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Banco Santander, S.A. ("Santander") cautions that this presentation contains forward-looking statements. These forward-looking 

statements are found in various places throughout this presentation and include, without limitation, statements concerning our future 

business development and economic performance. While these forward-looking statements represent our judgment and future 

expectations concerning the development of our business, a number of risks, uncertainties and other important factors could cause 

actual developments and results to differ materially from our expectations. These factors include, but are not limited to: (1) general 

market, macro-economic, governmental and regulatory trends; (2) movements in local and international securities markets, currency 

exchange rates and interest rates; (3) competitive pressures; (4) technological developments; and (5) changes in the financial 

position or credit worthiness of our customers, obligors and counterparties. The risk factors that we have indicated in our past and 

future filings and reports, including those with the Securities and Exchange Commission of the United States of America (the “SEC”) 

could adversely affect our business and financial performance. Other unknown or unpredictable factors could cause actual results to 

differ materially from those in the forward-looking statements.  

Forward-looking statements speak only as of the date on which they are made and are based on the knowledge, information 

available and views taken on the date on which they are made; such knowledge, information and views may change at any time. 

Santander does not undertake any obligation to update or revise any forward-looking statement, whether as a result of new 

information, future events or otherwise. 

The information contained in this presentation is subject to, and must be read in conjunction with, all other publicly available 

information, including, where relevant any fuller disclosure document published by Santander. Any person at any time acquiring 

securities must do so only on the basis of such person's own judgment as to the merits or the suitability of the securities for its 

purpose and only on such information as is contained in such public information having taken all such professional or other advice 

as it considers necessary or appropriate in the circumstances and not in reliance on the information contained in the presentation.  In 

making this presentation available, Santander gives no advice and makes no recommendation to buy, sell or otherwise deal in 

shares in Santander or in any other securities or investments whatsoever.  

Neither this presentation nor any of the information contained therein constitutes an offer to sell or the solicitation of an offer to buy 

any securities. No offering of securities shall be made in the United States except pursuant to registration under the U.S. Securities 

Act of 1933, as amended, or an exemption therefrom. Nothing contained in this presentation is intended to constitute an invitation or 

inducement to engage in investment activity for the purposes of the prohibition on financial promotion in the U.K. Financial Services 

and Markets Act 2000.  

Note: Statements as to historical performance or financial accretion are not intended to mean that future performance, share price or 

future earnings (including earnings per share) for any period will necessarily match or exceed those of any prior year. Nothing in this 

presentation should be construed as a profit forecast.  
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The current banking environment: 
ROEs to remain under pressure… 

Banking in emerging markets is a different story 

FUNDING COSTS 

 REGULATION 

Impact on the real 
economy 
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… but not all banks will be impacted in the same way 

Traditional commercial banking models and diversified 

banks with emerging market presence… 

… will be less affected, and can defend their profitability 

EUROPEAN BANKS- PRICE / TANGIBLE BOOK 

1) …risky business models,  

2) …structural liquidity carry trades,  

3) …low RWA conversion  

4) …capital markets driven 

business models. 

Regulatory / market changes 
mostly affect banks with… 
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Our goal:  

to deliver profitable 

growth, applying… 

 Credit & Market Risk 

 Liquidity 

 Interest rate 

 Capital 

1. Balance Sheet discipline 

Pricing policies  

Cost structures 

2. P&L discipline:  

...consistent with our return targets 
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CREDIT / MARKET 0 

LIQUIDITY 1 

INTEREST RATE / FX RISK 2 

CAPITAL 3 

Covered in the “Risk 

Management” presentation 

Balance Sheet management: 
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LIQUIDITY 1 

Subsidiary model (each subsidiary is independent 

in terms of capital and liquidity)… 

…with diversified funding sources geographically, 

currency, instruments, etc… 

1.1 

No liquidity carry trades, long term assets funded 

by long term liabilities 

Our structural view on liquidity management: 

1.2 
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Subsidiary model with diversified funding sources 

Group wide access to wholesale markets on a stand-alone 

basis; own ratings and programs in each subsidiary 

Market diversification: ½ GBP area; ¼ EUR area; ¼ USD area 

M/LT Issuance- 2010 M/LT Issuance- 2011 YTD 

UK 

23 Bn 

San 

16 Bn BAN 

3 Bn 
POR  

1 Bn 

USA 

2,9  Bn 

Mexico 

0,3 Bn 

Brazil 

0,6 Bn 

Chile 

1,6 Bn 

GER 

2 Bn USA 

3  Bn 

Mexico 

1 Bn 

Brazil 

7 Bn 

Chile 

0,5 Bn 

San 

11 Bn 
BAN 

2 Bn 

UK 

25 Bn 
SCF EU 

2 Bn 

1.1 



11 

No liquidity carry trade 

Key aspects 

Good structural liquidity position: stable funding 

larger than permanent assets, giving a structural 

liquidity surplus of EUR 137 Bn: 

Low reliance on short term funding 

Financial assets: trading and AFS; highly liquid 

Loans            724 Bn 

Depos+MLT Funds+Equity    861 Bn 

137 Bn = Fin assets - ST Funds 

1.2 

LOANS 

724 Bn 

FINANCIAL 
ASSETS  
178 Bn 

DEPOSITS 

624 Bn 

M/LT 

WHOLESALE 

FUNDING 

173 Bn 

EQUITY+OTHER 32 Bn 

ST FUNDING 29 Bn 

Santander Group 

 (JUN 2011) 

Securitisation bonds 
sold 44 Bn 
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The commercial Gap significantly 
reduced: deleveraging in mature 
economies 

M/LT funding: Maturities well 
spread over time 

Group Commercial GAP (loans – deposits) 

2008-2011 
€ Bn. 

M/LT Group maturity profile 
€ Bn. 

€ Bn. Dec’08 - Jun’11 

-109Bn 
Avg. maturity =  

4 years 

M
a
tu

re
 

M
a
rk

e
t 

Deleverage 

E
m

e
rg

in
g

 

M
a
rk

e
ts

 

Self 

financing 

growth 

2008 2009 2010 jun-11

209 
175 

108 100 

Loans Deposits

+52 

+164 

Loans Deposits

+50 +48 H2'2011 2012 2013 2014 2015 2016 >2016

9 

31 32 32 

18 17 

34 



These dynamics have led to an improvement 
of the liquidity structure 

€ Bn 
Dec’08 - Jun’11 

Plus… 

We have over EUR 100 Bn of 

assets eligible for discount in 

central banks 

This liquidity generation allowed us to 

finance value-adding corporate strategies 

such as debt buy backs and business 

purchases 

Liquidity structure 

improvement = reduction 

in ST funding/increase in 

Financial assets 
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Users Providers

102
212

106

124

12

MLT 
Maturities 

Loans 
increase 

Deposits 
increase 

New MLT 
issues 

Debt buy-
backs+other 

116 



Parent Company MLT funding: 

maturity profile 
€ Bn 

Parent company-Balance Sheet 
Jun’11 

Parent company balance sheet: balance sheet funded with  
deposits and MLT funding (structural negative carry trade)… 

Low reliance on short term 
funding 

Expected balance sheet 
deleveraging covers 2/3 of 
maturities 
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LOANS 

165 Bn 

NET OTHER 

29 Bn 

FINANCIAL 

ASSETS 

39 Bn 

DEPOSITS 

145 Bn 

M/LT 

FUNDING 

76 Bn 

ST FUNDING 12 Bn 

Short term
programs

12 Bn 

ECP 
8bn 

USCP/CDs: 
4bn 

2H'11 2012 2013 2014 2015 >2015

6 

15 16 16 

8 

15 

Avg. residual maturity = 4.4 years 



Assets Liabilities

Banesto & Portugal 
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Banesto-Balance Sheet 
Jun’11 

Assets Liabilities

LOANS 

72 Bn 

FINANCIAL 
ASSETS: 16 Bn 

DEPOSITS 

54 Bn 

M/LT 

FUNDING 

29 Bn 

ST FUNDING 3 Bn 

Portugal-Balance Sheet 
Jun’11 

LOANS 

30 Bn 

DEPOSITS 

22 Bn 

M/LT 
FUNDING 

8 Bn 

ECB 3 Bn 

• Low reliance in short term markets  

• Wholesale funding maturities: €1.5 bn 
(4Q'11) €5.1 bn ('12), €5.0 bn ('13), €4.2 
bn ('14) 

• Reduction in commercial gap is expected 
to cover 2/3 of maturities 

• No concentration in wholesale debt 
maturities in next years: €1.5bn (’12), 
€1.2bn (’13), €1.3bn (’14) 

•  €2,5bn from ECB 

•  Reduction in commercial gap is expected 
to cover 100% of maturities 

FINANCIAL 
ASSETS: 3 Bn 

NET OTHER 
A&L 2 Bn 



Santander Consumer 
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Assets Liabilities

SCF-Balance Sheet 
Aug’11 

LOANS 

75 Bn 

DEPOSITS 

34 Bn 

M/LT WHOLESALE 
FUNDING 

10 Bn 

SAN FUNDING 7 Bn 

• Increase in customer deposits (Germany and Poland, reinforced by SEB) 

• Active access to wholesale markets through securitisations and structured MLT funding  

• Progressive decrease in intragroup funding according to SAN model: expected to be 
self-funded by Dec’12 

SECURITISATION 

11 Bn 

Dec'09 Dec'10 Aug'11

22 
26 

34 

Dec'09 Dec'10 Aug'11

15 
9 7 

SCF's Deposits 
EUR bn 

SCF's intragroup funding 
EUR bn 

EQUITY & 

PROVISIONS 

13 Bn 

+46% 

-53% 
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INTEREST RATE / FX RISK 2 

FX risk:  

Hedging used to stabilise the Group’s core capital 

ratio and P&L (hedge excess capital, hedge next 

year profits) 

Our structural view on interest rate / FX risk management: 

Interest rate risk:  

In markets with floating rate lending portfolios, 

ALM mitigates customer-related interest rate risk 

(e.g., hedging low-cost deposits) 
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ALM portfolios used to reduce structural interest 
rate risk 

Low risk 

Brazil positioned to 

benefit from lower 

rates 

Low risk 

Positive impact over 

the medium term, as 

rates normalise 

Currency 

IR sensitivity 

 (+100 bp parallel shift) 

EUR 

+140 EUR Euro area 

+180 GBP 
Santander 
UK 

+54 USD Sovereign 

-118 BRL Brazil 

-13 CLP Chile 

+41 MXP Mexico 
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AFS portfolios- low risk portfolio; used to manage 
structural interest rate risk… 

EURO ZONE 

OF WHICH-SPAIN 
ALM portfolio 

Insurance companies 

T-bills 

24.2 
18.4 

2.7 

3.1 

OF WHICH-REST 
Portugal 

Italy 

Greece 

Rest 

2.4 
1.4 

0.3 

0.2 

0.5 

26.6 

REST OF THE WORLD 

Poland 
Brazil 

Mexico 
Chile 
USA 

Uruguay 
Colombia 

Rest 

2.9 
19.3 
2.9 
3.7 
2.0 
0.3 
0.4 
0.8 

32.3 

Exposure Sovereign debt 58.9 

EUR Bn 
Total AFS portfolio (31/08): EUR 87 Bn 

Mark-to-market on available for sale 

securities: EUR -1.2 Bn (Aug’11) 

(No held-to-maturity securities) 

24 

2 

32 

4 
2 

5 

10 

7 US ALM portfolio 

Fixed income 
Brazil 

Equity stakes 

Public debt - 

rest of the World 

Rest of  
Euro Zone 

Public Debt 

Spanish 

Public Debt 

Other / Insurance 

Mutual funds 
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CAPITAL MANAGEMENT 3 

The industry is adapting to the new environment 

(adjusting their business models to capital limits) 

Businesses like ours are less impacted: 
Balance sheet focused on customer-related business (vs 

pure financial business)  

High RWA conversion (one of the highest in the sector)– 

conservative risk/capital models  

Ring-fenced subsidiaries 

Low risk 

Focused on retail and commercial banking 
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Our capital target: 9-10% CT1 

We think that a 9-10% core Tier 1 is more than adequate for our 

balance sheet: low risk profile; high diversification 

Minimum June 2011
(BIS II)

Medium term
target (BIS III)

9-10% 9.2% 7% 

2.5% 

“Conservation 

buffer” 

4.5% 

Minimum 
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Our capital target: 9-10% CT1 

CT1 H1 2011
(BIS II)

Internal capital
generation H1

2011-2013

RBS
integration

BIS III impact CT1 2013
(BIS III)

ca. 

9.5% 

ca. 

150 bp 
9.2% 

ca. 

-40 bp 

ca. 

-80 bp 
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We are not just focused on size / market share… 

… but on achieving an attractive ROE 

24 

Our P&L discipline is ROE-driven … 

Regulation (capital / liquidity rules) 

Market conditions (cost of liquidity) 

Cost of credit 

Growth perspectives 

Risk discipline 

Cost discipline 

In mature markets, we are 

adapting our: 

In emerging markets, we 

focus on: 

…to deliver profitable growth 

… to the new environment: 

Pricing policies and … 

Cost structures … 
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In Mature Markets, we are 

reviewing our cost structures in 

all businesses against ROE 

benchmarks 

Business that do not create 

value in the new environment 

can be restructured 

In Emerging Markets, we 

are focused on delivering positive 

“jaws” in an high nominal growth 

environment 

Pricing policies 
The Santander (Spain) example: 

Interest rates - new production 

Cost structures 
Ongoing process 

Mortgages 

2.53 3.43 

3.03 
4.68 

dec-08 dec-09 dec-10 jun-11

Sector Santander

Business 

banking 

loans 3.69 
4.57 

3.35 

.5.13 

dec-08 dec-09 dec-10 jun-11

Cost of 

deposits 
1.50 1.69 

0.90 1.15 

dec-08 dec-09 dec-10 jun-11



Attributable profit- H1 2011 
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Main trends by unit: very different trends in a dual World 

Spain 

Portugal 

Santander 
Consumer Brazil 

LatAm 
ex-Brazil 

UK 

Poland BZ 
WBK, 2% 

Brazil, 25% 

Latam  ex-
Brazil, 19% 

Sovereign, 5% 

UK, 17% 

SCF, 12% 

Global 
Europe, 6% 

Portugal, 2% 

SAN 
Network+ 

Banesto, 12% 

BZ WBK 
(Poland) 

Sovereign 
(USA) 
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Expected free capital 
generation of our period  

2012-2015:  ca. EUR 6-8 Bn 

In a 3-5 year period, the 
economy will return to a normal 

growth rate.  Net profit to 
recover in 2013-2014 

Starting point (2011): 

Underlying net profit already 

improving 

Starting point  (2011-2012): 

Focus on balance sheet strength 

Medium term (2012-2014): 

Net profit to improve in 2012, aiming 

to recover foregone profits by 2014 

Medium term (2013-2014): 

gradual profit normalization 

Spain: 

Inflection point 

Portugal: 

period of adjustment 
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We expect Santander UK’s net 
profit to resume its growth path 

in 2013. ROTE >16% 2014 

Mid-single digit net profit 
growth over the next 2-3 years 

Starting point  (2011): 

Absorbing regulatory costs 

Starting point  (2011): 
Strong performance: Provision 

normalization + favourable interest 
rate environment 

Medium term (2012-2013): 

Growth to resume 

Medium term (2012-2013): 

Focus on profitability 

UK: 
Growth to resume after 

absorbing regulatory costs 

Santander Consumer: 
Focus on returns: ROA / ROE 
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Mid- to high- single digit profit 
growth 

EUR 480 m target by 2013 

Starting point (2011): 

On track to reach announced profit 

target (USD 750m) 

Starting point  (2011): 

Growing in an attractive market 

Medium term (2012-2013): 

Gaining profitable market share in 

segments in which we are 

underweight 

Medium term (2012-2013): 

Growth acceleration, leveraging 

Group strengths 

Sovereign: 
Gaining profitable market share 

BZ WBK (Poland): 

Structural growth 
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We expect net profit growth of 
approx.15% in 2012  

and 2013 

We expect a mid-double digit 
net profit growth over the next 

2-3 years 

Starting point (2011): 

Focused on completing the 

integration 

Starting point  (2011): 

Strong profit growth 

Medium term (2012-2013): 

Commercial growth to remain strong 

Medium term (2012-2013): 

Good momentum to continue 

Brazil: 
an important engine of growth 

LatAm ex-Brazil: 
taking advantage of its potential 

growth 



 ROTE 16-18%*;  

 ROE 12-14%*;  
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Key 

financial 

targets  

The profit normalisation expected to start in H2'2012-2013 

Low interest rates 

High provisions 

High cost of funding 

Regulation 

Our profitability is currently 

depressed: 

Despite that, we are being able 

to sustain attractive ROE levels: 

ca. 10% in 2011 and 2012 

Higher interest rates (ca. 200-300 

bp above current levels) 

Normalised economic growth  

(ca. 2% in mature markets; 3-4% 

in emerging markets), leading to 

lower provisions (mainly in Spain) 

Over the M-T, we expect our 

profitability to normalise: 

Still below 

“fully 

normalised” 

levels 

* With 9-10% CT1 
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Credit / market risk 

Interest rate risk 

FX risk 

High capital ratios for our risk profile 

We are running a low risk, solid balance sheet 

Key messages 

Extremely low interest rates 

Cyclically high provisions (e.g., Spain) 

Liquidity costs (wholesale + commercial)… including “liquidity buffers” 

Our P&L is cyclically depressed in the current environment… 

though still we have a ROE above 10% 

Over the medium term (starting in H2 2012-2013), we would expect our 

profitability to progressively normalize.  

ROE target: EUR 12-14% ... 

…with additional upside once full normalisation is completed 
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