standards and frameworks are approved by the relevant board committee.
Governance policies are approved by the executive committee or sub-committee, the relevant ROC sub-

committee, the ROC itself or, where regulations require board approval, by the SBG Board or the relevant
board committee.

Thethreelines of defence

The Group uses the three lines of defence governance model which promotes transparency, accountability
and consistency through the clear identification and segregation of roles.
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The first line of defence is made up of the management of business lines and legal entities. It is the
responsibility of first line management to identify and manage risks. Thisincludes, at an operational level,
the day-to-day effective management of risk in accordance with agreed risk policies, appetite and controls.
Effective first line management includes:

e theproactive self-identification of issues and risks, including emerging risks;
e thedesign, implementation and ownership of appropriate controls;

e theassociated operational control remediation; and

e astrong control culture of effective and transparent risk partnership.

The second line of defence functions provide independent oversight and assurance. They have resources
at the centre and embedded within the business lines. Central resources provide group-wide oversight of
risks, while resources embedded within the business lines support management in ensuring that their
specific risks are effectively managed as close to the source as possible. Central and embedded resources
jointly overseerisks at alegal entity level.

The second line of defence functions develop, implement and integrate governance standards,
frameworks and policies for each material risk type to which the Group is exposed. This ensures
consistency and an enterprise-wide approach across the Group’s business lines and legal entities.
Compliance with the standards and frameworks is ensured through self-assessments by the second line of
defence and reviews by Internal Audit ("IA").

The third line of defence provides independent and objective assurance to the Board and senior
management on the effectiveness of the first and second lines of defence. This responsibility lies within
the |A function.

All three levels report to the Board, either directly or through the RCMC and AC.

RISK APPETITE AND STRESSTESTING

The key to the Group's long-term sustainable growth and profitability lies in ensuring that there is a
strong link between itsrisk appetite and its strategy.

Risk appetite is set, and stress testing activities are undertaken, at a group level, in business units, in risk
types and at alegal entity level.

The primary management level governance committee overseeing risk appetite and stress testing is the
Group stress testing and risk appetite committee.

The principal governance documents are the risk appetite governance framework and the stress testing
governance framework.

Risk appetite gover nance framewor k
The risk appetite governance framework guides:
e setting and cascading of risk appetite by Group, business line, risk type and legal entity;
e  measurement and methodology;
e  governance;
e monitoring and reporting of risk profile; and
e  escalation and resolution.

The Group has adopted the following definitions, where entity refers to a business line or legal entity
within the Group, or the Group itself:
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e Risk appetite: an expression of the amount or type of risk an entity is generally willing to take in
pursuit of its financial and strategic objectives, reflecting its capacity to sustain losses and
continue to meet its obligations as they fall due, under both normal and a range of stress
conditions.

e Risk appetite trigger: an early warning trigger set at alevel that accounts for the scope and nature
of available management actions and ensures that corrective management action can take effect
and prevent arisk tolerance limit breach.

e Risk tolerance: the maximum amount of risk an entity is prepared to tolerate above risk appetite.
The metric isreferred to as arisk tolerance limit.

e Risk capacity: the maximum amount of risk the entity is able to support within its available
financial resources.

e Risk appetite statement ("RAS"): the documented expression of risk appetite and risk tolerance
which have been approved by the entity’s relevant governance committee. The RAS is reviewed

and revised, if necessary, on an annual basis.

e Risk profile: Therisk profile is defined in terms of three dimensions, namely

. current or forward risk profile;
. unstressed or stressed risk profile; and
. pre- or post-management actions.

The current risk profile is the amount or type of risk that the entity is currently exposed to. The unstressed
forward risk profile is the forward-looking view of how the entity’s risk profile is expected to evolve
under expected conditions. The effectiveness of available management actions can be assessed through an
analysis of pre- and post-management action risk profiles against risk appetite triggers and tolerance
limits.

Stresstesting gover nance framewor k

Stress testing is subject to the Group’s stress testing governance framework which sets out the
responsibilities for and approaches to stress testing activities. Stress testing is a key management tool
within the Group and is used to evaluate the sensitivity of the current and forward risk profiles relative to
different levels of risk appetite. Stress testing supports a number of business processes including:

e strategic planning and financial budgeting;

e theinterna capital adequacy assessment process, including capital planning and management and
the setting of capital buffers;

e liquidity planning and management;
e informing the setting of risk appetite;

e identifying and proactively mitigating risks through actions such as reviewing and changing
limits, limiting exposures and hedging;

e facilitating the development of risk mitigation or contingency plans, including recovery plans,
across a range of stressed conditions; and

e  supporting communication with internal and external stakeholders including industry-wide stress
tests performed by the regulator.

Stress testing programme

The stress testing programme uses one or a combination of stress testing techniques, including scenario
analysis, sensitivity analysis and reverse stress testing to perform stress testing for different purposes.
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CREDIT RISK

Credit risk is the risk of loss arising out of failure of obligors to meet their financial or contractual
obligations when due.

The Group’s credit risk is a function of its business model and arises from wholesale and retail 1oans and
advances, underwriting and guarantee commitments, as well as from the counterparty credit risk arising
from derivatives and securities financing contracts entered into with our customers and trading
counterparties. To the extent equity risk is held on the banking book, it is also managed under the credit
risk governance framework.

The management of credit risk is aligned to the Group’ s three lines of defence framework.

The business functions own the credit risk assumed by the Group and, as the first line of defence, is
primarily responsible for its management, control and optimisation in the course of business generation.

The credit function acts as the second line of defence and is responsible for providing independent and
objective approval and oversight for the credit risk-taking activities of business, to ensure the process of
procuring revenue, while assuming risk, is undertaken with integrity. Further, second-line oversight is
provided by the Group risk function through independent credit risk assurance. The third line of defence
is provided by the Group internal audit ("GIA"), under its mandate from the group audit committee
("GAC").

Credit risk is managed through:
e  maintaining a culture of responsible lending and a robust risk policy and control framework;

e identifying, assessing and measuring credit risk across the Group, from an individua facility
level through to an aggregate portfolio level;

e defining, implementing and continually re-evaluating risk appetite under actual and stressed
conditions;

e monitoring the Group’s credit risk exposure relative to approved limits; and

e ensuring that there is expert scrutiny and approval of credit risk and its mitigation independently
of the business functions.

The Group's credit governance process relies on both individual responsibility and collective oversight,
supported by comprehensive and independent reporting. This approach balances strong corporate
oversight at a Group level, with participation by the Group’s senior executives, in al significant risk
matters.

Credit risk is governed in accordance with the Group’s comprehensive enterprise risk management
governance framework as defined and detailed in the Group credit risk governance standard and the
model risk governance framework.

Credit risk is managed through the CIB and PBB credit governance committees, the Group ERC (al
subcommittees of GROC) and the intragroup exposure committee (a subcommittee of the Group ALCO).
These governance committees are key components of the credit risk management framework. They have
clearly defined mandates and delegated authorities, which are reviewed regularly. Their mandates include

e responsibility for credit concentration risk decision-making and delegation thereof to
credit officers and subcommittees within defined parameters,

e Kkey aspects of rating systems and credit risk models are approved by the PBB, CIB and
group model approval; and

e committees, al of which are mandated by the board as designated committees. Regular
model validation and reporting to these committees is undertaken by the independent
central validation function.
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Exposureto Credit Risk
Loans and advances are analysed and categorised based on credit quality using the following definitions:
Default

Whilst the specific determination of default varies according to the nature of the product, it is generally
determined by the Group as occurring at the earlier of:

e where, in the Group’s view, the counterparty is considered to be unlikely to pay amounts due on
the due date or shortly thereafter without recourse to actions such as the realisation of security; or

e when the counterparty is past due for more than 90 days (or, in the case of overdraft facilitiesin
excess of the current limit).

A financial asset is considered to be in default when there is objective evidence of impairment. The
following criteriais used in determining whether there is objective evidence of impairment for financial
assets or groups of financial assets:

e dignificant financial difficulty of borrower and/or modification (i.e. known cash flow difficulties
experienced by the borrower);

e abreach of contract, such as default or delinquency in interest and/or principal payments;
e disappearance of active market due to financial difficulties;
e it becomes probable that the borrower will enter bankruptcy or other financial reorganisation; or

e where the Group, for economic or legal reasons relating to the borrower’s financial difficulty,
grants the borrower a concession that the group would not otherwise consider.

Exposures which are overdue for more than 90 days are also considered to be in default.
Performing loans
Performing loans are classified into two categories, namely:

e neither past due nor specifically impaired loans: these loans are current and fully compliant with
all contractual terms and conditions. Normal monitoring loans within this category are generally
rated 1 to 21, and close monitoring loans are generally rated 22 to 25 using the group’s master
rating scale.

e early arrears but not specifically impaired loans: early arrears but not specifically impaired loans
include those loans where the counterparty has failed to make contractual payments and
payments are less than 90 days past due, but it is expected that the full carrying value will be
recovered when considering future cash flows, including collateral. Ultimate loss is unlikely but
could occur if the adverse conditions persist.

Non-performing loans

Non-performing loans are those loans for which the Group has identified objective evidence of default,
such as a breach of a material loan covenant or condition, or instalments are due and unpaid for 90 days
or more.

Non-performing but not specifically impaired loans are not specifically impaired due to the expected
recoverability of the full carrying value when considering the recoverability of future cash flows,
including collateral.

Non-performing specifically impaired loans are those loans that are regarded as non-performing and for
which there has been a measurable decrease in estimated future cash flows.

Specifically impaired loans are further analysed into the following categories:
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e substandard: Items that show underlying well-defined weaknesses and are considered to be
specifically impaired;

e doubtful: Items that are not yet considered final losses due to some pending factors that may
strengthen the quality of the items; and

e |oss: Items that are considered to be uncollectible in whole or in part. The Group provides fully
for its anticipated loss, after taking collateral into account.

Please refer to the tables set out on pages 142 to 145 of the Group’s 2018 annual financial statements with
regard to the Group’s maximum exposure to credit risk by credit quality as at 31 December 2018 and 31
December 2017.

Collateral

Please refer to the tables set out on pages 147 to 148 of the Group’s 2018 annual financial statements for
details of the financial effect that collateral has on the Group’s maximum exposure to credit risk as at 31
December 2018.

Collateral includes:
e financial securities that have a tradable market such as shares and other securities,
e physical items such as property, plant and equipment; and
e financial guarantees, suretyships and intangible assets.

Netting agreements which do not qualify for offset under International Financial Reporting Standards,
but which are nevertheless enforceable, are included as part of the Group’s collateral for risk management
purposes. All exposures are presented before the effect of any impairment provisions. In the retail
portfolio, 56 per cent. (compared to 56 per cent. in 2017) is fully collateralised. The R4.5 hillion
(compared to R3.0 hillion in 2017) of retail accounts that lie within the O to 50 per cent. range of
collateral coverage mainly comprise accounts which are either in default or legal. The total average
collateral coverage for all retail mortgage exposures in the 50 to 100 per cent. collateral coverage
category is 79 per cent. (compared to 95 per cent. in 2017).

Of the Group’s total exposure, 57 per cent. (compared to 48 per cent. in 2017) is unsecured and mainly
reflects exposures to well-rated corporate counterparties, bank counterparties and sovereign entities.

The Group does not currently trade commodities that could give rise to physica commodity inventory or
collateral exposure with the exception of precious metals. In the normal course of its precious metal
trading operations the Group does not hold allocated physical metal; however, this may occur from time-
to-time. Where this does occur, appropriate risk and business approval is required to ensure that the
minimum requirements are satisfied, including but not limited to approval of risk limits and insurance
cover.

COUNTRY RISK

Country risk, also referred to as cross-border transfer risk, is the uncertainty of whether obligors,
(including the relevant sovereign, and including the obligations of branches and subsidiaries in a country)
will be able to fulfil their obligations to the Group given the palitical or economic conditions in the host
country.

All countries to which the Group is exposed are reviewed at least annualy. Internal rating models are
employed to determine ratings for jurisdiction, sovereign and transfer and convertibility risk. In
determining the ratings, extensive use is made of the Group’s network of operations, country visits and
external information sources. These ratings are also a key input into the Group’s credit rating models.

The model inputs are continuously updated to reflect economic and political changes in countries. The
model outputs are internal risk grades that are calibrated to a jurisdiction risk grade from AAA to D, as
well as sovereign risk grade and transfer and convertibility risk grade ("SB") from SBO1 to SB25.
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Countries with sovereign/jurisdiction risk ratings weaker than SB07/a, referred to as medium and high-
risk countries, are subject to more detailed analysis and monitoring.

Country risk is mitigated through a number of methods, including:
e political and commercial risk insurance;
e co-financing with multilateral institutions; and

e  structures to mitigate transferability and convertibility risk such as collection, collateral and
margining deposits outside the jurisdiction in question.

The primary management level governance committee overseeing this risk type is the Country Risk
Management Committee. The principal governance documents are the country risk governance standard.

The risk distribution of cross-border country risk exposures is weighted towards European, Asian and
North American low-risk countries, as well as sub-Saharan African medium- and high-risk countries.

The following graph shows the Group’s exposure to the top five medium- and high-risk countries for the
yearsindicated. These exposures are in line with the Group’ s growth strategy, which focused on Africa.

Top five medium- and high-risk country EAD (USDm)
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FUNDING AND LIQUIDITY RISK

Liquidity risk is defined as the risk that an entity, although solvent, cannot maintain or generate sufficient
cash resources to meet its payment obligations in full as they fall due, or can only do so at materially
disadvantageous terms.

The nature of banking and trading gives rise to continuous exposure to liquidity risk. Liquidity risk may
arise where counterparties, who provide the Group with short-term funding, withdraw or do not roll over
that funding, or normally liquid assets become illiquid as a result of a generalised disruption in asset
markets.

The Group manages liquidity in accordance with applicable regulations and within the Group’s risk
appetite framework. The liquidity risk governance framework supports the measurement and management
of liquidity across both the corporate and retail sectors to ensure that payment obligations can be met by
the group’s legal entities under both normal and stressed conditions. Liquidity risk management ensures
that the Group has the appropriate amount, diversification and tenor of funding and liquidity to support its
asset base at all times. The group manages liquidity risk as three interrelated pillars, which are aligned to
the Basel 111 liquidity requirements.

The primary management level governance committee overseeing liquidity risk is ALCO, which is
chaired by the financial director. The principal governance documents are the liquidity risk governance
standard and model risk governance framework.
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Basel |11 liquidity impact

The liquidity coverage ratio ("LCR") is a metric introduced by the BCBS to measure a bank’s ability to
manage a sustained outflow of customer funds in an acute stress event over a 30-day period. The ratio is
calculated by taking the Group’s high-quality liquid assets ("HQLA") and dividing it by net cash
outflows. The minimum regulatory L CR requirement for 2018 was 90 per cent., increasing by a further 10
per cent. on 1 January 2019 to reach the full 100 per cent. requirement.

The NSFR metric is designed to ensure that term assets are sufficiently funded by stable sources, such as
capital, term borrowings or other stable funds.

Contingency funding plans

Contingency funding plans are designed to protect stakeholder interests and maintain market confidence
in the event of a liquidity crisis. The plans incorporate an early warning indicator process supported by
clear crisis response strategies

The plans incorporate an early warning indicator process supported by clear crisis response strategies.
Early warning indicators cover bank-specific and systemic crises and are monitored according to assigned
frequencies and tolerance levels.

Crisis response strategies are formulated for the relevant crisis management structures and address
internal and external communications and escalation processes, liquidity generation management actions
and operations, and heightened and supplementary information requirements to address the crisis event.

Liquidity stresstesting and scenario analysis

Stress testing and scenario analysis are based on hypothetical as well as historical events. These are
conducted on the Group'’s funding profiles and liquidity positions. The crisisimpact is typically measured
over a 30 calendar-day period as this is considered the most crucia time horizon for a liquidity event.
This measurement period is also consistent with the Basel I11 LCR requirements.

Anticipated on- and off-balance sheet cash flows are subjected to a variety of bank-specific and systemic
stresses and scenarios to evaluate the impact of unlikely but plausible events on liquidity positions. The
results are assessed against the liquidity buffer and contingency funding plans to provide assurance as to
the Group’ s ability to maintain sufficient liquidity under adverse conditions.

Internal stress testing metrics are supplemented with the regulatory Basel 11 LCR to monitor the Group’s
ability to survive severe stress scenarios.

Total contingent liquidity

Portfolios of highly marketable liquid instruments to meet regulatory and internal stress testing
reguirements are maintained as protection against unforeseen disruptions in cash flows. These portfolios
are managed within AL CO-defined limits on the basis of diversification and liquidity.

The table that follows provides a breakdown of the Group’s liquid and marketable securities as at 31
December 2018 and 31 December 2017. Eligible Basel 111 HQLA are defined according to the BCBS
January 2013 LCR and liquidity risk monitoring tools framework. Managed liquidity represents
unencumbered marketable instruments other than eligible Basel 111 LCR HQLA (excluding trading assets)
which would be able to provide significant sources of liquidity in a stress scenario.

TOTAL CONTINGENT LIQUIDITY

2018 2017

Rbn Rbn

Eligible LCR HQLA1 comprising: 301.3 251.3
Notes and coins 20.3 18.3
Balances with central banks 42.6 38.8
Government bonds and bills 194.4 149.1
Other eligible assets 44.0 45.1
Managed liquidity 83.8 71.0
Total contingent liquidity 385.1 322.3
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Total contingent liquidity as a %
of funding-related liabilities (%) 27.6 25.2

Eligible LCR HQLA considers any liquid transfer restrictions that will inhibit the transfer across jurisdictions.

Structural liquidity requirements
Net stable funding ratio

The Basel 11l NSFR became effective on 1 January 2018 with the objective to promote funding stability
and resilience in the banking sector by requiring banks to maintain a stable funding profile in relation to
the composition of its assets and off-balance sheet activities. The available amount of stable funding
("ASF") is defined as the portion of capital and liabilities expected to be reliable over the one-year time
horizon considered by the NSFR. The amount of RSF is a function of the liquidity characteristics and
residual maturities of the various assets (including off-balance sheet exposures) held by the bank. By
ensuring that banks do not embark on excessive maturity transformation that is not sustainable, the NSFR
is intended to reduce the likelihood that disruptions to a bank’s funding sources would erode its liquidity
position, increase its risk of failure and potentially lead to broader systemic risk.

Maturity analysis of financial liabilities by contractual maturity

The following table analyses cash flows on a contractual, undiscounted basis based on the earliest date on
which the Group can be required to pay (except for trading liabilities and derivative liabilities which are
presented as redeemable on demand) and will therefore, not agree directly with the balances disclosed in
the consolidated statement of financial position.

Derivative liabilities are included in the maturity analysis on a contractual, undiscounted basis when
contractual maturities are essential for an understanding of the derivatives’ future cash flows.
Management considers only contractual maturities to be essential for understanding the future cash flows
of derivative liabilities that are designated as hedging instruments in effective hedge accounting
relationships. All other derivative liabilities, together with trading liabilities, are treated as trading and are
included at fair value in the redeemable on demand bucket since these positions are typically held for
short periods of time. The table also includes contractual cash flows with respect to off-balance sheet
items which have not yet been recorded on-balance sheet. Where cash flows are exchanged
simultaneously, the net amounts have been reflected.

Redeemable Maturing Maturing Maturing Maturing Total

ondemand withinone between between six after 12 Rm
Rm month onetosix to 12 months
Rm months months Rm
Rm Rm

2018
Financial liabilities
Derivative financial instruments 49 586 1 198 152 232 50 169
Instruments settled on a net

basis 31016 1 111 53 146 31 327
Instruments settled on a gross

basis 18 570 87 99 86 18 842
Trading liabilities 61 267 61 267
Deposits and debt funding 912 296 63 412 154 403 80128 195 352 1405591
Subordinated debt 58 411 6 594 15901 22 964
Other 18 196 18 196
Total 1023 149 81 667 155012 86 874 211 485 1558 187
Unrecognised financial
liabilities
Letters of credit and bankers’

acceptances 17 801 17 801
Guarantees 85576 85576
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Irrevocable unutilised facilities 77 253 77 253
Total 180 630 180 630
2017
Financial liabilities
Derivative financial

instruments’ 73676 12 32 29 73 749
Instruments settled on a net

basis’ 47 023 12 32 29 47 096
Instruments settled on a gross

basis 26 653 26 653
Trading liabilities 63576 63576
Deposits and debt funding 787 553 101 860 120565 84 280 177 282 1271540
Subordinated debt 134 344 19719 20197
Other 14 958 14 958
Total 924 805 116 818 120 711 84 656 197030 1444020
Unrecognised financial
liabilities
Letters of credit and bankers’

acceptances 13413 13413
Guarantees 63761 63761
Irrevocable unutilised facilities 62 347 62 347
Total 139521 139521

Funding activities

Funding markets are evaluated on an ongoing basis to ensure appropriate funding strategies are executed
depending on the market, competitive and regulatory environment. The Group continues to focus on
building its deposit base as a key component of the group’s funding mix. Deposits sourced from South
Africa and other mgjor jurisdictions in the Africa Regions, Ise of Man and Jersey provide diversity of
stable funding sources for the group. Primary funding sources are in the form of deposits across a
spectrum of retail and wholesale clients, as well asloan and debt capital markets across the Group.

Total funding-related liabilities increased from R1,277 billion as at 31 December 2017 to R1,393 billion
as at 31 December 2018. The following table sets out the Group’s funding-related liabilities composition
as at 31 December 2018 and 31 December 2017:

FUNDING-RELATED LIABILITIES COMPOSITION:

2018 2017

Rbn Rbn
Corporate funding 418 391
Retail deposits2 378 343
Institutional funding 305 296
Interbank funding 88 60
Government and parastatals 86 72
Senior debt 59 58
Term loan funding 29 32
Subordinated debt issued 21 19
Other liabilities to the public 9 6
Total funding-related liabilities 1393 1277

Composition aligned to Basel I1l liquidity classifications.
Comprises individual and small business customers.

MARKET RISK

Market risk istherisk of a change in the market value, actual or effective earnings or future cash flows of
a portfolio of financia instruments, including commodities, caused by adverse movements in market
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variables such as equity, bond and commodity prices, currency exchange rates and interest rates, credit
spreads, recovery rates, correlations and implied volatilities in all of these variables.

The governance management level committee overseeing market risk is the Group ALCO. The principal
governance documents are the market risk governance standard and the model risk governance
framework.

Trading book market risk

Trading book market risk is represented by financial instruments, including commodities, held in the
trading book arising out of normal global markets’ trading activity.

The Group’s policy is that all trading activities are undertaken within the Group’s global markets’
operations. The market risk functions are independent of trading operations and accountable to the
relevant legal entity ALCOs. ALCOs have a reporting line into the Group ALCO, a subcommittee of
GROC.

All value-at-risk ("VaR") and stressed VaR ("SVaR") limits require prior approval from the respective
entity ALCOs. The market risk functions have the authority to set limits at alower level.

Exposures and excesses are monitored and reported daily. Where breaches in limits and triggers occur,
actions are taken by market risk functions to bring exposures back in line with approved market risk
appetite, with such breaches being reported to management and legal entity ALCOs.

Measurement

The techniques used to measure and control trading book market risk and trading volatility include VaR
and SVaR, stop-loss triggers, stress tests, backtesting and specific business unit and product controls.

VaR and SvVaR

The Group uses the historical VaR and SVaR approach to quantify market risk under both normal and
stressed conditions. For risk management purposes, VaR is based on 251 days of unweighted recent
historical data updated at least monthly, a holding period of one day and a confidence interval of 95 per
cent. SVaR uses a similar methodology to VaR but is based on a 251-day period of financial stress, which
isreviewed quarterly, and assumes a 10 day holding period and aworst case loss.

Where the Group has received internal model approval, the market risk regulatory capital requirement is
based on a VaR and SVaR, both of which use a confidence level of 99 per cent. and a 10-day holding
period.

Limitations of historical VaR are acknowledged globally and include:

e Theuse of historical dataas a proxy for estimating future events may not encompass all potential
events, particularly those which are extreme in nature;

e Theuse of aone-day holding period assumes that all positions can be liquidated or the risk offset
in one day. This may not fully reflect the market risk arising at times of severeilliquidity, when a
one-day holding period may be insufficient to liquidate or hedge all positions fully; and

e The use of a 95 per cent. confidence level, by definition, does not take into account losses that
might occur beyond thislevel of confidence.

VaR is calculated on the basis of exposures outstanding at the close of business and therefore does not
necessarily reflect intra-day exposures. VaR is unlikely to reflect loss potential on exposures that only
arise under significant market movements.

In general, the Group’s trading desks have run similar levels of market risk in 2018 when compared to
2017 aggregate normal VaR, and reduced levels when compared to aggregate SVaR.

TRADING BOOK NORMAL VAR ANALYSIS BY MARKET VARIABLE
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Normal VaR

Maximum®  Minimum® Average Closing

Rm Rm Rm Rm
2018
Commodities risk 3 1 2
Foreign exchange risk 20 8 12 12
Equity position risk 12 2 6 8
Debt securities 33 12 17 20
Diversification benefits (10) (16)
Aggregate 37 17 25 25
2017
Commodities risk 2 1
Foreign exchange risk 38 13 22 13
Equity position risk 12 3 6 5
Debt securities 22 12 16 12
Diversification benefits’ (14) (11)
Aggregate 46 17 31 20

! The maximum and minimum VaR figures reported for each market variable do not necessarily occur on the same day. As a result,
the aggregate VaR will not equal the sum of the individual market VaR values, and it is inappropriate to ascribe a diversification
effect to VaR when these values may occur on different days.

2 Diversification benefit is the benefit of measuring the VaR of the trading portfolio as awhole, that is, the difference between the
sum of theindividual VaRs and the VaR of the whole trading portfolio.

Trading book issuer risk

Equity and credit issuer risk is assumed in the trading book by virtue of normal trading activity and is
managed according to the Group’s market risk governance standard. These exposures arise from, among
others, trading in equities, debt securities issued by corporate and government entities as well as trading
credit derivative transactions with other banks and corporate clients.

The credit spread and equity issuer risk is incorporated into the daily price movements used to compute
VaR and SVaR, as mentioned above for issuer risk and transactions that incorporate material counterparty
value adjustment and debit value adjustments.

The VaR models used for credit spread and equity issuer risk are only intended to capture the risk
presented by historical day-to-day market movements, and therefore do not take into account
instantaneous or jump to default risk. Issuer risk isincorporated in the standardised approach interest rate
risk charge.

Sop-losstriggers

Stop-loss triggers are used to protect the profitability of the trading desks and are monitored by market
risk on adaily basis. The triggers constrain cumulative or daily trading losses through acting as a prompt
to areview or close-out positions.

Stresstests

Stress testing provides an indication of the potential losses that could occur under extreme but plausible
market conditions, including where longer holding periods may be required to exit positions. Stress tests
comprise individual market risk factor testing, combinations of market factors per trading desk and
combinations of trading desks using a range of historical, hypothetical and Monte Carlo simulations.
Daily losses experienced during the year ended 31 December 2018 did not exceed the maximum tolerable
losses as represented by the Group’s stress scenario limits.

- 166 -



Backtesting

The Group backtests its VaR models to verify the predictive ability of the VaR calculations and ensure
the appropriateness of the models within the inherent limitations of VaR.

Backtesting compares the daily hypothetical profit and losses under the one-day buy and hold assumption
to the prior day’s calculated VaR. In addition, VaR is tested by changing various model parameters, such
as confidence intervals and observation periods to test the effectiveness of hedges and risk-mitigation
instruments.

Regulators categorise a VaR model as green, amber or red and assign regulatory capital multipliers based
on this categorisation. A green model is consistent with a satisfactory VaR model and is achieved for
models that have four or less backtesting exceptions in a 12-month period at 99 per cent. VaR. All the
Group's approved models were assigned green status by the SARB for the year ended 31 December 2018.

Soecific business unit and product controls

Other market risk limits and controls specific to individual business unitsinclude permissible instruments,
concentration of exposures, gap limits, maximum tenor, stop loss triggers price validation and balance
sheet substantiation.

Interest raterisk in the banking book

Banking book-related market risk exposure principally involves managing the potential adverse effect of
interest rate movements on banking book earnings (net interest income and banking book mark-to-market
profit or loss) and the economic value of equity.

The Group’ s approach to managing IRRBB is governed by applicable regulations and isinfluenced by the
competitive environment in which the group operates. The Group's treasury and capital management
team monitors banking book interest rate risk on a monthly basis operating under the oversight of the
Group ALCO.

Measurement

The analytical techniques used to quantify interest rate risk in the banking book include both earnings and
valuation-based measures. The analysis takes account of embedded optionality such as loan prepayments
and accounts where the account behaviour differs from the contractual position.

The results obtained from forward-looking dynamic scenario analyses, as well as Monte Carlo
simulations, assist in developing optimal hedging strategies on a risk-adjusted return basis.

Equity risk in the banking book

Equity risk is defined as the risk of loss arising from a decline in the value of equity or an equity-type
instrument held on the banking book, whether caused by deterioration in the underlying operating asset
performance, net asset value, enterprise value of the issuing entity, or by a decline in the market price of
the equity or instrument itself.

Though issuer risk in respect of tradable equity instruments constitutes equity risk, such traded issuer risk
is managed under the trading book market risk framework.

Equity risk relates to all transactions and investments subject to approval by the equity risk committee, in
terms of that committee’s mandate, and includes debt, quasi-debt and other instruments that are
considered to be of an equity nature.

For the avoidance of doubt, equity risk in the banking book excludes strategic investments in the Group’s
subsidiaries, associates and joint ventures deployed in delivering the group’s business and service
offerings unless the group financia director and Group chief risk officer deem such investments to be
subject to the consideration and approval by the Group ERC.
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The table below illustrates sensitivity for all non-trading equity investments assuming a 10 per cent. shift
in the fair value. The analysisis shown before tax.

MARKET RISK SENSITIVITY OF NON-TRADING EQUITY INVESTMENTS

10% Fair value 10%
reduction in Rm increasein
fair value fair value
Rm Rm
2018
Equity securities listed and unlisted 3262 3624 3986
Listed 103
Unlisted 3521
Impact on profit and loss (356) 356
Impact on OCI (7) 7
2017
Equity securities listed and unlisted 3005 3340 3673
Listed 468
Unlisted 2872
Impact on profit and loss (326) 326
Impact on OCI (8) 8

Foreign currency risk

The Group’s primary non-trading related exposures to foreign currency risk arise as a result of the
trandation effect on the Group’s net assets in foreign operations, intragroup foreign-denominated debt
and foreign-denominated cash exposures and accruals.

The Foreign Currency Management Committee, a sub-committee of the Capital Management Committee,
manages the risk according to existing legidation, South African exchange control regulations and
accounting parameters. It takes into account naturally offsetting risk positions and manages the Group’s
residual risk by means of forward exchange contracts, currency swaps and option contracts.

Hedging is undertaken in such away that it does not constrain normal operational activities. In particular,
for banking entities outside of the South African common monetary area, the need for capital to fluctuate
with risk-weighted assetsis taken into account.

The repositioning of the Group’s net asset value by currency profile, which is managed at Group level, is
a controlled process based on underlying economic views and forecasts of the relative strength of
currencies. The Group does not ordinarily hold open exposures of any significance with respect to the
banking book.

Gains or losses on derivatives that have been designated as either net investment or cash flow hedging
relationships in terms of IFRS are reported directly in other comprehensive income, with all other gains
and losses on derivatives being reported in profit or loss.

Foreign currency risk sensitivity analysis

The table that follows reflects the expected financial impact, in rand equivalent, resulting from a 10 per
cent. shock to foreign currency risk exposures, against ZAR. The sensitivity analysisis based on net open
foreign currency exposures arising from designated net investment hedges, other derivative financial
instruments, foreign-denominated cash balances and accruals and intragroup foreign denominated debt.
The sengitivity analysis reflects the sensitivity to Other Comprehensive Income ("OCI™) and profit or loss
on the group’s foreign denominated exposures other than those trading positions for which sensitivity has
been included in the trading book VaR analysis. The group's NAV in foreign operations has not been
included in the table that follows.

FOREIGN CURRENCY RISK SENSITIVITY IN ZAR EQUIVALENTS
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usD Euro GBP NGN Other Total
2018
Total net long/(short) position Rm 80 9 10 (2) 97
Sensitivity (ZAR depreciation) % 10 10 10 10 10
Impact on profit or loss Rm (8) (1) (1) 22 12
2017
Total net long/(short) position Rm 57 6 14 2 (2) 78
Sensitivity (ZAR depreciation) % 10 10 10 10 10
Impact on profit or loss Rm (6) (1) (1) (35) (43)

OPERATIONAL RISK

Operational risk is defined as the risk of loss suffered as a result of the inadequacy of, or a failure in,
internal processes, people and/or systems or from external events.

Operational risk exists in the natural course of business activity. The Group’'s operational risk
governance framework sets minimum standards for operational risk management adopted across
the Group. The purpose of operational risk management is not to eliminate all risks, which is not
viable, but rather to enable management to weigh the payoff between risk and reward. The
framework ensures that adequate and consistent governance is in place, guiding management to
avoid unacceptable risks such as breaking the law:

damaging the Group’s reputation;

disrupting servicesto customers,

wilful conduct failures;

inappropriate market conduct;

knowingly breaching regulatory requirements; and

causing environmental damage.

The Group’s approach to managing operational risk is to adopt fit-for-purpose operational risk practices
that assist line management in understanding their residual risk and managing their risk profile within risk
appetite. The management of operational risk primarily residesin first line, supported by second line with
dedicated centres of excellence. The operational risk management function forms part of the second line
of defence and is an independent area, reporting to the Group Chief Risk Officer.

Operational risk subtypes are managed and overseen by specialist functions. These subtypes include:

cyber risk

model risk;

tax risk;

legal risk;

environmental and social risk;
technology risk;

information risk;

third-party risk;

people risk;
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e  Dbusinessdisruption risk;
e compliancerisk; and
e fraud risk.

The primary management level governance committee overseeing operationa risk is the Group
Operational Risk Committee ("GORC") which is a subcommittee of GROC. The primary governance
document is the integrated operational risk governance framework. Operational risk subtypes report to
various governance committees and have governance documents applicable to each risk subtype.

INSURANCE RISK

Insurance risk is the risk that actual future demographic and related expense experience will differ from
that expected and, therefore, from that used in measuring policyholder liabilities and in pricing products.
Insurance risk arises due to uncertainty regarding the timing and amount of future cash flows from
insurance contracts. Insurance risk applies to long-term insurance operations housed in Liberty and the
short-term insurance operations housed in Liberty Africa, Liberty Health and Standard Insurance Limited
("siL").

Long-term insurance risk

The management and staff in all business units accepting insurance risk are responsible for the day-to-day
identification, analysis, pricing, monitoring and management of insurance risk. It is also management’s
responsibility to report any material insurance risks, risk events and issues identified to senior
management through certain pre-defined escalation procedures.

Liberty’s head of actuarial control function, statutory actuaries (where applicable) and its insurance risk
department provide independent oversight of compliance with Liberty’s risk management policies and
procedures, and the effectiveness of Liberty’s insurance risk management processes.

Risk management takes place prior to the acceptance of risks through product development, pricing
processes and at the point of sale. Risks continue to be managed through the measurement, monitoring
and treatment of risks once the risks are contracted.

Short-term insurance risk

SIL writes mainly property, motor, accident and health insurance on a countrywide basis within South
Africa. Approximately 70 per cent. of the total gross written premium is property insurance which
indemnifies, subject to any limits or excesses, the policyholder against loss or damage to their own
property and business interruption arising from this damage. Liberty writes medical expense insurance
through Total Health Trust Limited to government employees and corporate customers in Nigeria
Medical expense cover is also provided via subsidiary Liberty Health Holdings (Pty) Limited, to
customersin 22 African countries.

Short-term insurance risk is managed through various control process, including risk rating pricing,
underwriting conditions, product design, efficient and effective claims management processes, fraud risk
management and reinsurance controls.

The principal governance document governing short-term insurance risk is the short-term insurance risk
governance standard. The insurance entity manages risk through the consideration of trigger conditions
that result in the review of itsrisk strategy. This considers the nature, scale and complexity of the entity’s
risks. Risk appetite metrics and stress/scenario testing form part of risk management practices to better
understand and manage the threats and opportunities the business faces.
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DESCRIPTION OF THE STANDARD BANK OF SOUTH AFRICA LIMITED
OVERVIEW

The Standard Bank of South Africa Limited ("SBSA") is the largest bank in South Africa (measured by
assets) as at 31 December 2018. SBSA is a wholly-owned subsidiary of SBG. SBSA is a universal bank
providing retail, corporate, commercial and investment banking services to individuals and companies
across South Africa. SBSA considers itself to be both a strong domestic bank, and a cross-border bank,
integrated within SBG’s operations and business. SBSA plays a fundamental role in positioning the
Standard Bank Group to capitalise on the pace of growth in African markets. SBSA is the head office for
SBG’s African focus and provides the springboard for SBG’s strategy: the capacities developed by
SBSA’s South African operations provide the foundation of knowledge and experience required in
markets in sub-Saharan Africa. As SBG’s largest operating entity, SBSA provides balance sheet capacity
on which to book deals executed in support of SBG’s African strategy. All references herein to "SBSA
Group" areto SBSA and its subsidiaries.

As at 31 December 2018, SBSA Group had total assets of R1,360,262 million (compared to R1,308,800
million as at 31 December 2017) and had loans and advances of R931,659 million for the year ended 31
December 2018 (compared to R900,895 million for the year ended 31 December 2017). As at 31
December 2018, SBSA Group had headline earnings of R15,971 million (compared to R16,078 million as
at 31 December 2017) and had profit for the year attributable to the ordinary shareholder of R15,695
million (compared to R15,941 million for the year ended 31 December 2017).

Originaly founded in 1862, SBSA was a member of Standard Chartered Bank group ("Standard
Chartered") until 1987. Since that time, SBSA has focused on consolidating its position as the premier
universal bank in South Africa, while its parent company, SBG, has an operational footprint in 20 African
countries. SBG is a leading African integrated financial services group offering a full range of banking,
investment, insurance and related services. SBG’s vision is to be the leading financial services
organisation in, for and across Africa by delivering exceptional client experiences and superior value.

SBG was listed on the Johannesburg Stock Exchange ("JSE"), operated by JSE Limited in 1970 and
owns a controlling stake in the South African-listed, wealth management group, Liberty Holdings
Limited. SBG operates as three business units: (1) Personal & Business Banking, (2) Corporate &
Investment Banking and (3) Liberty. SBSA isthe largest operating subsidiary by total assets and income
within the SB Group and represents nearly all of SBG’s South African operations in Personal & Business
Banking and Corporate & Investment Banking.

SBSA operates through two principal business units:
(D] Personal & Business Banking SA (including the Wealth business); and
()] Corporate & Investment Banking SA.

Personal & Business Banking SA provides banking and other financial services to individual customers
and small-to-medium sized enterprises, in particular, mortgage lending, vehicle and asset finance, card
products, transactional products, lending products and wealth products. SBSA aso provides mobile
phone and internet banking services. For the year ended 31 December 2018, Persona & Business
Banking SA recorded profits attributable to the ordinary shareholder of R11,797 million, constituting 75
per cent. of SBSA Group's total profit for the year attributable to the ordinary shareholder® (compared to
R11,343 million and 71 per cent., respectively, for the year ended 31 December 2017). As at 31
December 2018, assets attributable to Personal & Business Banking SA congtituted 41.9 per cent. of
SBSA Group’stotal assets (41.3 per cent. as at 31 December 2017).

Corporate & Investment Banking SA provides corporate and investment banking services to
governments, parastatals, large corporates, financial institutions and multinational corporates and includes
global markets, transactional products and services, client coverage and investment banking. Corporate &

These figures do not reflect indirect support costs which are borne by Other Services SA. Other Services SA provides
centralised support and back office functions to the principal business units. These functions include legal and compliance,
human capital, finance, governance, assurance, IT, procurement, marketing, real estate, risk management, group shared
services and corporate socia investment. The direct costs of the various support functions are re-charged to the relevant
business unit.
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Investment Banking SA contributed 27 per cent. of SBSA Group's profit for the year attributable to the
ordinary shareholder® for the year ended 31 December 2018 (compared to 34 per cent. for the year ended
31 December 2017) and constituted 57 per cent. of its total assets as at 31 December 2018 (compared to
57 per cent. as at 31 December 2017).

SBSA is incorporated in South Africa as a limited liability company and operates under South African
law. SBSA’s registered address is 9th Floor, Standard Bank Centre, 5 Simmonds Street, Johannesburg,
PO Box 7725, Johannesburg 2000, South Africa (telephone number: + 27 11 636 9111).

HISTORY

SBSA is one of the oldest banks in South Africa having originally been incorporated in London as The
Standard Bank of British South Africa Limited in 1862. The word "British" was dropped from SBSA’s
name in 1883. SBSA commenced operations in Port Elizabeth in 1863 and gradually expanded its
geographic area of operation to include the whole of South Africa. In 1962, SBSA was formed and
registered as a South African company, operating as a subsidiary of Standard Bank in London
(subsequently to become Standard Chartered Bank plc).

SBSA is a wholly-owned subsidiary of SBG, formerly known as Standard Bank Investment Corporation
Limited, which was established in 1969 as the holding company for SBSA. SBG continued as a member
of Standard Chartered until 1987 when Standard Chartered plc sold its 39 per cent. ownership of SBG to
Liberty Group Limited, transferring complete ownership of the holding company to local South African
ownership.

CORPORATE STRUCTURE
The Group and relationship with SBSA

SBSA is both a strong domestic bank, which leverages the advantages of its size and scope, and a cross-
border bank, fully integrated with the rest of the Group.

SBG is the ultimate holding company of the SB Group, which is South Africa's largest banking group by
assets. SBG is a leading African integrated financial services group offering a full range of banking,
investment and insurance and related financial services. SBG's strategic focus is on Africa, and SBG
currently operates in 20 countries in sub-Saharan Africa.

The Group's competitive positioning as an African banking group which operates in a number of African
countries and a strong resources focus gives Corporate & Investment Banking SA access to revenue
opportunities beyond the borders of South Africa. It also provides commercial opportunities, experience,
expertise, and intellectual capital from other SBG entities to Corporate & Investment Banking SA which
both enhances the offering to clients and enables SBSA to better manage risk.

Investors should note that SBG is not a guarantor of, and will not guarantee, any Notes issued by SBSA
under the Programme. Investors sole recourse in respect of any Notes issued by SBSA isto SBSA.

SBG has three business units: Personal & Business Banking, Corporate & Investment Banking, and
Liberty. SBSA represents nearly all of SBG’s South African operations in both Personal & Business
Banking and Corporate & Investment Banking and is the largest operating subsidiary by total assets and
income within the Group.

Personal & Business Banking provides banking and other financial services to individual customers and
to small-to-medium sized enterprisesin South Africa, African markets and the Channel Islands.

Corporate & Investment Banking provides banking services to clients including governments, parastatals,
larger corporates, financial institutions and multinational corporates.

Liberty provides life insurance and investment management solutions to individual customers, mainly in
South Africa

o These figures do not reflect indirect support costs which are borne by Other Services SA. Other Services SA provides

centralised support and back office functions to the principal business units. The direct costs of the various support functions
arere-charged to the relevant business unit.
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The following table sets out selected ratios and financial information in relation to SBG as at the dates
indicated.

31 December
2018 2017
Total headling €arNINGS (RM) .....ouiiiiiie ettt b e eee 27,865 26,270
Dividends paid (Rm)................ 17,576 15,510
Total assets (Rm)........... . 2,126,962 2,027,928
Loans and advances (Rm) ........ 1,120,668 1,048,027
Non-performing exposure ratio 38 32
Return 0N Uity (ROE) (90).....cururueuiuiiieieieitreresieiei ettt enebene 18.0 17.1
CIEUIL IOSS TAHO (0) 1evvevvereeecerceeeeseeseseesteseeeseessesaesses s seessessesses s s st s ssesssnses s sssssssasssessessnssssesasnsensnen 0.56 0.87*
** COSt-t0-INCOME Fati0 (%6)..vvvvvveercrrerrrernans 57.0 55.5"
Total capital adequacy ratio (phased in)? (%)... 16.0 16.0
Tier 1 capital adequacy ratio (phased in)? (%).. 14.1 14.2
Total capital adequacy ratio (fully-loaded ) (%)... 15.8 16.0
Tier 1 capital adequacy ratio (fully-loaded) (20).......ceeueirririeiieer s 136 14.2

1 Banking Activities

2 After taking into consideration the SARB’s three-year phase-in provision for IFRS 9 impairment deductions
Source: The financial information and ratios presented above have been extracted from SBG's consolidated audited financial statements and analysis of financial

results booklet as at and for the years ended 31 December 2018 and 31 December 2017.

The following table sets out selected ratios and financial information in relation to each of SBG's
principal business units as at the dates indicated.

Personal & Business Corporate &
Banking' Investment Banking Liberty
31 December 31 December 31 December
2018 2017 2018 2017 2018 2017
Headline earnings? (RM) ........c.ovuevueeeeceeeereereenenns 15,548 14,103 11,177 11,392 1,600 1,435
Return on equity (ROE) (%0).....c.cvvvveurinirrnreieinenens 21.9 20.0 19.3 22.0 15.2 12.7
** COst-t0-iNCOME Iaio (%0) ...vvevereeeerereerereerereenens 60.6 59.0 54.0 51.9 NA NA
Credit 0SS ratio (%0) ..cocoveveeerererireenesiriee s 0.81 1.20 0.16 0.34 NA NA
Third party funds under management (Rbn).......... NA NA NA NA 392 385

1 Wealth financialsincluded in Personal & Business Banking
2 For Liberty, the above represents headline earnings attributable to SBG

Source: The financial information and ratios presented above have been extracted from SBG's consolidated audited financial statements and analysis of financial

results booklet as at and for the years ended 31 December 2018 and 31 December 2017.
Share capital and ownership

SBSA’s authorised share capital is 80,000,000 ordinary shares with a par value of R1 each and
1,000,000,000 non-redeemable, non-cumulative, non-participating preference shares of R0.01 each. As at
31 December 2018, SBSA had issued share capital of 59,997,131 ordinary shares of R1 each, al of which
are owned by SBG. The chart below presents SBG’s corporate structure as at 31 December 2018:
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As at 31 December 2018, the ten largest shareholders in SBG beneficialy held 43.1 per cent. of SBG's
ordinary shares. The table sets out the ten largest shareholders of SBG as at 31 December 2018 and 31
December 2017.

2018 2017
Number of shares Number of shares
(million) % holding (million) % holding

Industrial and Commercial Bank of China...........ccocceeeiienncensienen, 325.0 20.1 325.0 20.1
Government Employees Pension Fund (PIC) 199.7 12.3 199.6 12.3
Allan Gray Balanced FUNd..........c.ccoeiiriniiine e 29.7 18 27.8 17
Alexander Forbes Investments (prev. Investment Solutions)............ 25.8 16 28.3 18
Old Mutual Life Assurance COmpany ..........cceoeeerereeeeerenessereneeeeenns 238 15 19.7 12
Vanguard Emerging Markets Stock Index Fund.. 221 14 238 15
GIC Asset Management ...........coeeeeveeceerererennnnns 21.0 13 183 11
Vanguard Total International Stock Index Fund.. 194 12 16.5 1.0
Dimensional Emerging Markets Vaue Fund ...... 16.8 1.0 17.1 11
Government Of NOIWEY .........cerueirieririereeenie e e 14.8 0.9 9.6 0.6

698.1 431 685.7 424

Source: The shareholdingsin the table are determined from the share register and investigations conducted on SBG's behalf in terms
of section 56 of the Companies Act. 71 of 2008.

STRATEGY

SBG divides its business structure into three business pillars: (1) Personal & Business Banking, (2)
Corporate & Investment Banking, and (3) Wealth, which provides insurance, investments, fiduciary,
specialised banking and multi-generational wealth preservation solutions directly and in partnership with
the SB Group’s subsidiary, Liberty Group. SBSA represents nearly all of SBG’s South African operations
in both Personal & Business Banking and Corporate & Investment Banking and is the largest operating
subsidiary by total and assets and income within the SB Group.

SBG’s strategic focus is on Africa. SBG regards SBSA's business in South Africa as its core operation,
from which SBG develops its strategic focus in Africa. As SBG's largest operating subsidiary by total
assets and income, SBSA’s balance sheet is an important resource for the SB Group. Certain foreign
currency transactions that are too large for the balance sheets of SB Group’s local operations are funded
by SBSA. This increases capital utilisation in South Africa. SBSA therefore cannot be viewed as self-
standing or directly comparable to some of its domestic competitors as it carries assets from entities
outside South Africa on its balance sheet and bears costs on its income statement that are attributable to
SBG aswell asrelated revenues where applicable.

SBSA benefits from diverse revenue streams deriving from its universal bank model, which offers retail,
commercial and investment banking activities and wealth solutions. SBSA serves the full value chain of
customers in South Africa and covers the spectrum from basic to complex financial services, and from
mass market to high net worth individuals, while maintaining high standards of customer service and
ensuring that delivery channels are cost effective. SBSA’s cost-to-income ratio** was 60.3 per cent. in
2018, from 58.3 per cent. in 2017.

The key elements of SBSA’s strategy are as follows:
Personal & Business Banking SA
Transition to a digital financial services business

As the digital revolution transforms the way people bank, SBSA is providing its clients with simpler,
more efficient payment and banking products and services through integrated channels, including mobile
banking. Since 2015, branch transaction volumes have decreased by approximately 14 per cent. per year,
while digital transactions have grown by 34 per cent. in 2018. SBSA’s mobile solutions provided clients
with control of all aspects of their finances on their mobile phones. SBSA completed its core banking
transformation programme in 2017, with 93 per cent. of transaction accounts operating on the new
platform by the end of 2017. SBSA’s mobile and web platforms have been improved to provide clients
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with faster, smpler responses and to create an integrated banking and investment experience. Two-thirds
of clients on SBSA’s mobile application use it on average four times a week.

As aresult of the shift to digital solutions, fewer customers use physical branches. SBSA plans to close
around 90 branches across South Africa in 2019, thereby reducing costs and refocusing resources. It is
planned that services offered at branches will be more oriented toward solving complex problems but will
continue to offer everyday banking products. SBSA offers accessible and convenient digital banking
options for its clients. For example, SBSA’s Instant Money issued more than 2 million vouchersin South
Africa in 2018. Instant Money is a product that uses simple mobile phone technology to provide basic
banking services such as money transfers and withdrawals at retailers' tills. Slydepay, SnapScan and
Shyft offer users greater convenience and cheaper transaction rates than branch or ATM options and are
safe and secure. The Slydepay application provides a cashless payment option for mobile and internet
transactions using VISA, MasterCard and mobile money wallets. SnapScan is a mobile payments
application, providing South Africans with a convenient way to securely pay with their phones. Shyft
is a smartphone application and debit card. Using international currencies has always been difficult in
Africa, where many countries still have strict exchange controls. Shyft allows SBSA customers to buy,
send and store foreign currency (USD, EUR, GBP or AUD), directly from their mobile phone. Cardless
cash deposits allow customers to deposit cash at an ATM without using an ATM card. Targeted
remittance products enable affordabl e transfers across national borders.

UCount, SBSA’s rewards programme, has been taken up by 863,000 clients, many of whom are earning
rewards well in excess of the cost of their banking fees. In November 2016, UCount Rewards for
Business was introduced, with a focus on small and medium enterprises. All the benefits of the
programme are designed to assist members in growing their business.

Use technology to improve efficiency, effectiveness and innovation

SBSA'’s trangition to a digital financial services business has involved substantial updates to its IT
architecture, systems and processes, which are now largely complete, together with changes to front-end
client services to encourage greater digital uptake. Certain processes are being automated and artificial
intelligence and machine learning are increasingly being used to deliver value to customers. For example
process automation introduced into SBSA’s vehicle and asset finance verification process has reduced
client waiting times from a full day to 40 minutes, and digital technology has enabled SBSA to reduce the
average time for alarge corporation to open a CIB account, from 10 daysto 2 minutes.

The core banking transformation allows teams to originate new accounts faster and simplify processes. It
supports the integration of operations, providing real-time banking and a single view of clients. It also
strengthens risk management, enabling SBSA to comply with new regulatory requirements. Other
important benefits include a robust anti-money laundering system and improved systems availability and
security. SBSA’s new digital security capabilities include real-time fraud detection and enhanced
behavioural analytics, which have contributed to a significant reduction in digital fraud in 2018.

SBSA has developed a sourcing and scouting model to identify fintech companies with the potentia to
provide solutions to better serve customers and businesses, while an internal fintech working group is
tasked with identifying suitable fintech partners. SBSA’s fintech investment portfolio includes utility
providers, enhanced payment capabilities, lending businesses and technology providers.

SBSA prioritises the management of cyber risk and the security of client assets and SBSA has made
significant investments to enhance security capabilities. In 2018, Standard Bank was recognised with the
Safest Bank award at the Global Finance Awards. Criteria for the award include compliance, capital
adequacy and institutional integrity.

Build excellence through engaged and committed people

SBSA remains focused on ensuring that its employees are committed to serving its clients, whether they
deal with clients directly or support those who do. It provides best-practice people management and aims
to create a workplace in which high performance is expected and recognised. SBSA supports continuous
learning and development to ensure employees are equipped to meet the demands of a rapidly changing,
increasingly digital business model. It is working on developing new employee capabilities in areas such
as cloud engineering, data science and analytics, cyber security, and Application Programming Interfaces.
SBSA’s management believe that engaged and committed people are crucia to delivering excellent client
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experiences. SBSA spent R710 million on staff training and development in 2018, which was decrease
from R725 million in 2017. In 2018, 4,920 SBSA employees attended leadership and management
development programmes. SBG runs an annual group-wide employee survey. SBSA’s "Employee Net
Promoter" ("eNPS") score improved from +10 to +23 in 2018 (compared to the SA Financial Service
eNPS of +24), indicating that employees were more likely to recommend SBSA as a place to work.
Approximately 93 per cent of employees reported that they understood their contribution to the Group
and 95 per cent. of employees said that they enjoyed good working relationships with their colleagues.
Approximately 95 per cent. of employees said they were willing to "go the extra mile" to make SBG
successful.

SBSA has made concerted efforts to transform its workforce to more closely reflect the demographics of
the markets it serves. 88 per cent. of junior management, 71 per cent of middle management, 46 per cent
of senior management and 42 per cent. of top management were black people (African, Indian or
Coloured) as at 31 December 2018. Black females remain underrepresented in senior and top
management roles and this remains a focus area. SBG has set a target to increase the representation of
women in executive positions in SBSA from 25 per cent. in 2018 to 40 per cent. by 2021.

Corporate and I nvestment Banking SA

SBSA’s South African Corporate and Investment Banking unit continues to maintain SBSA’s current
market-leading position and defend its franchise against intensifying competition through increased
innovation and flexibility. SBSA aims to remain positioned and resourced to participate in banking,
finance, trading, transactional, investment and advisory needs of a wide range of multinational companies
and local and regional businesses, financial ingtitutions, governments and parastatals.

Organic Growth through client focus and capturing deal flow

SBSA’s client coverage model is the cornerstone of its strategy and defines how it offers value to clients.
Under this model, each client is allocated a relationship manager who establishes a client service team
with representatives across Corporate & Investment Banking SA and the other business units as necessary
in order to develop a comprehensive understanding of its clients' needs and prospects and to provide them
with integrated financial services solutions.

SBSA continues to support the expansion of many corporate clients into African markets beyond South
Africa

South Africa is scheduled to hold national general elections in May 2019. While there has been some
improvement in policy certainty since a new President was appointed in February 2018, many investors
continue to maintain a cautious approach pending the conclusion of the elections. There has however
been progress on the award of contracts under the renewable energy independent power producers
programme; there are plans to develop public-private partnerships in other sectors to boost infrastructure
development; and planned restructuring of several state-owned enterprises may involve private-sector
participation as equity partners. These plans are expected to accelerate following the elections and
SBSA's management anticipates that they will create opportunities for deal flows for Corporate &
Investment Banking SA. SBSA's management believes that investor confidence and growth are likely to
receive a boost after the general election scheduled for May 2019 and then improve over the medium term
as the new administration implements structural reforms, both of which will be positive for SBSA's
Corporate and Investment Banking busi nesses.

Prioritise the delivery of transformation and diversity

People are the critical success factor in SBSA’s efforts to maintain excellent client service and SBSA
continues to focus on attracting and retaining quality employees, who are appropriately resourced,
developed and empowered to fulfil the commitments made to clients. SBSA has intensified its focus on
transformation and diversity. Based on feedback received from employees about obstacles to creating an
inclusive workplace environment in South Africa, SBSA has introduced numeric targets to hasten the
transformation of Corporate and Investment Banking SA’s culture and its demographic make-up.

Focus attention and resources on initiatives that will get the basicsright

SBSA continues to refine its processes to ensure a seamless experience for its clients, whilst mitigating
risk and increasing efficiency. In 2018, SBSA’s client satisfaction index remained constant at 8.0 since
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2017. The client satisfaction index is the measurement of SBSA’s clients' levels of satisfaction with
SBSA. Client interviews are conducted via an independent subcontractor and take the form of telephonic
or email surveys that are based on a structured questionnaire. SBSA's cost to income ratio decreased to
60.3 per cent. in 2018 from 58.3 per cent. in 2017, owing to changes in accounting rules under the IFRS9
standard and to stagnant revenuesin a very difficult economic environment.

Focus on growing mar ket sharein the Wealth segment

SBSA’s view is that a substantial Wealth business comprising insurance, investments, fiduciary and
specialised banking is an essential component of a customer-centric universal bank. Equally, in the
current regulatory environment, the Wealth business makes an important contribution to enhancing
SBSA’s return on equity and diversifying SBSA's earnings. SBSA Wealth works in partnership with
Personal & Business Banking SA, Corporate and Investment Banking SA and Liberty to market wealth
products and services through their distribution channels to their customers; and shares the Group’s
support functions to achieve economies of scale. The strategy is executed through a client-focused
operating model which was implemented in 2016 and is now fully embedded. The model uses data
analysis and servicing and distribution capabilities to enable a deeper understanding of clients’ behaviours
and needs. Based on this knowledge, teams develop innovative products and channels and customised
portfolios that are comprehensive, transparent and best suited to the individual needs of clients. Thereisa
significant opportunity for SBSA to generate growth from its wealth activities. Wealth won awards,
including Top Stockbroker of the Year at the Intellidex SA Stockbroker of the Year Awards 2018 and
Best Private Bank for Customer Service and Best Private Bank in Nigeria at the 2018 Private Wealth
Manager/The Banker Global Private Banking Awards. SBSA was also awarded Bank of the Year in
Africa, South Africaand Namibia by The Banke

COMPETITIVE STRENGTHS
SBSA believesthat it has the following competitive strengths:
Market position in key products

SBSA offers a wide range of retail, commercial and investment banking products and is one of the four
major South African banks. According to the SARB BA 900 Filings as at 31 December 2018, in the 5
product categories tracked by the SARB, SBSA held a market share of 29.1 per cent. of mortgage lending
at 31 December 2018 (compared to 29.8 per cent. as at 31 December 2017), 19.0 per cent. of vehicle and
asset finance at 31 December 2018 (compared to 18.5 per cent. as at 31 December 2017), 26.1 per cent. of
card debtors at 31 December 2018 (compared to 27.3 per cent. as at 31 December 2017), 21.8 per cent. of
other loans and advances as at 31 December 2018 (compared to 21.5 per cent. as at 31 December 2017)
and 22.3 per cent. of deposits at 31 December 2018 (compared to 22.8 per cent. as at 31 December 2017).
According to the SARB BA 900 Filings as at 31 December 2018, SBSA’s market share in mortgage loans
and deposits are the largest of the four major South African banks.

Diverse revenue sources

Asauniversal bank, SBSA is able to generate revenue from diverse sources including net interest income
from its lending portfolio, fees and trading profits from corporate advisory services, foreign exchange and
derivatives, stock and bond trading, brokerage reserve and transactional services.

Loan portfolio performance

SBSA Group’s credit loss ratio improved to 0.59 per cent. in 2018 from 0.77 per cent. in 2017. While
SBSA's stage 3 loan coverage ratio increased to 53 per cent., SBSA’s non-performing loans as a
percentage of total loans increased to 3.8 per cent. from 3.1 per cent. in 2017. Credit impairment charges
declined by 22 per cent. to R5.6 billion (compared to R7.1 hillion in 2017) largely as a result of the
adoption of IFRS 9. Included in the credit impairment charge for the year ended 31 December 2018 isthe
release of interest in suspense for pre-legal and cured loan balances following the implementation of IFRS
9, amounts which under IAS 39 were recognised within net interest income. Partially offsetting this,are
credit impairments of R157 million being recognised on financial investments and off-balance sheet
exposures, which under IAS 39 would not have been recognised.
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Experienced management team

SBSA’s senior management has experience both at SBSA and at other institutions throughout the banking
industry. SBSA’s position in the market has allowed it to attract top managers from across the industry,
both domestically and abroad. Managers are dedicated to the goals of the institution. A compensation
structure that includes both short and long-term incentive plans assists in retaining key managers and
leads to continuity in business operations.

Position within Standard Bank Group

SBSA is both a strong domestic bank, which leverages the advantages of its size and scope, and a
cross-border bank, fully integrated with the rest of the Group.

The Group’'s competitive positioning as an African bank which operates in a number of African countries
and strong resources-focus gives Corporate & Investment Banking SA access to revenue opportunities
beyond the borders of South Africa. It also provides commercial opportunities, experience, expertise, and
intellectual capital from other Group entities to Corporate & Investment Banking SA which both
enhances the offering to clients and enables SBSA to better manage risk.

BUSINESS OF SBSA
Introduction

SBSA is a universal bank providing retail, corporate, commercial and investment banking services to
individuals and companies across South Africa. SBSA has a broad franchise and is active in almost all
banking markets in South Africa.

SBSA’s principal business units are Personal & Business Banking SA, and Corporate & Investment
Banking SA. A central support area (Other services) provides support functions to the two principal
divisions, as well as advisory services.

As at 31 December 2018, the SBSA Group's total assets amounted to R1,360,262 million (compared to
R1,308,800 million as at 31 December 2017), an increase of 4 per cent. For the year ended 31 December
2018, SBSA Group's profit for the year attributable to the ordinary shareholder decreased by 2 per cent.
to

R15,695 million from R15,941 million for the year ended 31 December 2017.

For the year ended 31 December 2018, SBSA Group'’stotal income decreased by 0.3 per cent. to R69,818
million, driven by a 4.1 per cent. decrease in net interest income off-set by a 5.3 per cent. increase in non-
interest revenue. Net interest income was impacted by a negative endowment as a result of a lower
average prime interest rate and margin compression as a result of a highly competitive environment
combined with a low growth environment and the change in accounting treatment of interest in suspense
for pre-legal and cured loan balances under IFRS 9. But for the impact of IFRS 9, net interest income
would have remained constant in 2018. Net fee and commission income for the year ended 31 December
2018 increased by 4.1 per cent. dightly higher than the year ended 31 December 2017, assisted by higher
volumes of electronic banking, particularly relating to ATM usage as well as "Instant Money and
Business Online" transactions. Trading revenue for the year ended 31 December 2018 was subdued due to
lower fixed income and currencies revenue, impacted by reduced investor flows driven by negative
emerging market sentiment and lower deal volumes. Other revenue for the year ended 31 December 2018
increased by 5.1 per cent. compared to the previous financial year, largely due to franchise and
management fees for the provision of services to and the use of SBSA business systems by the Group’s
operations outside of South Africa. Interest income on certain debt instruments, together with the
derecognition of gains and losses on instruments not recognised at fair value through profit and loss, are
now recorded in other gains and losses on financial instruments, in accordance with IFRS 9.

Credit impairment charges for the year ended 31 December 2018 decreased to R5.6 hillion, a 22.2 per
cent. decrease from the year ended 31 December 2017, largely as aresult of the adoption of IFRS 9. Non-
performing loans, also referred to as Stage 3 provisions, were made for corporates in the retail and
construction sectors, due to the contracting economic environments.

Operating expenses growth for the year ended 31 December 2018 was at 3.2 per cent. as a result of
focused cost control (compared to 5.0 per cent. of the year ended 31 December 2017). This was however
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not enough to offset the reduction in revenue resulting in negative jaws (that is, an increase in the growth
rate of expenses above the growth rate of income) of 3.5 per cent. Expenses arising from Ucount have
historically been recorded as part of operating expenses in the income statement. During 2018, SBSA
amended its accounting presentation policy for these expenses to be presented as part of net fee and
commission revenue (within non-interest revenue). This presentation better aligns to the SBSA’s
presentation policy for recognising expenses within net fee and commission revenue.

The following table shows selected ratios for SBSA Group as at, and for the years ended, 31 December
2018 and 31 December 2017:

31 December

2018 2017
Income statement
TOtaAl INCOME (RM) ...ttt b et b e b e b e b et b e e e b e s e b e sb et eb e e e be b esesaene e 69,818 70,000
Headling €arNiNGS (RM) ....coveiiieieereeiseeseeeseseeesae st e sse e esesae e ste e sseseesesaesesseseeseseesessesessensesesensensasens 15,971 16,078
Profit for the year attributable to ordinary shareholders (Rm) 15,695 15,941
Statement of financial position
GroSS 08NS QNG BOVANCES .......couiuiriirieiieieeeieieie ettt sttt see e b seebe b et b e e e b e s ebese e st e be e sse b ebenee e nrenes 960,661 919,457
TOMAI BSTEES.....vvveeesesee ettt bbbkt E et b b bbb n s 1,360,262 1,308,800
TOLAl 1IADITTIES. ...t bbbttt 1,259,062 1,204,462
Financial performance
Gross carrying amount of stage 3/ Non-performing loans and advances (RM)........ccccccoeeereienenencneene. 35,992 28,859
Total impairment charges for loans and advances (RM)...........couoeenriceee s 5,425 7,145
Total Stage 1 and 2 credit impairment charge (IFRS 9) (RM) ......vuvevueeeceeceeeeceeeeeeeeeeeee e sesaeeeenienea (900) -
Total Stage 3 credit impairment charge (IFRS 9)! (RM).......cvcverveeeeeceeeeeeeeeeeeeeseeeeeeeee s eses s 6,325 -
Specific credit impairment charge (IAS 39) (RM) ...veuiririiieeiiirrieeere et - 6,796
Portfolio credit impairment charge (IAS 39) (RIM).....c..oiiiriireeserees e s - 349
CrEdit 1OSS AL (YD) ...euveueeeueriieeiereetetesestessesessesesee st saese s st besesse e e beseesesbe st ase e ebeasebesbe st ebe e eseabebeseeneabennenas 0.59 0.77
Stage 3 exposures/Non-performing eXPOSUrE Fatio (Y0) .......c.evrerereeurireriereieerereereseese e 38 31
RELUIN ON EQUITY (U0) -.veuetereetereeeetereeiesi ettt ste et se et ae et e et e b e e sb e e e b e seeaesb et eb e s ebe b ebene et ebeneenesbeneas 16.7 16.6
L 08NS - tO- AEPOSIE FALIO (Y0)...cveuerrererieieiereeeste st ettt ettt sbe e b e se b e e b e s be b e sese e e ebeneenesteneas 92.0 93.6
*XCOSt -t0 = INCOME TALIO (Y0) ..vveveneerereeneeteseeeseeeseeseseesessesae e sesessesessesaesessesessassesessesesseeesesessessesessensnse 60.3 58.3

The following table shows the contribution of the different divisions within SBSA Group to its major
financial indicators as at, and for the years ended, 31 December 2018 and 31 December 2017:

Corporate &
Personal & Business Investment Banking
Banking SA™" SA™ Other Services ™™
31 December 31 December 31 December
2018 2017 2018 2017 2018 2017
(Rm) (Rm) (Rm)

TOtal SSELS.....cvcvveeerirereeeee e 569,401 540,653 776,407 742,935 14,454 25,212
Profit for the year attributable to the ordinary
Shareholder ... 11,797 11,343 4,289 5,384 (391) (786)

» Includes post write-off recoveries and modification gains and |osses.

Personal & Business Banking SA

SBSA Group'’s Personal & Business Banking SA business unit offersindividual customers and small and
medium enterprises a wide range of banking, investment and other financial services in South Africa.
Products offered include mortgage lending, vehicle and asset finance, lending products, card products to
individuals and small and medium sized businesses, transactional products, as well as wealth and
bancassurance products.
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At 31 December 2018, it operated 629 branches and loan centres and 7,239 ATMs and ANAs (Automated
Notes Acceptors) across South Africa. It also provides mobile phone and internet banking services which
are an important part of providing convenient access to banking and related products.

For the year ended 31 December 2018, Personal & Business Banking SA recorded profit for the year
attributable to ordinary shareholders of R11,797 million, an increase of 4.0 per cent. compared to the year
ended 31 December 2017. Net interest income of R31,518 million for the year ended 31 December 2018
constituted 61.5 per cent. of the division’'s total income (compared to R31,909 million and 62.6 per cent.
for the year ended 31 December 2017), Non-interest revenue for the year ended 31 December 2018
amounted to R19,707 million, an increase of 3.5 per cent. compared to the year ended 31 December 2017,
largely due to higher volumes of electronic banking transactions, particularly relating to ATM usage as
well as "Instant Money and Business Online" transactions. Credit impairment charges for the year ended
31 December 2018 amounted to R4,530 million, a decrease of 28.2 per cent. compared to the year ended
31 December 2017. Included in the credit impairment charge for the year ended 31 December 2018 is the
release of interest in suspense for pre-legal and cured loan balances following the implementation of IFRS
9, amounts which under |AS 39 were recognised within net interest income. Total operating expenses for
the year ended 31 December 2018 amounted to R30,171 million, an increase of 5.1 per cent. The growth
in total operating expenses was primarily attributable to a 7.9 per cent. growth in staff costs mainly as a
result of annual salary increases and separation costs in the information technology business, offset by a
reduction in headcount.

The following table presents a summary of Personal & Business Banking SA’s main performance
indicators for the years ended 31 December 2017 and 31 December 2016.

31 December
2018 2017x***
(Rm)
NEL INEEIESE INMCOME ...t 31,518 31,909
FHNON-INEEMESE FEVENUE ...ttt ettt ettt b e b s sb e e et e se e st e b et e b e s e ebeseebesb et abe e e bebesesaeneaee 19,707 19,046
T OLAI TNCOME ...ttt bt h st et b e e b e b e b b e e eb e e et eb e se e st e b e se b e e et e seenesbe e eneanan 51,225 50,955
Credit impairment ChargeS ... oo e ———— (4,530) (6,307)
Net income befor e oper ating expenses . 46,695 44,648
Operating expenses.... . (30,171) (28,711)
SHA COSES....nenviieieie e (9,840) (9,121)
* X Other OPErating EXPENSES .....c.ciuiietereeieete ettt sttt ettt e st see et ese e st st et e be e ebessebesbe e sbeseebesbesesseneane (20,331) (19,590)
Net income befor e capital items and equity accounted €arNiNGS .........ccceeveeerereeerenesese s 16,524 15,937
Share of profits from associates and jOINt VEMTUIES ...........c.cueiiririeiiirieieee s 36 28
Non-trading and capital related ItEMS..........ccririieeee e (47) (133)
Net income before iNdir €Ct tAXALION .........couiiiiiieiieee e s 16,513 15,832
[EaTo T ot B = 1 o] o TSP (393) (370)
Profit DEfOre dir €Ct taXation ..........ccvveiirrrer s 16,120 15,462
DITECE TAXAHION......eeeeeeet ettt ettt bt b et b et b et b et b e e e b e s e e he s b et e b e e e b e b e b e sb et et e nnenenbeneas (4,181) (4,037)
Attributable to NON-CONLrOHING INTErESE .......cvvieeeeieerieireee e e e s saeneas - 1
Attributable to other equity iNStrumMent NOIAENS...........couiiiiiiie e (142) (83)
Profit for theyear attributableto ordinary shareholders.........occovevevereieneiseseeese e 11,797 11,343
Headline ear nings 11,831 11,439
Grossloans and advances 562,356 536,491
TOLAI BSTEES.....evveeesese stttk b e bbb R Rt bbb n e 569,401 540,653
TOtAl TADIITTIES. ..o 514,145 487,655

The following table presents selected ratios for Personal & Business Banking SA’s for the years ended
31 December 2018 and 31 December 2017.

31 December
2018 2017
(%)
Credit IOSS TALIO .......eiiiieieir bbb 0.83 119
Stage 3 Exposures/Non-performing 08NS FatiO..........coucereeririeereeiesie e 53 47

The following table presents the stage 3 exposures/non-performing loan ratios for Personal & Business
Banking SA’s products for the years ended 31 December 2018 and 31 December 2017.
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31 December

2018 2017
(%)
Stage 3 Exposures/ Non-performing loansratios:
MOIEGAOE IOBNS. ...ttt bbbt b e et b et b e e b e e he s b et e b e e e b et e benb et et e neenenbeneas 49 44
Vehicle and aSset fiNBNCE..........ccoiiiiiii e 37 35
Card debtors.........ccceunnee . 5.6 6.6
Other 10aNS aNd @0VBNCES..........c.iiiiiiciri et 7.3 6.1

Mortgage loans

Mortgage lending provides residential accommodation loans to individual customers. Gross mortgage
loans increased 3.8 per cent. for the year ended 31 December 2018 to R342,511 million (compared to
R329,975 million for the year ended 31 December 2017), constituting 60.9 per cent. of loans and
advances by the Personal & Business Banking SA business unit compared to 61.5 per cent. for the year
ended 31 December 2017.

Improved performance within the mortgage loans portfolio resulted in a decrease in the credit loss ratio to
0.24 per cent. for the year ended 31 December 2018 (compared to 0.45 per cent. for the year ended 31
December 2017), whilst credit impairment charges amounted to R784 million for the year ended 31
December 2018 (compared to R1,458 million for the year ended 31 December 2017). For the financial
year ended 31 December 2018, R16,899 million of gross mortgage loans (4.9 per cent. of gross mortgage
loans) are categorised as Stage 3 (compared to R14,452 million and 4.4 per cent. of gross mortgage loans
for the financial year ended 31 December 2017).

Vehicle and asset finance

Vehicle and asset finance provides finance to retail market customers, finances vehicles and equipment to
the business market and fleet solutions. As at 31 December 2018, gross loans and advances in vehicle and
asset finance amounted to R79,343 million (compared to R72, 759 million as at 31 December 2017), an
increase of 9.0 per cent. The credit loss ratio for vehicle and asset finance decreased to 0.72 per cent. for
the year ended 31 December 2018 from 0.88 per cent. for the year ended 31 December 2017 due to the
improved performance of SBSA's franchises.

Card debtors

SBSA provides credit card facilities to individuals and businesses (credit card issuing) and merchant
transaction acquiring services (card acquiring). The credit card product has been an important aspect of
SBSA’s strategic focus on the emerging middle-class consumer segment in South Africa. SBSA has
developed sophisticated origination methods using internal and external data to identify existing and
potential customers with suitable risk profiles for credit extension.

For the year ended 31 December 2018, SBSA’s credit card debtors increased by 2.9 per cent. to R32,608
million (compared to R31,694 million for the year ended 31 December 2017). The credit loss ratio for
gross card debtors decreased to 2.98 per cent. as at 31 December 2018, from 4.33 per cent. as at 31
December 2017 largely due to card issuing turnover as a result of higher customer utilisation following
increasesin credit limits.

Transactional products

Transactional products provides a comprehensive suite of transactional, savings, investment, trade,
foreign exchange, payment and liquidity management solutions made accessible through a range of
physical and electronic channels such as ATMs, internet banking, mobile banking, telephone banking and
branches.

Lending products

Lending products offers lending products to retail and business markets. The business markets lending
offerings constitute a comprehensive suite of lending products, structured working capital finance and
commercial property finance solutions.
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Wealth (including bancassurance) products

The Wealth offering includes short-and long-term insurance products, comprising simple embedded
products (including homeowners' insurance, funeral cover, household contents and vehicle insurance,
accident and health insurance, and loan protection plans sold in conjunction with related banking
products) as well as complex insurance products (including life, disability and investment policies sold by
qualified intermediaries). The financial solutions offered include financial planning and modelling,
integrated fiduciary services (including will drafting and custody services), trust, other tailored banking
and wealth management solutions to private high net worth individuals to meet their domestic and
international needs.

Corporate & Investment Banking SA

The Corporate & Investment Banking SA business unit comprises four main product groupings, namely:
Global Markets, Transactional Products and Services, Investment Banking and Client Coverage.

Corporate & Investment Banking SA offers a wide range of corporate and investment banking services
including global markets, banking and trade finance, investment banking and advisory services. This
business unit’s clients include governments, parastatals, larger corporates, financial institutions and
multinational corporates in South Africa and sub-Saharan Africa.

Corporate & Investment Banking SA’s profit for the year attributable to the ordinary shareholder
decreased by 20.3 per cent. from R5,384 million for the year ended 31 December 2017 to R4,289 million
for the year ended 31 December 2018. Net interest income decreased by 10.06 per cent. during 2018
impacted by a highly competitive market combined with a low growth environment as well as the change
in accounting treatment of interest in suspense for pre-legal and cured loan balances under IFRS 9. Credit
impairment charges increased by 22.4 per cent. during 2018 as a result of impairments raised on retail and
construction sector clients driven by a contracting economic environment. Operating expenses increased
by 4.8 per cent. to R12,627 million for the year ended 31 December 2018.

The value of the total gross loans and advances amounted to R397,337 million as at 31 December 2018
(compared to R356,523 million as at 31 December 2017), which represents 41.4 per cent. of SBSA’s total
gross loans and advances as at 31 December 2018 (compared to 38.8 per cent. of SBSA’s total gross
loans and advances as at 31 December 2017).

Global Markets

Global Markets comprises trading and risk management solutions across financial markets, including
foreign exchange, money markets, interest rates, equities, credit and commodities.

Transactional Products and Services

Transactional products and services comprise a comprehensive suite of cash management, international
trade finance, working capital and investor services solutions.

I nvestment Banking

Investment banking comprises a full suite of advisory and financing solutions, from term lending to
structured and specialised products across equity and debt capital markets.

Client Coverage

Client Coverage provides in-depth sector expertise to develop relevant client solutions and foster client
relationships.
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The table below presents a summary of the CIB SA division’s main performance indicators for the years
ended 31 December 2018 and 31 December 2017.

31 December
2018 2017 ***
(Rm)
INEL INEENESE INCOME ...ttt bt b e et b e b e e b e s e e bt s b e e e b e e e b e b e b e sb et ebennenennaneas 9,149 10,172
Non-interest revenue.. 10,135 9,381
TOLAI TNCOME ...ttt ettt stk e bt b e e e b e e e b e s e e e e b e e e b e b e b e b e ne et e st ebesbesesbenenbennane 19,284 19,553
Credit IMPairMENE ChAIGES ......coccuireeiitee ettt ettt b et b e e b e b ne et e enas (1,027) (839)
Net income after credit impair ment charges 17,535 17,988
Revenue sharing agreements'..................... (722) (726)
Operating expenses.. (12,627) (12,050)
Staff CoStS...ovvrnrieiienne (4,376) (4,258)
Other Operating EXPENSES ........ovcutirirrireieereseereieese et (8,251) (7,792)
Net income before capital items and equity accounted €arnNiNgs .........c.covveeeenirneeeeenesesereeseneneas 4,908 5,938
Share of profits from associates and jJOINt VENMTUIES ...........c.eueiiririeiiiriieieeereseeeee e 93 159
Non-trading and capital related items. (343) (63)
Net income before indirect taxation 4,658 6,034
INOITECE TAXALTION ...ttt bbbt e bt b et e b e e e b e b b e sb et e b e neenesbeneas (144) (107)
Profit DEfOr € dir @Ct LAXALION ......c.eiuiiieiei ettt b e 4514 5,927
Direct taxation...........coceeeeerecereenennene (81) (467)
Attributable to non-controlling interest ......... - -
Attributable to other equity instrument holders.................. (144) (76)
Profit for theyear attributableto ordinary shareholders.........ocoveeivercieneieeiesccece e 4,289 5,384
Headline ear nings 4,536 5,405
Grossloans and advances 397,337 356,523
TOLAl @STELS. ...ttt bbb b e bbb bbbt b bbbt 776,407 742,935
TOtAl HADITTIES ..ttt b et b bbb et et e e ebesb e et e e nbenene 728,291 670,789

IRevenue sharing agreements are agreements that allow for the sharing of income with other SBG companies

The following table presents selected ratios for CIB SA for the years ended
31 December 2018 and 31 December 2017.

31 December
2018 2017
(%)
CrEOIT IOSS FALIO .....cueevieeieteieriee ettt ettt ettt b et b et s e b e se e bt b et e b e e eb e eeebe s b et e b e e e be b e b e ne et nbe e enas 0.23 0.22
Stage 3 /NON-performing l0ANSTALIO ........coviveveuiiririeieerir ettt 16 1.0

The following table presents selected financial information for Corporate & Investment Banking SA’s
products for the years ended 31 December 2018 and 31 December 2017.

31 December
2018 2017***

Stage 3 Exposur es/Non-performing loansratios (%):

Corporate and SOVEIrEIgN 1ENAING ........cociuirirerieieie et b e b e e b s 21 -
Bank lending . -
COMPONBLE [OANS..... ..ttt sttt se et b bbb et et e se e bt e b e st s b e e eb e seebesb et ebennebenbenennans b - 12
Commercial ProPerty fINBNCE ........oi ettt b et sn e e ebe e ene e - 0.3
Credit lossratios (%):
Corporate and sovereign lending 0.29 -
Bank lending.........cccooeevrerirnnnnns . (0.01) -
[@a]q0lol = (=] [o7= TSSOSO STUPSRTTSTORRRN - 0.28
Grossloans and advances (Rm):
Corporate and SOVErEigN LENTING ......ccoveiruiirerieirie ettt e e s se e b e b e s e 305,169 -
Bank Lending . 92,168 -
COMPOIALE [OBNS. ...ttt bttt b ettt b ket se e b eh ettt e bbbt oo - 293,148
Commercial ProPerty fINBNCE .......oi et st b e e eebe e ene e - 63,375
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LOAN PORTFOLIO
Introduction

The SBSA Group extends advances to the personal, commercial and corporate sectors as well as to the
public sector. Advances to individuals are mostly in the form of mortgages, vehicle and asset finance,
card lending and overdrafts. A significant portion of SBSA’s advances to commercial and corporate
borrowers consist of advances made to companies engaged in manufacturing, finance and service
industries.

As at 31 December 2018, SBSA Group's total net loans and advances to customers amounted to
R855,237 million (compared to R809,285 million as at 31 December 2017), an increase of 5.7 per cent.

Upon transition to IFRS 9 on 1 January 2018, the SBSA Group recognised an increase in expected credit
impairments of R5,846 million against retained earnings. Balance sheet credit impairments on loans and
advances amounted to R29,002 million for the year ended 31 December 2018, an increase of 56.2 per
cent. on the credit impairment for the year ended 31 December 2017 largely due to the adoption of IFRS
9.

L oan portfolio by category of loans and advances

The following table sets out the composition of SBSA’s advances by category of loan or advance as at
31 December 2018 and 31 December 2017.

31 December
2018 2017
(Rm)

L oans and advances measur ed at fair value through profit or loss 968 100
Net loans and advances measured at amortiSEd COSE .......uvviuiirinirieeirireeeere e 930,691 900,795
Grossloansand advances measured at amortised COSE .......coivrerrireiererieeree e 959,693 919,357
LYKo 0 = o (= oo 342,511 329,975
VENICle aNd 8SSEL FINBNCE.........ciuiieiirieete ettt bt bese s 79,343 72,759
Card DEDEOIS. ...ttt bbbt e 32,608 31,694
Corporate and SOVEreign IENAING. ........coveueuiriirieieirireieie et b e e 305,169 293,115
BaNK [ENAING ...ttt e bbbt b et b bRt bbbt ettt aa 92,168 91,610
Other 108NS 8N BOVANCES .....ccooviueiiiriieieiie ettt e 107,894 100,204
Credit impairmentsfor 10anSand adVanCES...........ccccerririrereireniee e (29,002) (18,562)
Credit impairments on loans and advances (IFRS 9)........ccuviiiiriinereeee et e (29,002) -
Credit impairments on loans and advances (IAS 39)......c.coveirrnieieerreeeee e e - (18,562)
NEt 10aNS AN AUVANCES. .....cveveveeriiriicicieieeeeeie et se e e enenensnnns 931,659 900,895
Comprising:

GrosS 10aNS AN AAVANCES.......c.coveueuiriririeieiiii sttt ettt bbb e e 960,661 919,457
LeSS: Credit IMPaiIMENES ......c.cueiieeteieee ettt bbb bbbt se b n s setenans (29,002) (18,562)
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L oan portfolio by industry sector

The following table sets out the composition of SBSA’s advances by industry sector as at 31 December
2018 and 31 December 2017.

31 December
2018 2017
(Rm)

Segmental analysis—industry

AGITCUITUI ...ttt bttt b et b e b b e s e e st s b e s e e he b e s e b e s e eb e e ebese e st abenesbene et e sbennann 22,216 24,403
[0 01 {1 1 o o 1TSS 9,228 9,133
[ = o g o S S U SS 16,629 14,702
Finance, real estate and other business services... . 288,153 256,491
INAIVIAUBIS ..o . 424,854 425,048
Manufacturing. . 54,307 40,500
Mining......... . 25,367 20,688
Transport . 30,089 19,041
WRNOIESAIE. ... .ceeeeeisieiete ettt sttt se et et et e e s e e et e st eneste e esesaesessenene e e eseneeseasenessnns enensenensn 46,664 15,232
[©10T= = Yo TSSO 43,154 94,219
GroSS10aNS AN AAVANCES.........coviiieieieciee et eieeeteeeteeteesteeebeesbeebe e beebeesteesteesseesseesseesasesasesasesaeesaees 960,661 919,457

1 Includes mortgages.
Geogr aphical concentration of loans

The following table sets out the distribution of SBSA’s loans and advances by geographic area where the
loans are recorded as at 31 December 2018 and 31 December 2017.

31 December
2018 2017
Segmental analysis by geographic area (Rm)
SOULN ATTICAL ..ttt ettt et e st se b et et e st eaesbe e ebe e esesbesessenseteseenin 797,918 788,214
SUD-SBNAIAN ATTTICAL..veueeteieeiieesiee ettt se s e e sessesesse e eseseenis 69,734 78,041
OLNEN COUNLTIES. .......cuiuiiiieteeceetetetete ettt ettt e st et et bese s et et ebese s et ebebesssssseteaess et etetesensasesetetens 93,009 53,202
Gross10aNS AN AOVANCES..........c.veeeeveieeeieieeetesesse st tesas s ssse st esssessssssssssssssessssssssssesns 960,661 919,457

Credit impairmentsfor loan and advances

The tables below present a reconciliation of the credit impairments for loans and advances for the years
ended
31 December 2018 and 31 December 2017.

31 December

2018
(Rm)
Opening Expected Credit Losses ("ECL") - 1 January 2018 .........cccoveueenirmrieieerenenrereenereseeneenens 27,904
Net ECL raised and released ..........ocovvvreeiieeeieeeseneesneene 6,058
Impaired accounts written off ..... (6,338)
Exchange and other movements..... 1,378
Closing ECL - 31 DECEMDEr 2018 .......c.ceiiiurieieiereieieieiesesesieteeses i e e e e sesese st e e bebasasesssssseneneas 29,002
Comprising:
StAgE 1 iMPAIIMENES™ ..ottt s st s s s et s e nsen st en e saenen 4,647
SEAGE 2 IMPBITTTIENES. ...ttt ettt ettt be b ae b e e e e e eb e se e st e beseeb e e e b e seebe s e e st e b e e ebe b ebesee st ebeneenenas 5,130
StAgE 3 IMPAITMENES™ ..ottt 19,225
29,002

10 gtage 1: SBSA uses a 25-point master rating scale to quantify the credit risk for each borrower (corporate asset classes) or facility
(specialised lending and retail asset classes). Exposures within Stage 1 and 2 are rated between 1 to 25 in terms of SBSA's master
rating scale.

M Stage 3: SBSA uses a 25-point master rating scale to quantify the credit risk for each borrower (corporate asset classes) or facility
(specialised lending and retail asset classes). Exposures which are in default are not considered in the 1 to 25-point master rating
scale
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31 December

2017
(Rm)
Balance at the beginning Of tNE YA .........cccveiieiiee e 18,096
Impaired aCCOUNES WITEEN OFf ... (6,087)
Discount element recognised in iNLErESt INCOME .......uevvirieireeieeeeeseee s ere e e aesesnens (784)
Exchange and Other MOVEMENLS..........coiiiiiiiiieeeer ettt b e e snen (331)
NEL IMPAITMENES TAISEA ...ttt bbbttt 7,668
Balance at the end Of tREYEAN ........c.ccv it snens 18,562
Comprising:
SPECITIC IMPBINTNIENES. ...ttt b e et b et b e b seebe b et b e e e b e b e besb et ebeneenennas 13,009
POrtfOliO IMPAITTMENES. ...ttt s s a et nenenens 5,553
18,562

SBSA and company have, as permitted by IFRS 9 Financia Instruments (IFRS 9), elected not to restate its comparative annual
financial statements. Therefore, comparability will not be achieved by the fact that the comparative financial information has been
prepared on an IAS 39 Financial Instruments: Recognition and Measurement (IAS 39) basis.

The table below sets out a segmental analysis of stage 3/non-performing loans and advances by industry
as at
31 December 2018 and 31 December 2017.

31 December
2018 2017
(Rm)

Segmental analysis of specificimpairments by industry
AGITCUITUI...... ettt ettt b e e et e b e et e b e se e bt s b e Rt b e n e eb e s e b e s b et e b e e ebe b e b e re e e ebe s 671 505
Construction 716 199
L= o g o SRS 467 232
Finance, real estate and Other DUSINESS SENVICES ........ccuiiieieiieiese sttt st 1,209 986
INAIVIAUAIS ...kt b ettt b bttt bebn 11,813 8,703
IMLANUFBCEUIING ¢+ttt bbbttt bbbt b e 1,173 113
IV, ettt bbbt h e e b s e e R b e R e R et R e A e Rt R e e e b e R bRt b e bt nR et ebe e nennenennen 145 1,485
L5 0 00 TSSO P SRRSO 390 272
WWVHOIESAIL. ...t bbbttt bbbttt en s 2,515 79
[©10T= = 4o TSSO 126 435

19,225 13,009

Credit portfolio characteristicsand metrics
IFRS9
Maximum exposureto credit risk

Debt financial assets at amortised cost and fair value through other comprehensive income as well as off-
balance sheet exposure subject to an ECL are analysed and categorised based on credit quality using
SBSA’s master rating scale. SBSA uses a 25-point master rating scale to quantify the credit risk for each
borrower (corporate asset classes) or facility (specialised lending and retail asset classes). Exposures
within Stage 1 and 2 are rated between 1 to 25 in terms of SBSA's master rating scale. These ratings are
mapped to probability of default (" PDs") by means of calibration formulae that use historical default
rates and other data from the applicable Person & Business Banking SA portfolios. SBSA distinguishes
between through-the-cycle PDs and point-in-time PDs, and utilises both measures in decision-making,
managing credit risk exposures and measuring impairments against credit exposures. Exposures which are
in default are not considered in the 1 to 25-point master rating scale.

Default

SBSA'’s definition of default has been aligned to its internal credit risk management definitions and
approaches. While the specific determination of default varies according to the nature of the product, it is
generally determined (aligned to the Basel 111 definition) as occurring at the earlier of:
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e where, in SBSA’s view, the counterparty is considered to be unlikely to pay amounts due on the
due date or shortly thereafter without recourse to actions such as the realisation of security; or

e when the counterparty is past due for more than 90 days (or, in the case of overdraft facilitiesin
excess of the current limit).

SBSA does not rebut IFRS 9's 90 days past due rebuttable presumption.

A financial asset is considered to be in default when there is objective evidence of impairment. The
following criteria are used in determining whether there is objective evidence of impairment for financial
assets or groups of financial assets:

e significant financial difficulty of the borrower and/or modification (i.e. known cash flow
difficulties experienced by the borrower);

e abreach of contract, such as default or delinquency ininterest and/or principal payments;
e disappearance of active market due to financial difficulties;
e it becomes probable that the borrower will enter bankruptcy or other financial reorganisation; or

e where the group, for economic or legal reasons relating to the borrower’s financial difficulty,
grants the borrower a concession that the group would not otherwise consider.

Exposures which are overdue for more than 90 days are also considered to be in default.
IAS 39

Perfor ming loans

Performing loans are classified into two categories, namely:

e Neither past due nor specifically impaired loans are loans that are current and fully compliant
with all contractual terms and conditions. Normal monitoring loans within this category are
generally rated 1 to 21, and close monitoring loans are generally rated 22 to 25 using SBSA’s
master rating scale.

e Early arrears but not specifically impaired loans include those loans where the counterparty has
failed to make contractual payments and payments are less than 90 days past due, but it is
expected that the full carrying value will be recovered when considering future cash flows,
including collateral. Ultimate lossis unlikely but could occur if the adverse conditions persist.

Non-perfor ming loans

o Non-performing loans are those loans for which SBSA has identified objective evidence of
default, such as a breach of a material loan covenant or condition, or instalments are due and
unpaid for 90 days or more.

o Non-performing but not specifically impaired loans are not specifically impaired due to the
expected recoverability of the full carrying value when considering the recoverability of future
cash flows, including collateral.

o Non-performing specifically impaired loans are those loans that are regarded as non-performing
and for which there has been a measurable decrease in estimated future cash flows.

o Specifically impaired loans are further analysed into the following categories:

o Substandard: items that show underlying well-defined weaknesses and are considered to be
specifically impaired;

o Doubtful: items that are not yet considered final losses due to some pending factors that may
strengthen the quality of items; and
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o Loss: items that are considered to be uncollectible in whole or in part. SBSA provides fully for
its anticipated loss, after taking collateral into account.

GOVERNANCE OVERVIEW

SBSA’s governance framework is derived from SBG’s governance framework, which in turn is based on
principles in the King Report on Corporate Governance for South Africa (King IV). This governance
framework enables the board of directors of SBSA (the "SBSA Board") to balance its role of providing
risk oversight and strategic counsel with ensuring adherence to regulatory requirements and risk
tolerance. The SBSA Board is ultimately responsible for governance. The chairman is an independent
non-executive and the roles of chairman and chief executive are separate. The board composition is both
qualitatively and quantitatively balanced in terms of skills, demographics, gender, nationality, experience
and tenure. There is a clear division of responsibilities ensuring that no one director has unfettered
powers in the decision-making process.

The board has delegated certain functions to its committees in line with its governance framework. This
enables the board to alocate sufficient time to al matters within its sphere, including execution of
strategy and forward-looking agenda items. Each committee has a mandate, which the SBSA Board
reviews at least once a year. Mandates for each committee set out its role, responsibilities, scope of
authority, composition, terms of reference and procedures. The SBSA Board's committees include the
directors’ affairs committee; audit committee; risk and capital management committee; and SBSA large
exposure credit committee. The SBSA Board monitors oversight over compliance through its board
committees. The board has delegated the management of the day-to-day business and affairs of SBSA to
the Chief Executive. The executive committee assists the chief executive, subject to statutory parameters
and matters reserved for the SBSA Board.

Board of Directors

As of 31 December 2018, SBSA is managed by one independent non-executive chairman, four non-
executive directors, three executive directors and 9 independent non-executive directors.

The members of the SBSA Board as at the date of this Base Prospectus are listed below:

Name Title Year Joined SBSA Board
Thulani Gcabashe Chairman 2003
Dr. Hao Hu Non-Executive Director 2017
Jacko Maree Non-Executive Director 2016
Lubin Wang Non-Executive Director 2017
Sim Tshabalala Executive Director 2008
LungisaFuzile Chief Executive 2018
Arno Daehnke Executive Director 2016
Geraldine Fraser-Moleketi  Independent Non-Executive Director 2016
Gesina Trix Kennealy Independent Non-Executive Director 2016
Nomgando Matyumza Independent Non-Executive Director 2016
Adv Kgomotso Moroka Non-Executive Director 2003
Martin Oduor-Otieno Independent Non-Executive Director 2016
André Parker Independent Non-Executive Director 2014
Atedo Peterside Independent Non-Executive Director 2014
Myles Ruck Independent Non-Executive Director 2006
Peter Sullivan Independent Non-Executive Director 2013
John Vice Independent Non-Executive Director 2016

Changes to the SBSA’s Board

Richard Dunne retired from the SBSA Board on 24 May 2018. Ben Kruger retired as executive director
as at 31 December 2018.

The business address of the members of the SBSA Board is SBSA’s registered address, 9th Floor,
Standard Bank Centre, 5 Simmonds Street, Johannesburg 2001, PO Box 7725, Johannesburg 2000, South
Africa

Abridged curricula vitae of the members of the SBSA Board are set out below.
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Directors

CHAIRMAN AND DEPUTY CHAIRMEN

Master’s degree in urban and regional
planning (Ball Sate University, USA)

Lungisa Fuzile/ 52
Chief executive, SBSA

Experience

Previousroles:
> chairman of Imperial Holdings
> chief executive officer (CEO) of Eskom between 2000 and 2007

Appointments held within the Group:
> The Standard Bank Tutuwa Community Foundation

Committee
member ship

Thulani Gcabashe/ 61 Appointed: External directorships: DAC (chairman)

Chairman and independent non-|2003 > Built Environmental Africa Capital (chairman) and related entities GRCMC

executive director, SBG and SBSA Appointed > African Olive Trading 160 REMCO
chairman: > Lightsource (Pty) Ltd GSEC

BA (Botswana and Swazland),|2015

EXECUTIVE DIRECTORS ‘

Large Exposure
Credit

Master’s degree in public
administration (University of Pretoria)
Doctorate in Philosophy (Honoris
Causa) (Nelson Mandela University)

> Fellow of Institute of Politics (Harvard)
> 1SID Advisory Board McGill University Canada
> Mapungubwe Institute for Strategic Reflection

External directorships:
> Exxaro Resources

Previousroles:

> Committee
MCom (Natal), AMP (Harvard) Previousroles: GMAC

> Director general — National Treasury GSEC
Sim Tshabalala/ 51 Appointed: > Appointments held within the Group: GTIC
Group chief executive, SBG and|2013 > Stanbic IBTC Bank (chairman) GSEC
executive director, SBSA > Liberty Holdings GMAC

> Liberty Group Large Exposure
BA, LLB (Rhodes University), LLM > Tutuwa Community Holdings Credit
(University of Notre Dame, USA), > Other governing body and professional positions held: Committee
cwljt:/\?aters';nac)i() AMIS’U(m;re\r/:rté/) of > Institute of International Finance

! > International Monetary Conference

> Palaeontologica Scientific Trust

> Previousroles:

> chief executive of The Standard Bank of South Africa

> managing director of Stanbic Africa
Arno Daehnke/ 51 Appointed: Appointments held within the group: GTIC
Group financial director, SBG and|2016 > Stanbic Africa Holdings GMAC
executive director, SBSA Large Exposure

Previousroles: Credit
B, MS (UCT), PhD (Vienna > head of the Group’ s treasury and capital management function Committee
University of Technology), MBA
(Milpark), AMP (Wharton)
NON-EXECUTIVE DIRECTORS
Geraldine Fraser-M oleketi / 58 Appointed: Other gover ning body and professional positions held: DAC
Independent non-executive director, | 2016 > UN Committee of experts of Public Administration (chairman) GRCMC
SBG and SBSA > Nelson Mandela University (chancellor) GSEC

> specia envoy on gender at African Development Bank Cote
d’lvoire

> director of the UN Development Programme’'s Global Democrati
Governance Group

> minister of Welfare and Population Development from 1996 to
1999, and Public Service and Administration from 1999 to 2008.
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Hao Hu / 56 Appointed: Other gover ning body and professional positions held: GRCMC
Deputy chairman, SBG and non-|2017 > senior executive vice president of the Industrial and Commercial DAC
executive director, SBG and SBSA Bank of China (ICBC) GTIC
Doctorate degree in economics External directorships:
(Graduate School of Chinese Academy > 1CBC (London) Pic (chairman)
of Social Sciences), Bachelor degree
(Hunan University) Previousroles:

> general manager of the Ingtitutional Banking Department, ICBC

> chairman of ICBC Luxembourg S.A.
Jacko Maree/ 63 Appointed: Appointments held within the Group: GMAC
Deputy chairman, SBG and non-|2016 > Liberty Holdings (chairman) (chairman)
executive director, SBG and SBSA > Liberty Group (chairman) GRCMC

REMCO

Other governing body and professional positions held: GSEC

> China Investment Corporation — International advisory council Large Exposure
BCom (University of Stellenbosch), BA > Special Envoy on Investments to RSA Credit
and MA (politics and economics) Committee
(Oxford), PMD (Harvard) External director ships:

> Nelson Mandela Children’s Hospital

> Phembani Group

Previousroles:

> chief executive of the group for more than 13 years

> senior banker focusing on key client relationships
Trix Kennealy / 60 Appointed: External directorships: GAC (chairman)
Independent non-executive director, | 2016 > Sasol GRCMC
SBG and SBSA REMCO

Previousroles:
BCom (University of Pretoria), BCom > chief financia officer of the South African Revenue Service
(Hons) (University of Johannesburg), > chief operating officer of ABSA Corporate and Business Bank
CA (A
Nomgando M atyumza/ 56 Appointed: External directorships: GRCMC
Independent non-executive director, | 2016 > Hulamin REMCO
SBG and SBSA > Sasol GAC
BCompt (Hons)  (University  of Previousroles:
Transkel), LLB (University of Natal), > deputy chief executive at Transnet Pipelines
CA ($4) > non-executive director on the boards of Cadiz Limited, Transnef]

SOC Limited, Ithala Development Finance Corporation and WBHO

K gomotso Moroka / 64 Appointed: Other governing body and professional positions held: GSEC
Non-executive director, SBG and| 2003 > member of the Johannesburg Society of Advocates (chairman)
SBSA DAC

External directorships: GRCMC

BProc (University of the North), LLB
(University of the Witwatersrand)

> Kalagadi Manganese

> Royal Bafokeng Platinum (chairman)
> Temetayo (chairman)

> Multichoice South Africa Holdings

> Netcare

Previousroles:
> non-executive director of South African Breweries
> acting judge in the Witwatersrand Local Division
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Martin Oduor-Otieno/ 62 Appointed: Other governing body and professional positions held: GAC
Independent non-executive director, | 2016 > fellow at the Institute of Bankers (Kenya) GSEC
SBG and SBSA > SOS Children’s Villages International
BCom (University of Nairobi), CPA > fellow of the Institute of Certified Public Accountants (Kenya)
(Kenya), Executive MBA
(ESA\M”MaaS”Cht Business SChOOl), External directorships:
Honorary  Doctor  of  Business > GA Life Insurance Company
Leadership (KCA University), AMP > British American Tobacco Kenya
(Harvard) > East African Breweries
> Kenya Airways
Previousroles:
> CEO of the Kenya Commercia Bank Group
> partner at Deloitte East Africa
André Parker / 67 Appointed: External directorships: DAC
Independent non-executive director, | 2014 > Distell GTIC
SBG and SBSA > Empresas Carozzi (Chile) REMCO
Large Exposure
BEcon (Hons), MCom (University of Previousroles: Credit
Stellenbosch) > managing director, SAB Miller, Africaand Asiaregions Committee
> chairman of Tiger Brands
Atedo Peterside CON / 63 Appointed: Other gover ning body and professional positions held: GAC
Independent non-executive director,| 2014 > Endeavor High Impact Entrepreneurship (chairman) GTIC
SBG and SBSA REMCO
External directorships:
BSc (economics) (The City University, > Anap Holdings Ltd (chairman)
London), MSc (economics) (London > Cadbury Nigeria Plc (chairman)
School of Economics and Political > Flour Mills of NigeriaPlc
Science), Owner/President > Unilever NigeriaPlc
Management Programme (Harvard) > Nigerian Breweries Plc
> Anap Business Jets Ltd (chairman)
Previousroles:
> founder and chief executive of the then IBTC
> chairman of Stanbic IBTC Bank Plc
Peter Sullivan/ 71 Appointed: External directorships: REMCO
Lead independent  non-executive| 2013 > AXA China Region Insurance Company (chairman)
director, SBG and independent non- > AXA Asia GAC
executive director, SBSA > Techtronic Industries GTIC
_ _ o > Circle Holdings (chairman) GRCMC
BSc (physical education) (University of
New South Wales) Previousroles:
> Chairman of Healthcare Locums Plc
> CEO of Standard Chartered Bank Africa
> CEO of Standard Chartered Bank (Hong Kong) Limited
Myles Ruck / 63 Appointed: Appointments held in the Group: GRCMC
Independent non-executive director, | 2002 > ICBC (Argentina) (vice chairman) (chairman)
SBG and SBSA DAC
Previousroles. Large Exposure
BBusSc (University of Cape Town), > deputy chief executive of SBG Credit
PMD (Harvard) > chief executive of the Liberty Group Committee
(chairman)
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John Vice/ 66 Appointed: External directorships: GTIC (chairman)
Independent non-executive director, | 2016 > Anglo American Platinum GAC
SBG and SBSA GRCMC

Previousroles:
BCom, CTA (University of Natal), CA > senior partner at KPMG Inc. until his retirement from therein
(A February 2013, and headed the firm’s audit practice, I T audit and I T

consulting departments.

> member of the board of Zurich Insurance South Africa Limited
Lubin Wang/ 45 Appointed: Other governing body and professional positions held: DAC
Non-executive director, SBG and|2017 > Chief representative officer of ICBC African representative office GRCMC
SBSA GTIC

Bachelor’s degree in corporate finance
(Fudan University), Master’s degree in
accounting and finance (London
School of Economics and Political
Science)

Appointments held within the Group:
> ICBC Standard Bank Plc.

Previousroles:

> executive committee member, deputy head of finance, head of IT]
and strategic sourcing in ICBC (Argentina)

> core member of the transitional committee of the acquisition project

of Standard Bank Argentina

Conflicts of Interest

All of the directors of SBSA, with the exception of Lungisa Fuzile, are also directors or prescribed
officers of SBG and they therefore also owe duties in that capacity to SBG as well asto SBSA. Since the
directors of SBSA are also directors of SBG, it is unlikely but possible that decisions made by the
directors which are in the best interests of SBG and/or the Group taken as a whole may not in every case
bein the best interests of SBSA.

In addition, Myles Ruck, Arno Daehnke, Jacko Maree and Sim Tshabalala serve as directors of
subsidiaries of SBG other than SBSA. These directors therefore also owe duties in that capacity to those
companies as well asto SBSA. It is possible that the duties which these persons owe to those companies
may potentially conflict with their dutiesto SBSA.

SBSA engages in transactions with some of entities in the Group, including transactions in the ordinary
course of business.

SBSA’s approach to managing compliance risk, including identifying and managing conflicts of interest,
is proactive and premised on internationally-accepted principles of risk management. Its compliance risk
management is a core risk management function and is overseen by the Group chief compliance officer.
SBSA’s compliance framework is based on the principles of effective compliance risk management as
outlined in the Banks Act and recommendations from international policy-making bodies. SBSA is aso
subject to, and complies with, the applicable requirements of the South African Companies Act, 2008 (the
"Companies Act") relating to potential conflicts of interest. These requirements include, amongst other
things, an obligation on directors to file with the Group company secretary a list of al of their
directorships and to declare the nature of any conflict of interest before the relevant matter is considered
by the SBSA Board.

In addition, any director with a personal financial interest in any matter presented for consideration by the
SBSA Board has to comply with section 75 of the Companies Act which provides, among others, that if a
director of a company has a personal financial interest in respect of a matter to be considered at a meeting
of the SBSA Board or knows that a related person has a financia interest in the matter, the director must
disclose the interest and its genera nature before the matter is considered and must not take part in the
consideration of the matter. Such director is recused from the meeting.

Directors disclose their outside business interests as a standing agenda item at each meeting. Directors do
not participate in the meeting when the board considers any matters in which they may be conflicted and
are excused from the meeting. In compliance with the provisions of the Companies Act, the group
secretary maintains aregister of directors’ interests, which is tabled at the board meeting and any changes
are submitted to the board as they occur.
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EMPLOYEES

For the year ended 31 December 2018, the SBSA Group had 31,662 employees (compared to 32,342
employees for the year ended 31 December 2017). For the year ended 31 December 2018, approximately
57.3 per cent. of SBSA’s employees worked in the Personal & Business Banking SA segment of SBSA
(compared to 57.3 per cent. for the year ended on 31 December 2017) whereas 8.4 per cent. worked in the
Corporate & Investment Banking SA segment during the same period (compared to 8.3 per cent. for the
year ended on 31 December 2017); the remaining 34.3 per cent. of employees worked in the central and
other services segment within SBSA (compared to 34.4 per cent. for the year ended on 31 December
2017).

A dgignificant number of SBSA Group’s non-manageria employees are represented by trade unions.
SBSA Group has not experienced any significant strikes or work stoppages in recent years.

SBSA Group has developed employment policies to meet the needs of its different business segmentsin
the locations in which they operate, embodying principles of equal opportunity. SBSA has a statement of
business standards with which it expects its employees to comply, it encourages involvement of
employees in the performance of the business in which they are employed and aims to achieve a sense of
shared commitment.

COMPETITION
Competitors

As at 31 December 2018, there were 12 locally controlled banks, 6 foreign controlled banks, 4 mutual
banks, 15 local branches of foreign banks and 31 foreign banks with approved representative offices in
South Africa. According to the SARB BA 900 report for 31 December 2018, the banking sector in South
Africa had total assets of R5.5 trillion as at 31 December 2018. SBSA’s principal competitors are ABSA
Bank Limited, FirstRand Bank Limited, and Nedbank Limited. Apart from SBSA, these represent the
largest banks in South Africa. The following table sets out total assets and capital and reserve for each as
at 31 December 2018.

Capital and
Total assets reserves
(Rm)
ABSA BanK LIMITEA......cveieieieiiicesieis ettt et s eseste e se e eseseseneenensenen 1,077,155 81,574
FirstRand Bank Limited . 1,186,573 90,724
Nedbank Limited..........ccoceevvveivneinnnnne . 952,454 73,031
The Standard Bank of South AfricaLimited.........cccoeveiireiereirineee e es 1,317,950 96,999

Source: BA 900 filings— SARB, 31 December 2018

SBSA operates in a highly competitive environment. The economic pressures experienced in devel oped
economies have caused banks based in those jurisdictions to seek out growth opportunities within South
Africa. As banks in developed economies are often able to benefit from lower costs of funding, this has
resulted in greater competition for SBSA within South Africa and other emerging markets.

CAPITAL ADEQUACY

SBSA’s capital management function is designed to ensure that regulatory requirements are met at all
times and that SBSA and its principal subsidiaries are capitalised in line with SBSA’s risk appetite and
target ratios, both of which are approved by the board of directors of SBG and SBSA to manage their
capital levels to support business growth, maintain depositor and creditor confidence, create value for
shareholders and ensure regulatory compliance. It further aims to facilitate the allocation and use of
capital, such that it generates a return that appropriately compensates shareholders for the risks incurred.
Capital adequacy is actively managed and forms a key component of SBSA’s budget and forecasting
process.

The SARB adopted Basel 11l from 1 January 2013 and SBSA has been compliant with the minimum
requirements from that date. The Basel 111 capital adequacy requirements were subject to phase-in rules
with full implementation from 1 January 2019.
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The implementation of IFRS 9 on 1 January 2018 resulted in a decrease of 60 bps in the common equity
tier | ratio as at the date of the initial application, on afully loaded basis. The impact on SBSA's common
equity tier | ratio after taking into account the Prudential Authority's 3-year phase-in provision was a
decrease of 10 bps. Given the SBSA Group's strong capital adequacy position, the SBSA Group was able
to absorb the common equity tier | capital impact. IFRS 9 had a small impact on SBSA's total capital
adequacy due to the add-back to tier Il capital that is permitted for provisions that exceed the regulatory
expected loss. The volatility that may arise from the add-back due to the adoption of IFRS 9 is carefully
monitored on an ongoing basis.

The Basel |l post-crisis reform proposals and the potential requirements for loss absorbing and
recapitalisation capacity of systemically important banks may impact capital levels going forward. The
implementation date of the more significant Basel 111 post-crisis reform proposalsis 1 January 2022 with
transitional arrangements for the phasing-in of an aggregate output floor from 1 January 2022 to 1
January 2027. The Basel 11l post-crisis reform proposals provide for areas of national discretion and the
Group will, through relevant industry bodies, engage the Prudential Authority on the South African
implementation of the proposals.

SBSA manages its capital levels to support business growth, maintain depositor and creditor confidence,
create value for shareholders, and ensure regulatory compliance. The main regulatory requirements to be
complied with are those specified in the Banks Act and related regulations, which are aligned with Basel
1.

Regulatory capital adequacy is measured through three risk-based ratios, namely common equity tier 1,
tier 1 and total capital adequacy ratios which are calculated on the following basis:

e Common equity tier 1: ordinary share capital, share premium, retained earnings, other reserves
and qualifying non-controlling interest less impairments divided by total risk weighted assets
("RWA").

e Tier 1. common equity tier 1 and other qualifying non-controlling interest plus perpetual, non-
cumulative instruments with either contractual or statutory principal loss absorption features that
comply with the Basel 111 rules divided by total RWA. Perpetual, non-cumulative preference
shares that comply with Basel | and Basel 11 rules are included in tier 1 capital but are currently
subject to regulatory phase-out requirements over a ten-year period, which commenced on 1
January 2013.

e Total capital adequacy: tier 1 plus other items such as general credit impairments and
subordinated debt with either contractual or statutory principal loss absorption features that
comply with the Basel 11l rules divided by total RWA. Subordinated debt that complies with
Basel | and Basel | rulesisincluded in total capital but is currently subject to regulatory phase-
out requirements, over aten-year period, which commenced on 1 January 2013.

RWA are calculated in terms of the Banks Act and related regulations, which are aligned with Basel [11.

The SARB adopted the leverage framework that was issued by the BCBS in January 2014 with formal
disclosure requirements commencing from 1 January 2015. The non risk-based leverage measure is
designed to complement the Basel III risk-based capital framework. SBSA’s leverage ratio inclusive of
unappropriated profit was 5.9 per cent. as at 31 December 2018 (compared to 6.3 per cent. as at 31
December 2017), in excess of the SARB minimum requirement of 4 per cent.
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The following table sets out SBSA’s Tier 1 and Tier 2 Capital excluding unappropriated profit for the
years ended 31 December 2018 and 31 December 2017, on aBasel 111 basis.

Basel 111 qualifying capital excluding unappropriated profits

31 December
2018 2017
(Rm)

IFRS ordinary shareholders equity 44,448 43,698

Retained earnings 52,321 56,294

Other reserves 881 799

Less: regulatory adjustments (12,420) (17,929)

Goodwill (42) (42)

Other intangible assets (14,337) (15,346)

Shortfall of credit provisions to expected future losses* — (2,084)

Deferred tax assets (11 (]

Other adjustments including IFRS 9 phase-in 1,970 (443)

Less: regulatory exclusions (unappropriated profits) (11,966) (11,020)

CET | capital 73,264 71,852

Qualifying other equity instruments 3,504 3,544

Tier | capital 76,768 75,396

Qualifying tier Il subordinated debt 18,580 17,080

General allowance for credit impairments 781 461

Less: regulatory adjustments - investment in tier 11 instrumentsin other banks (3,187) (2,341)

Tier 11 capital 16,174 15,200

Total regulatory capital 92,942 90,596

Basel |11 risk-weighted assets and associated capital requirements
Minimum
RWA Zcapital
requirements'
2018 2017 2018
(Rm) (RmM)

Credit risk (excluding counter party credit risk (CCR)) 481,951 440,518 53749
Of which: standardised approach? 39,602 20,388 4417
Of which: internal rating-based (IRB) approach 442,349 420,130 49 332
CCR 24,370 22,267 2718
Of which: standardised approach for CCR 1,902 1,334 212
Of which: IRB approach 22,468 20,933 2506
Equity positionsin banking book under mar ket-based approach 1,125 3,572 125
Securitisation exposuresin banking book 658 747 74
Of which: IRB approach 465 567 52
Of which: IRB supervisory formula approach 193 180 22
Market risk 50,720 41,943 5657
Of which: standardised approach 36,886 29,139 4114
Of which: internal model approach (IMA) 13,834 12,804 1543
Operational risk 97,563 93,283 10 881
Of which: standardised approach 26,610 26,431 2968
Of which: advanced measurement approach (AMA) 70,953 66,852 7913
Amounts below the thresholds for deduction (subject to 250% risk weight) 12,999 7,984 1450
Total 669,386 610,314 74 654

1 For reporting periods up to 31 December 2017, the SBSA Group deducted from available capital the shortfall of IAS 39 credit
provisions to regulatory expected loss. Given that the IFRS 9 impairment provisions are greater than the regulatory expected losses,

this adjustment is no longer required.

2 Measured at 11.1 per cent. (2017: 10.8 per cent.) in line with Basdl 111 transitional requirements and excludes any bank-specific
capital requirements. There is currently no requirement for the countercyclical buffer add-on in SA. The impact on the group's
countercyclical buffer requirement from other jurisdictions in which the group operates is insignificant (buffer requirement of

0.0167 per cent.).

3 Portfolios on the standardised approach relate to portfolios for which application to adopt the internal model approach has not been

submitted, or for which application has been submitted but approval has not been granted.
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The following tables detail SBSA’s capital adequacy ratios for the years ended 31 December 2018 and
31 December 2017 on a Basel 111 basis including phased-in and fully loaded post IFRS 9 implementation.

Capital Adequacy Ratios (Phased-in)*

Including Excluding
2018 SARB unappropriated profits  unappropriated profits
- Internal
minimum
regulatory tar_get
requir ement? ratios® 2018 2017 2018 2017
% % % % % %
Total capital adequacy ratio 111 15.0-16.0 15.7 16.6 139 148
Tier | capital adequacy ratio 8.9 12.0-13.0 133 14.2 11.5 12.4
CET | capital adequacy ratio 74 11.0-125 12.7 136 10.9 118
Capital Adequacy Ratios (Fully L oaded)*
Including Excluding
2018 SARB unappropriated profits  unappropriated profits
minimum Internal
target
regulatory 08
r equirement? ratio 2018 2017 2018 2017
% % % % % %
Total capital adequacy ratio 111 15.0- 16.0 15.7 16.6 139 14.8
Tier | capital adegquacy ratio 8.9 12.0-13.0 12.9 14.2 11.2 12.4
CET | capital adequacy ratio 74 11.0- 125 12.4 13.6 10.6 11.8

! Capital adequacy ratios based on the SARB IFRS 9 phased-in approach.

2 Excludes confidential bank-specific add-ons.

3 Including unappropriated profits.

“ Capital ratios based on theinclusion of the full IFRS 9 transactional impact.

Source: This information has been extracted from SBSA’s 2018 Risk and Capital Management Report

BASEL 111

Banks in South Africa adopted Basel 111 with effect from 1 January 2013. Basel 111 aims to enhance
financial stability globally by increasing the quality and level of capital to be held by banks, extending the
risk framework coverage, by introducing new liquidity ratios and also a non-risk based leverage ratio. The
BSD of the SARB (now referred to as the PA) commenced with its implementation from 1 January 2013
by way of the Regulations Relating to Banks, and Banks in South Africa have thus adopted the Basel 111
accord. The SB Group has approval from the SARB to use the advanced internal ratings-based ("AIRB")
approach for its credit portfolios in SBSA. For internal management purposes, the SB Group utilises
AIRB measures and principles wherever possible. Further, the SB Group has approval from the SARB to
adopt the market-based approach for certain equity portfolios in SBSA and has approval for using the
advanced measurement approach ("AMA") operationa risk framework. Furthermore, the SB Group also
has approval from the SARB to use the "internal models approach" for most trading product groups and
across most market risk types for SBSA.

In Basel 111, the BCBS introduced significant changes to the Basel Il framework, including, amongst
others:

Capital

The quality, consistency and transparency of the capital base levels are increased. In the new framework,
the regulatory deductions should mainly be applied to the common equity component of the capital base.
Further, to be eligible as Tier | and Tier Il capital, instruments need to meet more stringent requirements
than were applied under Basel 11.

The Basel 11l framework introduces a capital conservation buffer of 2.5 per cent. on top of these
minimum thresholds. If a bank does not meet this buffer, constraints will be imposed on SBSA’s capital
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distribution, such as dividends. Also, in periods of excess growth, banks will be required to hold an
additional countercyclical buffer of up to 2.5 per cent. in order to avoid facing restrictions.

Leverage Ratio

The BCBS has also proposed a requirement that effective from 1 January 2018 the risk-sensitive capital
framework be supplemented with a non-risk based measure, the leverage ratio (the "L everage Ratio").
The Leverage Ratio is calculated as the Tier | capital divided by the exposure (being on and off-balance
sheet exposures, with certain adjustments for selected items such as derivatives). It is envisaged that the
final calibration of the Leverage Ratio and any further definition amendments will be implemented by
2022.

Liquidity

Another key component of the Basdl 1Il framework is the introduction of increased regulations for
liquidity risks. The objective of the liquidity reform is to improve the banking sector’s ability to absorb
shocks arising from financial and economic stress, whatever the source, thereby reducing the risk of
spillover from the financial sector to the real economy.

The BCBS has developed two new quantitative liquidity standards as part of the Basel 111 framework;
namely the LCR (being phased-in from 1 January 2015) and the Net Stable Funding Ratio ("NSFR")
(effective 1 January 2018). The LCR’s objective is to measure SBSA’s ability to manage short-term
liquidity stress and ensure the appropriate holding of surplus qualifying liquid assets. The NSFR’s
objective is to measure the SBSA Group's long-term structural funding stability in order to address the
structural liquidity mismatch inherent in banking operations. Both the LCR and NSFR calculations are
subject to an observation period prior to implementation such that any unintended conseguences can be
identified.

The BCBS has aso put a more stringent regulatory framework into place for the monitoring of intraday
liquidity risk. Management of intraday liquidity risk forms a key element of a bank’s overall liquidity risk
management framework. The mandatory tools introduced by the BCBS are for monitoring purposes, and
only international active banks will be required to apply them. National regulators will determine the
extent to which the tools apply to banks that only operate domestically within their jurisdictions. Monthly
reporting on the monitoring tools commenced on 1 January 2015.

Risk-Weighting (Finalised Basel 111 reforms)

On 7 December 2017 the BCBS published the Basel 111 finalised reforms for the calculation of RWA and
a capital floor to be implemented on 1 January 2022. These reforms are the completion of work that the
BCBS has been undertaking since 2012 to address inefficiencies that emerged from the financial crisisin
2008 and impacts both standardised and advanced internal models.

Reducing variation in the internal rating based ("IRB" ) approach for credit risk

The revised IRB framework constrains the use of the AIRB approach which allows banks to estimate the
probability of default ("PD"), loss given default ("L GD"), exposure at default ("EAD™) and maturity of
an exposure for low default asset classes. These include exposures to large and mid-sized corporates,
banks and other financial ingtitutions, securities firms and public-sector entities. The relevant SB Group
legal entities will now have to use the foundation IRB ("FIRB") approach for these exposures. The FIRB
approach is more conservative as it applies fixed values to the LGD and EAD parameters. In addition, all
IRB approaches are being removed for exposuresto equities.

For the remaining asset classes, the revised IRB framework also introduces minimum "floor" values for
bank-estimated IRB parameters that are used as inputs to the calculation of RWA. These include PD
floors for both the FIRB and AIRB approaches, and LGD and EAD floors for the AIRB approach. The
Committee agreed on various additional enhancements to the IRB approaches to further reduce
unwarranted RWA variability, including providing greater specification of the practices that banks may
use to estimate their model parameters.

Given the enhancements to the IRB framework and the introduction of an aggregate output floor, the
BCBS has removed the 1.06 scaling factor that is currently applied to RWASs determined by the IRB
approach to credit risk.
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The date of implementation for these revisionsis 1 January 2022.
Standardised approach for credit risk

The revisions to the standardised approach for credit risk (implementation date of 1 January 2022),
enhances the regulatory framework by improving its granularity and risk sensitivity. It provides a more
granular approach for unrated exposures to banks and corporates and a recalibration of risk weighting for
rated exposures, a more risk-sensitive approach for real estate exposures based on their loan to value,
separate treatment for covered bonds; specialised lending; and exposures to SME’s, a more granular risk
weight treatment for subordinated debt and equity exposures, and a recalibration of credit conversion
factors for off balance sheet exposures.

Credit Valuation Adjustment ("CVA") risk capital charge

The initial phase of Basel 11l reforms introduced a capital charge for potential mark-to-market losses of
derivative instruments as aresult of the deterioration in the creditworthiness of a counterparty.

The final reforms introduce two new approaches for the calculation of the CVA risk capital charge which
are a bhasic approach (full version including CVA hedges, or reduced version) and a standardised
approach based on the fundamental review of the trading book market risk standardised approach with
minimum requirements sensitivity calculations. The changes also include a €100 billion threshold for a
simplified treatment (double counterparty credit risk capital requirement) and new eligibility requirements
for CVA hedges.

The implementation date of the final reformsis 1 January 2022.
Operational risk

The BCBS has streamlined the operational risk framework. The AMAS for calculating operational risk
capital requirements (which are based on banks internal models) and the existing standardised
approaches are replaced with a single risk-sensitive standardised approach to be used by all banks.

The new standardised approach for operational risk with an implementation date of 1 January 2022)
determines a bank’ s operational risk capital requirements based on two components comprising a measure
of a bank’s income and a measure of historical losses experienced by the bank. Conceptually, it assumes
that operational risk increases at an increasing rate with a bank’s income and banks which have
experienced greater operational risk losses historically are assumed to be more likely to experience
operational risk lossesin the future.

Output floor

The Basel 111 reforms replace the existing Basel 11 floor with a floor based on the revised Basel Il
standardised approaches. Consistent with the original floor, the revised floor places a limit on the
regulatory capital benefits that a bank using internal models can derive relative to the standardized
approaches. In effect, the output floor provides a risk-based backstop that limits the extent to which banks
can lower their capital requirements relative to the standardised approaches.

This helps to maintain a level playing field between banks using interna models and those on the
standardised approaches. It also supports the credibility of banks risk-weighted calculations and
improves comparability viathe related disclosures.

Under the revised output floor, banks' risk-weighted assets must be calculated as the higher of

(iii) total RWA calculated using the approaches that the bank has supervisory approval to usein
accordance with the Basel capital framework (including both standardised and internal
model -based approaches); and

(iv) 72.5 per cent. of the total risk-weighted assets calculated using only the standardised
approaches.
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Risk-Weighting (Other Basd 111 reforms)
Counterparty Credit Risk

The BCBS has finalised the rules for the standardised approach for counterparty credit risk ("SA-CCR").
From 1 October 2019, the SA-CCR will be used to calculate the counterparty credit risk exposure
associated with OTC derivatives, exchanges traded derivatives and long settlement transactions. The new
SA-CCR is more risk sensitive than previoudly, limits the need for discretion by national authorities,
minimises the use of banks' internal estimates and avoids undue complexity.

Securitisation Framework

The BCBS has finalised changes to the Basel securitisation framework. The new framework, to be
implemented by 1 April 2020, provides a revised set of approaches for determining the regulatory capital
requirements in relation to securitisation exposures with the aim of reducing mechanistic reliance on
external ratings, increasing risk weights for highly rated securitisation exposures, reducing risk weights
for low-rated securitisation exposures, reducing cliff effects (where small changes in the quality of an
underlying pool of securitised exposures quickly leads to significant increases in capital requirements)
and making the framework more risk-sensitive.

Fundamental Review of the Trading Book

Some initial measures to improve market risk were introduced by the BCBS in 2009 (known as "Basel
2.5"). The BCBS recognised that these incremental changes to the market risk framework were only
temporary, and that further measures were required to improve trading book capital requirements. The
new market risk framework ("Fundamental Review of the Trading Book") was published on 14 January
2016. Following this publication, the BCBS published a consultative document entitled "Revisions to the
minimum capital requirements for market risk" on 22 March 2018. This document addresses issues that
the Basel Committee has identified in the course of monitoring the implementation and impact of the
standard. The standard was thereafter revised on 14 January 2019 and is to be adopted on 1 January 2022.

Interest Rate Risk in the Banking Book (" IRRBB")

Arising from the Fundamental Review of the Trading Book, the Bank of International Settlement
appointed a team to evaluate and refine the existing Pillar 2 treatment for spread risk in the banking book.
In April 2016 the BCBS issued standards for IRRBB (the "revised Standards"). The revised Standards
revise the BCBS' 2004 "Principles for the management and supervision of interest rate risk", which set
out supervisory expectations for banks' identification, measurement, monitoring and control of IRRBB as
well asits supervision. The revised Standards also introduced a strengthened Pillar 2 approach. The newly
revised Standards for IRRBB cover the enhanced requirements over 12 principles. Nine principles are
directed to banks including identification of IRRBB, sound methodologies, risk appetite and limits,
internal reporting, external disclosures, data, controls and model risk management. Three principles are
directed to supervisors and focus on review of soundness of banks' IRRBB management, collaboration
among supervisors and identification of outlier banks.

The revised standards are expected to be implemented by 1 June 2021.
Sovereign Risk

The regulatory treatment of sovereign exposures - discussion paper, was issued in December 2017 by the
BCBS. The views of interested stakeholders will inform the BCBS' longer-term thinking on the issue.
The discussion paper outlines some ideas regarding the regulatory treatment of sovereign exposures:

The first set of ideas relates to:
(i) the removal of the IRB approach framework for sovereign exposures,

(i) revised standardised risk weights for sovereign exposures held in both the banking and
trading book, including the removal of the national discretion to apply a preferential risk
weight for certain sovereign exposures; and

-201-



(iii) adjustments to the existing credit risk mitigation framework, including the removal of the
national discretion to set a zero haircut for certain sovereign repo-style transactions.

The second set of ideas relate to mitigating the potential risks of excessive holdings of sovereign
exposures, which, for instance, could take the form of marginal risk weight add-ons that would vary based
on the degree of a bank’s concentration to a sovereign (defined as the proportion of sovereign exposures
relative to Tier 1 capital). The third set of ideas is related to the Pillar 2 (supervisory review process) and
Pillar 3 (disclosure) treatment of sovereign exposures.

There have been no further updates regarding Sovereign Risk from the BCBS.
Systemically important financial institutions (" SIFIs")

The guidance developed by the BCBS and the Financial Stability Board form the basis for the
requirements of domestic systemically important banks in South Africa. South African banks have
developed their recovery plans in line with global standards. The specific "domestic systemically
important bank capital requirements have been applied to the relevant banks from 1 January 2016.

Recovery plans focus on plausible management or recovery actions that can be taken to reduce risk and
conserve capital during times of severe stress. Resolution plans are typically developed by the supervisor
with the objective of ensuring that SIFIs are resolvable and will not become a burden to tax payers.

Although the Basel |1l phase-in approach affords SBSA a period of time before full compliance is
required, SBSA maintains a strong focus on achieving these liquidity and capital requirements within the
specified timelines. Specific areas of focus include optimising capital and liquidity allocation between
product lines, trading desks, industry sectors and legal entities such that financial resources can be
alocated in a manner that enhances the overall group economic profit and return on equity, embedding
risk-adjusted performance measurement into the performance measurement and reporting processes of the
SB Group; and ensuring that the SB Group is adequately positioned to respond to changing regulatory
rules under Basel I11.

LEGAL PROCEEDINGS

There are no governmental, legal or arbitration proceedings (nor are there any such proceedings which are
pending or threatened of which SBSA is aware) which may have, or have during the 12 months prior to
the date of this Base Prospectus had, a significant effect on the financia position or profitability of SBSA
and/or the SBSA Group. SBSA and its subsidiaries have sued and are defendants in a number of legal
proceedings incidental to their operations. While any litigation has an element of uncertainty, SBSA does
not expect that the outcome of any such proceeding, either individually or in aggregate, will have a
material adverse effect upon the SBSA Group’s consolidated financial position or results.

PROPERTY

Asat 31 December 2018, SBSA Group held freehold title (net book value) to land and property of R3,020
million (compared to R2,968 million as at 31 December 2017).

INSURANCE

SBSA has a comprehensive insurance programme with cover for bankers bond, computer crime,
professional indemnity, directors and officers’ liability, assets and liabilities. An annual benchmarking
review of policy wording, covers and limits ensures that the level of risk mitigation is adequate in relation
to SBSA’s risk profile.

All insurance cover is placed at SBG level to maximize on economies of scale and to ensure all business
units are included.

INFORMATION TECHNOLOGY

With the significant impact of the digital revolution, consumers and businesses are being forced to change
the way they interact. IT is central to the Group's ability to adapt to a changing world and create
sustainable long-term value for the Group’s stakeholders. SBSA regards IT as a strategic asset which
supports, sustains and enables growth and operational excellence within SBSA and the Group.
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SBSA’'s IT strategy is aligned to, and a key enabler of, SBSA’s srategic vision. The key elements of
SBSA'sIT srategy are focused on embedding a culture which is aimed at ensuring that SBSA's systems
are "dways on" (available to our customers) and secure (through managing the risk of unauthorised
security breaches), driving the simplification of SBSA's systems and in having engaged employees to
deliver on the strategy. The first phase of SBSA's IT transformation programme, "Accelerate” was
completed in 2017. The programme implemented the adoption of "Agile at Scale”, an infrastructure
efficiency initiative, and is operating as business-as-usual, the achievement of improved Occupational
Health Index scores ("OHI") and the achievement of affordability targets. The modernisation of SBSA’s
core banking platforms is akey part of achieving SBSA’sIT strategy, and the Group has invested heavily
(over the last couple of years) in transforming its IT platforms from complex legacy systems to a
simplified and standardised platform. The majority of these programmes were completed in 2018, with
the associated capabilities being transitioned into use. The IT transformation and modernisation
programmes has enabled the Group to be well positioned to respond to changing client needs and to
contribute towards SBSA’s strategic focus areas around client centricity, digitisation and building a
universal financial services organisation.

Management believes that SBSA’s overall IT stability is currently acceptable with a record number of
transactions, both in terms of volume and value, being successfully processed in 2018 (109 per cent.
increase in the number of mobile transactions, with a value of R455 hillion, a 73 per cent. increase in
digital transactions with atotal value of R1 094 hillion. SBG continuesto invest inits I T security strategy
and enhance its current capabilities. SBG sets security, recovery and business resumption as a key focus
area, and regularly tests contingency procedures so that interruptions are minimised, and this has yielded
a 68 per cent. decrease in material system stability incidents in 2018.

IT governance functions provide oversight of IT within the SB Group to ensure that technology
contributes to creating sustainable value both in the short and over the long term. The SBG Board is
responsible for ensuring that prudent and reasonable steps have been taken regarding IT governance. The
Group IT committee is an SBG Board committee with responsibility for ensuring the implementation of
the IT governance framework across Group. The committee has the authority to review and provide
guidance on matters related to SBSA’s IT strategy, budget, operations, policies and controls, SBSA’s
assessment of risks associated with 1T, including disaster recovery, business continuity and IT security, as
well asoversight of significant IT investments and expenditure.

The committee is chaired by an independent SBG Board member, who is also a member of the Group risk
and capital management committee. The chief information officers of each business unit within SBSA
report to their chief executives as well as to the Group chief information officer to ensure that the IT
strategy is aligned and integrated with the business strategies.

REGULATION
General regulatory requirements

SBSA is subject to the Banks Act and is supervised by the Financia Conglomerate Supervision
Department.

SBSA holds a full banking licence granted by the SARB. It is an authorised dealer in foreign exchange in
terms of the Exchange Control Regulations of the SARB.

Please see "Risk Factors - the impact of any future change in law or regulation on the Issuer’s businessis
uncertain" on pages 15 to 16.

Anti-money laundering regulatory requirements

SBG is committed to and supports global efforts to combat money laundering and terrorist financing.
Consequently, SBG has drafted and implemented policies and procedures to assist it in complying with its
legislative obligations in respect of anti-money laundering and combating the financing of terrorism
requirements in each jurisdiction in which it operates. Meeting anti-money laundering and terrorist
financing control requirements imposes significant obligations in terms of client identification and
verification, record keeping, staff training and the detection and reporting of suspicious and unusual
transactions. Minimum standards are implemented throughout the SBG and particular emphasis is placed
on enhancing internal systems and processes to assist in managing money laundering and terrorist
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financing risks. SBSA continues to enhance and automate its anti-money laundering and terrorist
financing detection measures. SBSA also has a dedicated anti-money laundering surveillance unit that is
responsible for receiving, evaluating and reporting suspicious or unusual transactions and activities to the
appropriate authorities. This unit also ensures full co-operation with law enforcement agencies, including
the release of information to them in terms of SBSA’s legal obligations.

Anti-bribery and corruption requirements

Anti-bribery and corruption policies are implemented consistently across the Group and SBSA Group. All
companies in the Group are committed to the highest level of ethical behaviour and have a zero tolerance
for bribery and corruption. The Group requires compliance with anti-bribery and corruption laws in all
markets and jurisdictions in which it operates. These laws include, but are not limited to, the South
African Prevention and Combating of Corrupt Activities Act, the UK Bribery Act and the U.S. Foreign
and Corrupt Practices Act.

SBG has developed and implemented an anti-bribery and corruption ("ABC") compliance programme
which is aligned with global best practice (in particular the ABC guidance that has been issued by the
Organisation for Economic Co-operation and Development). The programme includes drafting and
regular updates to the ABC policy, which is applicable to all employees of the Group, irrespective of
location or jurisdiction.

Furthermore, all SBG staff are required to complete ABC general awareness training annually. Regular
reviews of the effectiveness of the ABC programme are conducted in the form of risk assessments and
routine monitoring activities.

RISK MANAGEMENT

Effective risk management is fundamental to the business activities of both SBG and SBSA. SBSA
operates under the SBG enterprise risk management ("ERM™) governance framework and SBSA-specific
policies to address SBSA-specific business and regulatory requirements. SBSA’s chief risk officer is
accountable to the SBSA Board and SBSA’s regulators. SBSA’s chief risk officer is also the chief risk
officer for SBG and is therefore also accountable to the SBG Board and SBG regulators.

SBSA’s approach to risk management is based on the SBG ERM governance framework under which it
operates which consists of:

o risk governance committees at a board and management level;
o risk governance standards, frameworks and policies; and
o three lines of defence.

Risk gover nance committees

Board sub-committees responsible for the oversight of risk management comprise the Risk and Capital
Management Committee ("RCMC"), the Audit Committee ("AC"), the technology and information
committee and the model approval committee.

Executive management oversight for al risk types has been delegated by the SBG executive committee to
the Risk Oversight Committee (the "ROC") which, in turn, assists the RCMC to fulfil its mandate. Asis
the case with the RCMC, the ROC calls for and evaluates in-depth investigations and reports based on its
assessment of the risk profile and external factors. The ROC delegates authority to various sub-
committees which deal with specific risk types or oversight activities. Matters are escalated to the ROC,
based on materiality, through reports or feedback from the sub-committee chairman. These sub-
committees are the:

e Corporate and Investment Banking and Personal and Business Banking Credit Governance
Committees;

e  Asset and Liability Committee (the"AL CO") (which also covers market risk);

e  Compliance Committes;
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e  Country Risk Management Committee;

e  Equity Risk Committee;

e Interna Financial Control Governance Committee;

e  Operational Risk Committee;

e  Sanctionsand Client Risk Review Committee;

e  Stress Testing and Risk Appetite Committee; and

e  Recovery and Resolution Plan Committee.
Governance documents

Governance documents within the ERM governance framework comprise standards, frameworks and
policies which set out the requirements for the identification, assessment, measurement, monitoring,
managing and reporting of risks and effective management of capital. Governance standards and
frameworks are approved by the relevant board committee. Governance policies are approved by the
management committee or sub-committee, the relevant ROC sub-committee, the ROC itself or, where
regulations require board approval, by the SBSA Board or the relevant board committee.

Thethreelines of defence

SBSA uses the three lines of defence governance model which promotes transparency, accountability and
consistency through the clear identification and segregation of roles.

The first line of defence is made up of the management of business lines and legal entities. It is the
responsibility of first line management to identify and manage risks. This includes, at an operational
level, the day-to-day effective management of risk in accordance with agreed risk policies, appetite and
controls. Effective first line management includes:

e the proactive self-identification of issues and risks, including emerging risks;
e thedesign, implementation and ownership of appropriate controls;

e theassociated operational control remediation; and

e astrong control culture of effective and transparent risk partnership.

The second line of defence functions provide independent oversight and assurance. They have resources
at the centre and embedded within the business lines. Central resources provide SBSA with Group-wide
oversight of risks, while resources embedded within the business lines support management in ensuring
that their specific risks are effectively managed as close to the source as possible. Central and embedded
resources jointly oversee risks at alegal entity level.

The second line of defence functions develop, implement and integrate governance standards,
frameworks and policies for each material risk type to which SBSA is exposed. This ensures consistency
in approach across SBSA’s business lines and legal entities. Compliance with the standards and
frameworks is ensured through self-assessments by the second line of defence and reviews by Internal
Audit ("1A").

The third line of defence provides independent and objective assurance to the SBSA Board and senior
management on the effectiveness of the first and second lines of defence. The responsibility lies within
the I A function.

All three levels report to the SBSA Board, either directly or through the RCMC and AC.
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RISK APPETITE AND STRESSTESTING

The key to the SBSA Group’s long-term sustainable growth and profitability liesin ensuring that there is
astrong link between itsrisk appetite and its strategy.

Risk appetite is set, and stress testing activities are undertaken, at a group level, in business units, in risk
types and at alegal entity level.

The primary management level governance committee overseeing risk appetite and stress testing is the
SBSA Group stress testing and risk appetite committee. The principal governance documents are the risk
appetite governance framework and the stress testing governance framework.

Risk appetite gover nance framework
The risk appetite governance framework provides guidance on the following:
e setting and cascading of risk appetite by Bank, businessline, risk type and legal entity;
e  measurement and methodology;
e  governance;
e  monitoring and reporting of risk profile; and
e  escalation and resolution.

The SBSA Group has adopted the following definitions, where entity refers to a business line or legal
entity within the SBSA Group, or SBSA itself:

e Risk appetite: An expression of the amount or type of risk an entity is generally willing to takein
pursuit of its financial and strategic objectives, reflecting its capacity to sustain losses and
continue to meet its obligations as they fall due, under both normal and a range of stress
conditions.

e Risk appetitetrigger: an early warning trigger set at alevel that accounts for the scope and nature
of available management actions and ensures that corrective management action can take effect
and prevent arisk tolerance limit breach.

e Risk tolerance: The maximum amount of risk an entity is prepared to tolerate above risk appetite.
The metric isreferred to as arisk tolerance limit.

e Risk capacity: The maximum amount of risk that the entity is able to support within its available
financial resources.

e Risk appetite statement ("RAS"): The documented expression of risk appetite and risk tolerance
which have been approved by the entity’s relevant governance committee. The RAS is reviewed
and revised, if necessary, on an annual basis.

e Risk profile: Therisk profile is defined in terms of three dimensions, namely

. current or forward risk profile,
. unstressed or stressed risk profile,
. pre- or post-management actions.

The current risk profile is the amount or type of risk that the entity is currently exposed to. The unstressed
forward risk profile is the forward-looking view of how the entity’s risk profile is expected to evolve
under expected conditions. The effectiveness of available management actions can be assessed through an
analysis of pre- and post-management action risk profiles against risk appetite triggers and tolerance
limits.
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Stresstesting gover nance framewor k

Stress testing is subject to the SBSA Group’s stress testing governance framework which sets out the
responsibilities for and approaches to stress testing activities. Stress testing is a key management tool
within the SBSA Group and is used to evaluate the sensitivity of the current and forward risk profiles
relative to different levels of risk appetite. Stress testing supports a number of business processes
including:

e strategic planning and financial budgeting;

e theinternal capital adequacy assessment process, including capital planning and management and
the setting of capital buffers;

e liquidity planning and management;
e informing the setting of risk appetite;

e identifying and proactively mitigating risks through actions such as reviewing and changing
limits, limiting exposures and hedging;

o facilitating the development of risk mitigation or contingency plans, including recovery plans,
across arange of stressed conditions; and

e  supporting communication with internal and external stakeholders including industry-wide stress
tests performed by the regulator.

Stress testing programme

The stress testing programme uses one or a combination of stress testing techniques, including scenario
analysis, sensitivity analysis and reverse stress testing to perform stress testing for different purposes.

CREDIT RISK

Credit risk is the risk of loss arising out of failure of obligors to meet their financial or contractual
obligations when due.

SBSA Group’s credit risk is a function of its business model and arises from wholesale and retail loans
and advances, underwriting and guarantee commitments, as well as from the counterparty credit risk
arising from derivatives and securities financing contracts entered into with customers and trading
counterparties. To the extent equity risk is held on the banking book, it is also managed under the credit
risk governance framework.

The management of credit risk is aligned to SBSA’s three lines of defence framework.

The business functions own the credit risk assumed by the SBSA Group and, as the first line of defence,
is primarily responsible for its management, control and optimisation in the course of business generation.

The credit function acts as the second line of defence and is responsible for providing independent and
objective approval and oversight for the credit risk-taking activities of business, to ensure the process of
procuring revenue, while assuming risk, is undertaken with integrity. Further second-line oversight is
provided by the Group risk function through independent credit risk assurance. The third line of defence
is provided by the Group internal audit ("GIA"), under its mandate from the Group audit committee
("GAC").

Credit risk is managed through:
e  maintaining aculture of responsible lending and a robust risk policy and control framework;

e identifying, assessing and measuring credit risk across the group, from an individual facility level
through to an aggregate portfolio level;
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e defining, implementing and continually re-evaluating risk appetite under actual and stressed
conditions;

e monitoring the group’s credit risk exposure relative to approved limits; and

e ensuring that there is expert scrutiny and approval of credit risk and its mitigation independently
of the business functions.

SBSA Group’s credit governance process relies on both individual responsibility and collective oversight,
supported by comprehensive and independent reporting. This approach balances strong corporate
oversight at a SBSA Group level, with participation by the senior executives of the SBSA Group and its
business units, in all significant risk matters.

Credit risk is governed in accordance with the SBG comprehensive ERM framework as defined and
detailed in the SBG credit risk governance standard and the model risk governance framework.

Credit risk is managed through the CIB and PBB credit governance committees, the SBG Equity Risk
Committee ("ERC") (all subcommittees of GROC) and the intragroup exposure committee (a
subcommittee of the Group ALCO). These governance committees are key components of the credit risk
management framework. They have clearly defined mandates and delegated authorities, which are
reviewed regularly. Their mandates include responsibility for credit concentration risk decision-making
and delegation thereof within defined parameters, to credit officers and subcommittees embedded in
SBSA.

Key aspects of rating systems and credit risk models are approved by the PBB, CIB and group model
approval committees, all of which are mandated by the board as designated committees. Regular model
validation and reporting to these committees is undertaken by the independent central validation function.

Exposureto Credit Risk

Loans and advances are analysed and categorised based on credit quality, using the definitions of Stage 1,
Stage 2 and Stage 3 (Default) under IFRS 9 and for comparative purposes as Performing and Non-
performing loans under IAS 39, as further described in Credit portfolio characteristics and metrics on
pages 188 and 189.

Please refer to the tables set out on pages 146 to 147 of SBSA’s 2018 annual report with regard to
SBSA’s maximum exposure to credit risk by credit quality as at 31 December 2018 and 31 December
2017.

Collateral

Please refer to the tables set out on pages 149 to 150 of SBSA’s 2018 annual report for details of the
financial effect that collateral has on SBSA’s maximum exposure to credit risk as at 31 December 2017.

Collateral includes:
e financial securities that have a tradable market such as shares and other securities;
e physical items such as property, plant and equipment; and
e financial guarantees, suretyships and intangible assets.

Netting agreements which do not qualify for offset under International Financial Reporting Standards,
but which are nevertheless enforceable, are included as part of SBSA’s collateral for risk management
purposes. All exposures are presented before the effect of any impairment provisions. Netting
agreements, which do not qualify for offset under IFRS but which are nevertheless enforceable, are
included as part of the SBSA Group's collateral for risk management purposes. All exposures are
presented before the effect of any impairment provisions. In the retail portfolio, 61 per cent. is fully
collateralised (compared to 60 per cent. in 2017).

The R404 million of retail accounts (compared to R362 million in 2017) that lie within the O per cent. to
50 per cent. range of collateral coverage mainly comprise accounts which are either in default or legal.

- 208 -



The total average collateral coverage for al retail mortgage exposures in the 50 per cent. to 100 per cent.
collateral coverage category is 95 per cent. (which isunchanged from 2017.).

Of the SBSA Group'’s total exposure, 54 per cent. (compared to 52 per cent. In 2017) is unsecured and
mainly reflects exposures to well-rated corporate counterparties, bank counterparties and sovereign
entities.

The SBSA Group does not currently trade commodities that could give rise to physical commodity
inventory or collateral exposure with the exception of precious metals. In the normal course of its
precious metal trading operations the SBSA Group does not hold allocated physical metal; however, this
may occur from time-to-time. Where this does occur, appropriate risk and business approval isrequired to
ensure that the minimum requirements are satisfied, including but not limited to approval of risk limits
and insurance cover.

COUNTRY RISK

Country risk, also referred to as cross-border transfer risk, is the uncertainty of whether obligors,
(including the relevant sovereign, and including the obligations of bank branches and subsidiaries in a
country) will be able to fulfil its obligations to SBSA given political or economic conditions in the host
country.

All countries to which the SBSA Group is exposed are reviewed at least annually. Internal rating models
are employed to determine ratings for jurisdiction, sovereign and transfer and convertibility risk. In
determining the ratings, extensive use is made of SBSA Group’s network of operations, country visits and
external information sources. These ratings are also a key input into SBSA Group’s credit rating models.

The model inputs are continuously updated to reflect economic and political changes in countries. The
model outputs are internal risk grades that are calibrated to a jurisdiction risk grade from aaa to d, as well
as sovereign risk grade and transfer and convertibility risk grade ("SB") from SB0O1 to SB25. Countries
with sovereign/jurisdiction risk ratings weaker than SB07/a, referred to as medium- and high-risk
countries, are subject to more detailed analysis and monitoring.

Country risk is mitigated through a number of methods, including:
e political and commercial risk insurance;
e co-financing with multilateral institutions; and

e  structures to mitigate transferability and convertibility risk such as collection, collateral and
margining deposits outside the jurisdiction in question.

The primary management level governance committee overseeing this risk type is the SBSA Group’'s
Country Risk Management Committee. The principal governance documents are the country risk
governance standard.

The risk distribution of cross-border country risk exposures is weighted towards European, Asian and
North American low-risk countries, as well as sub-Saharan African medium- and high-risk countries.

The following graph shows SBSA Group’s exposure to the top five medium- and high-risk countries for

the years indicated. These exposures are in line with the SBSA Group’s growth strategy, which focused
on Africa
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FUNDING AND LIQUIDITY RISK

Liquidity risk is defined as the risk that an entity, although solvent, cannot maintain or generate sufficient
cash resources to meet its payment obligations in full as they fall due, or can only do so at materially
disadvantageous terms.

The nature of banking and trading gives rise to continuous exposure to liquidity risk. Liquidity risk may
arise where counterparties, who provide the SBSA Group with short-term funding, withdraw or do not
roll over that funding, or normally liquid assets become illiquid as a result of a generalised disruption in
asset markets.

SBSA Group manages liquidity in accordance with applicable regulations and within the SBSA Group’s
risk appetite framework. The liquidity risk governance standard supports the measurement and
management of liquidity across both the corporate and retail sectors to ensure that payment obligations
can be met under both normal and stressed conditions. Liquidity risk management ensures that the SBSA
Group has the appropriate amount, diversification and tenor of funding and liquidity to support its asset
base at al times. The SBSA Group manages liquidity risk as three interrelated pillars, which are aligned
tothe Basel 111 liquidity requirements.

The primary management level governance committee overseeing liquidity risk is ALCO, which is
chaired by the financial director. The principal governance documents are the liquidity risk governance
standard and model risk governance framework.

Basel 111 liquidity impact

The LCR is a metric introduced by the BCBS to measure a bank’s ability to manage a sustained outflow
of customer funds in an acute stress event over a 30-day period. The ratio is calculated by taking the
SBSA Group’s high quality liquid assets ("HQLA") and dividing it by net cash outflows. The minimum
regulatory LCR requirement for 2018 was 90 per cent., increasing by a further 10 per cent. on 1 January
2019 to reach the full 100 per cent. requirement.

The NSFR metric is designed to ensure that term assets are sufficiently funded by stable sources, such as
capital, term borrowings or other stable funds.

Contingency funding plans

Contingency funding plans are designed to protect stakehol der interests and maintain market confidence
in the event of aliquidity crisis. The plans incorporate an early warning indicator process supported by
clear crisis response strategies.

The plans incorporate an early warning indicator process supported by clear crisis response strategies.
Early warning indicators cover bank-specific and systemic crises and are monitored according to assigned
frequencies and tolerance levels.

Crisis response strategies are formulated for the relevant crisis management structures and address
internal and external communications and escalation processes, liquidity generation management actions
and operations, and heightened and supplementary information requirements to address the crisis event.
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Liquidity stresstesting and scenario analysis

Stress testing and scenario analysis are based on hypothetical as well as historical events. These are
conducted on SBSA Group’s funding profiles and liquidity positions. The crisis impact is typically
measured over a 30 calendar-day period as thisis considered the most crucial time horizon for a liquidity
event. This measurement period is also consistent with the Basel |11 LCR requirements.

Anticipated on- and off-balance sheet cash flows are subjected to a variety of bank-specific and systemic
stresses and scenarios to evaluate the impact of unlikely but plausible events on liquidity positions. The
results are assessed againgt the liquidity buffer and contingency funding plans to provide assurance as to
group’s ability to maintain sufficient liquidity under adverse conditions.

Internal stress testing metrics are supplemented with the regulatory Basel III LCR to monitor group’s
ability to survive severe stress scenarios.

Total contingent liquidity

Portfolios of highly marketable liquid instruments to meet regulatory and internal stress testing
reguirements are maintained as protection against unforeseen disruptions in cash flows. These portfolios
are managed within AL CO-defined limits on the basis of diversification and liquidity.

The table that follows provides a breakdown of SBSA Group’s liquid and marketable securities as at 31
December 2018 and 31 December 2017. Eligible Basel 11l HQLA are defined according to the BCBS
January 2013 LCR and liquidity risk monitoring tools framework. Managed liquidity represents
unencumbered marketable securities other than eligible Basel 111 LCR HQLA (excluding trading assets)
which would be able to provide significant sources of liquidity in a stress scenario.

TOTAL CONTINGENT LIQUIDITY

2018 2017
Rbn Rbn
Eligible LCR HQLA comprising: 208.6 172.3
Notes and coins 10.4 12.6
Balances with central banks 24.1 23.3
Government bonds and bills 130.1 91.3
Other eligible assets 44.0 45.1
Managed liquidity 43.9 40.6
Total contingent liquidity 252.5 2129
Total contingent liquidity as a %
of funding-related liabilities (%) 22.4 20.3

Liquid assets held remain adequate to meet all internal stress testing and regulatory requirements.

Structural liquidity requirements
Net stable funding ratio

The Basel 11l NSFR became effective on 1 January 2018 with the objective to promote funding stability
and resilience in the banking sector by requiring banks to maintain a stable funding profile in relation to
the composition of its assets and off-balance sheet activities. The ASF is defined as the portion of capital
and liabilities expected to be reliable over the one-year time horizon considered by the NSFR. The
Required amount of Stable Funding ("RSF") is a function of the liquidity characteristics and residual
maturities of the various assets (including off-balance sheet exposures) held by the bank. By ensuring that
banks do not embark on excessive maturity transformation that is not sustainable, the NSFR isintended to
reduce the likelihood that disruptions to a bank’s funding sources would erode its liquidity position,
increase its risk of failure and potentially lead to broader systemic risk.
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Maturity analysis of financial liabilities by contractual maturity

The following table analyses cash flows on a contractual, undiscounted basis based on the earliest date on
which SBSA can be required to pay (except for trading liabilities and derivative liabilities which are
presented as redeemable on demand) and will therefore not agree directly with the balances disclosed in
the consolidated statement of financial position.

Derivative liabilities are included in the maturity analysis on a contractual, undiscounted basis when
contractual maturities are essential for an understanding of the derivatives future cash flows.
Management considers only contractual maturities to be essential for understanding the future cash flows
of derivative liabilities that are designated as hedging instruments in effective hedge accounting
relationships. All other derivative liabilities, together with trading liabilities, are treated as trading and are
included at fair value in the redeemable on demand bucket since these positions are typically held for
short periods of time. The table also includes contractual cash flows with respect to off-balance sheet
items which have not yet been recorded on-balance sheet. Where cash flows are exchanged
simultaneoudly, the net amounts have been reflected.

Redeemable Maturing Maturing Maturing Maturing Total
ondemand within one between between six after 12 Rm
Rm month one to six to 12 months
Rm months months Rm
Rm Rm
2018
Financial liabilities
Derivative financial instruments 49 546 1 191 137 198 50073
Instruments settled on a net
basis 30923 1 104 40 114 31182
Instruments settled on a gross
basis 18 623 87 97 84 18 891
Trading liabilities 29704 29704
Deposits from customers and
banks 624 856 46 748 126 007 70 878 177598 1046 087
Subordinated debt 58 411 5439 10030 15938
Other 4277 4277
Total 704 106 51084 126 609 76 454 187826 1146079
Off-balance sheet exposures
Letters of credit and bankers’
acceptances 13 884 13 884
Guarantees 47 384 47 384
Irrevocable unutilised facilities 91 800 91 800
Total 153 068 153 068
2017
Financial liabilities
Derivative financial instruments 71425 38 115 256 71834
Instruments settled on a net
basis’ 45 742 (3) 2 45 741
Instruments settled on a gross
basis" 25683 41 113 256 26 093
Trading liabilities 38 240 38 240
Deposits from customers and
banks 560 120 210 2 537 250 543 162 690 976 100
Subordinated debt 134 344 18 040 18 518
Other 13 060 13 060
Total 669 785 13 270 2 709 251 002 180 986 1117752
Off-balance sheet exposures
Letters of credit and bankers’
acceptances 8940 8940
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Guarantees 43 466 43 466
Irrevocable unutilised facilities 71899 71899
Total 124 305 124 305

1 The prior year amounts in the ‘one to six months’, ‘six to 12 months’ and ‘after 12 months’ maturity brackets have been restated as the signage was
erroneously transposed.

Funding activities

Funding markets are evaluated on an ongoing basis to ensure appropriate SBSA Group funding strategies
are executed depending on the market, competitive and regulatory environment. SBSA Group employs a
diversified funding strategy, sourcing liquidity in both the domestic and offshore markets, and
incorporates a coordinated approach to accessing loan and debt capital markets across the group.

Primary funding sources are in the form of deposits across a spectrum of retail and wholesale clients, as
well asloan and debt capital markets. Total funding-related liabilities increased from R1 048 billion as at
31 December 2017 to R1 126 hillion as at 31 December 2018.

The following table sets out SBSA Group’s funding-related liabilities composition as at 31 December
2018 and 31 December 2017.

FUNDING-RELATED LIABILITIES COMPOSITION !

2018 2017
Rbn Rbn
I

Corporate funding 258 247
Retail depositsZ 252 239
Institutional funding 299 290
Interbank funding 145 110
Government and parastatals 72 62
Senior debt 55 55
Term loan funding 26 28
Subordinated debt issued 19 17
Total funding-related liabilities 1126 1048

Composition aligned to Basel Il liquidity classifications.
Comprises individual and small business customers.

MARKET RISK

Market risk istherisk of a change in the market value, actual or effective earnings or future cash flows of
a portfolio of financia instruments, including commodities, caused by adverse movements in market
variables such as equity, bond and commodity prices, currency exchange rates and interest rates, credit
spreads, recovery rates, correlations and implied volatilities in all of these variables.

The governance management level committee overseeing market risk is the Group ALCO. The principal
governance documents are the market risk governance standard and the model risk governance
framework.

Trading book market risk

Trading book market risk is represented by financial instruments, including commodities, held on the
trading book arising out of normal global markets' trading activities.

SBSA Group’s policy is that all trading activities are undertaken within the SBSA Group’s global
markets’ operations. The market risk functions are independent of trading operations and accountable to
the relevant legal entity ALCO.

All value-at-risk ("VaR") and stressed VaR ("SVaR") limits require prior approval from the respective
entity ALCOs. The market risk functions have the authority to set limits at alower level.

Market risk teams are responsible for identifying, measuring, managing, monitoring and reporting market
risk as outlined in the market risk governance standard.
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Exposures and excesses are monitored and reported daily. Where breaches in limits and triggers occur,
actions are taken by market risk functions to bring exposures back in line with approved market risk
appetite, with such breaches being reported to management and legal entity ALCOs.

M easur ement

The techniques used to measure and control trading book market risk and trading volatility include VaR
and SVaR, stop-loss triggers, stress tests, backtesting and specific business unit and product controls.

VaR and SvVaR

The SBSA Group uses the historical VaR and SVaR approach to quantify market risk under both normal
and stressed conditions. For risk management purposes, VaR is based on 251 days of unweighted recent
historical data updated at least monthly, a holding period of one day and a confidence interval of 95 per
cent. SVaR uses a similar methodology to VaR, but is based on a 251-day period of financia stress,
which isreviewed quarterly, and assumes a 10 day holding period and a worst case |oss.

Where the SBSA Group has received internal model approval, the market risk regulatory capital
requirement is based on a VaR and SVaR, both of which use a confidence level of 99 per cent. and a 10-
day holding period.

Limitations of historical VaR are acknowledged globally and include:

e Theuse of historical data as a proxy for estimating future events may not encompass all potential
events, particularly those which are extreme in nature;

e  The use of aone-day holding period assumes that all positions can be liquidated or the risk offset
in one day. This may not fully reflect the market risk arising at times of severeilliquidity, when a
one-day holding period may be insufficient to liquidate or hedge all positions fully; and

e The use of a 95 per cent. confidence level, by definition, does not take into account losses that
might occur beyond thislevel of confidence.

VaR is calculated on the basis of exposures outstanding at the close of business and therefore does not
necessarily reflect intra-day exposures. VaR is unlikely to reflect loss potential on exposures that only
arise under significant market movements.

In general, the SBSA Group's trading desks have run similar levels of market risk throughout 2018 when
compared to 2017 aggregate normal VaR, and reduced levels when compared to aggregate SVaR.

The following table sets out the trading book normal VaR analysis by market variable:
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TRADING BOOK NORMAL VAR ANALYSIS BY MARKET VARIABLE

Normal VaR
Maximum®  Minimum® Average Closing
Rm Rm Rm Rm
2018
Commodities risk 3 0.2 1 2
Foreign exchange risk 17 6 10 10
Equity position risk 12 2 6 8
Debt securities 26 9 14 15
Diversification benefits’ (9) (14)
Aggregate 35 14 22 21
2017
Commodities risk 2 0.05 0.3 0.7
Foreign exchange risk 37 10 21 11
Equity position risk 12 3 6 5
Debt securities 20 9 13 10
Diversification benefits’ (12) (10)
Aggregate 45 13 29 17

1 The maximum and minimum VaR figures reported for each market variable do not necessarily occur on the same day. As a result, the aggregate VaR will not equal the sum

of the individual market VaR values, and it is inappropriate to ascribe a diversification effect to VaR when these values may occur on different days.
Diversification benefit is the benefit of measuring the VaR of the trading portfolio as a whole, that is, the difference between the sum of the individual VaRs and the VaR of
the whole trading portfolio.

2

Trading book issuer risk

Equity and credit issuer risk is assumed in the trading book by virtue of normal trading activity and is
managed according to the SBSA Group’s market risk governance standard. These exposures arise from,
among others, trading in equities, debt securities issued by corporate and government entities as well as
trading credit derivative transactions with other banks and corporate clients.

The credit spread and equity issuer risk is incorporated into the daily price movements used to compute
VaR and SVaR, as mentioned above for issuer risk and transactions that incorporate material counterparty
value adjustment and debit value adjustments.

The VaR models used for credit spread and equity issuer risk are only intended to capture the risk
presented by historical day-to-day market movements, and therefore do not take into account
instantaneous or jump to default risk. Issuer risk isincorporated in the standardised approach interest rate
risk charge.

Sop-losstriggers

Stop-loss triggers are used to protect the profitability of the trading desks and are monitored by market
risk on adaily basis. The triggers constrain cumulative or daily trading losses through acting as a prompt
to areview or close-out positions.

Sress tests

Stress testing provides an indication of the potential losses that could occur under extreme but plausible
market conditions, including where longer holding periods may be required to exit positions. Stress tests
comprise individual market risk factor testing, combinations of market factors per trading desk and
combinations of trading desks using a range of historical, hypothetical and Monte Carlo simulations.
Daily losses experienced during the year ended 31 December 2018 did not exceed the maximum tolerable
losses as represented by the SBSA Group’s stress scenario limits.
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Backtesting

SBSA backtests its VaR models to verify the predictive ability of the VaR calculations and to ensure the
appropriateness of the models within the inherent limitations of VaR.

Backtesting compares the daily hypothetical profit and losses under the one-day buy and hold assumption
to the prior day’s calculated VaR. In addition, VaR is tested by changing various model parameters, such
as confidence intervals and observation periods to test the effectiveness of hedges and risk-mitigation
instruments. Regulators categorise a VaR model as green, amber or red and assign regulatory capital
multipliers based on this categorisation. A green model is consistent with a satisfactory VaR model and is
achieved for models that have four or less backtesting exceptions in a 12-month period at 99 per cent.
VaR. All of the SBSA Group’s approved models were assigned green status by the SARB for the year
ended 31 December 2018.

Soecific business unit and product controls

Other market risk limits and controls specific to individual business unitsinclude permissible instruments,
concentration of exposures, gap limits, maximum tenor, stop loss triggers price validation and balance
sheet substantiation.

Interest raterisk in the banking book

Banking book-related market risk exposure principally involves managing the potential adverse effect of
interest rate movements on banking book earnings (net interest income and banking book mark-to-market
profit or loss) and the economic value of equity.

SBSA's approach to managing IRRBB is governed by applicable regulations and is influenced by the
competitive environment in which the SBSA operates. SBSA’s treasury and capital management team
monitors banking book interest rate risk on a monthly basis operating under the oversight of group
ALCO.

Measurement

The analytical techniques used to quantify interest rate risk in the banking book include both earnings-
and valuation-based measures. The analysis takes account of embedded optionality such as loan
prepayments and accounts where the account behaviour differs from the contractual position.

The results obtained from forward-looking dynamic scenario analyses, as well as Monte Carlo
simulations, assist in developing optimal hedging strategies on a risk-adjusted return basis.

Equity risk in the banking book

Equity risk is defined as the risk of loss arising from a decline in the value of equity or an equity-type
instrument held on the banking book, whether caused by deterioration in the underlying operating asset
performance, net asset value, enterprise value of the issuing entity, or by a decline in the market price of
the equity or instrument itself.

Though issuer risk in respect of tradable equity instruments constitutes equity risk, such traded issuer risk
is managed under the trading book market risk framework.

Equity risk relates to al transactions and investments subject to approval by the SBSA's Equity Risk
Committee, in terms of that committee’'s mandate, and includes debt, quasi-debt and other instruments
that are considered to be of an equity nature.

For the avoidance of doubt, equity risk in the banking book excludes strategic investments in the SBSA
Group's subsidiaries, associates and joint ventures deployed in delivering the SBSA Group’s business and
service offerings unless the group financial director and group chief risk officer deem such investments to
be subject to the consideration and approval by the group ERC.
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The table below illustrates sensitivity for all non-trading equity investments assuming a 10 per cent. shift
in the fair value. The analysisis shown before tax.

MARKET RISK SENSITIVITY OF NON-TRADING EQUITY INVESTMENTS

10% Fair value 10% increase

reduction in Rm in fair value
fair value Rm
Rm

2018
Equity securities listed and unlisted 2176 2418 2 660
Listed 34
Unlisted 2384
Impact on profit and loss (242) 242
Impact on equity
2017
Equity securities listed and unlisted 2724 3027 3330
Listed 467
Unlisted 2 560
Impact on profit and loss (297) 297
Impact on equity (6) 6

Foreign currency risk

The SBSA Group’s primary non-trading related exposures to foreign currency risk arise as a result of the
translation effect of the SBSA Group’s net assets in foreign operations, intragroup foreign-denominated
debt and foreign-denominated cash exposures and accruals.

The Foreign Currency Management Committee, a sub-committee of the Capital Management Committee,
manages the risk according to existing legidation, South African exchange control regulations and
accounting parameters.

It takes into account naturally offsetting risk positions and manages the SBSA Group’s residual risk by
means of forward exchange contracts, currency swaps and option contracts.

Foreign currency risk sensitivity analysis

The table that follows reflects the expected financial impact, in rand equivalent, resulting from a 10 per
cent. shock to foreign currency risk exposures, against ZAR. The sensitivity analysisis based on net open
foreign currency exposures arising from designated net investment hedges, other derivative financial
instruments, foreign—denominated cash balances and accruals and intragroup foreign denominated debt.
The sensitivity analysis reflects the sensitivity to OCI and profit or loss on the SBSA Group’s foreign
denominated exposures other than those trading positions for which sensitivity has been included in the
trading book VaR analysis.

- 217 -



FOREIGN CURRENCY RISK SENSITIVITY IN ZAR EQUIVALENTS®

usD Euro GBP NGN Other Total
2018
Total net long/(short) position Rm 80 9 10 (2) 97
Sensitivity (ZAR depreciation) % 10 10 10 10 10
Impact on profit or loss Rm (8) (1) (1) 22 12
2017
Total net long/(short) position Rm 57 6 14 2 (2) 78
Sensitivity (ZAR depreciation) % 10 10 10 10 10
Impact on profit or loss Rm (6) (2) (2) 18 10

1 Before tax.

OPERATIONAL RISK

Operational risk is defined as the risk of loss suffered as a result of the inadequacy of, or a failure in,

internal processes, people and/or systems or from external events.

Operational risk exists in the natural course of business activity. The SBSA Group’'s operational risk
governance framework sets minimum standards for operational risk management adopted across the
SBSA Group. The purpose of operationa risk management is not to eliminate al risks, which is not
viable, but rather to enable management to weigh the payoff between risk and reward. The framework
ensures that adequate and consistent governance is in place, guiding management to avoid unacceptable

risks such as:
e breaking the law;
e damaging SBSA’sreputation;
e disrupting servicesto customers;
e  wilful conduct failures;

e inappropriate market conduct;

e  knowingly breaching regulatory requirements; and

e causing environmental damage.

SBSA'’s approach to managing operational risk is to adopt fit-for-purpose operational risk practices that
assist line management in understanding their residual risk and managing their risk profile within risk
appetite. The management of operational risk primarily residesin first line, supported by second line with
dedicated centres of excellence. The operational risk management function forms part of the second line

of defence and is an independent area, reporting to the Group chief risk officer.

Operational risk subtypes are managed and overseen by specialist functions. These subtypesinclude:

e cyberrisk;
e modé risk;
o taxrisk;

e legal risk;

e environmental and social risk;
e technology risk;

e information risk;
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e third-party risk;

e peoplerisk;

e businessdisruption risk;

e compliancerisk; and

e fraudrisk.
The primary management level governance committees overseeing operational risk are the ROC and the
Operational Risk Committee. The primary governance documents are the operational risk governance

standard and the operational risk governance framework. Operational risk subtypes report to various
governance committees and have various governance documents applicable to each risk subtype.
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THE BANKING SECTOR IN SOUTH AFRICA

The South African banking system iswell developed and effectively regulated, comprising a central bank,
several large, financially strong banks and investment institutions, and a number of smaller banks. Many
foreign banks and investment ingtitutions have also established operations in South Africa over the past
decade. The Government is a subscriber to the IMF and World Bank regulations and policies. South
African banks are regulated by the SARB. Recently South Africa has implemented the Basel Il
framework through amendments to the Regulations Relating to Banks which became effective on 1
January 2013. South Africa is a member of the International Liaison Group of the BCBS. The South
African banking regulator actively participates in international regulatory and supervisory standard-
setting forums at which it is represented and provides input into the continued refinement of the
supervisory framework in terms of Basel 111.

The National Payment System Act, 1998 was introduced to bring the South African financial settlement
system in line with international practice and systematic risk management procedures. The Payment
Association of South Africa, under the supervision of the SARB, has facilitated the introduction of
payment clearing house agreements. It has also introduced agreements pertaining to settlement, clearing
and netting agreements, and rules to create certainty and reduce systemic and other risks in inter-bank
settlement. These devel opments have brought South Africain line with international inter-bank settlement
practice. Electronic banking facilities are extensive, with a nationwide network of automatic teller
machines and internet banking being available.

Regulation

Financial regulation legislation in South Africa is increasingly following international best practice
through the accords of international bodies such as the Bank of International Settlements ("BIS"); the
International Organization of Securities Commissions; and the International Association of Insurance
Supervisors. Banks in South Africa are governed by various Acts and legislation, most significantly the
Banks Act, which is primarily based on similar legislation in the United Kingdom, Australia and Canada.

South African Government Policy Priorities

The Government issued a policy paper on 1 February 2013 titled "Implementing a twin peaks model of
financial regulation in South Africa”, which follows the original policy paper issued on 23 February
2011, "A Safer Financial Sector to Serve South Africa Better”. These documents enunciate Government's
strategic regulatory objectives. The documents identify four policy priorities to reform the financia
sector, namely: financial stability; consumer protection and market conduct; expanding access of financial
services through inclusion; and combating financial crime. Achieving these objectives will evidently
necessitate a change in the South African regulatory landscape from both a structural and a policy
perspective including the introduction of a "twin-peaks" approach to financial sector regulation in terms
of which macro prudential regulation will be mandated separately from market conduct and consumer
protection regulation.

The introduction of a "twin-peaks' approach to financial sector regulation is primarily aimed at the
enhancement of systemic stability, improving market conduct regulation, sound micro- and macro
prudential regulation and the strengthening of the operational independence, governance and
accountability of regulators. The perimeters of regulation will continue to be expanded to cover all
sources of systemic risk, the regulation of all private pools of capital (for example, hedge funds and over-
the-counter derivatives, in respect of which draft regulations were published in the first half of 2015) and
unregulated financial activities such as the functioning of credit rating agencies (now regulated by the
Credit Rating Services Act, 2012).

To pave the way for the phasing-in of the "twin peaks' model, the South African Parliament enacted the
Financial Services Laws General Amendment Act 2013 (the "Amendment Act"). The Amendment Act
took effect for the most part on 28 February 2014, with only particular provisions singled out for
commencement at a later date. The Amendment Act contains a raft of amendments to eleven key pieces
of financial sector legislation, and seeks to ensure that South Africa continues to have a sound and better-
regulated financial services industry which promotes financial stability by strengthening the financial
sector regulatory framework, enhancing the supervisory powers of the regulators and enhancing the
powers of the Government to address potential risks to the financial system even during the transition to
the twin peaks system. The memorandum published together with the Amendment Act makes it clear that
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the Amendment Act did not cover the more fundamental reforms envisaged in the shift towards a twin
peaks model of financial regulation, but rather addressed the more urgent legidative gaps and the removal
of inconsistenciesin current legidation.

The FSR Act, which was signed into law on 21 August 2017 and which commenced (with the exception
of a couple of transitional periods) on 1 April 2018, is the first in a series of bills that will give effect to
the Government’'s decision to implement the "twin-peaks’ model of financial regulation (discussed
above) with aview to ensuring that the sector is safer and more effective.

The FSR Act reflects the Government's undertaking to eliminate lending mal practices, protect customers
and reduce systemic risk through increased market conduct regulation. The FSR Act established two
financial sector regulators, namely the FSCA, which regulates market conduct with a purview over the
full range of financial services related matters (such as the regulation of bank charges) and the PA which
is responsible for the oversight of the safety and soundness of banks, insurers and financial
conglomerates. The FSCA is mandated to protect customers of financial services, improve the way in
which financial service providers conduct their business, ensure that the integrity and efficiency of the
financial marketsis maintained, and promote effective financial consumer education.

The objective of the PA is to promote and enhance the safety and soundness of financial institutions that
provide financial products, market infrastructures and payment systems to protect financial customers,
including depositors, against the risk that those financial institutions may fail to meet their obligations.

The current legidative framework that underpins market conduct and consumer protection includes the
following legidlation: Financial Advisory and Intermediary Services Act, 2002, the Consumer Protection
Act, 2008, the National Credit Amendment Act, 2014 as well as a comprehensive set of principles
relating to Treating Customers Fairly as released by the National Treasury in the form of a discussion
paper in December 2014.

The Government seeks to ensure financial stability through macro prudential regulation in line with
international standards and measures including: improving the quality of capital; reducing pro-cyclicality;
setting leverage and liquidity ratios; and issuing compensation guidelines. It further requires swift
regulatory action to prevent contagion and proposes a more intense, intrusive and effective form of
regulation. Government has commenced with the process of implementing regulations that will eventually
be expanded to cover all sources of systemic risk including the regulation of all private pools of capital. In
this regard, the Minister of Finance signed into law the Financial Markets Act Regulations (the "FMA
Regulations") on 9 February 2018. The FMA Regulations provide the framework for regulation of over-
the-counter derivative transactions in South Africa and the FSCA conduct standards, published in
connection with the FMA Regulations, set out the reporting requirements and code of conduct for over-
the-counter derivative providers. The mandatory clearing and margining requirements for over-the-
counter derivative providers are still to be finalised by the FSCA.

Anti-money laundering regulations

The Government has identified the combating of financial crime as a policy priority. As a result thereof,
South Africa has a well-established anti-money laundering (“AML") / Combating the Financing of
Terrorism ("CFT") legidative framework which includes but is not limited to the FICA and the
Protection of Constitutional Democracy Against Terrorist and Related Activities Act, 2004. The Mutual
Evaluation Report issued by the Financial Action Task Force, (an inter-governmental AML policy-
making and standards setting body) in 2009 confirmed that South Africa has demonstrated a strong
commitment to implementing AML/CFT systems facilitated by close cooperation and coordination
amongst a variety of government departments and agencies. The Mutual Evaluation Report also stated
that the South African authorities have sought to construct a system which uses, as its reference, the
relevant United Nations Security Council Conventions and the international standards as set out by the
Financial Action Task Force, and that the South African government also recognises the importance of
being able to effectively respond to international instruments such as sanctions resol utions.

The PA dtrives to maintain an effective compliance framework and operational capacity to supervise
compliance by banks with AML/CFT sandards. The PA (previously the Banking Supervision
Department) regularly conducts FICA compliance inspections of the accountable institutions that it
supervises, and the scope of these visits would include the assessment of compliance with FICA guidance
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notes, directives and circulars. The SARB is empowered to conduct these inspections and perform other
supervisory duties by virtue of section 45 of FICA.

Flowing from these responsibilities, in April 2013, the SARB conducted AML/CFT inspections to assess
whether all of the major banks in the South African market had adopted appropriate measures to ensure
compliance with the requirements of FICA.

As a result, thereof, the SARB imposed administrative sanctions and directives to implement remedial
action on a number of banks, including SBSA. The sanction imposed on SBSA relates to the failure by
SBSA to ensure that appropriate measures were in place to comply fully with the provisions of FICA.

SBSA took immediate remedial action to address the issues identified by the SARB and initiated a
programme to address the SARB findings. The required action plans are closely monitored and progress
is tracked and reported to the SARB on a regular basis. The remedia programme is scheduled for
completion at the end of 2015 in accordance with the directive received from the SARB. The SARB has
not expressed any dissatisfaction with SBSA’s remedial action plans.

The SARB noted in its press release that the “administrative sanctions are not an indication that the banks
in question have in any way facilitated transactions involving money laundering and the financing of
terrorism”.

SBG is committed to and supports global efforts to combat money laundering and terrorist financing.
Consequently, SBG has established and adopted policies and procedures to assist it to comply with
money laundering and terrorist financing control requirements in each jurisdiction in which it operates
and to ensure the recognition, investigation and reporting of suspicious activity to the relevant authorities.
SBG aso continues to take measures to effect enhancements to its processes in order to address global
AML/CFT risks.

SARB

SARB isresponsible for bank regulation and supervision in South Africa with the purpose of achieving a
sound, efficient banking system in the interest of the depositors of banks and the economy as a whole.
The SARB holds various international memberships including the G-20, the IMF, the BIS and the
Committee of Central Bank Governors in the Southern African Development Community. The SARB
serves on various BIS committees including the BCBS and the Committee on Payments and Settlement
Systems. The SARB performs its function of bank regulation and supervision through the PA, which
issues banking licences to institutions and monitors their activities under the applicable legislation. The
PA has extensive regulatory and supervisory powers. Every bank is obliged to furnish certain prescribed
returns to the PA in order to enable the banking regulator to monitor compliance with the formal,
prudential and other requirements imposed on banks in terms of, inter alia, the Banks Act and the
Regulations Relating to Banks. Such regulations may be, and are, amended from time to time in order to
provide for amendments and additions to the prescribed returns, and the frequency of submission thereof.
The PA acts with relative autonomy in executing its duties, but has to report annually to the Minister of
Finance, who in turn has to table this report in Parliament.

In terms of the Banks Act, the PA, among other things, supervises banking groups on a consolidated basis
from the bank controlling company downwards. In this regard, controlling companies of banks are
required to submit, on a quarterly basis, a consolidated supervision return which includes information on
all of the entities within that banking group that potentially constitute a material or significant risk to that
banking group. The return covers issues such as group capital adequacy, group concentration risk, intra-
group exposures and group currency risk. Moreover, a bank controlling company is also required to
furnish the regulator, on a quarterly basis, with bank consolidated and group consolidated information
which includes a detailed balance sheet, an off-balance sheet activities return and an income statement.

A banking group is required to satisfy the regulator's requirements in respect of the adequacy and
effectiveness of its management systems for monitoring and controlling risks, including those in its
offshore operations, and the integrity of its accounting records and systems. Banking groups are required
to comply with the provisions of the Banks Act as well as with all financial and prudential requirements,
including minimum capital and liquidity requirements, which are actively monitored by the banking
regulator. In addition, banking groups have to satisfy the banking regulator's requirements pertaining to
issues such as overall financial soundness worldwide, including the quality of its loan assets and the
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adequacy of its provisioning policy. As part of its supervisory process, the banking regulator undertakes
on-site and off-site examinations. The banking supervisor seeks to apply the Core Principles for Effective
Banking Supervision asissued by the BCBS.

The Issuer, as a banking group, is supportive of the SARB's objectives and endorses improvements in risk
management and governance practices as an active participant in the new regulatory landscape. The same
approach is also applied in respect of the Issuer's cooperation with other regulatory authorities and much
effort and resources are dedicated in a cost efficient manner in order to reap maximum benefits emanating
from the implementation of best practice and the resultant enablement of its global business activities.

Currently the banking industry works within a three tiered framework:
@ the Banks Act (effecting changes to the Banks Act requires Parliamentary approval);

(o) the Regulations Relating to Banks (changes to the Regulations Relating to Banks require the
approval of the South African Minister of Finance); and

(© Banks Act circulars, directives and guidance notes.

@) Circulars may be issued by the PA to furnish banks with guidelines regarding the
application and interpretation of the provisions of the Banks Act;

(i) Guidance notes may be issued by the PA in respect of market practices or market and
industry developments; and

(iii) Directives may be issued by the PA, after consultation with the affected parties, to
prescribe certain processes or procedures to be followed by banks with regard to certain
processes or procedures necessary in the administration of the Banks Act. It is obligatory
for banks to comply with its prescriptions.

The Banks Act and Regulations Relating to Banks, circulars, directives and guidance notes issued by the
PA set out the framework governing the formal relationship between South African banks and the PA.
Pursuant to this legislation, SBSA and representatives of the PA meet at regular bilateral meetings
(between SBSA's Board of Directors and the PA), annual trilateral meetings (between SBSA's Board of
Directors, the PA and SBSA's auditors) and prudential meetings (which usually include meetings with
risk management executives and the heads of each of SBSA's business divisions). SBSA also engages in
frequent on-site reviews with the PA’s supervisory team which cover a range of topics including an
assessment of SBSA's performance against its peer group.

The prudential regulation and supervision of banks furthermore assists the SARB in its pursuit of
financial system stability. Similar to other central banks, the SARB is placing increased emphasis on
macro-prudential aspects of financial stability.

In response to fundamental weaknesses in international financial markets, revealed by the recent global
financial crisis, alarge volume of new regulatory and supervisory standards and requirements were issued
by international standard-setting bodies such as the BCBS. The incorporation of the changes and
enhancements into the domestic regulatory framework requires an ongoing review of South African
banking legislation and regulatory requirements in order to ensure the appropriate alignment of the
regulatory framework with international standards. In thisregard, both the Banks Act and the Regulations
Relating to Banks are amended from time to time. As an example, the implementation of Basel 111 (which
commenced on 1 January 2013 and will continue up to the end of 2018 in line with the timelines
determined by the BCBS), necessitated, and will require certain further, amendments to the legal
framework for the regulation and supervision of banksin South Africa.

SBSA views its relationship with the PA as being of the utmost importance and it is committed to
fostering sound banking principles for the industry as a whole. In this regard, SBSA is a member of the
Banking Association of South Africa, whose role is to establish and maintain the best possible platform
on which banking groups can conduct competitive, profitable and responsible banking.
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Current Environment

As at 31 December 2018, there were 18 registered banks, 4 mutual banks, 4 co-operative banks, 15 local
branches of foreign banks and 30 representative offices of foreign banks in South Africa (Source: SARB
website). In addition, as at 31 December 2018, the South African banking sector had total assets of
ZARS.5 trillion according to statistics published by the SARB (Source: BA900, December 2018) . The
five largest banks by assets (Source: BA900, 31 December 2017) were Absa Bank Limited, FirstRand
Bank Limited, Investec Bank Limited, Nedbank Limited and The Standard Bank of South Africa Limited.
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EXCHANGE CONTROL

The information below is not intended as legal advice and it does not purport to describe all of the
considerations that may be relevant to a prospective purchaser of Notes. Prospective purchasers of Notes
who are non-South African residents or emigrants from the Common Monetary Area (defined below) are
urged to seek further professional advice in regard to the purchase of Notes.

Exchange controls restrict the export of capital from South Africa, Namibia and the Kingdoms of
Swaziland and Lesotho (collectively the "Common Monetary Area'). These exchange controls are
administered by the FSD and regulate transactions involving South African residents. The purpose of
exchange controls is to mitigate the decline of foreign capital reserves in South Africa. SBSA and SBG
expect that South African exchange controls will continue to operate for the foreseeable future. The
Government has, however, committed itself to gradually relaxing exchange controls and significant
relaxation has occurred in recent years. It is the stated objective of the South African authorities to
achieve equality of treatment between South African residents and non-South African residentsin relation
to inflows and outflows of capital. This gradual approach towards the abolition of exchange controls
adopted by the South African government is designed to allow the economy to adjust more smoothly to
the removal of controls that have been in place for a considerable period of time.

As at the date of this Prospectus, the prior written approval of the FSD isrequired for the issuance
of each Tranche of Notesissued under the Programme. SBSA and/or SBG will, if applicable at that
time, obtain the prior written approval of the FSD for the issuance of each Tranche of the Notes
under the Programme. The Final Terms applicable to each Tranche of Notes issued under the
Programme will, if applicable at that time, be required to contain a statement that the requisite
FSD approval has been abtained for that issuance.

In addition, no South African residents and/or their offshore subsidiaries may subscribe for or purchase
any Note or beneficially hold or own any Note other than in strict compliance with the South African
exchange control regulationsin effect from time to time.
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TAXATION

The following is a general description of certain tax considerations relating to the Notes. It does not
purport to be a complete analysis of all tax considerations relating to the Notes, whether in that country
or elsewhere. Prospective purchasers of Notes should consult their own tax advisers as to which
countries tax laws could be relevant to acquiring, holding and disposing of Notes and receiving
payments of interest, principal and/or other amounts under the Notes and the consequences of such
actions under the tax laws of those countries. This summary is based upon the law as in effect on the date
of this Base Prospectus and is subject to any change in law that may take effect after such date. It relates
only to the position of Notehol ders who are the absolute beneficial owners of the Notes.

Withholding Tax

Under current taxation law in South Africa, all payments made under the Notes to South African tax-
resident Noteholders will be made free of withholding or deduction for or on account of any taxes, duties,
assessments or governmental charges in South Africa. A withholding tax on South African sourced
interest (see the section headed "Income Tax" below) paid to or for the benefit of a "foreign person”
(being any person that is not a South African tax-resident) applies at a rate of 15 per cent. of the amount
of interest in terms of section 50A-50H of the Income Tax Act, No 58 of 1962 (the "Income Tax Act").
The withholding tax could be reduced by the application of relevant double taxation treaties. The
legislation exempts, inter alia, from the withholding tax on interest any amount of interest paid by a bank
as defined in the Banks Act, to a foreign person. It is envisaged that this exemption would apply to the
interest payments made to foreign Noteholders where SBSA is the Issuer of the Notes. The withholding
tax legislation also provides an exemption for interest paid to aforeign person in respect of any debt listed
on a "recognised exchange" as defined in paragraph 1 of the eighth schedule of the Income Tax Act. The
Market of the London Stock Exchange would qualify as such an exchange, and therefore, subject to any
legislative changes, the interest paid on the Notes listed on the London Stock Exchange will be exempt
from interest withholding tax under the Income Tax Act. A foreign person will also be exempt from the
withholding tax on interest if:

@ that foreign person is a natural person who was physically present in South Africa for a period
exceeding 183 days in aggregate during the twel ve-month period preceding the date on which the
interest is paid; or

(o) the debt claim in respect of which that interest is paid is effectively connected with a permanent
establishment of that foreign person in South Africa, if that foreign person is registered as a
taxpayer in South Africa.

Foreign persons are subject to norma South African income tax on interest sourced in South Africa
unless exempted under Section 10(1)(h) of the Income Tax Act (see the section headed "Income Tax"
below).

Securities Transfer Tax ("STT")

No STT is payable on the issue or transfer of Notes (bonds) under the Securities Transfer Tax Act, No. 25
of 2007, because they do not congtitute securities (as defined) for the purposes of that Act.

Value-Added Tax (" VAT")

No VAT ispayable on the issue or transfer of Notes. Notes (bonds) constitute "debt securities' as defined
in section 2