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Anglo Full Year Results
Headlines

Profits
Income increased by 12% to €1,972m, reflecting flat net interest margins and a growing loan portfolio

Net lending margin stable at 2.43%

Cost income ratio declined from 22% to 17%, reflecting €65m reduction in overheads (costs down 16%)
“Core” pre-tax profit, before impairments and fair value movements, up 29% to €1,771m
Total provisioning charge of €879m, up from €149m in prior year

€500m collective vs €31m in 2007 (71bp of average customer lending)
€224m specific (32bp of average loan book vs 9bp in 2007); €112m of this charge relates to Ireland and €101m relates to the UK
€155m investment securities (€44m SIVs, €84m US subprime, €27m Icelandic banks)

Reported profit before tax of €784m, down 37%
ROE of 16%

Capital and funding
Core equity ratio of 6.7%, adding back collective provisions, vs 5.6% at 30 September 2008. Excluding collective provisions, core equity ratio was 
5.9%
Tier 1 ratio of 8.4% and total capital ratio of 12.0%
Total funding of €89.2bn of which customer funding was €51.5bn, up €1.9bn (representing 58% of total funding)

Loan to deposit ratio of 140%

Loan portfolio and asset quality
€9.3bn net lending on the period, resulting in total portfolio of €73.2bn compared to €66.2bn at 30 September 2008

Growth in the second half of the year moderated to 5%
Impaired loans of €914m, or 1.3% of closing loan balances vs 0.4% at 30 September 2007
93% of the loan portfolio is rated as satisfactory or above
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Outlook
Capital and funding

Expect to generate significant capital and profits going forward

Profitability, combined with moderated RWA growth and high level of retentions, will improve the core equity ratio to between 7.5% 
and 8.5% over the next 3 years (excluding any benefit from moving to Basel II IRB basis)

The Board will consider all opportunities to accelerate achievement of these targets

Intend to strengthen loan to deposit ratio of 140% to approximately 100% over next 36 months

Dividends

The Board is not proposing a final dividend for the current year

Looking forward, the Board will continue to augment its capital base and will consider future dividends in the light of this and wider 
economic developments

Asset quality and lending

Expect total annual specific and collective impairment provisions in the range of 0.8% - 1.2% of the bank’s lending book over the next 
3 years

– Expect the majority of these losses will arise in the development lending book, in relation to a) residential assets in secondary 
locations and/or where the customer may not have the financial strength to carry the asset through the downturn and b) 
commercial developments that do not have contracted pre-lets or where the borrower has insufficient cash flow to meet obligations 
if buildings remain unoccupied

Focus on prudent lending growth
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Asset Quality and Lending

93% of the total loan book is rated satisfactory or above
Of the balance, 1.3% is impaired

Loan book €bn 30th Sep 08 30th Sep 07 Growth (%)

Ireland
Investment & business banking 31.6
Residential development 5.9
Commercial development 5.3
Total 42.8 37.0 15.7%

UK
Investment & business banking 16.7
Residential development 2.5
Commercial development 1.9
Total 21.1 19.4 8.8%

US
Investment lending 8
Development lending 1.3
Total 9.3 7.5 24.0%

Total loan book 73.2 63.9 14.6%
Of which development 16.9

Loan Portfolio Provisions
Balance Sheet Provisions €m 30th Sep 08 30th Sep 07
Specific impairment provisions 272 141
Collective impairment provisions 642 154
Total 914 295
As % of gross loan portfolio 1.3% 0.4%

Impaired loans 957 335
As % of gross loan portfolio 1.3% 0.5%
Provision coverage (%) 95.5% 88.1%

P&L Provisions €m 30th Sep 08 30th Sep 07
Specific impairment provisions 224 51
Collective impairment provisions 500 31
Investment securities 155 67
Total 879 149

Specific provisions/average loans 0.32% 0.09%
Collective provisions/average loans 0.72%

Specific provisions by geography
Ireland 112 0.28%
UK 101 0.50%
US 11 0.13%
Total 224 0.32%
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Funding
Customer deposits

€1.9bn increase in customer deposits to €51.5bn
Comprises €19.2bn retail

– 90,000 new retail customers placed deposits during the year
– Allowed balances to remain flat during the period

€32.3bn non-retail
– Made up of over 11,000 commercial and not for profit depositors
– Faced intense competition; key objective is to extend duration and quality of this book

Customer deposits will continue to represent largest component of total funding  into the future
Cost of funding has increased reflecting sustained competition

Market funding
Wholesale funding of €37.7bn at 30 September 2008, up €7.1bn
Raised €2.5bn term funding through bilateral loans, private placements and term repurchase agreements, mainly with bank 
counterparties
Continued to issue Commercial Paper in shorter term markets
Created €9.2bn of internally generated collateral and liquid assets over the past year through conversion of lending assets into covered 
bonds and asset backed securities

Government guarantee
Expect to incur 20 – 25% of the cost of the guarantee, reflecting relative size in the Irish market
Issued €1.5bn of senior unsecured debt under the scheme on 2 December
Maturities of €4.9bn in 2009
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Performance vs Broker Expectations: Per ML Research

P&L, €m Actual Expected Actual/expected
2008A ML 2008e 2008

Net interest income 1,888 1,888 0%
Net F&C 132 204 (35%)
Dealing profits (124) 36 (446%)
Other 76 (97) (178%)
Non-interest income 84 143 (41%)
Operating income 1,972 2,030 (3%)
Expenses (328) (387) (15%)
Pre-impairment profit 1,644 1,643 0%
Impairment (879) (211) 318%
Post-impairment profit 765 1,433 (47%)
JV (1) 3 (140%)
Exceptional 20 20 -
PBT 784 1,455 (46%)
Tax (120) (275) (56%)
PAT 664 1,180 (44%)

Underlying EPS 88 151 (42%)

NPLs 957 397 141%
Core tier 1 5.90% 5.84%
Shareholders funds 4,125                 5,073                 (19%)
Impairment charge - specific 0.32% 0.18%
Impairment charge - general 0.71% -
Loan stock 72,151               73,058               (1%)
Net lending 9,251                 10,224               (10%)
Lending margins 2.42% 2.39%

Analyst Comments
Results were worse than expected - Anglo's first ever miss
Specific impairment charge of 31bps was twice what the 
company was guiding for
A general provision charge of €500mn or 71bps was taken as 
well. While this was not explicitly guided for, the press had 
flagged it in recent days
The 2009 impairment guidance has been downgraded from 
70bps to between 80bps - 120bps
As customer deposits of €51.5bn came in weaker than the 
€60bn expected, assume the bank suffered deposit migration 
prior to the announcement of the government guarantee 
The dividend is scrapped as expected 
Non-interest income is weaker than expected due to one-offs in 
relation to Iceland (€27mn), Lehman (€4mn), on synthetic ABS 
(€16mn) and on assets indirectly linked to US sub-prime 
mortgages (€84mn)  
On +ve side the Core tier 1 ratio of 5.9% was in-line with MLe, 
though this is at the bottom end of the European universe. 
Continue to struggle to see how Anglo has achieved this Core 
Tier 1 level, when earnings are much weaker than expected 
The lending margin appears to be stable, despite higher 
funding costs 
Appreciate the more realistic outlook tone and the better than 
expected cost control but overall it still looks bleak
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Disclaimers

 Merrill Lynch prohibits (a) employees from, directly or indirectly, offering a favorable research rating or specific price target, 
or offering to change such rating or price target, as consideration or inducement for the receipt of business or for 
compensation, and (b) Research Analysts from being compensated for involvement in investment banking transactions except 
to the extent that such participation is intended to benefit investor clients.

 This proposal is confidential, for your private use only, and may not be shared with others (other than your advisors) without 
Merrill Lynch's written permission, except that you (and each of your employees, representatives or other agents) may 
disclose to any and all persons, without limitation of any kind, the tax treatment and tax structure of the proposal and all 
materials of any kind (including opinions or other tax analyses) that are provided to you relating to such tax treatment and tax
structure.  For purposes of the preceding sentence, tax refers to U.S. federal and state tax.  This proposal is for discussion 
purposes only.  Merrill Lynch is not an expert on, and does not render opinions regarding, legal, accounting, regulatory or tax 
matters.  You should consult with your advisors concerning these matters before undertaking the proposed transaction.
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