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About Standard Chartered

Consumer Banking

Helps meet the evolving financial needs
of Private, Small and Medium-sized
Enterpnises (SMEs), Priority, Preferred
and Personal hanking customers across
our franchise Our customer-focused
and service approach enables our

staff to offer sclutions from an
inncvative range of products and
services to bulld stronger relationships
with our customer's

Operating Income

$6,079m

2009 $5528m | 2008 $595An

Total assets

$126bn

2008 Siodbn | 2008 $86bn

Unless anolber curtency 1s speciied 1he wordd dollar w
symbol % mn this document means US dollar and the word
cent of symbol 'e means one hundredlh of one US doll o

Wiikun tus document the Hong Kong Spect il Adomursteative
Region of the Pecple s Reprbilic of China s re fetterd o w3
Hung Kong The Repubilic of Kotta s reteiresd to as Kotoa
of South Korer Middle East aned Other South Astd (MESA)
ncudes Bangladesh Bahran Joidan Palasian Qalar

242 Glossary

246 Major awards 2010

250 Indox
Wholesale Banking The Group
Helps corporate and institutional clients We are headquartered in London and
facilitate trade and finance across the have operated for over 150 years in
world's fastest-growing markets, some of the world's most dynamic
leveraging our solutions and a delivery markets, leading the way in Asia, Africa
footprint spanning our network We are and the Midd!e East
at the heart of International trade flows,
offering the knowledge of a local bank Our income anhd profit streams are highly
with the capatlities of an internaticnal diversified with 15 of our markets now
financial institution delivering over $100 milion 1 profit

Operating income
Profit before taxation by region

$9 9 ? 9 m % of $0000m) 2010 36 122rm | 2009 $5,151m
?

2000 $4290n | 2008 §7489m

Total assets

$389bn

24 $33ibn | 2008 $346bn

St | ankda ard UAE ardd Other Asta Paotc ncludes Brune
Ching indonesia Mdaysia Mauntnis ihe Philippines
Lawan T hail el aned Viglnam

Standdard Chartered PLC 18 headauartered in London where
118 rogulated by 1he UK s Finare 1al Services Authorty The
Giroup s hoad ofioe piovides guidance on governance aned
tegul dory standaids Standard Charteed PLC stork code
(2888

www standardchar tered com Slandardd Charlored Annual Report 2010 01




Chairman’s statement
Poised for further growth

“2010 was another year of great performance
We have demonstrated we have the nght
strategy, the nght culture and the nght
geographical footprint to deliver consistent
and sustained value for our shareholders”

Normalised earmings per share

197.0cents

2009 173 2onrds!

Dwidend per share

09.15cents

200% 63 Glcenis'

* Bestatedd 55 explained n note 47 Lo the inancial statements

04 Standard Chantered Annual Reparl 2080
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I am delighted to report that 2010

was the eighth consecutive year of
record income and profits Against an
uncertain global recovery and despite
the return of competition In many
markets, Standard Chartered continued
to perform strongly Our performance
in 2010 ance again demonstrates our
ability to deliver substantial, sustaned
value for cur shargholders

* Income Increased & per cent to
$16 1 hillion

* Profit before taxation rose 19 per cent
to $6 12 biflton

= Normalised earnings per share were
up 14 per cent to 197 0 cents

The Board 1s recommending a final dvidend
of 46 65 cents per share, making a total
annual dividend, on a post rights 1ssue
basis, of 68 15 cents per share, up 9 per cent
For the many shareholders who participated
in our nghts 1ssue last Cetaber, the total
dividend received 1s up 15 per cent on the
2009 dwvidend payment

We are proud of our long track record n
creating shareholder value Over recent
years, we have simultaneously Increased
our Income, earnings per share, capital ratio
and total dividends paid out

Qur investors helped us raise over $5 billion
in our October rights 1ssue Earlier in 2010
we successfully isted our Indian Depasitory
Receipts on the Bombay and National stock
exchanges in India | would ke to thank

our investers for therr continued support
throughout the year, and for the confidence
they have shown in our future This has
given us excellent balance sheet strength
as a foundation for further growth

Standard Chartered is positioned in some
of the fastest-growing markets of the world,
and has the strong capital base, guidity
and customer relationships required to
make the most of this opportunity
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Cherrnan s slalement

Total shareholder return
Percentage change over five-year period

We have broad based, diversified sources
of ncome growth n both Consumer and
Wholesale Banking, and are committed
to investing for long-term growth in both
businesses Mostimportantly, we have a
cohaswe, global culture with a consistent
strategy tocused on the basics of banking

Duning recent times, this distinctive culture
has emerged as a key differentiator
between us and other banks Here ior
good, our brand promise, powerfully
captures who we are and what makes

us differant

Our performance in 2010 reflacts the
continued success of our business model
Once agan, we have demonstrated our
determination o stand by our customers
and clients, using our capital and iquidity
strength to support them in good times
and bad Our total lending to customers
and chents increased by nearly $45 billion,
over 22 per cent We continued to lend
more to key sectors of the economy across
Asia, Afnica and the Middte East, including
home owners and small and medium-sized
enterprises (SMEs) Cur martgage lending
increased by 23 per cent to $71 billon, with
SME lending at nearly $18 bilion, up 32 per
cent on 2009

While we continue to see a wealth of growth
cppartunities for Standard Chartered,

we also see challenges, chief among

them regulatory nsk Inconsistent global
regulatory reform remains a concern We
continue to seek more global co-ordination
on regulatory changes

At Standard Chartered we reward our staff
for performance, not falure Given our
strong performance in 2010, the Board
belleves that annual performance awards
to those employees who have performed
well 1s appropnate Against a proft increase
of 19 per cent and a 9 per cent nsen
headcount, cur bonus pocl costs have
Increased maodestly on the 2009 levels

We remain satisfied that our remuneration
policies encourage long-term performance,
rather than short-term risk taking We wilt

continue to mest the significantly enhanced
remuneration codes of the Financial
Services Authonty and the Financial
Stability Board, while ensuring that cur
rewards remain competitive

Strong management and governance are
key components of our business model
This year, we strengthened our Board by
appointing three non-executive directors

Dr Han Seung-Sooc, KBE, former Prime
Minister of the Repuhblic of Korea, Richard
Delbridge, who draws on extensive financial
expenence from a broad banking career,
and Simon Lowth, currently executive
director and chief financial officer of
AstraZeneca PLC Our Asia CEQ, Jaspal
Bindra, who has wide-ranging international
expenence, was appointed to the Board as
Group Executive Director

In the last two years, following an extensive
review, we have changed ocur board
committee structure to remforce the
nighast standards of governance These
changes take mto account the governance
trends ansing from the Walker and the UK
Financial Reporting Counci reviews In
2010, we created separate Audit and Risk
Committees to emphasise our focus on
sk managenient We alsc established a
Governance Committee and enhanced the
remit of the Brand and Values Committee

In surnmary, 2010 was another year of great
performance We have demonstrated we
have the right strategy, the nght culture and
the nght geographical footpnnt to deliver
consistent and sustained value for our
shareholders We enter 2011 in excellent
shape and with strong growth momentum

John Peace
Chairman
2 March 2011

www standaridchartered com Stanfant Chartered Annual Report 2010
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Group Chief Executive’s review
Consistent and long-term growth

“| have no doubt that the clanty and consistency
of our strategy, our discipline in sticking to it, and
unwavering commitment to our distinctive
culture and values have been crucial to our
continued success ”

06  Standaret Chattesed Annual Repott 2010 www slandardchdl tefed com

These results represent our eighth
consecutive year of record income and
profits This is not a bounce-back, or
recovery story, but one of consistent
delivery and of diverse and sustained
growth Twenty-three of our markets
now deliver over $100 million of income,
15 over 5100 nmullion in profit We are well
placed in the world’s most attractive
markets, winming market share, growing
income and profits, and creating value
for our shareholders

A consistent strategy

Much of what dnves the Standard
Chartered story remains canstant Qur
strategy remains unchanged, and our
aspiration remains the same - we want to
be the world's best international bank,
leacng the way In Asia, Africa and the
Middle East We are putting even greater
focus on our clients and customers, on
buillding deep and long-standing
relationships, on improving the guality of
our service and soluticns We continue to
be obhsessed with the basics of banking —
halancing the pursuit of growth with
disciplined management of costs and nsks,
keeping a firm grip on lquidity and capital
We're continuing to focus on culfture and
values, on the way we work together across
multiple geographies, products and
segments, combining deep local
knowledge with global capability These
fundamentals underscore everything the
Bank does, and everything we as a bank
stand for

| have no doubt that the clanty and
consistency of our strategy, our discipling in
sticking to it, and unwavering commitment
to our distinctive culture and values have
been crucial to our continued success But
it woukd be a mistake to think this means
we haven't changed Standard Chartered
today 1s very different from the organisation
| jlomed in early 2002 We entered that year
having made a Iittle over $1 billion i pre-tax
profits the year before, with a share-price of
GBP6 92, and some 28,000 staff We were
constantly under threat of takeover
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Group Chigt Exectiive s roview

Here for good

Here for good ilusb ales the Bank s commitment to being 4 positive force n s markets | underlinos our distinctive
approach te nternational barnking and ciealing a strong platiorm for continued growth

Fast-forward to 2010, and we have two
individual markets, India and Hong Kong,
delivering a simrdar amount of profit to the
entire Group In 2001 We have over 85,000
staff, and our shareholders have seen a
Total Shareholder Return of over 230 per
cent from the end of 2001, untl the end of
last year

Here for good

While our story remains consistent, the
Group continued 1o evelve rapidly dunng
2010 One of the most visible changes In
2010 was the launch of Here for good, our
brand promise, which captures the essence
of who we are We are a bank that sticks by
its chents and customers, through good
times and bad, a bark that always tries to
do the right thing We are committed to
having a positive impact on the broader
economy and on the communities in which
we hve and wark Here for good resonates
with staff, clients and customers and cther
stakeholders because It's true, because It's
simple and because it’s powerful itsa
henchmark that pecple will hald us te, but
that s the point

One example of meeting our aim of
delvering for our shareholders, while
making a positive Impact on the broader
ecconomy and society, 1s in how the Bank
has supported our customers in times of
stress We continued to increase our
lending to small and medium-sized
enterprises (SMEs) throughout the crisis

ny 14 per cent in 2009, and by 32 per cent,
or just over 34 bilion in 2010 Mortgage
lending also rose by 23 per cent tast year In
fact, the Group has increased total lending
to chients and customers by over $9C billion
since the start of the cnisis In mid-2007, an
ncrease of 60 per cent

Teo give you a sense of how we're changing
the Bank, without altering the
fundamentals, 1 want to talk a bit about
what we've been doing in some of our key
markets, and what we see ahead

The outlook for our markets

Most of our markets across Asia, Africa and
the Middle East have quickly returned to a
trajectory of strong economic growth The
rebalancing of the global economy towards
Asia continues apace Last year, emerging
markets accounted for one-third of glebal
GDP, but twe-thirds of the world's growth
Indeed, we see a fundamentally different
world emerging by 2030, as we discussed
n our research piece The Super-Cycle
Report’ published at the end of last year
By 2030, we envisage that the world’s five
largest economies will be those of China,
the US, India, Brazil and Indonesia While
the US and the West wiil see improved GDP
growth, 1t will hover around 2 5 per cent
over the longer term Contrast this with
India, at almost 10 per cent and China at

7 per cent We anticipate the majonty of our
markets growing at between & and 8 per
cent over this peried But it1s also the
nature of the growth across Asia that 1s
changing Asian countries economic
growth 1s iIncreasingly being dnven by
domestic demand, as well as trading with
each cther, rather than the tradional
relance on exporting to meet the demands
of consumers In the West Intra-Asia trade
and investment flows are growing quickly

- from just over 10 per cent of world trade
in 2000, to just under 20 per cent last year
- and with a projected share of over a third
of all glebal trade by 2030 This growth 1s
underpinned by Asian policymakers’
determined approach towards
implementing free trade agreements,
reducing tanffs and dismanting other
regulatory barners

This 15 not to say that there are no
chatlenges facing our markets There
are clearly some difficult 1ssues facing
policymakers, particularly as surplus
liquidhity floods into the region, driving
asset price inflation But while there may
be bumps along the way, these will not
derail the long-term growth picture

U bHpAwww slandardartered vom/media cenlied/ess
teleases/201¥documents/20101115/ The_Super cyde_
R ot t podt

www standardcharlered com

For further information
you can visit
www starkfarddchal ter ol com

Incha

India became our largest market by
profits last year for the first time, a great
achievenment Before we acquired the
Gnindlays business in 2000, our profits In
India were $45 millon With Grindlays, the
total was $110 millon By investing to drive
organic growth we have increased protits to
$1 2 billion in 2010, a compounded annual
growth rate of 27 per cent Last year
income In India was over 32 billion for the
first tme, up 12 per cent on 2009

We can't expect India to continue {o grow
atl quite the pace It has in recent years,
given the sheer scale of the business, but it
will stll be one of the Group's big growth
engines We are continuing to invest in naw
product capabilities, such as eguities, new
segments, such as private banking and
expanded infrastructure, such as our
express banking centres

The launch of our Indian Depository
Receipts, or IDR, In Mumbal was the first
listing by an international company in Incha
and a powerful statement of our
commutrment to India It also proved a very
effective way to bulld the brand, brand
awareness among our target segments
sharply increased dunng 2010

Looking forward, the Indian economy
continues to grow at pace, and we continue
1o see huge oppertunities  Extending our
distribution reach beyond our current total
of 94 branches 1s a key prionty, particularly
for Consumer Banking

Greater China

Whilst mainland China, Hong Kong and
Tarwan are very different as marksts, gwven
distinct regulatory systems and very
different competitive dynamics, the links
between these economies are developing
extraordinarily rapwdly and this 1s having a
profound impact on trade and capital flows
In response we are positioning to ensure we
don’t just seize the opportunities the

Stannd g Chatured Arnwal Reporl 2010 07




Group Chiel Executive s 1eview

“Listing the first-ever Indian Depository
Receipts in India was a bold, strategic move
that helped reinforce our market visibility,
enhance our brand perception and boost
further growth in our businesses We are also
pleased to be contnbutng in a small way to
the ongoing development of India’s financial
markets and Mumbai's development as a
global financial centre”

08  Standard Chartered Annual Reporl 2010 www slandardechar leted com

ndividual markets present, but grasp

the Greater China opportunity, helping
companies and individuals across the
region to trade and invest, to find partners
and do deals

One fact lllustrates the pace of these
developments Direct flights between

the mantand and laiwan commenced

in July 2008 and today there are nearly
400 direct fights per week, and over a
million Tawanese are estimated to now
live In China In 2010, cross-Straits trade
increased nearly 40 per cent to more than
$140 billion

The Greater China dynamic 1s alse having

a powerfut )mpact on Hong Kong Far from
being a mature slow growth economy,
Hong Kong continues to offer signuficant
growth apportunities as it develops its role
as China's international financial centre
Take for example what's happening with the
internationalisation of the renmimbi (RMB)
In 2009, some $530 millon of China's trade
was settled in RMB, in 2010, this was over
$75 billon Much of this activity is centred
m Hong Kong

Settling trade transactions in RMB 1s
generating offshore RMB deposits, which
grew five times in Hong Kong duning 2010,
to around CNY315 hithon, or $48 bilion, and
this In turn 1s enabling the creation of an
offshore HMB bond market — the so-called
‘dim sum’ market, which in turn s tueling
HMB foreign exchange trading volumes

We anticipated these developments, and
have been investing in the nfrastructure
and capabilities to support them We were
the first bank to faciltate a domestic RMB
trade settlement, the first to launch a RMB
denominated bond for a foreign corporate
and the first to offer retall RMB structured
products Our RMB deposits In Hong Kong
grew ten-fold n 2010

RMB internationalisation is just one example
of how China 1s impacting Hong Kong
Every aspect of the business, Including
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Group Cheef Execulive s review

Consumer Banking, I1s feeling the effects

of Ching’s transformation The performance
of the Hong Kang business accelerated In
the second halt of 2010, with iIncome up

13 per cent on the first halt and a record
fourth quarter

Stngapore

Singapore I1s ancther market that 1s
sometimes seen as mature, but where
we see significant growth epportunities,
as 1t successfully bullds its role as an
international financial centre With a
business-friendly environment, great
infrastructure, a strong regulatory
framework and an efficient tax regme,
Singapore 1s an attractive place to do
business We run our Consumer and
Wholesale Banking businessas from
Singapore, and many of our key functions,
such as technology and operations are
centred there This January we opened our
new office in the Marina Bay Financial
Centre development, and were the first
company to move in The buiding
accommaodates around 4,500 people and
houses a trading floor with 720 positions
across 85,000 square feet — which we
beleve is the largest trading floor in Asia

Singapore I1s also the main hub of our
Private Banking business From its
inception in 2008, and with the benefit of
the American Express Bank acquisiiion in
2008, Private Banking now has $46 billion
of assets under management, up 31 pert
cent on 2009 From a standing start less
than five years ago, we re already the
sixth-largest private bank in Asia

Singapore Is also good example of a market
where the Group has engaged In select
capability acquisitions te boost producst
capabiity Last year we acquired a small
factoring business to support cur SME
chents, and earlier this year we acquired an
auto-financing pertioho to enhance our
product offerng for custcmers

Just next door to Singapore 15 a market
whose potential is often underestimated
- Indonesia

Indonessa

Indenesia s the largest economy in
South East Asia, the fourth-largest
population in the world, a country rich

in resources, underpinned by a stable
pehtical environment, good hscal policy
and a strong currency We regard
Indonesia as one of the fast-growth

'7 per cent club countries over the naxt
20 years and likely to hecome the
fifth-largest global economy by 2030 K
15 & country undergoing profound change,
with political reform opening the country
up to Invasiment

We are In a strong position to take
advantage of Indonesia's potential, both
through our own business, and via our

45 per cent stake In Permata Bank
Standard Chartered in Indonesia has

26 branches, Permata has 280 With
different strengths, and distinct target
segments, these complemeantary franchises
enable us to seize the multiple growth
opportunities Indonesia contnbuted just
under $200 million to Group pre-tax profits
in 2010 and we believe our Indonesian
business has significant potential ior
further growth over the madium term

Afnica

We have a strong franchise 1n sub-Saharan
Alfrica, across 14 countries While it's
always difficult to talk about these diverse
cultures and countries In one breath, It's
clear that Africa 1s playing a stronger role in
the global economy, driven In part by
increasing global demand for commodities
This will benefit many paris of Africa, and
underpins the explosive growth In Africa-
Asia trade and investment

We added to our franchise last year, by
openng In Angola, now Africa s third-
largest economy, based on its all exports
We have achieved strong double-digit
Income growth across most of our African
markets tn Migena, our largest business in
Africa, where we have 26 branches, we
achieved over $200 million of iIncome for
the first tme

www standardcharteicd comn

It is regions ke Africa that demonstrate the
ability of uruversal banks such as Standard
Chartered to be socally useful — not as a
one-aff or chantable activity, but on an
ongoing commarcial basis, doing what
we do best driving trade and investment,
creating jobs and financing infrastructure
For us, it 1s all about finding where we can
contribute to the wider economy, whilst
also making money for cur shareholders
Ghana offers a goed example We play a
key role In financing exports and
supporting large-scale infrastructure
projects, such as the development of the
Jubilea ollfields We support SMEs and
local corporates as they grow and trade
We were the first bank in the country to
offer clients commadity, interest rate and
currency hedging In helping our clients
manage the nsks of investment and trace
In an increasingly volatle global economy,
these dervative products have real
economic and soclal valuo

Africa s a region with many challenges, as
the current difficutties in Cote d'Ivoire
lustrate, but 1t s also a region full of
promise and positive change

Middle East and South Asia

Cur business m the Middle East more than
doubled profits in 2010, largely due to the
sharp improvement in loan imparment In
the UAE, our biggest business in the Middle
East, we are seeing the beneiits ol a
gradually mproving economy and some
good progress in tackling overleverage in
the property market

Whilst some parts of the region are facing
significant political and economic
chaflenges, we reman convinced that these
markets offer significant opportunities for
growth and are investing in both businesses
to realise this potential

Standard Charleted Annad RBeport 2010 08
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Technology and Innovation

Banking technology Is also evolving rapdly,
and we are making full use of new
innovations to change the way we run the
business, drive cost efficiencies and
Improve our service We have
fundamentally transformed the
infrastructure of the Bank over the last few
years, giving us far greater scalability and
resiience and providing a much stronger
platform for innovation

By standardising platforms, re-engineenng
processes and hubbing activity intoc our
principal shared service centres in Chenna,
Kuala Lumpur, and Tanin, we have been
able to drive down technology and
operating running costs as a percentage of
mcome from just over 12 per cent six years
ago, to less than 8 per cent today, even
during a period of substantial volume
growth We are continuously reducing unit
transactien costs and have markedly
reduced service failures, down by 70 per
cent In three years Cur objective here 15

to refentlessly improve efficiency, so that
we have more headroom for investment,
while simultaneously enhancing control
and resilience

Technology also creates opportunities for
us to be much more innovative In how we
interact with our customers and chents In
Singapore and Malaysia, we launched
Breeze, an innovative IPhone banking app
that enables customers 1o pay bills, transter
money, and find AlMs In an intuitive and
easy way Were also very much at the
torefront ot developing mobile banking
services, particularty in Africa, where
mobiles are used to transfer cash, purchase
goods, and pay utility bills

Banking 1s mirinsically digital and, hke
other digital industries, can be transformed
through technological innovation We ¢an
empower our chents and customers by
putting tocls and information into their
hands We can achieve radical
improvements In processing times and
costs This (s an increasingly important
part of our strategy, and an area in which
we Invested in 2010 to build our
capabilities further

10  Standmd Chartered Annual Report 2010

Challenges and prionties for 2011

As we look forward, it 1s essential that we
stay focused on our strategy and on the key
prorties for 2011 mantaning our track
record of delivery, sustaning the
momentum in Wholesale Banking, and
completing the transformation of Consumer
Banking We need to continue to deepen
our relationships with our customers and
clients, and ensure we continue our focus
on the basics of banking — lquidity, caprtal,
risk and cost chscipline 115 aiso vitally
importard that we continue to reinforce, and
differentiate, our brand

As a Board, we must focus on executing
these pronties, and on striking the night
balance between ensuring we keep
dehvenng in the near term whilst also
grasping the many growth oppoertunities
our markets offer This means we need to
manage our cost base very tightly,
pricribsing nvestment and delivering
continuous Impravemeants In productivity

The biggest external challenge we face 1s
regulation Whilst we are broadly supportive
of much of the regulatory reform agenda
the sheer scale of actual and potential
changes, when applied across all the
markets we cperate In, represents a very
considerable challenge and there 15 the real
nisk of unintended consequences Rather
than seeing Increasing global co-ordination
and consistency of regulation, we are
seeing increased fragmentation and
unilateral action For example, the UK's
recent announcement that the bank levy
will be iImplemented in full during 2011
means that the levy wili cost us around
$180 million post-tax this year

We also face chalienges in some markets
from poliucal turmail, most cbvicusly in the
Middle East and Africa Thus far, the
challenges here are mare about protecting
our staff and customers, rather than
primartly financial, given that our businesses
in the most afiected countries tend to be
rather small And while rapid poliical
change can be disruptive to business
activity In the short term, 1t can also

create opportunities

www standardeharlerad com

Perhaps more fundamentally, we remain
relatively cautious about the outlook for
the world economy this year Were
certainiy In a global recovery, butits a
very polansed recovery, and vulnerable
to shocks Our markets, and particularly
Asia, are growing strongly, and we're
very positve about the longer-term
outtook However, the West still faces a
deleveraging challenge There has been
Imited progress on tackling global
imbalances And the spectre of Inflation
15 very real, in Asia, and in the West
Asia 1s no longer dependent on the
West to drive economic growth, but
nesther s 1t decoupled Currencies,
capital flows and trade mean there are
powerful interdependencies

We're running the Bank confident that
we are In the night places in the world,
but far from complacent We're alert to
inflationary pressures n assets and
commaodities, always trying to anticipate
the unitended consequences of policies
and regulatory change

Finally, | should mention competition After
a couple of years in which many of our
competitors werae (in some disarray, we are
seeing more competition across our
markets, both from increasingly capable
local banks and from international banks
returning to the fray This has had an impact
N Margins In seme markets But overal)
we re still winning market share in many
markets, preducts and segments

In tact, the aspect of competition that
most concerns me Is the war for talent
There s iIntense competition for the best
people in many of our markets We need
to be competitive In the way we reward
and recognise people We need 1o be
able to provide them with opportunities
to grow and develop That s where our
values and culture are a powerful source
of competitive advantage, where Here for
good sets us apart
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Outlook

Delivering eight years of record ncome
and growth, sustaining our momentum
throughout the crisis, has taken a lot of
hard work, professicnalism and disciphne

| would ke to take this oppertunity to thank
all of our statf, for once again showing what
we can achieve as a team

| would also like to thank you, our
shareholders, tor your support We were
delighted by the way you backed us with
the nghts issue last October, with 98 5 per
cent taking up your rights Ve now have
capttal to absorb the new regulatory
requirements and to continue to grow at
pace Indeed, the strength of our capital
position, combined with the depth of our
iguidity and the diversity of our assets,
gives us a balance sheet that 1s a powerful
source of competitive advantage

We start 2011 strongly with the balance
sheet In excellent shape, with good
momentumn and with volume growth in both
businesses We have had a record January,
both In terms of Income and profit

In Wholesale Banking, cllent ncome
remains strong, ahead of last January and
in ine with the generat trend of client
Inceme contriputing around three-guarters
of total Inceme Our deal ptpelines remain
very good

In Consumer Banking, the balance sheet
has good velocity and we have invested for
growth We have seen continued steady
income pregress In the first month and start
2011 without the significant drag of habity
margin pressure

Our forward looking risk indicators remain
benign as the global economic environmeant
continues to Improve, albeit somewhat
unevenly However we are watchful of asset
and consumer price inflation and the policy

implications this may trigger Regulatory
change will continue o be the iggest
external risk fo our performance

So what can you expect from us in 20117

* Given the markets we operate In, and
the momentum of our businesses, we
helieve we can continue to deliver
double-digit growth in income in 2011
and beyond

s Excluding the impact of the UK bank levy,
for the Group in total we are managing
the business to bring income and cost
growth in ine for the full year in 2011

e Earnings and Return on Equity will reflect
the momentum of the businesses
However, there are two factors that will
impact these metrics in 2011 the full year
dilutive effect of the nghts 1ssue and the
UK bank levy

The Bank enters 2011 in great shape We
have a clear strategy, which we will stick to
We have an increasingly powerful brand
We have an exceptionally sirong balance
sheet Both our businesses have good
mementum and began the year well

Peter Sands
Group Chial | xaculive
2 March 2011

www slandardcharlered com
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Our organisation
A One Bank culture

Standard Chartered — Here for good

12

At Group level we

» set overall corporate strategy

s provide strong governance

* manage our financial performance
* manage our capital

* build the corporate brand

Consumer Banking

Our objective 1s to

Group

» provide friendly, fast and accurate service

» provide solutions to financial needs

» provide recognition and reward the overall banking

relationship

« become the bank that customers recommend to therr

friends, family and colleagues

For further detalls see page 26

® ensure we are true to our values
» continue our commitment to a sustainable business

» deliver to all our key stakeholders inclucing
governments, regulators, shareholders and communities

For further detaits see page 20

Wholesale Banking
Qur objective 1s to

« become the core bank to more of our chents,
deepening and broadening relationships in our
key markets

« build scale in our major local markets and increase
cross-border opportunities across our network

« mamntamn our strong balance sheet to support our
existing clients

For further detaills see page 32

Qur markets

Operating in growth markets with a focus on Asia,

Africa and the Middle East, we have

Siandan) Charteted Annudl Report 2010
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* deep local knowledge
+ a history of commitment
= strong local governance

* strong cross-border capabilifies

For turther details see page 18




Business review

Our approach

A strategy for sustainable performance

Qur strategic intent
To be the world’s best international bank

A healthy global economy needs international banks to
e faciltate trade across markets

* enable multinational clients to conduct comptex
business transactions

* service the needs of an increasingly international
consumer base

How we deliver our strategic pillars

Clear geographic focus on Asia, Africa and the
Middle East

We have an unequivocal focus on these fast growing
economies in which we have, or can achieve, a clear
competitive advantage supported by supenor insight and
deep local relationships

Scale positions In significant local markets

We believe iIn combining global capabilities with local
scale This 1s becoming an ever-stronger compettive
imperative n our markets We want to be considered
important to the banking system in our key geographies

One Bank with two strong businesses actively reinforcing
each other

We operate as One Bank with two major busimnesses,
Wholesale Banking and Consumer Banking, working
effectively together

Chent retationship, rather than a product dniven approach
We focus our capabilities around client needs, rather

than seeking a rapid return on preducts or buiiding
product silos

Supported by our ways of working

As One Bank, leveraging the synergies between our
businesses and geographies

www standardchartered comn

Qur brand promise
Here for good

Here for good represents our commitment to three
core pilars

» people — our long-standing relationships and focus on
customers and clients

* progress — the way we conduct ourselves

* long run — our footprint and heritage

Distinctive culture and values

Our unique culture and values are a source of significant
advantage They reassure ciients in a market where trust
and ethics have re-emerged as critical, underpmning our
One Bank approach, attracting talent to the Bank,

and strengthening our relationships with stakeholders,
such as regulators and governments

Conservative and disciplined on nsk, capital and liquidity

We regard balance sheet quality as a cornerstone of our
business model and strategy and are prepared to
sacrifice Income to achieve and protect this

Organic growth the pnmary driver for our strategy and
value creation

We believe that organic growth drives the greatest value
creation for our shareholders Where we cannot grow
organically, or cannot do so within a reasonable time
frame, we will explore acquisitions that reinforce our core
strategy

Whth an ongoing commitment to sustainable business
practices, upholding high standards of corporate
governance, social responsibility, environmental
protection and employee diversity

For further details see page 42
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Key performance indicators
Consistent delivery and sustained growth

To be the world's best
international bank

Normalised earnings per share”

197 Ocents

Aim To deliver cansisient year on year
growth In earnings per share
Analysis During 2010, normalised
earnings per share grew 14 per cent

Normabsed return
on shareholders’ equity

14.1%

Aim To deliver mid-teen returns

whilst balancing the long-term
objective of having strong yet

efficient levels of capital

Analysis The normalised return on
shareholders' equity was 14 1 per cent,
daown from 14 3 per cent, reflecting

the further strengthening of our

capital position

Standaid Chiarke red Annuat Bupon! 2010

Focusing on Asia, Afnca
and the Middle East

Operating income by region 2010

Amn To deliver diversified income growth
Analysis Qur Income stream s

highly diversified with five of our indmdual
markets delivening aver $1 billion of
ncome

www standaldehartored com

Building long-term, deep relationships
with our clients and customers

Wholesale Banking clients

Aim To grow the totat number of client
relationships that delwver revenues in excess of

$1 milion, 5 millien and $10 milhon

Analysis We have consistently grown the nurmber
of leading clients that generate revenues in excess
of $1 million per year, demonstrating aur strong
and consistent progress against our Wholesale
Banking strategy of becoming the core hark to
more clients

Consumer Banking
Net Promoter Score (NPS) Index

390

Aimn To increase customer satisfacton with cur
products and services and to become the bank that
customers recommend

Analysis Our global NPS s up 56 per cent to 39
Twelve of cur markets received NPS scores that
placed us as the best international bank, and In eight
of these markets we were placed as the best bank

Nel Pruoinoler Scoie and 'NPS ae I wlernatks of Satinetnx Sysleins
ine. Ban & C ompary an { Fred Reichbed
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Business review
Key perfoitnance indicators
Contmuing to run our balance Focusing on organic growth as the Continuing to nurture and
sheet conservatively primary dnver of value creation reinforce our distinctive culture
Tier 1 capital ratio Operating income Q'? Grand Mean
0,
14 0% $16,062m 421 outof 5
Aim To malntain a strong capital base, Aim To sustain organic momentum, with Aim To foster a culture of high
targeting a Tier 1 capital ratio In a range growing revenue employee engagement as we continue
of 7 to 8 per cent Analysis Operating Income grew by to grow and change
Analysis In 2010, our Tier 1 ratio was 6 per cent, or $878 million, compared Analysis Duning a year of increasing
14 O per cent, well above our stated with 2009, from diverse streams across competition for talent, our employee
target range This reflects a strong products and geographies engagement score, the Q% Grand Mean,
capital pasition, further strengthened in increased significantly to 4 21 on a scale
2010 by strong organic equity and a of 1to 5 where 5 1s ‘strongly agree or the
nghts issue This positions us well for highest score Additionally, our Q" staff
future changes in an uncertaim econaImic engagement ratio increased to 7 381
and regulatery environment and we
continue te consider it appropriate to
remain above our 1arget range
Further information
Normalised earnings per share Operating iIncome by regron tacommoend) and parcentage ot Qperating Income
This key porformance indiator (KPR Source s inferination s discusscrd detractos (lhose who are unlikely to Operaling ik ome s caleulated as the
15 caleuated as profit attnbutable to nnote 2 to the inanaial slalements recommand) It oporales on a scale sUn of fet intetast Incoina, et feas
ardinaty shareholders ol tho Group as fraan -100 (all detractors) to +100 arkd Lominission ncoime net trading
nommahsed for cortan opa off of Inegulae Wholesale Banking clients {all promaoters) nicome, ahc other opedating ncome
e, divided by 1he waighted avetage The metric charts ot proyress towards
of the shares in issue cting the yeat becorming the vole bank to more cenls NP3 18 tacognized 45 1he utimale Source This measuta isreporfedin the
by measuring the numbror of client measu ¢ o customal advocary acioss Group s aucited tinancial slateinents
Foltowing the nghts issua in > 010 idabonships whet e total global revantes many industry sectors including banking
histotis canengs per share amounts have e ead the ieshold ainount Thw bar By recoygnisitg tha postive nupact of Q'? Grand Mean
beenreslated as explamad i1 note A7 to charl displays sohd growth and the advacates 4nd the cnst of poor selvice The Q'2 Crand Mean s tha average ol
the Tinancsal slatements deepening of client relalionships year (ctracions deductad! rom advocates) all responsas by anployess o the
oI year It can provide a good indication of annual employea engagement suivey
Source This measurg 1s reported in {uture bisiness outcornes n lerms ecarned eut by The Gallup rgaresation
nole 14 of the (oo s auditedt hnancial Source Starxlarnd Chartered client ol markar qrowth a wall known survey of 12 highly
statements tevenues MNumnbers ol 2008 and 20049 raseatched nemns thal predict
have baen restaled based on the Single Source Market Probie Customer employee and wotrkgroug
Nermalised return on shareholders’ Custormer [dentimer inddic ator as al Sahsiaction Survay (20 1narkets on pettormance It replaces the Q ~statl
equity 31 Decembas 2010 averago cach yeal) e survey uses engage ment ralio as the KM for our
Notmatsed reluen on shateholdor s ¢ interviews complatod inthe s cond peopde and cultive This allyns wiity
equly Is caloutated as the notmahsel Consumer Banking halt ol 2010 the internal measuwe used by
piofil altiLutable to ordinary Net Promoter Score {NPS) Index leadership teams to lrack this alea
shareholders as a percentage of average  NPS gauges customet support jot the Tier 1 capital ratto of petlotnance
ordinary shaieholders ecpty Consuma Banking producds and her 1 capital, the components of which
services we jiovide Cuslomers are are sunmasised on page 8, 1 The (¥« stall ermjagement ratio
Source This measure 18 donved froln Ak d how hkely they wolkd be 1o measurac by the jalioot Tier 1 capital to 1dentitas the propattion of our staff
ntormation within the Group s aucted recotnmend us Lo ther fhends and rsk waghted assels wha tesponled positively to the
financial stalaments  beiny) nesinalisecd colleagues NPS s the difference sUrvey tems
earnings (note 11) as a poreritage of telweent the percentage of promoliss Source This measure 15 iepoi tedd in the:
avelage shareholders equily {excluding (those who ate teghly like Iy 1o Capital saction on paige 80 Source The Gallup Grgansation
pre ference shares) Q" | inployes | ngagament Survay
www standardcharbored com Starlard Charton d Anmnl Repert 20000 15




Business environment
A tale of two worlds

GDP growth in key markets

Real GDP growth rate in %

2010 20111 2010 20111
China 103 85 UAE 30 40
India * 85 81 Qatar 80 50
South Korea 61 40 Bahrain 30 40
Hong Kong - 65 50 Saudh Arabia 30 40
Tarwan 105 46 Pakistan * 41 25
Singapore 145 A6 Nigena 66 85
Inclonesia 51 65 South Africa 30 36
Malaysia 68 51 Ghana 65 123
Thaiand 79 44 Kenya 52 58
Vietnam 58 72 Tanzania 65 67
Bangladesh * 55 60 Uganda 64 88
us 29 29 Zambia 66 58
Euro area 18 17 Botswana 79 49
Japan 39 19 Wi s hacal year starts n Apnl while the liscal years

2010 was a year of recovery for the global
economy The recesston following the 2008
financial crisis came to an end after global
policy makers acted n concert to revive
thelr economies But the recovery was a
tale of two worlds a buoyant East, led by
Standard Chartered's markets m Asia,
Atnca and the Middle East, contrasting with
a more sluggish West The emerging
economies, which account for one-third of
global GDP, provided two-thirds of its
growth last year, taking the size of the world
econoimy back to pre-recession levels

Same of our largest markets were among
the world's fastest growing econormies

in 2010 China led the global recovery,
growing by 10 3 per cent in 2C10, and
was closely followed by India, which is
estimated to have grown by 8 & per cent

18 Standard Chan teted Annual Report 2010

af Barkjladesh and Pakistan stait in July

In North East Asia, South Korea expanded
6 1 per cent, Talwan grew by 10 5 per cent,
while Hong Kong grew by € 5 per cent

In South East Asia, Singapore s economy
surged 14 5 per cent, while Indonesia,
Malaysia, 1 haland, the Philppines and
Vietnam all expanded by more than

6 O per cent

In Ainca, some cf Standard Chartered's
largest markets — Nigeria, Ghana,
Botswana, Tanzania, Uganda and Zambia
— grew in excess of 6 0 per cent Inthe
Middle East, growth in the UAE, our largest
market, increased to 3 0 per cent

In conirast, growth was relatively feeble in
the developed world, with the US economy
growing 2 8 per cent and the euro-zone
expanding 18 per cent

www stanclardchariered com

Business environment in 2011

2011 15 likely to see a cantinuation of this
two-speed recovery, with many of Standard
Chartered's markets once again expected
to lead global growth After expanding

3 8 per cent in 2010, we see the world
ecanomy growing 3 5 per cent to a nommal
$65 1 trilion in 2011

The key Issues that are Ikely to determine
the strength of the recovery include the
ability of the private sector in the West to
dnve growth as governments tighten
budgets, as well as the reslience of the
emarging econcmies in the face of nsing
commodity pnces and as consumers and
governments In the West deleverage

A further drag will come from the penpheral
economies in Europe, some of which face
deep recessions




Business review

Busingss ermronment

2010 GDP growth'

10.3% 0.5%
8.5% 06.1%
s e

B.1% 14.5%

v Starx] ud Charters< Econamics Weekly
17 Febiuary 2011
indie S isc A year slarts on 1 Apnl

Asian Consumption

In Asia, domestic demand 1s driving growth
in maost of our markets as the employment
outlook remains streng and income and
asset prices trend upwards Although food
and commadity prices are on the nse and
autherities are taking measures to curb
rising asset prices, the combination of jobs,
wages and asset prices IS lIkely to be
positive for consumption across the region

China, Incha and Indonesia are all
examples of our markets that are heing
ncreasingly powared by domestic
demand Cur longer-term forecasts,
detalled in our Super-Cycle Report
published n November 2010, predict that
China will emerge as the world’s largest
economy by 2020 and india and Indonesta
will become the third- and fifth-largest
economies respectively by 2030 -

all driven by rising incomes, urbanisation, a
young population and large-scate spending
on infrastructure development

In the near term, we expect China to grow
in excess of 8 0 per gent in 2011 and 2012,
powered by government spending in the
carly years of the twelfth five-year plan

India, meanwhile, 1s likely to see
acceleration n growth in the coming
years, driven by private consumption and
infrastructure spending We expect India s
GDP to expand 81 per cent In the financial
year starting n Apnl 2011 Many of s
largest companies are likely to leverage

on local growth and ther strong domestic
base o expand internationally This is likely
to create further demand for value-added
financial services, such as capital-raising
and mergers and acquisitions advice,
which Standard Chartered offers in India

Middle East and Africa

in the Mididle East, economies are being
bucyed by hugh oil prices, easy monetary
policies tied to low US interest rates and
large spending on infrastructure amed at
diversifying away from cil-based industries
as governments seek to create more jobs
for their growing pepulations However,
Dubal, ke a number of economies in the
West, faces a long transition back to
sustanable growth as it deleverages
following its property boom Meanwhile,
polticat change N Egypt, Tunista and Libya
15 still evohving and the ultimate regional
impact has yet to be determined

In Afrnica, economies with better
fundamentals and mere prudent economic
management are expected {o outperform
Higher commodity prices will also help

But Africa 13 not Just a commedity story
Well-diversified economies, for instance
our markets in East Africa, are growing
strongly We expect more invesiment
inflows into Africa In corming years,
especially from China, given the continent’s
resource potential and the expectation

of high returns

Trade, infrastructure spending

Growing mitra-Asian trade and trade
between emerging markets — between Asia,
Afrnica, the Middie East and Latin America

- are becoming a key engine of growth

in Standard Chartered’s markets The
increased flows of goods, commaodities,
people, remittances, investments and
porticlio flows across these markets are
likely to continue

Infrastructure will also remain one of the

big themes in 2011 In particular, Asia,
Africa and the Middle East all have huge
nfrastructure needs over the next decade
Funding these projects, pnmarly through
unlocking domestic savings, 1S a challenge
and an opportunity for the financial services

wiww stancla dehartered com

sector There s an urgent need 1o deepen
and broaden capital markets for the region
to put its own financial resources to
productive use and to attract foreign capital
flows Standard Chartered 1s playing a
leading role in developing the financial
services sector In these markets

Inflatton and other risks

Inflation is emerging as a potential nisk in
many of our markets This is in contrast
to the West where, other than price
pressures driven by commaodities, many
economies face deflationary pressures
and most central banks are unlikely to
tighten monetary policy significantly in
the coming year

This will present big challenges for policy
makers N many of our markets External
price pressures caused by high commodity
prices can be countered by letting the
region s curtencies strengthen by altowing
greater flexibility China has already taken
measures to encourage the use of its
currency (CNY) in Hong Kong and Standard
Chartered 1s actively nvolved in this This

I1s iikely to gather pace in 2011, although
gradualism is hkely to stil dictate regional
currency policy and the pace of
appreciation s likely to be lmited

Some of our markets, manty in China,
Singapore and Hong Kong, are also facing
property price inflation, partly caused by a
surge n capital iInflows from the West Al
this suggests further monetary bghtening
and the use of other macro-prudential
measures and selective capital controls
across the region

Other nsks include a sharp slowtlown or
another debt crisis in the West, triggered
by higher all prices, a policy mistake
through premature tightening or regulatory
overkill, trade protectionism or by
geopolitical conflicts There may also be
further developments in the Middle East
and North Africa

Conclusion

While the near-term challenges should not
be ignored, the underlying message
remains positive The world economy I1s
growing 201115 likely to present some
roadblocks and prove that business cycles
doexist But they should be seen inthe
undertying context of the ongomng shift in
the balance of economic and financial
power from the West to our markets i the
East, driven by improving fundamentals,
pohiclas and increasing confidence
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Qur performance in our markets
Delivering strong broad-based growth

in dynamic markets

Our strategy

Focus on Asia, Africa and the Middle East These markets
offer growth and we know them intimately

Our performance

= Qur iIncome stream s highly diversified, with five of our
markets delivering over $1 billion in Income

« All geographies, with the exception of Amencas, UK and
Europe, delivered positive iIncome growth with Africa,
India and Other Asia Pacific delivering double-digit
income growth

« Wholesale Banking revenues in Singapore crossed
$1 bilhon for the first ime

* Two geographies now generate over $1 billion in profit,
and india became our most profitable market with profits
of 51 2 hillion

Qur markets

Key highlights

Operating QOperating

$milion arowth

%

Hong Kong 2,500 5
Singapore 1738 9
Korea 1,698 9
Other Asta Paciiic 3,165 10
India 2,028 12
Middle East and Other Scuth Asia 2167 4
Afnca 1246 14
Americas UK and Europe 1,520 (16)
Total 16,062 6
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Business review

Our performance i o markels

In 201G tor the first ima India bacame our largast
geography by profits

We are headquartered in London and
have operated for over 150 years n
some of the world’s most dynamic
markets, leading the way In Asia,
Afnca and the Middle East We

offer the knowledge of a local

bank with the capabilities of an
international institution

Our iIncome stream s highly diversified with
five of our Individual markets delivering over
$1 bilion of ncome

Hong Kong

With a network of 77 branches and 240
ATMs, Hong Kong continues to be one of
our largest geographtes m terms of
operating income and protits, which rose
4 per cent to $11 bilhon As Hong Kongis
our most iquid market, the low interest rate
environment in 201C has been challenging
Income streams continue to be diversified
across both businesses and income In the
second half was significantly higher than
the first half of 2010 Consumer Banking
experienced strong balance sheet growth
across multiple products and we gained
market share In mortgages and cards with
a strong recovery In Wealth Management
Whelesale Banking continued to build on
its strong clent base, with client income up
19 per cent Durning the year, we became
the first ever bank to launch a RMB
corporate bond for a foreign

multinational corporate in Hong Keng

Singapore

Singapore 1s the headguarters of our global
Wholesale Banking and Consumer Banking
businesses and has 8 per cent of our
headcount Duning the year, we continued
to invest in new property and opened the
largest trading floor in Asia in the Manna
Bay Financia! Centre 2010 saw record
income for Consumer Banking, supperted
by double-digit Increases In Income N a
number of products, In particular Wealth
Management Wholesale Banking revenues
crossed $1 billion for the first time, as it
continued to build on its people and
product capabilties and deepening
customer relationships

Korea

Korea houses one of our largest
distribution networks, with 418 branches
and 1,667 ATMs We continue to enhance
and reshape our distrkbution infrastructure
through a series of branch relocation and
refurbishments The margin environment
remained cifficult on both sides of the
balance sheet throughout the year
However, robust volume growth and
market share gains in a number of
products has seen materally higher
second-half profits and profits for the full
year, on a dollar basis, rose by 20 per cent
On a constant currency kasis, the increase
was 10 per cent

Other Asia Pacific

Our presence In this reglon spreads across
11 markets, including China, indonesia,
Malaysia and Taiwan Income i1s diversified
across both businesses, with all major
markets delivering pesitive Inccme
momentum in Censumer Banking Across
the region we continue to maintain a strong
distribution network, particularly in China
61 outlets and 124 ATMs) and Tawan (89
outlets and 412 ATMs) and in Indonesia
threugh our joint venture investment in
Permata Bank {over 270 branches)
Wholesale Banking revenues performed
well as we benefited from the gecpolitical
importance of the region and leveraged on
the manland China-Tawan trade flows,
with Tawan being a significant contrnibutor
to profits Duning 2010, we also established
a strategic partnership with Agricultural
Bank of China (ABG), underpinned by
becoming a cornerstone investor 10 its

PO, which enables both ABC and the
Group to leverage ther complementary
strengths across different markets

and businesses

India

incha, where we have had a presence for
over 150 years, had a very good year
Jjoining Hong Kong as the second market to
deliver over $2 billion of income India
became the largest indwvidual geography
by profits, generating $1 2 bilhon in 2010,
with both businesses showing strong
performance During the year, the Group
also became the first international company
to list on the Bombay and National stock

www standasdchalieted com

exchanges, raising over $500 million with
an issue of Indian Depository Receipts We
were also involved in a number of landmark
corporate finance deals duning the year,
which contnbuted to the strong income
growth In Wholesale Banking Across India,
we also have a distnbution network of 94
branches and 317 ATMs Between banking
operations and Scope, our shared service
centre in Chennal, accounts for over a
quarter of our headcount

MESA

Although the UAE remains our largest
market within this region, Oman and
Bangladesh in particular have seen strong
income growth over the year, as Wholesale
Banking volumes increased reflecting more
competitive pricing Within this region,
Islamic Banking continues to be an area of
significant focus with revenues up strongly
across both businesses, with Consumer
Banking following a ‘Saddig First’ strategy
and Wholesale Banking delivering a
number of significant corporate finance
sukuk transactons All markets benefited
from the improved economic outlook and
de-nsking of the Consumer Banking
portfolios, with koan mpairment reduced
significantly across both businesses

Africa

The Group 1s present In 14 sub-Saharan
markets and Is a highly respected, well
established household name, with
deep-rooted local knowledge and
experience Durnng the year, we acquired
the African custody business from Barclays
Bank PLC, which enables us to now offer
custody products across all of our footpnnt
countries Although Nigena continues 1o be
our largest market 1n the region, the strong
growth in income and profits has been
spread over a number of key markets,
including Kenya, Ghana and Zambia Both
businesses across the region delivered
double-digit profit growth

Amencas, UK and Europe

The Group 1s headquartered in London in
close proximity to our lead regulator, the
Financial Services Authonty This region
continues to be strategically important for
the Group, both from a corpeorate
governance and business generation
perspective Wholesale Banking activities
dominate this region, which onginates
cross-horder business with clients into our
broad international network  Following the
acquisition of Amercan Express Bank in
2008, Private Banking 1s also an important
business across the region and continued
to be impacted by challenging conditions
Profit in 2009 included gains from the
buyback of subordinated debt, excluding
these, profits ncreased by $122 milion in
2010 as impairments reduced
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The Group in 2010

Continuing growth and record profits

20  Stanaid Charlered Annual Repont 2010

Our highlights
and achievements in 2010

« Consistent delivery as evidenced by eight successive
years of record income and profit

» Record income and profits delivered despite continuing
pressure on margins and increased regulatory and
compliance costs

+ Both businesses continued to see good momentum
and diverse income growth driven by strong volume
growth and market share gain across multiple
geographies and products

» Continued investment in both businesses and key
markets will underpin future income momentum

+ A robust nsk management process has resulted in
good credit quality in both businesses with loan
impairment falling sharply year on year

» Strong organic equity generation supptemented by the
rights 1ssue has further strengthened the capital ratios

* Balance sheet continued to be managed proactively
with a lighly hquid and stable mix of deposits and an
advances-to-deposits ratio of 77 9 per cent Funding
structure remains censervative with imited refinancing
required over the next few years

www standardchat lered com

Key performance

Operating iIncome

$16,062m

2009 315 184in

Profit before taxation

$6,122m

2008 85,151

Our priorities in 2011

» We will remain disciplined in the execution
of our strategy, continuing to be well placed
in markets that have strong growth prospects

* Both businesses wili continue their focus on
being more iImpaortant for our customers and
clients Gosts will be managed to ensure
alignment with income momentum and to
create further tnvestment capacity

* We will continue with our focus on proactive
balance sheet management

* We will remain committed to capital and
liquidity strength




Business review

The Group in 2010

“The Group has continued to perform consistently, delivering
another record performance in 2010 We continue to focus on
dwversified sources of Income growth and a strong capital and
iguidity base to enable us to position for continued growth in 2011”

Richard Meddings

Group Flnance Duoctor

Focus on the basics of banking
We have never lost sight of these key disciplines

1. bquidity

We have continued with our conservative approach to hquidity management and
further enhanced liquidity dnven by very good levels of deposit growth

For further details see page 74

2. Capital

We continue to proactively manage capital, raising capital as necessary to position
us well to support business growth and deal with regulatory changes

For further details see page 78

3 Risk

Risk management continues to be proactive and focused

For further detalls see page 48

4 Costs

We continue to pace investments to dnive future iIncome momentum

www standardchaitered com

A record performance and continued
growth despite economic uncertainty
and significant regulatory change
across our markets With diverse income
streams, falling imparrment and
selective investments to underpin
growth, together with a strong and hquid
balance sheet, the Group 1s well
positioned in markets that have
excellent growth prospects

Group summary

The Group has delivered ancther record
performance for the eighth year in
succession Operating Income increased by
$878 million, or 6 per cent, to $16,062
milion Operating profit rose 19 per cent to
$6,122 million On a constant currency
basis, operating iIncome rose 3 per cent
and operating proft rose 16 per cent

The narmalised cost to Income raio was
55 9 per cent, compared with 51 3 per cent
n 2008 and reflects the conscious decision
tc continue INvesting in both businesses to
underpin the Group's future growth
Investments in 2010 include opening new
branches, investing N new business ines,
hinng front office relaticnship staff,
mproving systems and investing in the
brand Additicnally, ncreased regulatory
and complance costs as well as pressure
on talent retention as competition returns
strongly to our key markets has led to a
cost growth of 13 per cent

Normalised earnings per share (EPS)
Increased by 14 per cent to 197 0 cents
Further details of basic and diluted earnings
per share are provided In note 14 on page
184 Qur disciplined approach to sk has
resulted in credit qualty improvement In
both businesses Consumer Banking
experienced lower imparment m 2010, its
lowest average loss rate for 10 years
Wholesale Banking early alert indicators
improved steadly throughout 2010 and do
not show any particular concentration in
terms of industry or geography Overall, the
Group's asset qualty 1s good and the level
of iImpairment 1s significantly below the
levels seen in 2009
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The Group in 2010

The Group continues to adopt a
conservative stance to balance sheet
management with a continued emphasis on
hquichty and capital management The
Iiquichty position continues io strengthen
with very good levels of degosit growth in
both businesses, especially In current
accounts and saving accounts  1his,
coupled with selective asset growth and a
continuing ngour around key liquidity
metnics at a country level, has resulted In an
advances-to-deposits ratio of the Group at
77 @ per cent, compared with 78 6 per cent
in the previous year The asset book remains
high qualty with a short tencr profile in
Wholesale Banking and with a strong bias
to secured lending in Consumer Banking
The funding structure remains conservative
with very Imited levels of refinancing
required over the next few years

The Group generated good levels of
organic equity and further strengthened
its capital position with a $5 2 bilhon nights
issue in November 2010 QOur Core Tier

1 ratio of 11 8 per cent I1s significantly up
from 8 9 per cent at the end of 2009

We have continued to perform consistently
and delivered another record performance
in 2010 buitt on strong foundations and
diversified Income streams We have
contnued to nvest in both businesses and
2011 has started well We are well prepared
o capture the growth opportunities
provided by our markets

Group performance

Cperating income grew by $878 million, or
6 per cent, to $16,062 million Consumer
Banking continued to make good progress
In transitioning towards a customer-focused
business medel Income was 8 per cent
higher at $58,079 milhon Consumer Banking
has continued to be iImpacted by low
margins but balance sheet growth coupled
with improved Wealth Management income
on the back of improving investor sentiment
has led to positive Income growth
Wholesale Banking continued to strengthen
relationships with existing chents Client
income has grown 17 per cent However, a
fall In own account incorne from the
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Operating income and profit

2010vs 2000
2010 2009 Belter/{fworse)
$million Smulion %
Net interest income 8,470 7,623 "
Fees and commissions income, net 4,238 3370 26
Net trading income 2,577 2890 M)
Other operating Income 777 1301 (49)
7,592 7561 -
Operating income 16,062 15184 8
Operating expenses {9,023}y (7,952 13
Operating profit before impairment losses and
taxation 7,039 7,232 (3)
Impairment losses on loans and advances and
other credit risk provisions (883) (2,000) (56}
Other imparrment {786) (102) (25)
Profit from associates 42 21 100
Profit before taxation 6,122 5151 19

exceptional levels seen in early 2009 has
restricted our iIncome growth in Whoelesale
Banking to 7 per cent, at $9,979 million

The Group's Income streams continue te be
highly dwersified with all eght geographic
segments continuing to deliver over a billon
dollars of ncome in 2010 This s reflective
of the empbasts on client and customer
annuity flows in both businesses With the
exception of Americas, UK and Europe, all
geographic segments delivered positwe
income grawth Income grew N a range of
high single-digit to low-teen growth in all
geographies except MESA, which was
impacted by the aftermath of the market
developments in the UAE in late 2009, and
Hong Kong, our largest market, which was
impacted by margin compression

Whlst interest rates continued to be low
and mpacted hability margins in particular,
both businesses benefited from balance
sheet momentum Net interest income grew
by $847 milion, or 11 per cent The
Consumer Banking business has selectively
increased focus on unsecured lending In
selacted markets with higher margins
Consumer Banking interest income grew
$223 milicn, or 6 per cent Wholesale
Banking net interest income increased
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$624 million, or 16 per cent, as new
mandates and higher balances acrass the
Transaction Banking and Lending
businesses helped offset lower margins On
average, the year on year fall in margins
was 37 basis points (bps) and 15 bps, for
Trade and Cash respectively

Asset and Liability Management was

also adversely impacted as matuning
Investments were re-invested at lower yields
in the early part of 2010 Accrual Income
was lower, primarly as a result of flatter
money market yields, especially in markets
such as the United States and Hong Kong

The Group net interest margin at 2 2 per
cent was margnally down from 2 3 per cent
1 2009, reflecting the continuing fow
margins on hability products and also some
pressure on asset margins in the latter half
of 2010 as competition intensified

Non-interest ncome grew marginally by
$31 milion to 57,592 mfion but
expenenced a significant shift in mix

Net fees and commissions income
increased by $868 mullion, or 26 per cen,
to $4,238 million but was offset by lower
trading income and the absence of any
debt buy-back transactions, which n 2009
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The Group in 2010

had contributed gains of $264 milion
The Increase in fee Income was in both
businesses n Wholesale Banking, it
was primarily through Corporate Finance,
Trade and Capital Markets fees In
Consumer Banking, 1t was driven by an
improved investor sentiment to Wealth
Management products

Net tracing mcome fell $313 million, or

11 per cent, to $2,577 million as a result

of lower own account Income, reflecting In
part the exceptional performance in the first
half of 2009 when the market was more
volatle and competition distracted 2010
saw a more normalised and range bound
movement In interest rates and yields The
return of competition further narrowed
spreads We have however, continued to
bulld scale through a strong pipeline of
chent driven business focusing on strategic
and transactional oppertunities and
leveraging on our local corporate franchise
In Key geographies

Cther operating iIncome primarily comprises
gains anising on sales from the available-for-
sale (AFS) porticlio, arcraft lease ncome
and divdend income In 2009, It also
included gains ansing from buy-back of Tier
2 notes but this was not repeated in 2010
Other operating ncome fell by $524 million,
or 40 per cent, to $777 millan driven by
tower gains ansing from the sale of AFS
assets This was partally offset by higher
ncome from arcralt leasing as we grew the
portfolio Other operating income also
included $29 milion of recovenes in raspect
ot assets that had been far valued at
acquisition in Taiwan, Korea and Pakistan,
down 33 per cent from 2009

Operating expenses Increased $1,071
milhon, or 13 per cent, to $9,023 milllon At
constant exchange rates, the Increase was
10 per cent This increase was primarly
dniven by staff expenses, which grew 17 per
cent, or $853 million, to $5,765 million In
the aftermath of the crnisis in 2008, both
businesses had controlled expenditure very
tightly In 2009 with Consumer Banking in
particular taking steps to reduce
headcount As the external environment
improved in the latter half of 2009 and

revenue momentum trended positively, bath
businesses increased nvestment This has
continued in 2010 with Investment in
specialst and front ine staff and
infrastructure spend by way of new
oranches and enhancement of dhstribution
channels The change In the external
environment has also resulted in greater
competition for talent necessitating
appropriate retention measures In our key
markets Expenses in 2010 include some
$150 million relating to increased direct
regulatory and compliance costs with
investments In upgrading capahilities,
systems Infrastructure to support
survelllance and new regulatory
requirements and on specific reviews
related primanly to historical sanctions
compliance across various geographies
This was parhally offset by a $54 million
reduction in retirement obligations in the
UK consequent to a change in the measure
for applying increases from the Retall Prices
Index (RPI) to the Consumer Prices Index
{CP) In addition, we have recently
announced a setflement relating to
Lehman’s structured notes amounting

to $192 millon This has an impact of

$95 million on 2010 costs Expense in
2009 included the cost of the buy-back of
structured notes in Tawan of $170 milkon,
the UK bonus tax of $58 millon and the
reduction of retrement benefits in Tarwan
of $59 milion

Operating prefit before imparrment
losses and taxation (also referred to as
Working Profit} was lower by $193 million,
or 3 per cent, at $7,039 milion Ona
constant currency bass, the decrease
was 5 per cent

The charge for loan iImpairment fell by
$1,117 million, or 56 per cent, to $883
millon This was a result of improving
economic conditions in most of our
markets as wall as our consistently robust
nsk management processes and
underwnting standards Consumer
Banking also benefited from a largely
secured lending portfolio The Wholesale
Banking imparment charge, which was
driven by a small number of specific
provisions, has fallen following an
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improvement In early alerts and a lower rate
of credit migration

Qther mparment charges were tower at
$76 million, down from $102 milion in 2009
These include impairments related o our
asset backed portfolio The previous year
also included impairment of certan
strategic Invesiments

Operating profit was up 3871 millon, or

19 per cent, to $6,122 milion India joned
Hong Kong as the second market to

deliver aver 2 billion of income this year
and became the largest geography by profit
in 2010

The Group's effective tax rate (ETR) was
279 per cent, down from 32 5 per cent In
2009 The 2009 ETR was higher than the
Group's normal underlying tax rate due to
the effects of a voluntary exercise with Her
Mayjesty's Revenue and Custorns (HMRC)
which finalised prior year UK tax
computations from 1890 to 2006 and
resulted In a onetime charge of $190 rmillion

Acquisitions

On 12 Apnl 2010, the Group acquired
100 per cent of the consurmer finance
business of GE Capital (Hong Keng)
Limited, a Hong Kong (restricted licence)
banking company

On 2 August 2010, the Group acquired 100
per cent of the consumer hnance business
of GE Commercial Financing (Singapore)
bmited

On 1 October 2010, the Company
purchased the remaining 251 per cent
interest In Standard Chartered STC| Capital
Markets (STCI) By virtue of this transaction,
STC! became a subsidiary of the Group

Between 31 Qcteber 2010 and

5 December 2010, the Group acquired
the custody business of Barclays Bank plc
across vanous locations in Alnca

The effects of the above acquisitions

were not matenal to the Group's
2010 performance
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The Group in 2010

Group summary consolidated balance sheet

Increase/ Inciease/
2010 2009 {decrease}  (decraave)
$million  Smillion Smullion %
Assets
Lendig and investments
Cash and balances at central banks 32,724 18131 14 593 80
Loans and advances to banks 52,058 50,885 1173 2
L.oans and advances to customers 240,368 198,292 42 066 21
Invesiment secunties held at
amortised cost 4,829 6688 (1,859) (28)
329,969 273,996 55,973 20
Assets held at fair value
Available-for-sale investment securities 70,967 68,040 1,927 3
Financial assets held at far value
through profit or loss 27,021 22,448 4575 20
Dernvative financial instruments 47,8569 38183 9 666 25
145,847 129,679 16168 12
Other assets 40,726 32978 7,748 23
Total assets 516,542 436653 79,889 18
Liabiltties
Deposits and debt securities in 1Issue
Deposits by banks 28,651 38 461 (©,910) (26)
Customer accounts 306,992 251,244 55748 22
Detx securmies in 1ssue 31,381 29272 2109 7
366,924 318977 47,947 15
Liabilities held at fair value
Financial iabiities held at fair value
through profit or loss 20,288 14 505 5,783 40
Derwvative financial Instruments 47,133 38,584 10,549 29
67,421 51089 16,332 32
Subordinated habilities and other
borrowed funds 15,939 16,730 (791) (5)
Other lhlabihties 27,393 21937 5456 25
Total habulities 477,677 408,733 68944 17
Ecquity 38,865 27920 10,945 39
Total habilities and shareholders’ funds 516,542 436653 79 889 18
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The Grotp in 2010

Balance sheet

The Group continues io be focused on
maintaining a strong balance sheet, which
remains well diversified and conservative
with limited exposure to problem asset
classes We remain highly iquid, with
good levels of deposit growth across both
businesses during 2010, and continue to
be a strong net lender to the interbank
market QOur advances-to-deposits ratio
remains excellent at 779 per cent
compared with 78 6 per cent in 2009

We remain well capitalised and further
strengthened the capital position through
a successful nghts 1ssue We continue to
be disciplined in the management of nsk
weighted assets through proactive
distribution of the loan book The Group
has a conservative funding structure, with
irmited! levels of refinancing over the next
few years, and continuad to see good
appetiie for its paper when raising senior
debt funding durng the year

Ralance sheet footings grew by $80 billion,
or 18 per cent year on year On a constart
currency basis the balance sheet grew by
16 per cent as, over the course of 2010,
most of the Asian currencies appreciated
against the US doliar following a period of
volatility i the first half of the year Balance
sheet growth was largely driven by an
Increase In customer lending on the back of
significant growth in customer deposits,
with surplus iquidity held with central
banks Increases were also noted in
dervative mark-to-market as volumes
continued to grow Our equity position
further strengthened by $10 9 billion,
reflecting the proceeds from the nghts 1ssue
and the Indian Depository Receaipts (DR}
Iisting In India, together with profit accretion
during the year

Around 70 per cent of the Group’s financial
assets continue to be held and managed
on an amortised cost basis and Just over
55 per cent of total assets have a residual
contractual matunty of less than one year

Advances

Loans to banks and customers, including
those held ai far value, grew by $45 billion,
or 18 per cent, to $300 bilicn

Consumer Banking grew its book by

$23 billion to $117 billkon, which represents
48 per cent of the Group's customer
advances Mortgages grew across all
markets except Afnca, by $13 billion, or

23 per cent, reflecting a penod of focused
growth in secured products With
delinquency trends and flow rates
improving, we also started to selectively
drive growth in unsecured products driving
up other lending, which includes credit
cards and personal loans, by 22 per cent
As business activity levels have ncreased,
lending to small and medium-sized
enterpnses {SMEs} has nisen by 32 per cent
and we continue to reshape the hook

85 per cent of the Consumer Banking
portfolio is in secured and partially
secured products

Wholesale Banking also maintained

strong momentum, Increasing customer
advances by $22 ilion, or 20 per cent, to
$130 billion, as we continued to focus on
deepening existing clent relationships
Lenaing increased across a number of
sectors in 2010, with an increased focus

on exposure to better rated counterparties
and collateralised transactions Growth was
particularly strong in the Manufactunng

{up $7 billien), Commerce (up $3 & bilien)
and Transport, storage and communication
{up $4 bilign) sectors as manufacturing and
infrastructure projects ravived on the bagk
of improvement, especially In the Asian
economes

Loans to banks remained relatively flat year
on year, although in Hong Kong, our most
hquid market, we redirected surplus liquidity
to higher yielding assets

Investment secunties

Investment secunties, mcluding those held
at far value, grew by $3 hillion, due to
Ingreasad statutory reguirements in some
countries, higher trading positions based on
expected rate movements and a $0 5 bilion
investment In Agncuttual Bank of China

The matunty profile of gur nvestment book
15 largely consistent with 2009, with around
55 per cent of the book having a residual
maturity of less than 12 months
Dervalives ’

Following reduced customer appetite for
dervative transactions in 2009, confidence
is being restored and volumes have
significantly ncreased year on year, with a
resultant ingrease of $10 billlon In unrealised
mark-to-market positions at the balance
sheet date Our nsk positions continue to
be largely balanced, resulting in a
correspending Increase In negative
mark-to-market positions Qf the $48 illion
mark-to-market positions, $27 billon i1s
avallable for offset due to master nettng
agreements

Deposits

The Group has continued to see good
deposit growth in both businesses in 2010
Deposits by banks and customers,
Including those held at fair value, increased

by $50 billion, wath an increase of $58 billion

in customer accounts offset by a decline of
$9 bilion In bank deposits Customer
deposits increased across all markets,
with growth in term deposits contributing
$39 billon of the increase following a
renewed focus in 2010 in driving growth in
these products as rates are expected to
maintain an upward blas However,
Current Acccunt and Savings Account
{CASA) continues to grow strongly and
constitutes aver 50 per cent of total
customer and bank deposits
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Debt securities In 1ssue, subordinated
habilities and other borrowed funds
Subordinated debt dropped by $0 8 billion,
as redemptions of $1 5 billion were only
partially offset by new issues The
remarnder was replaced with senior

debt funding, leveraging the continuing
market appetite for our paper and In ine
with our strategy to reduce Tier 2 capttal
and strengthen Tier 1 capital

Cash and balances held at central banks
Cash balances increased $14 6 billion
compared with 2009, $5 2 bilion of which
reflects the proceeds from the nghts 1ssue
The remaining increase represents

surplus funds held with central banks
pending alternate deployment, following
strong deposit growth particularly in the

last quarter of the year, which exceeded
asset growth

Equity

Equity increased by $109 billon to

$38 9 billion compared with 2009, and was
primanly driven by the nghts tssue and the
IDR listing {$5 7 billion) and profit aceretion,
net of distributions ($3 6 bithon) As
currencies across our markets appreciated,
$0 8 bilhen of net foreign exchange gains
have been recognised in equity, together
with an ncrease of $0 5 billien In unrealised
gamns (net of realisations) on available-for-
sale nvestments
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Consumer Banking
On track and delivering in the
most exciting markets in the world

“Consumer Banking finished 2010 1n the best shape 1t has been
In for many years, well positoned to weather current and future
challenges with good headroom to grow in our markets ™

Steve Bertamini
Group Executive Director an Cluel Executive Consumer Banking

Our strategy .

Qur strategy Is based on three pillars

s Three differentiated country business medeis with
a focus on high value segments

» Providing distinctive customer focused value
propositions

* Maintaining back to basics focus on cost, efficiency,
risk and hquichty

Our prionties 1N 2011

+ Gontinue to implement and embed our
customer-focused transformation designed to drive
sustainable competitive advantage

« Increase mix of online channel usage and
customer acquisition

* Maintain balance sheet and assets under
management growth momentum

» Drive standardisation to improve service,
productivity and the control environment

* Mamintain disciphined risk, cost and
performance management
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Consurner Banking

Strategy working

Consumer Banking delivered strong
easly results as it stepped up its
transiticn from a product-led to a
customer-focused organisation 1n 2010
We finished the year with positive
relative performance against
competitors, all key elements of the
Bank’s new strategy 1n play, an excellent
balance sheet and very good traction in
key customer metrics

As the year progressed we saw a rebound
n growth across cur markets, supported
by ncreasing intra-regional trade and rofust
domestic demand, which reaffirmed our
belief that we are in many of the most
exciting markets i the wortd at the nght tme

Despite Increased compettion and
continuing margin compraession, our ight
focus on the foundations of good banking
and customer needs enabled Consumer
Banking to grow market share and gain
momentum This drove a 24 per cent
year-on-year increase n loans, a 16 per
cent Increase In deposits and a 36 per cent
increase In third-party assets under
management

While we continued to pace Investments
and manage costs, improving performance
allowed us to Invest to sharpen customer
service, strengthen our distribution
network, hire more front-line staff and
increase spending on advertising

and marketing

Consumer Banking finished 2010 in the
best shape it has been for many years, well
positioned to weather current and future
challenges with good headroom to grow in
our markets

Focusing on customers

In 2010 we iocused on redefining our
customers’ experience and providing
them with more value We did this by
developing distinctive customer value
propositions for Private, Pnonty, small
and medium-sized enterprses {SMEs),
and Preferred customers

Our Next Generation
retal branches

In today’s connected world customers
don’t need to come to the bank for
routine transactions Internet, mobile,
ATMs and phone banking can take
care of most basic banking needs
and more and more consumers are
using these channels for day-to-day
banking requirements

Howaver, research shows that when it
comes to doing something significant,
such as getting a mortgage or choosing
an investment, customers still prefer to
meet face-to-face with a relationship
manager at a branch

In Iight of this, banks are starting to use
branches mere to give customer advice
and provide a wider range of products,
rather than as a transaction centre To
succeed In this refined role and remain
relevant to customers, banks are having
to think mare like retailers and make
therr outlets more like stores than
traditional branches

In 2010 Standard Chartered started roling
out what we call our Next Generation
branches in five markets, including
Singapore and Korea n these Next
Generation branches there are no
barriers between staft and the customer
[he shop front 1s open, the interior sleek
and brightly it Wi-Fi s availlable
throughout and staff use laptops to serve
customers at any desk
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Touch screens also let customers
browse and email brochures to
themselves They can even use video
conferencing to consult with specialists
who may not be availlable at the branch
Meanwhile, automated chack-1n systerns
and comfortable waiting areas mean
customers avold the hassle of queuing

These new branches have generated
excellent feedback, which they should
considenng our customers helped us
design them We are currently pilobing
hand-held devices for presenting
information to customers on a real
time basis to further enhance
customer expernence

Despite evolving technology, people still
need to pay for goods and services,
would like to save and invest, and want
to grow their wealth

That s why we have put In place a
Customer Charter based on hstenuing to
customers’ needs The Customer
Charter states our teams are commijted
to 1) providing customers with friendly,
fast and accurate service, 2) providing
them with solutions to their financial
needs, and 3} recognising them for therr
averall banking relationship with us

Standard Chartered 1s doing this by
rmiaking services avalable through all
channels, inciucing mabile Relationship
Managers [he way we seg It, banks
need to work at Tithing into people s lives,
not making them fit mto ours Our goal 1s
to be the banrk they recommend to therr
friends, family and colleagues

Starxlard Chartered Abnual Repot 2010
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Gonsumer Banking

Launch of Pretarred Banking in Hong Kong

Meeting the under-
served needs of the
emerging affluent

Much has been wrnitten about the rise
of Asia’s high net worth and affluent
customer segments as Asia prepares
to become the world’s largest wealth
region by 2013 International and local
banks have stepped up competition
for a share of this growing market
with their private and premum
banking programmes

However, less attention has been given to
the sizeable, rapidly growing and largely
under-served emerging affluent segment
that will help dnive the next wave of wealth
generation in the East

The average emerging affluent consumer
in our markets 1s someons who earns
$35,000 per annum and/or has
accumulated nvestible assets of $25,000

There were an estimated 50 milion people
n this segment In Asia at the end of 2010
and this number (s expected to ncrease
to 86 milion by 2013 - about two and a
half times the current size of the affluent
segment Significantly, our research
indicates that one in four of the emerging
atfluent will graduate to the affluent
segment in the next three years

Thus research also uncovered some of
the segment’s kig under-served needs
First and foremost, the emerging affluent
are generally not recognised by banks
as a segment with distinct needs and are
usually serviced as a part of a larger
common group They have a strong
aspiration to be treated differently
Secondly, the emerging affluent are
demanding and want to be rewarded
faster and better than others Thirdly, this
IS a generation on the go, looking for
convenient and hassle free banking
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services across all channels Finally,
many of them are nherently self-directed,
but stilt Ike assistance when it comes to
making key financial decisions

Armed with these insights and our
commitment to be our customers’
trusted financial advisor, Standard
Chartered launched Preferred Banking
in five markets, including Hong Kong
and China, towards the end of 2010 The
Preferred Banking programme will be
rolled out to other markets in 2011

Preferred Banking 1s a new class of
banking that addresses the core needs
of the emerging affluent for recogmition,
rewards, convenience and assistance
on demand |t has three key pillars

More Rewarding Preferred Banking
customers enjoy a total relationship
reward scheme talor-made for them
They enjoy fast reward point generation
from dally banking activities as well as
for holding various weaith management
and lending products Customers can
redeem thelr points for an expanded
choice of hfestyle rewards and exclusive
privieges, through muitiple channels

More Conventent Preferred Banking
customers enjoy simpler and faster
access with 24/7 free online and mobile
kanking, SMS alert services and
preferrential branch queues

More Personal Preferred Banking
customers have access to a team of
Preferred Banking Relationship
Managers on demand, who provide
financial advice and services on therr full
set of financial needs Customers also
enjoy access to dedicated 24/7
Preferred Banking hotlines
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We completed the roll out of our refreshed
Priority Banking offering in 21 countries
and continued hinng Priority Banking
Relationship Managers to support the
double-digit ncrease in iIncome and
Priority customers

We also launched our Preferred Banking
offering in five markets, including Hong
Kong and China We will roll out this new
class of banking for the emerging affluent in
other markets in 2011 and plan to continue
tiring Preferred Banking Relationship
Managers to support our growth i this
customer segment

QOur SME business serves customers in 30
countries and enjoyed double-digit growth
N income, loans and deposits in 2010

A strengthened SME offering addressing
the evolving needs of customers was
launched v three markets We will continue
to invest in additicnal SME Relationship
Managers and infrastructure as we extend
this offering in more markets in 2011

During the year our Private Bank was cne
of the fastest growing players in the industry
and strengthened its position as one of
Asta's top ten private banks

We continued to hire Relationship
Managers as the business grew at a
double-digit rate 1n Asta and globally, on the
back of strong client confidence and wealth
growth across our foctprint

In the first quarter we launched our
Customer Charter [the Charter), which 1s
central to achieving our aspiration of
becoming the bank customers recommend
to friends, farmily and colleagues More than
1,500 workshops have been held to embed
the Charter and its focus on giving
customers superior service, sclving their
financial needs, and rewarding ther
relationship with us

This was followed by the launch of
Standard Chartered Bank Way (SCB Way),
our new standardised sales and relationship
management model that brings the Charter
to Iite and enables sales staft to bulld and
deepen customer relationships

We rolled out SCB Way n 19 countnes, and
held training and coaching sessions for
more than 6,000 staif in 490 branches By
the end of 2011 we expect to have traned
12,000 staff based in more than 1,000
branches

Across the bank our first call resolution rate
improved, customer complaints fell by more
than a third, and we increased the number
of products sold per customer We also
matenally mproved turnaround tme for
account opening and loan products
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Consumer Bankang

Significantly, our global Net Promoter Score
{NPS) - an mternationally recognised
measure of customer service — jJumped

56 per cent from 25 to 39 Twelve of our
markets received NPS scores that placed
them as the best international bank in their
market, and In eight we were placed as
best bank

Investing for sustainable growth

As we gained momentum, we released
additional investment to strengthen key
areas and accelerate the pace of our
transformation We continued to improve
our distrbution netwark, opening,
refurbishing or relocating 140 branches and
adding or upgrading 800 ATMs

Consumer Banking

We launched 80 new Express Banking
Centres, which have fully autornated
customer services and are roughly a third
the size of our normal branches We also
rolted out our Next Generation branch
design n five markets These innovative,
high-tech and customer-friendly branches
contain a host of new features, including
wideo conferencing facilities, Internet kiosks,
Wi-FI agoess and digital merchandising

We invested heawily in traning to improve
customer service levels and ensure we are
meeting customer needs Consumer
Banking Traireng Academies were
ncreased 40 per cent to 14, delwvering a
total of 6 38 training days per staff member,
an increase of 38 per cent compared with
2009 Qur Internet and mobile banking
offering was further strengthened and

we were named Best Consumer Internet
Bank for Asia Pacific at the Giobal

Finance Awards in New York, and won
a host of ather online banking and social
marketing awards

In the second quarter of 2010 we
successfully launched Breaze, our first
tPhone banking application in Singapore
and Malaysia Due to its rapid acceptance
and strong customer feedback, Bieeze has
now been extended to IPads and is being
rolled out across other markets

As well as innovating with new segment-led
offerings, we continued to extend our
product range and developed the 360°
Rewards Scheme, which will ke rolled out
fully in 2011 This programme, which s a
first in our markets, rewards customers

for all aspects of their banking relationship
and 15 designed to further deepen their
relationships with us

The following table provides an analysis of operating profit by geography for Consumer Banking

201G
Asia Pacific
Middle
Other East Americas Consumer
Hong Asia & Other UK & Banking
Kong Singapore Koren Pacific india 5 Asia Africa Europe Total
Smillion Smiltion Srmillion Smullion $smilhon $Smillion $Smiliion Solhen $million
Operating ncome 1,116 728 1,058 1,478 493 691 381 134 6,079
Operating expenses {721) (384) {797) {1,085} (336) (458} (254) (141) {4,176)
Loan smpairment {45) (33) {139) (122) {56} {159} {19) (] (578)
Other imparrment - - 4 ) - - (5) (2) (12)
QOperating profit/{loss) 350 311 18 270 101 74 103 {14} 1,313
2000
Asla Pacin.
Middle

OCther East Amerlcas Consurmer
Hong Asia & Other UK & Barking
Korxy Singjapore Korea Pacific Incha SAsia Alnca Curopa Total
Sislbon Smilhon Srmlion Srmillion Smiliosy Smilhion Smillion Srmillion Srllion
QOperating Income 1082 635 995 1283 444 678 351 161 5629
Operating expenses B04) (297) (701) {1,046} (248) (395) (229) {189) (3,709)
Lean mpairment (104) 34) (185) {240} (147) (285) 28) 29) (1052
Other iImpatrmenit 5 - (1) 2 5 - - 8) (W]
Operating profit/{loss) 379 304 108 ) 54 (2) 94 65) 867

An analysis of Consumer Banking mcome by product is set out below
2010vs 20040
2010 2009 Batterffworse)
Qperating Income by product Smilhen Sinillion o5
Cards, Personal Loans and Unsecured Lending 2,044 1,992 3
Wealih Management 1,138 921 24
Deposits 1,202 131 8
Mgcrtgages and Auto Finance 1,513 1,244 22
Other 182 161 13
Total cperating Income 6,079 5629 B8
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Performance 1n 2010

Consumer Banking operating ncome

grew $450 million, or 8 per cent, to

6,079 millon On a constant currency
basis, Income grew 4 per cent Net

interest Income grew $223 million, or & per
cent, 10 $4,038 milion Asset and lability
balances increased and helped offset lower
habiity margins, which fell 16 bps from the
previous year Non-interest income at
$2,041 milion was $227 milien, or 13 per
cent, higher compared with $1,814 miflion in
the previous year, driven by migher Wealth
Management as consumer demand
improved due to rebounding equity
markets The business continued to focus
on hiquidity and managing and improwing
its deposits mix Current Account and
Savings Account {CASA) balances
constitute just under 60 per cent of
Consumer Banking deposits, largsly similar
to levels seen at the previous year end

Income grew in all geographic segments
axcept Amernicas, UK and Eurcpe

Expenses were up $487 mithon, or 13 per
cent, to $4,176 millon Cn a constant
currency basis, expenses were up 8 per
cent Costs rose primarnly as a result of an
ncrease N front-line staff as well as
investment targeted at expansion of the
distribution network, system enhancements
and mncreased marketing spend

Loan impairment fell by $474 milien, or
45 per cent, to $578 millon Delinquency
rates have continued to improve through
the year due to an easing of the economic
environment, and this coupled with the
proactve credit actions and de-nsking

of the portfolio has helped reduce
impairment levels

Operating profit grew $446 million, or

51 per cent, to $1,313 milhon On a constant
currency basis, the increase was 47 per
cent The second-half operating profit was
4 per cent higher than the first half

Product performance

Income from Cards, Perscnal Loans and
Unsecured Lending grew $52 miflion, or

3 per cent, to $2,044 millon, predominantly
In Hong Kong, Singapore and Other Asia
Pacific {Other APR), especally in Malaysia,
Indonesia and China Excluding the

$68 millien gains ansing from the sale of
BC Cards in 2008, income grew 6 per cent

Wealth Management wasg adversely
impacted by subdued investment sentiment
in 2009 Market sentiment and nvestor
appetite gradually improved through 2010
resulting In an Increase In Income of $217
milion, or 24 per cent, to $1,138 million, led
by funds and treasury products We
continued our focus on selected markets in
Asia, where mvestor sentiment was better
on the back of mproving ecenomic and
market indicators Deposits continued to be
impacted by margin compression, which
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further intensified n key markets due io
competitve pricing Deposit gathering
iniatives driven by product innovation
inclucing bundiing of products and a focus
on coltaborating with Wholesate Banking 1o
source payrall accounts continued
Deposits grew 15 per cent and helped
offset the margin compression of 18 bps

Mortgages and Auto Finance performed
well delivening positive Income growth

of $269 millon, or 22 per cent, to

$1,513 milhon Margins on retail mortgages
fell 13 bps but were offset by advances
growth on the back of mproving property
markets in many of our geographies
although regulatory focus and curbs
introduced In ceriain markets remain a
chalienge

The ‘Cther’ classification primarnly includes
SME related trade and transactional income
and has grown 13 per cent on a relatively
low base

Geographic performance

Hong Kong

Income was up $34 milion, or 3 per cent, to
$1,116 milion Hong Kong 1s aur mast liguid
market and income was therefore impacted
by the low interest rate environment

Liability margin compression was countered
by strong growth in balance sheet footings
with both advances and deposits growing
Advances growth was across muliple
praducts and we ganed market share in
Mortgages and Cards The SME segment
grew, benefiting from higher trade loans
Wealth Management income has shown
significant improvement driven through
higher unit trust sales and securities
brokerage services Income in the second
half of 2010 was significantly higher than
the first half Operating expenses were up
$117 million, or 19 per cent, due to
regulatory settlements related to structured
notes and investments in front office staff
coupled with ncreased marksting spend
Working profit was down 383 mllion, or

17 per cent, to $385 milion Loan
impairment was consilerably lower at

$45 millon Personal bankruptcies, which
were high in early 2009, reduced
considerably over the penod This, coupled
with the focus earlier in 2010 on sacured
lending, has helped reduce mparrment
levels Operating profit fell $28 rmillion, or

8 per cent, to $350 million

Singapore

Income was up $93 million, or 15 per cent,
to $728 milon On a constant currency
hasis, ncome grew 9 per cent, especially in
Mortgages and Cards, supported by
customer-centric preduct innovation
Wealth Management, which saw reduced
demand in early 2010, improved
considerably through the year registering a
significant growth on the back of mproved
investor senument Deposit incoma
continued to be challenged by iow interest
rates From a customer segment

www standardchat lered coim

perspective, the Private Banking business
consclidated on prior investments and
delivered strong income momentum
Operating expenses increased S87 mifion,
or 29 per cent, to $384 millon with
investments in front-line staff, marketing
and mnfrastructure to underpin future
income momenturm On a constant
currency basrs, this was 22 per cent higher
Working proht was up $6 millon, or

2 per cent, at $344 milion Despite the

29 per cent growth In custamer advances,
loan imparment was marginally down, by
$1 millron, or 3 per cent, o $33 milion
Qperating profit was higher by $7 million, or
2 per cent, at 3311 milken On a constant
currency basis, operating profit fell

1 per cent

Korea

Income was up $83 millon, or 6 per cent,
to $1,058 milion On a constant currency
basis and excluding the $68 million gan on
sale of BC Cards in 2008, income was up
3 per cent, with growth in Mortgages and
Personal Loans The SME business saw
higher advances Wealth Management
Income was up strongly driven by
investment sales and bancassurance
Depaosit Income continued to be iImpacted
by narrowing margins Operating expenses
grew $96 millon, or 14 per cent, to $797
millon On a constant currency basis,
expenses were 3 per cent higher We have
continued to reshape our distnbution
network and related infrastructure Cunng
2010, we refurbished or relocated 17
existing branches and opened 12 new
branches Working profit was 11 per cent
lower at $261 millon On a constant
currency basis, this was 20 per cent lower
Loan imparment was down 348 millicn, or
25 per cent, to $139 millien driven by the
de-nsking of the portfohio through 2008 and
early 2010 Operating profit was up $10
million, or @ per cent, to $118 millon Ona
constant currency basis, operating profit
decreased by 1 per cent

Other Asia Pacific (cther APR)

Income was up $195 million, or 15 per cent,
10 $1,478 million All major markets
including China, Taiwan, Indonesia and
Malaysia saw positive Income momentum
Income in China was up 19 per cent to
$204 million, criven by strong advances
growth and improved deposit marging

ihis helped compensate tor the fall In asset
margins famwan saw strong income growth
1in Mortgages and Wealth Management,
with higher sales of mutuat funds and
structured notes as consumer confidence
improved and equity markets rose

Income grew 13 per cent to $449 million
Income in Malaysia was up 20 per cent to
$295 million, benefitng from a growth in
Mortgages, SME and Personal Loans
Operating expenses in Other APR were up
239 milhon, or 4 per cent, to $1,085 millon
Excluding the impact of the buy-back of
structured notes and reduced retirerment
obigations in Tawan in 2008, current year
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expenses were up $157 million or 17 per
cent Expenses across the region were
driven by the investment focus as we

grew front-line staif, opened additional
branches (17 i Indonesia, 3in China, 5 1n
Malaysta and 3 in Tawan) and enhanced
our delivary channels China expenses
were up 20 per cent at $274 millicn Other
APR working profit was up $158 million,

or 66 per cent, i $393 million Loan
imparment was significantly down by

$118 million, or 49 per cent, to $122 milion,
particularly in Tasvan and Thalland as
actions taken to de-nsk the portfclios
coupled with enhanced collection efforts
and asset sales took effect Other APR
delivered an operating profit of $270 million,
compared with a loss of $5 millon in

2009 Tawan, with an operating profit

of $182 millon {2008 operating loss of

$61 million) and Malaysia, with an operating
profit of $88 milion (2009 $71 millien of
operating profits) were signficant
contnbutors The operating loss in China
was $78 milion, up from $60 million in
2009, as we continued o invest

Incha

Income was up $49 million, or 11 per cent,
to $493 millon On a constant currency
basis, Income was higher by 5 per cent
dnven by growth in SME, specifically
Meortgages Improved investor demand
resulted in an increase N fee ncome from
sale of unit trusts This was largely offset by
lowsr margins on deposits, with interest
rates being impacted by change 'n
regulailons Cperating expenses were

$88 million, or 35 per cent higher at

$336 mihen On a constant currency basis,
expenses were higher by 28 per cent 2009
ncluded a service tax rebate, adjusting for
which the iIncrease was driven by additional
frant office staff and enhancement of
infrastructure, ncluding adding 79 Express
Banking Centres Woarking profit was down
$39 mulion, or 20 per cent, to $157 million
On a constant currency basis, the drop in
working profit was 24 per cent Loan
imparrment was however significantly lower
by $91 million, or 62 per cent, at $56 millon
and was drniven by the de-nisking of the
portfolio in the latter half of 2009 and early
part of 2010 Operating profit was
consequently higher by $47 million, or

87 per cent, at $101 millon On a constant
currency basis, operating profit was

83 per cent higher

Middle East and Other South Asia
(MESA)

Income was marginally up by $13 milhon, or
2 per cent, to $891 millkon driven by the
increase In UAE, which helped offset the fall
In Pakistan where our appetite for customer
lending continued to be selective and
impacted by margin compression UAE
income grew 4 per cent, helped by a
stronger Wealth Management performance,
which helped offset the rundown of the
high-yield persanal loan portfolic Operating
expenses in MESA were higher by

883 million, or 16 per cent, at $458 million
UAE expenses were up by $29 million, or
17 per cent, dnven by Investment in
front-line staff and realignment of
distribution channels Pakistan expenses
were higher by 85 milton, or 5 per cent
Working profit for MESA was down $50
millian, or 18 per cent, to $233 milion Loan
impairment was considerably lower at $159
million, 44 per cent down en $285 milkon in
2009 Whilst the decrease was primarily in
UAE and Pakistan, most markets benefited
from the improvement in the economic
outlook and the de-nisking of the portiolios
Gonsequently, MESA delivered an aperating
profit of $74 millon, compared with an
operating loss of $2 million 1n 2009

Afnca

Inceme was up $30 million, or @ per cent,
at $381 million with strong mementum in
Personal Loans and SME Deposit margins
continued to be under pressure but were
partally otfset by tugher customer
balances Nigeria and Kenya drove ncome
growth, benefiting from increased balances
across both depoesits and advances
Operating expenses were $25 million or

11 per cent higher, at $254 mullion, driven
by higher staff costs and investments to
strengthen the distnbution network
Working profit n Africa was higher by

$5 millian, or 4 per cent, at $127 milion
Loan iImpairment was down $9 millon,

or 32 per cent, to $19 milion Operating
profit was up $9 million, or 10 per cent,

to $103 millien

Amernicas, UK and Europe

Income fell $27 milhion, or 17 per cent, from
$161 milion to $134 milien The business In
this region is primanly Private Banking and
labiity driven It continued to be adversely
mpacted by low nvestor confidence, and
low Interest rates continued to impact
lability margins Operating expenses fell
$48 million, or 25 per cent, through
contnued focus an cost management and
the transformatton of the Miami branch to
an advisory centre Imparment was
considerably lower by $24 millon, or 83 per
cent The operating loss conseguently
reduced from $65 milion to $14 milion
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Wholesale Banking
Clients — at the centre of everything we do

“Our clients trust us to help them achieve therr growth ambitions
Qur consistent strategy and unwaverng focus on supporting our
chents has enabled us to sustain our strong performance and
enhance shareholder value ™

Mike Rees
Croup Execubive Director and Chief Executive Wholesale Banking

Our strategy

* Become the core bank to more of our chents

* Build scale in lecal markets and increase cross-border
capabihities to better support our clients in achieving
their ambitions

* Maintain our strong balance sheet to support cur
existing clents

Our pnories in 2011

* Deepen our chent relationships by Increasing our
offering of chent solutions for our key chent segments
and geographies

* Continue to focus Investment and growth in our clients’
key markets

« Manage our costs, capital, nsk and batance sheet to
maximise our ability to support our clients

s Leverage our brand, people and culture to continue serving
our clients and outperforming the competition

32 Standad Chastered Annual Repol 2050 www slandandchat tered com




Business review

Wholesale Banking

Consistent strategy drives growth
Wholesale Banking's ongoing strong
performance has been underpinned by
the consistency of our strategy Our
disciptine around the strategy and
execution over the past eight years has
ehabled us to grow our business,
doubling profit every three years and
enhancing long-term shareholder value

Despite a challenging external envircnment,
we continued 1o earn the trust and
confidence of our clents, which has
enabled us to sustain our performance and
deepen our long-term retationships

In 2010, cperating profit rose 17 per

cent to $4 8 biilion and total income
grew to $10 billion Income from our
clents continues to be the key driver

of our business performance, accounting
for 80 per cent of toial Wholesale
Banking income

Commercial Banking foundation

While Commerctal Banking - Lending,
Transaction Bankmg and related Foreign
Exchange — remains the bedrock of our
clent franchise, our ongeing focus on
client-driven soluttons continues to provide
us with new and additional sources of
income Ouwr existing client base looks tous
for support In growing their own capabilities
and businesses acress segments and
geographies within our footprint

Income from our Global Corporate
clents rose 21 per cent, led by demand
for Corporate Finance solutions Qur
Local Corporate clients also Increasingly
rely on us for strategic solutions offered
by our Corporate Finance and Cagital
Markets teams, resulting in 18 per cent
ncome growth

We continue to make great progress n
developing closer relationships with our
clients For instance, our Strategic Client
Coverage Group, which focuses on the
strategic needs of some of our largest
clents, reported a 27 per cent income
growth Owerall, iIncome fram our top

10 cltents grew 12 per cent and our top
50 clents, 18 per cent

Broader set of solutions powering
businesses

As a business committed to being a
partner to our clents, Wholesale
Banking continues to iIncrease the depth
and hreadth of our capabilities as we
anticipate and provide solutions to meet
our clients’ needs

Our Corporate Finance capabiliies provice
a key example of this client-driven
approach The increasing demand from our
clients for our expertise and support in this
key area has seen our Corporate Finance
team deliver $1 7 billon of Income, a
significant upside of 32 per cent Our
ongoing strong suppoert to clients in South
Asia has been supplemented by a growing
number of large deals frem other regions
One example of how we are adding
capabilities to support our existing clent
base 1s by intreducing our new operating
lease platform for the shipping industry

Financial Markets continued to bulld on its
strong standing in local currency bonds and
syndicated loans, which has resulted In a
strong performance in industry league
tables In the face of returning competitton,
Financial Markets, (including Asset and
Liability Management (ALM)), generated
income of $4 2 billon In particular,
Commaodities delivered a 54 per cent
improvernent over last year To extend

our ability to better support our chents,

we have Joined as a member of the
London Metal Exchange

www slandardchaticred com

In 2010, Transaction Banking delivered

9 per cent growth In iIncome, taking
advantage of economic recovery and
supported by schd Cash and Trade balance
growth Secunties Services captured the
opporiuntties offered by positive markeats
to grow significantly, further renforcing our
capabilities through our acquisition of
Barclays' Afncan custody business

Teday, Standard Chartered continues

1o lead as the primary and secondary
transaction banker in our footprint!

In Principal Finance, we took advantage of
market opportunities and realised a number
of Investments, recording valuation gains
Cur client franchise will continue o be a
source of attractive investment opportunity
for the Group

The client journey

Over the past eight years, our discipline
around strategy and the fundamentals of
banking have enabled us to overcome
external challenges and outperform the
competition But at the heart of it all1s our
deep and long-term relationships with
clhents, who trust us with therr growth
plans and when faced with challenges,
look to us for advice and solutions We
value this partnership

Going forward, our consistent strategy

- fostering deep and long-term relationships
with our clients in key geographies — and
continued discipline around maintainng the
strength ot our balance sheet and
management of nsk will continue to be at
the centre of our business model

1 According lo EFast and Partners sirvey of 830
LOIpOrates m Asta
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Renminbi — anticipating
trends and leading
the pack

With China's rapid growth and the
internationalisation of the renminkn
(RMB), Standard Chartered was quick
to spot the trends and claim a
leadership spot

Reflecting our sold base in Commercial
Banking and the use of our network to
deliver for our clents, RMB cross-border
trade settlements were a strong feature
across our markets

In February 2010, Standard Chartered
First Bank Korea Limited became the first
bank to facilitate a cross-border RMB
trada settlement between Korea and
China, with a Letter of Credit denominated
in RMB

In August, Standard Chartered supported
fast food grant McDonald’s Corporation in
completing a RMB200 million bond,

For furthar infermation
you can visit
wiww sland wdchartered.com

Performance in 2010

Wholesale Banking has had another strong
year, continuing to strengthen relationships
with existing clients and diversitying Income
growth using our network capabilities as a
source of differentiation Client income,
which remains the comerstone of our
strateqy at around 80 per cent of total
Income, was up 17 per gent on the previous
year and helped offset declining own
account income Operating INncome

grew by $688 mithon, or 7 per cent,

to 89,979 milion Net interest income

was up $624 milion, or 16 per cent,

to $4,432 nullion while non-interest

Income grew marginally by $64 million

to $5,547 million
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making it the first RMB bond for a
faresgn multnational corporate In Hong
Kong This iandmark deal reintorced our
leadership posiiion as a key player in the
development of the RMB business and
gave Hong Kong a strong boost as an
RMB offshore centre

Continuing to lead the way, we
provided Rivol Group LLC, a luxury
brand leader in the Middle East, with

a RMB-denominated account with full
transactional capabilities, enabing it to
increase sales volumes to China In the
same month, Standard Chartered also
became the first bank to offer RMB
nostro services to an islamic bank

Qur leadership and support for our
clients has been recognised and
earned us numerous accolades Among
them were top RMB clearing bkank
offering nostro services among feraign
banks in China, leader in trading RMB
spot and forward contracts in the new
foreign exchange intarbank market in
Hong Kong, first 1o offer RMB bond
services o wholesale clents in Hong
Kang, and first to launch a RMB
corperate bond with global
mulbinationais

As In prior years, Commercial Banking,
which includes Cash, Trade, Lending and
fiow foreign exchange business, contributed
the majorty of client income Corporate
Finance had another excellent year,
dehvening a 32 per cent increase N INncomea
with a continuing stream of deals across
Asia and Afnca Qur Caprtal Markets
business also grew strongly, with income
growth of 32 per cent This helped cffset
the steep fall In own account resulting in flat
income growth for Fnancial Markets averall
The year-on-year fall in own account
income was In part a consequence of the
exceptional performance witnessed in the
first half of 2009 Market conditions in 2010
were less favourable, with reduced votatility
and increased competition resulting In
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narrower spreads ALM also re-invested its
matunng positions at lower yields

Operating expenses grew by $655 million,
or 16 per cent, to 54,840 million The
INCrease In expenses was primarily on
account of staff costs as a consequence of
increased hires in the second half of 2009
In addition to flow-through impact, the
business continued to Invest N new
businesses such as equities The
moderation In own account Income N the
current year magnifies the negative jaws of
9 per cent Expense growth over a two-year
period 1s exceeded by ncome growth by

2 per cent as the volabiity in own account
Income Is normafised

Loan imparment fell significantly by

$643 mullion to $305 million as economic
condiions continued to improve Whilst a
significant portion of the impairment in 2003
arose In MESA, other markets such as
Korea, India and Other Asia Pacific (APR)
were also impacied Current year
provisioning was largely concentrated in a
few specific problern accounts The
portfoha continues to be welt diversified and
well collateralsed

Cther mpairment was lower by $18 muillion,
or 22 per cent, at $64 million This primarily
reprasents impairment on our ABS and
private equity portfolio As markets
improved, I enabled realisation of profits
on disposal

Operating profit Increased by $694 million,
or 17 per cent, to $4,770 million

Product performance

Lending and Portfolo Management ncome
increased marginally, by $19 mdhon, or

2 per cent, to $868 million with an increase
in lending balances and related fees offset
by margin pressure Whilst the first half saw
improved margins through re-pricing, the
latter half has seen a softening of margins
with year-on-year margins down 4 bps

Income from Trade grew 14 per cent with
higher assets and contingents of 28 per
cent partially offset by a 37 bps reduction in
marging Cash and Custody income also
continued to be impacted by margin
comprassion but continued success In
winning new mandates and the resultant
growth In average balances of 21 per cent
enabled the business to end the year with a
4 per cent (ncrease N Income

Global Markets iIncome increased by
$436 million, or 7 per cent, to $6,341 million

Within Global Markets, the Financial
Markets (FM) business, despite flat income
growth, continued to be the largest
contributor The FM business primanly
compnses sales and trading of exchange
and interest rate products and has over tha
past couple of years seen diversification of
Income streams with higher contributions
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Wholesale Banking
The following tables provide an analysis of cperating profit by gecgraphy segment for Wholesale Banking

2010
Asia Pacific
Middle
Other East Amenicas Wholesale
Hong Asia & Other UK & Banking
Kong  Singapore Korea Pacific India S Asia Africa Europe Total
$mulhon Smillion Smilion Srmillion $milkon Smuhicn $milhion Smdlhon Smilhon
Operating Income 1,384 1,010 640 1,687 1,531 1,476 865 1,386 9,979
Cperaling expenses {634) (602) (283) (885} (413) (537) {399) (1,087) (4,840)
Lcan impairment 2 - (87) (30) (23) {143) 5) {19) {305)
Other mparment 1 {n - (U] 3) (29) (5) {26) (64)
Operating profit 753 407 270 7 1,092 767 456 254 4,770
2009
Asia Padfic
Midde
Other East Ameticas Wholesale
Hong Asia & Other UK & Banking
Kong Singapore Korea Pacihc India S Asia Alnca Furopo Total
Senlhon Smilicn $milhen Srnilliory $milion Srilion milion S$rmullion Serillion
Operating Income 1,288 a57 559 1,605 1369 1,400 738 1375 9,291
Operating expenses (564) (504) (252) (732) 323) (496} 324) 890) 4 185)
Loan imparment {41) 3) (93 (155) (54) (526) (26) B50) {948)
Qther imparment 5 40 - 28 14 (10) - (79) (82
Operating profit 688 410 214 746 1006 368 388 256 4 076
Income by product I1s set out below
2010 2009 Y010 vs 2009
$million $nillion Betteriwor se)
Operating income by product %
Lending and Portfolio Management 868 849 2
Transaction Banking
Trade 1,467 1,289 14
Cash Management and Custody 1,303 1,248 4
2,770 2,537
Global Markets!
Financial Markets 3,303 3,311 -
Asset and Liabiity Management (AlLM) 912 963 &)
Corporate Finance 1,710 1,294 32
Principal Finance 416 337 23
6,341 5,905 7
Total operabing mcome 9,979 9291

1 Globyl Matkets comprses the Inllowing businesses Financidl M ukets goreign wxe hiarnge interest 1itg i other dunvatives cominodities aikd equies et capdal markels
syrelicalions) AlM Corpoiada Finark e {orporate advisory sinictuied trade tinare ¢ structured inane o and projec | and exportinaticd) and Poncip AT nanc e {oorpetats prvale
equily 1e4l ostate infrashuclhure ard altermalivy nvestments)

2010vs 2009

2010 2009 Batlot{worse)

Financiat markets operating iIncome by desk $million Sniltion %
Foreign Exchange 1,200 1,349 (11}
Rates 837 879 (5)
Commodities and Equities 411 389 33
Capital Markets 541 409 32
Credit and Other 314 285 10

Total Financial Markeis operating ncome 3,303 3,311 -

www standar dchartered comn St sndard Chattesed Annual Report 210 38




Wholesale Banking

from commaodity, equity and credit
derivatives FM sales and trading income
were adversely impacted by spread
compression, ncreased competition
and less volatile markets through most
of the year

ALM income was $51 million, or 5 per cent,
lower at $912 millon Positions put on at the
end of 2008 and early 2009 captured both
high fixed interest rates and wide credit
spreads Re-investment of maturing
positions In the early part of 2010 was at
lower yiekds in a low interest rate
environment Accruals have continued to
be lower with money market curves being
flat, especially in the United States and
Hong Kong

Corporate Finance Income was up

$416 milhon, or 32 per cent, to $1,710
milion with strong income growth acress all
products Much of the growth was in
corporate advisory driven by a number

of deals onginating across our key markets
In Asia and Africa and supported through
our global hubs in UK and Singapore

Principal Finance income was up $79
millien, or 23 per cent higher, at $418 milion
and benefted from investments as Asian
market prices rose resulting in valuation
gamns and gans on disposal

Geographic performance

Hong Kong

Income was up $96 million, or 7 per cent,
to $1.384 milion This was largely driven

by clent income, which grew 19 per cent
Growth was broad based and seen across
FM sales, Capital Markets, Lending and
Trade While Capital Markets saw good
pick-up i bonds, Lending and Trade saw
significant asset and volume growth that
helped offset margin compression This
helped mnimise the fall n ALM, which was
impacted by low re-investment yield
Operating expensas grew $70 million, or

12 per cent, to $634 million on account of
higher staff costs coupled with an increase
In infrastructure spends Working projit was
up $26 mithon, or 4 per cent, to

$750 mition  Loan impatrment was lower by
$43 millon compared with the previous
year, reflecting cur proactive risk
management processes and ongoing
refinement of underwnting standards
Operating profit was up $68 milton, or 9 per
cent, at $753 milkon

Singapore

Income grew by $53 million, or 8 per cent,
to $1,510 million driven by client income,
which grew 17 per cent benefiting from
Increased trade finance, a higher number
of corporate finance deals and increased
cross-border business Own account was,
however, mpacted by decreased market
volatiity and tighter margins and fell 32 per
cent Operating expenses grew by $98
midlign, or 19 per cent, to $802 millon Staff
costs constituted the majority of the
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Increase and were driven by the full-year
impact irom the previous year investment in
specialist teams In areas such as
commodities, options and interest rate
denvatives Much of the Increase in
headcount was reflective of Singapore
being a regional hub for the business
Premises costs also Increased as the
business moved to new and larger
premises to suppert the mcreased
headcount and business volumes with
resultant costs related to fit out and
maintenance Working profit fefi

$45 million, or 10 per cent, to $408 milion
Other mpairment of $1 million represents
provisions made against private equity
Investments, significantly lower than the
previous year's amount of $40 milion
Operating profit was marginglly lower by
$3 milion, or 1 per cent, at $407 million

Korea

Income grew by $81 million, or 14 per cent,
to $840 milllon On a constant currency
basis, Income was 3 per cent higher
primanly due to a gain on private equity
disposals Trade and Cash suffered from
margin compression In a iguidity surplus
environment but this was countered
through higher ALM income by the
proactive management of the structural gap
in a more favourable interest rate
environment Excluding the private equity
gan booked n the second half, own
account Income fell as a stable market and
INcreasing competition drove marging
down Cperating expanses were higher by
$31 milhon, or 12 per cent, at $283 million
On a constant currency hasis, expenses
rose 1 per cent, driven by flow-through from
previous year investments in starting
infrastructure expansion and costs related
to starting the securities business Working
profit was higher by $50 million, or 16 per
cent, at $357 millon On a constant
currency basis, working profit rose b per
cent Loan mparrment was marginally lower
at $87 mition, as compared with $93
milllon, and primarily related to ship buillding
exposures provided in the first half of 2010
Operating profit was higher by $56 million,
or 26 per cent, at $270 mihien Cn a
constant currency basis, operating profit
rose 13 per cent

Other Asia Pacific (other APR)

Income was up $82 mitlon, or 5 per cent,

at $1,687 million and was pamarily driven
by an increase in client Income and growth
in FM sales Income from Lending and
Trade helped offset the fall m own account
income Income n China fell 11 per cent

to $503 millicrs as clent income growth of
52 per cent was more than cffset by a
decline In own account iIncome and the
non-recurrence of private equity gans seen
In 2009 Income in Taswan fell 13 per cent to
$118 million despite client Income growth of
5 per cent, which was more than offset by a
fall in own account income Trade
performed particularly well as we leveraged
on the Mainland China-Tawan trade flows

www slandardehartered com

Malaysia ncome was up 12 per cent 1o
$272 millon as business sentiment
improved and client income benefited
through higher balances in Lending and
Trade Indonesia and the Philippines
delivered healthy income growth driven by
Corporate Finance Operating expenses in
Other APR were up $153 million, or 21 per
cent, to $885 milllon Expenses were driven
higher by staff and premises expenses and
flow-through from prior year investments
China operating expenses were up 33 per
cent to $335 millon Working profit in Other
APR was lower by 8 per cent at $802
millon Loan impairment was significantly
lower by $125 millien from $155 milion in
2009, dniven by an improving @conomic
environment Cther impairment is neghgible
In the current year and had recovenes
amounting to $28 million in 2009 related to
private equity sales Operating profit was
$25 million, or 3 per cent, higher at

8771 milhon China delivered an operating
profit of $165 milion and Tawan coninbuted
$56 millon Indonesia and Malaysia were
the other key proht contnbutors in this region

Indta

Income grew $162 millien, or 12 per cent, 10
$1,531 milion led by Capital Markets and
Cash Management, the latter benefiting
from significant average balance growth
that more than offset margin compression
Corporate Advisory continued to perform
welt by leveraging cross-berder financing
and deal structunng capabilites Cperating
expenses were up $90 million, or 28 per
cent, at $413 millon On a constant
currency basis, expenses were higher by
20 per cent largely driven by staff and
premises related costs, inflationary
pressures and investments, which related
to the setup of the equities busmess
Working profit was up $72 millicn, or 7 per
cent, at $1,118 milhon Loan mpairment
decreased $31 milllon, or 57 per cent, at
$23 million as the economic environment
improved Operating profit was up $86
milkon, or @ per cent, to $1,092 milion

Middle East and Other South Asia
{MESA)

income was up $76 million, or 5 per cent,
to $1,476 million with an increase n client
income helping to offset a fall In own
account income Chent income growth was
broad based with Lending, Trade and
Corporate Advisory reflecting increased
balances and steady margins and Islamic
banking continuing to be a focus area UAE
led income growth with an overall ncrease
of 11 per cent Oman and Bangladesh grew
income by 58 and 26 per cent, respectively,
dniven by lending growth and re-pricing
Bahrain saw a drop in Income as credit
appetite in the region reduced Islamic
banking, however, continues to be a
significant source of ncome Despite
business sentiment continuing 1o be
impacted by political and economic
uncertainty, Pakistan registered 12 per cent
growth MESA operaling expenses were up
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Wholesale Bankng

$41 milhon, or 8 per cent, to S537 million
reflecting staff and investment expenditure
MESA working profit was up $35 milkon, or
4 per cent, to $939 millon Loan
imparment was driven by a small number
of specific provisions The current year
charge ended at $143 million, down

73 per cent We continue to hold additional
portfolo provision coverage against
uncertainties In the regien Operating profit
more than doubled to end at $767 millon

Afnica

Income was up $127 million, or 17 per cent,
to $865 milion, driven by strong Corporate
Finance performance Trade and Lending
income increased on higher balances
benefiting from Asia trade flows coupled
with re-pricing  This increase helped offset
a drop n Cash income where average
balances could only partially make up for
margin comprassion Corporate Finance
henefited from landmark deals as we
continued to deepen client relationships
Ghana and Zambia led the way with strong
contributions from Trade, ALM and Rates
trading MNigena, Kenya and Uganda grew
on the back of higher Lending and rade
halances partly offset by the decline in
Cash due to margin compression
Qperating expenses were up $75 million,
or 23 per cent, to $399 million. reflecting
investments in people and infrastructure
Working profit was up $52 million, or 13 per
cent, to $486 milkon Loan impairment
remained low at $5 millon Operating profit
was up $68 mulhon, or 18 per cent, to $456
million

Americas, UK and Europe

This region continued to onginate and
support our clients’ cross-border business
within our footprint countnes Income was
marginally higher with a 31 per cent growth
n clent income helping offset a fall in own
accountncome Lending, Trade and Cash
saw balance Increases, countering margin
compression In Cash ncome The fixed
income business was impacted by
narrowing spreads and increased
competition ALM accruals were adversely
impacted by redeployment of maturities in
a low interest rate environment Operating
expenses were higher by $97 milion, driven
by Increases in staft and regulatory costs
Working profit fell $86 million, or 22 per
cent Impairment was lower by $31 million
or 82 per cent Other impairment was
lower by $53 million, or 67 per cent, at
$26 millcn Operatng proft remained
stable at $254 million

Growing solutions for
our clients

Aviation and shipping are among the
fastest-growing industries in our
footpnnt With the nsing demand for
financial solutions In these ndustries,
Standard Chartered continues to
suppeort its clients by expanding our
Structured Finance offering

Structured Finance is a leading provider
of lease-based and asset-based
financing scluticns to our key arrne and
shipping clients

fn 2007, the Bank acquired Pembroke
Capital, further broadening our product
solutions to Include aviation based
operating lease solutions Today, we
count Singapore Airines, Air China,
Cathay Pacific, and Kerean Ar among
our clentele With a full set of capabilties,

For further iInformation
you can viait
www slarvlardcharter d coin

www standardchartered com

we have also deepened our relationship
with clients, such as Tiger Arways, with
which we are working closely to help
fund its rapid flest growth

Throughout the recent shipping crisis,
Standard Chartered remained fully
committed to our shipping clients and
continued to finance therr requirements
As we continue furthering our support
and establishing deeper relationships
with key shipping clients, we extended
our services to Include operating lease
solutions far shipping assets 1n 2010

The Bank's key shipping clients include
the world’s leading container lines

and shipping companies, as well as
commodity traders and end-users

The new platform complements the
existing strong set of financing solutions
for our clents, Including asset-backed
debt financing, finance leases and
Islamic financing, and enables the Bank
to offer solutions across our clients’
capiat structures

Standjardd Chartered Annnal Beport 2010
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People

Focusing on our culture and values

to drive engagement

In 2010, our people strategy remained consistent
and focused on sustainable high performance

Our highlights in 2010

» Increased the engagement of our employees, moving
from 4 03 to 4 21 on a scale of 1 to 5 0 our annual Gallup
Q'? Employee Engagement Survey

* Maintained an impressive retention record for leaders
and high-performing individuals, with an average
attntion rate of less than 1 5 per cent

» Implemented a new, transparent online system for
managing individual performance

¢ Doubled our iInvestment in learning and development
to over 550 million
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Our priorities for 2011

+ Increase our focus on attracting and retaining talented
employees In our key strategic markets, such as Greater
China, Korea and Afnica, by offering more opportunities
for training and development

+ Enhance our distinctive culture by giving our employees
practical guidance on how to live our values and
establishing an even closer link between values
and reward

* Embed our Here for good brand promise into the tools
we use for recruiting new staff and helping them adapt
to our ways of working

*» Build on our efforts to ensure that we offer our
employees competitive rewards, while complying
with evolving regulation and maintaining control
of cost and risk
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Paople

Traiming leaders in finance
Standard Chai teied puls significant efiors mlo developng
leadership capabiliies across our markets

Employees

85,231

Number of nationalities
represented globally

129

Proportion of new leaders
recruited internally

64%

Female representation
gicbally

45%

Qur approach

We employ over 85,000 people,
representing 129 nationalities, working
across 71 markets We pride ourselves
on being a truly diverse crganisation,
combining an international footprint with
in-depth local understanding Our
pervasive sense of shared values helps
us feel and behave as one team across
our different markets and business
functions Wherever we are, our
ambition remains one and the same to
work in partnership with our clients to
provide solutions that meet their needs
This unique culture 1s a strong
competitive advantage for the Bank

Focusing on our culture and values

Our distinctive culture 1s the reason why
chients and customers choose to bank with
us It s why employees want to Jjoin us and
stay with us Qur five core values are at the
heart of our culture At all imes we aspire
to be

« Courageous — standing up for what
we beheve s nght

* Responsive — delivering thoughtful,
timely solutions

* International — valuing diversity and
collaborating as a team

* Creative — continuously improving
the way we work

* Trustworthy - being reliable, open
and honest

Our brand promise, Here for good,
reaches out to all our stakeholders,
including our employees, through a simple
and compelling promise [t says who we
are, what we stand for and what makes
us different

Here for good captures our genuine

commitment to our custormers and clients,
our staff and the communities where we

www slandat dehartered com

operate, our focus on consistently doing the
right thing and acting responsibly, and our
am to continually lead the way across Asia,
Afnca and the Middle East It has raised the
Bar on how we demonstrate our values
through our everyday business actiity

This year, we have stepped up by
embedding our values further into our
processes for managing individual
performance For example, we have
established a clearer link between
performance and reward and how our
people live our values Using our new online
performance management system, all our
employees are asked 10 assess ther own
performance agamnst our values This
assessment 1s then reviewed by ther kne
manager as part of the basis for
deterrminng their annual reward

Cur Consumer Banking Customer Charter
reflects Here for good, cur brand promise
In 2010, ta support the rall-out of the
charter and help our employees live up to
the brand promise, we faciitated over 1,500
one-day workshops, reaching 92 per cent
of our Consumer Banking staff globally

In our Wholesale Banking business, we
conducted interviews with over 50 internal
leaders and major clients, and held focus
groups for more than 220 employees N
nine markets, to find out how we can
deepen the understanding of our unique
approach to business We also held team
discussions, talking aboui how we bring to
hfe our culture In the choices we make

In both businesses, we are integrating our
values further into the matenals we use to
attract people to the Bank Our onentation
material for new staff incorporates case
stuches that explore how we live the values
This ensures we attract people who have
an affinity for our culture, and help them
understand what our values mean to the
way we work every day
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Buillding our leadership capabilities

In the last two years, our leadership
population has grown over 40 per cent,
with almost two-thirds (64 per cent) of new
leaders coming from nside the Bank

This Indicates the level of eftort we put

into developing our leadership capabilities
across the business

We aim to have possible successors in
place for all of cur leaders Succession
plans for our top executives are reviewed
on behalf of the Board by our Nomination
Committee iwice during the year, and this
process I1s replicated through all senior
management levels This helps us to ensure
that aur high-performing employees are
fully prepared for opportunities as they
become avalable

All our leaders receive one-on-ene
coaching and team support, provided by
in-house leadership coaches In 2010, we
supported over 180 leaders and 30 senior
teams and provided targeted coaching for
newly-hired senior leaders during ther first
100 days with us

In addition, we have a special development
programme for our most senior leaders,
Leading the Journey The programme
provides a forum for senior leaders to come
together across markets and functions to
discuss I1ssues attecting our business

This helps ocur most senior leaders work
together as a gohesive group and
demonstrate Group-wide leadership

going beyond ther ndwidual functions

Growing our employee engagement
The commitment of our employees 1s
fundamental to cur businass success

We track our employee engagement
annually, using the Gallup Organisation'’s
Q¢ Employee Engagement Survey In 2010,
based on a response rate of 98 per cent,
this showed a significant increase from
403104 21 onascalecf 1tab Alofour
major markets, including Hong Kong,
ndia, Taiwan, China and Singapore,

saw Increases n thelr scores
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The increase In our employes engagement
score was due in part to a planned and
concerted effort to strengthen cur
management culture Country and business
leaders encouraged line managers to place
more emphasis on staff development, both
formally through cur performance
rmanagement process, and mtormally in
everyday conversations Teams were also
encouraged to integrate ther action plans
for Increasing employee engagement into
ther overall business strategies

Supporting our business growth

Qur business functions, such as Finance
and Risk, play a vital role in supporting our
growth and ensuring that we demonstrate
good governance and comply with current
legistation In 2010, we undertook a
thorough evaluation of these functions to
assess whether they have the necessary
structures, processes, systems and people
capabiliies in place to support our
long-term chjectives The evaluation
concluded that our functions are well
positioned to mest both the current and
future needs of the businesses However, it
also identified opportunities for further
improvement, such as ways In which to
adapt certain functions so that they may
expand more seamlessly as the business
grows In 2011, we will focus on
implementing these recommendations

Enabling Diversity and Inclusion
Diversity and Inclusion (D&1) 1s embedded in
our values and forms an inherent part of our
brand and culture We strive to offer all our
people an Inclusive and supportive
environment N which they feel valued and
appreciated for who they are and what they
bring to the Bank This year, in our annual
emplcyee engagement survey, we achieved
an increase N our Inclusiveness score from
4i3t0428onascakof1to5

Wae strongly encourage gender diversity,
with women represeniing 45 per cent
of our staif in 2010 During the year

we continued to develop our female
leadership talent For example, we
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expanded our signature Women in
Leadership Programme for high-performing
women (N middle management into nine
markets across Asia, Europe and the
Americas When surveying participants
after the programme, we found a 21 per
cent ncrease In those feeling able to
articulate theirr ambitions and a 24 per cent
increase In those who said they were clear
on the steps required to achieve therr
aspirations 97 per cent of participants sard
they aspired to become senior managers

In 2010, we also ntroduced special
employee networks for D& Launched In
numerous markets, including China, Korea
and the UAE, these networks provide an
important additional source of social
support and guidance for our employees
Through online discussions and targeted
events, employees learn from each other by
talking about ther expenences To date,
four kinds of employee networks have been
formed, including networks for female
employeas, for people working
internationally, for parents and carers,

and for spouses and partners

Performance and reward

Our performance and reward polcies

are designed to drive our business strategy
and reinforce our values The Group I1s
committed to an extremely high level of
governance and is supportive of the
Financial Stability Board's principles on
sound remuneration practices During 2010
we enhanced our existing reward policies
and processes in a number of ways

We introduced a new global online system
for managing indwidual performance,
which 1s more disciplined and transparent
than our previous paper-based system
Using the new system, 88 per cent of our
employees in 2010 had clear and approved
objectives to guide their performance
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Creating long-term vatue for our
shareholders I1s our core business objective
We recognise the importance of long-term
performance and have struciured our
performance and reward packages
accordingly In 2010, we increased the
deferred proportion of the vanable
compensation that we awarded to our staft
This followed an ongoing raview of our
deferral polcy

During the year, n addimon tc the deferral
policy review, we assessed the reward
structures 1n other specific areas of the
business As aresult, some employaes in
Wholesale Banking saw ther packages
rebalanced from vanable to fixed pay The
aim of this rebalancing — which was in line
with advice fram the Financial Stabihty
Board — was to ensure that our
compensation structure guards against
excessive rnsk-taking, while remaining
competitive

We have also enhanced our claw-back
pohcy, which specifies that, n certamn
circumstances, deferred awards will not
vest From 2010 these circumstances relate
not anly to the restatement of our financial
results, but could also apply where an
employes has caused a material 1oss as a
result of inappropnate behaviour Fer further
information on our remuneration policy,
please refer to our Directors remuneration
report on pages 106 1o 125

Strengthening our employer brand

We rely on our employess to keep our
brand premise to be Here for good in ther
interactions with each other, with
customers, with clients and with
communities In 2010, to support the
launch of Here for good, we articulatad
clearly what the brand promise means for
our employees, by outlining both what we
offer our people and what we expect In
return Our annual employee engagement
survey showed a high degree of
understanding of what our brand stands for
and what makes it different from our
competitors Qur score in this area was
440onascaleof 105

In 2011, to strengthen our employer brand
even further, we will be reviewing our
pecple processes, starting with how we
attract and select new employges We will
refresh our recrutment websites and
update our selection tools, including how
we interview far senior roles

Our sound performance during the financial
crisis significantly strengthened our
attractiveness as a prospective employer
Between 2004 and 2010, we more than
doubled the number of people we employ
to over 85,000

We actively encourage international
moklity, for example through our
International Graduate Programme and
targeted talent programmes across regions
These programmes support our growih I
some of the world s fastest growing
markets, while helping to develop our junier
talent by giving them nternational
experence early on in ther careers

Summary

In 2010, our people strategy remained
consistent and focused on sustanable high
parformance We delivered on cur
objectives, by further increasing our
employee engagement, by strengthering
our leadership capabilities and by rewarding
our employees not only for what they
deliver, but also for how they deliver it
Supperted by the launch of our brand
promise, Here tor good, we renewed our
focus on culture and values, enhancing our
distinct competitive advantage

www stundardcharterad com

Encouraging gender diversily
IN 200 we taurched Diversity and Incusion netwoeks i
China Korea and the UAE
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Sustainability
Our social and economic impact

We believe that by doing things the right way,
banks can be a powerful force for good

The last few years have been
testament to Standard Chartered’s
unwavering commitment to
sustainabihty Through the financial
crisis and changing political and
regulatory environments we have
stood firm in our commitment to
building a sustainable business as a
bank, delivering value to our
customers and shareholders whilst
contnbuting to the communities 1in
which we live and work

In 2010 we lent more, making a vital
contribution to economic growth, we
continued to place our sustainability
agenda at the core of the way we do
business, we stepped up our efforts to
measure our Impact on markets where
we operate and we invested more N
our communifies

We passionately believe that by doing
things the nght way banks can be
powerful contributors to eccnomic
progress In societies We aim to have a
positive impact in three ways by
contnbuting to the real economy, by
prormoting sustainable fimance, and by
leading the way In our communities

Standatd Chat e red Anral 13 port 2010

We're proud of what we have achieved in
2010, proud of whare we're going

We have a clear and consistent strategy
to be the best international bank, leading
the way In Asia, Alnca and the Middle
East, we have a distinctive culture with
strong, shared values, and we remamn
committed to bulding a sustanable
husiness, creating long-term valus for
our shargholders, working in partnership
with our clients and customers, and
hawving a positivé social and economic
impact in the communities we live

and work

Peter Sands
Group el Execulive

www standardchartered com
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Sustamability

Seettig) 13 Balieving

Through our global progrumme o tackle avoicable
blindnuss we have restoied sight for thousands of people

Small and medium-sized enterprses

o maskets

ncluding young Farouk from Nigetia

SMEs are key chivers of growlh and employment actoss

Our approach

We believe that a bank can be about more than the profits
It makes As an international financial institution, by doing
things the nght way, we can have a positive social and
economic impact on the markets where we operate We
remain committed to building a sustainable business,
simultaneously creating value for our shareholders,
supporting our clients and customers and contnbuting

to the communities where we live and work

Our sustainable business priorities

www staivlardehattered com

Our prioriies in 2011

* Build on our work to measure our soctal and
economic impact

Continue to widen access to finance along the
agricultural supply chain, supporting economic growth
and food security

* Increase our employee volunteering days to 57,000,
including targeted skills-based volunteering

Arrange for all existing and new Consumer Banking
employees to complete eLearning on our
Customer Charter

Roll out sustainable finance traning to Wholesale
Banking employees

Sustain momentum in employee engagement, focusing
on our culture and values

Reduce annual paper consumption per full-time
employee from 30kg to 25kg

Continue to reduce our energy and water consumption
n line with our long-term targets

Standard Ch arlered Annval Repoart 2030
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Sustamahility

Sustainabie finance I1s fundamental to our am of creating
long-term value for our shareholders while having a positive

Key highlights

14

lending positton
statements wnplemented

129

nationalities represented
across our business

315%

Increase In paid volunteering
leave taken by our employees

$4.98bn

mobilised towards the
renewable energy market

4.8 million

lives impacted by our
microfinance business

44  Standard Chartered Annnial Repon 2010

impact on communities

20 milhion

beneficiaries of essential eye care
through Seeing 1s Believing

1.6 million

people educated on HIV/AIDS

300,000

small-scale armers benefiting from
agricultural finance deal in Zambia

65,098

employees completed anti-money
laundenng eLearning

36%

of Consumer Banking statements
delivered electronically,
saving 10,800 trees

www slarnkdardcharlered com
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Sustamabihly

Contnbuting to the real economy

We beleve that by doing things the nght
way, banks can‘be a powerful force for
good in society Our aim s to promote
sustanable growth i the real economy,
through our core business of banking

Millions of pecple across our foctprint are
etther unbanked or severely under-served
by financial institutions, restricting their
economic actmty Widening the access

to finance Is a core part of our strategy

to have a positive Impact on communities
We focus on offering relevant products
and services that we understand fully to
clients and custormers with whom we have
deep relationships

Financial crime can erode the positive
contribution of banking to the real economy
and affect our business performance We
have a long-standing commitment to
preventing our products and services from
being used for cnminal financing actvity

Access to finance

We continue to support small and medium-
sized enterprises {SMEs), which are key
drivers of growth and employment across
our markets Agan this year we iIncreased
our SME lending substantially We also
launched new products and services,
tallored spectfically to meet the needs of
these wital companies

Microfinance 1s key to our am of
extending basic banking services tc
more people In 2010 we provided

$180 millon to microfinance institutions
Since 2005, we have provided a total of
more than $720 milion to 70 microfinance
institutions, iImpacting the lives of arcund
4 8 millon pecple

in Africa we developed innovative solutions
that helped widen the access to finance for
agriculture We prowvided a structured
finance warehouse deal n Zambia,
benefiting arcund 300,000 small-scale
farmers by enabling them to receive a far
prce for their crop

Responstblae selling and marketing
Video conferencing aflows customers to consult with

specialists who inay nol be available at the branch

Our performance

Our core objective in bullding a
sustamable bustness is to create
long-term sharehcelder value

We have an ongoing engagement
programme with socially responsible
investors and researchers Our
sustanability performance 1s also
evaluated by rating agencies and
indices specialised in the socially
responsible investment market,
including

In 2010 we were included In the Dow
Jones Sustainabiity World Index (DJSI
World) The DJSI evaluators noted our
strong performance n stakeholder
engagement, human capital
developrment, nsk and cnsis
management, financial nclusion and
cimate change governance

Providing solutions to poputations with very
specific finance needs 1s a key part of our
agenda Standard Chartered Saadiq, our
Islamic banking brand, was voted Best
Islamic Investment Bank by Global Finance
this year Since 2005, we have arranged
more than $34 billion of Islamic financing for
our clients

We also continue to reach more people
through new distribution channels, such
as mobile banking In Afnica, for example,
we partner with telecommunication
providers in several markets to enable
people 1o use their mobite phones for
payments and transfers, whether or not
they hold a bank account

Responsible selling and marketing

We focus on clients and customers, not
products Our determination to treat chents
and customers farly and respaond to ther

www standardehartat ed com

Accass tofinance
Wilh appropuiale access ke hnanco 1he agricultue sector
can make a sigrificant conlribution 1o global tood seaunty

We are Iisted In the FTSE4Good index,
which has been designed to measure the
performance of companies that meet
globally recognised corporate
responsibility standards

Qur success In managing our
environmental impact has been
recognised by the Carbon Disclosure
Project (CDP), which promotes
awareness of business mplhcations of
climate change Qur work in 2010 placed
us in the FTSE 350 CDP Leadership
Index and FTSE 350 CDFP Strategy Index

real needs s firmly embedded in our
responsible selling and marketing practices

In 2010 we rolled out our Consumer
Banking Customer Charter, our
commitment to needs-based selling and
service excellence We also increased the
number of complaints resolved within 48
hours by 14 per cent

In Wholesale Banking, we maintained our
focus on deepening our client relationships
and investing in staff traning to ensure that
our employees fully understand the
products we sell We aim {o be the core
bank for more of our clients, providing
relevant solutions for their needs, from
commercial banking to strategic sclutions
We demonstrated that we continue to stand
by our clients when times get tough, using
our capital and hquidhty to support them
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Sustanabilily

To create long-term value for our shareholders, we must help
address some of the critical environmental and social Issues that
affect the communities where we live and work

Tackling financial cnme

We are commitied to combating money
laundering, terronst financing, fraud,
bribery, and market abuse [o guard
agamnst the risk of financial cnme within our
business, we focus on training our
employees, strengthening cur scresning
systems, and ensunng that our policies and
procedures are comprehensive and
up-to-date

This year we upgraded our Norkom
monitoning system by adding additional
detection scenarios, Increasing our
capability to detect and pravent money
laundenng We also invested significantly n
tools to identify market abuse and to tackle
fraud, particularly e-crime

The vigllance of our employees 1s
paramount te our success In fighting
financial cnme in all its forms  This year we
trained over 65,000 people In anti-money
laundering procedures Qur internal
Speaking Up programme 1s now supported
In 14 different languages, avatable to staff
through the Internet and by telephone

Promoting sustainable finance
Sustainable finance 1s fundamental to our
aim of creating long-term value for our
shareholders while having a positive impact
on communities Our approach s to
manage the environmental, sccial, and
governance f1sks that come with our
financing decisions, working with our
clients to encourage progress towards
internationat standards

Cur sustanability nsk management
framework was first estabhshed n 1997
This year, we focused aon embedding it
more deeply into our financing, while
expanding It to cover more areas

Qur 14 position statements — including a
new statement on water added this year -
guide our approach to providing financial
services to chents who operate In sensitive
business sectors or face specific 1Issues
Together with our commitment to the
Equator Principles on project finance, the
statements prowvide the bedrock of our
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Our mpact In Ghana

We want to have a positive social and
economic Impact on the communities
where we operate This year we
commissioned an independent study
of our impact in Ghana - the first ina
series of such studies to help us
understand our contribution and how
we can deepen it

In 2009, we provided Ghanaian
businesses, consumers and gavernment
agencies with nearly $800 million of
financing, more than any other
commercial bank But our contribution
goes far beyond the provisicn of credit

As an international bank, we help support
Ghana's economy by using our global
footpnnt to Increase trade and investment
flows, we support chients in reaching
international environmentat, social and
governance standards, we spur innovation
through the launch of new products, we
Improve access to finance, and we
prowide world-class employment
opportunities and traming

For tirther information
you can visit
www standardeh utorced com

www stanciardcharterod com

Highhghts of the study include

* Contributing to the economy our
impact amounted to $400 milion of
value-added in 2008, equivalent to
2 6 per cent of Ghana's GDP

Connecting Ghana to world markets
we lent $193 million as trade loans
mn 2009

Supparting SME growth we provided
$17 2 milhon to SMEs in 2009

Generating employment our activities
supported around 158,000 jobs in
2009, approximately 1 5 per cent of
Ghana's workforce

*

Delivering financial nnovation we
were the first bank to provide
commodity, interest rate and
currency hedging

Developing human capital four
banking CEOs in Ghana are alumni
of Standard Chartered




Business review

Sustanability

sustainability nsk management approach
To ensure that our standards are applied
robustly across our markets, we have
refined the tocls we use to evaluate our
clients pertormance

We recognise that as a responsible
financier we should not confine
sustainability nsk management to a narrow
range of products While the industry nerm
1 to follow the Equator Principles on project
finance only, we have extended our
environmental, social and governance
standards to lending, debt and equity
advisory and principat finance transactions

Our determination to promote sustainable
finance means we also work hard to capture
the opportunities represented by the
renewable energy and environmental
finance sector At the end of 2010 we had
reached $4 98 billton of our commitment
under the Clinton Global Initiative to mobilise
$8-10 billion towards all segments of the
renewabla energy market Meanwhile, we
have established a specialised eguity
research desk, reinforcing our environmental
finance capabilities

Leading the way in communities

To create long-term vatue for our
shareholders, we must help address

some of the critical emvironmental and scaial
issues that affect the communities where
we Iive and work Qur pecple are crucial to
this effort We take seriously our operational
impact on the environment and empower
our employees to help minimise our footprnt
through ther everyday business actvity Our
community Investment programmes focus
on generating high social returns and
strengthening the economic health of our
markets Employee volunteernng s at the
heart of our commitment to play an active
role in tackling the challenges faced by
disadvantaged populations This year

our staff donated 49,050 days of pad
volunteerng leave to the community, an
increase of 315 per cent on 2004

Employee volunteenng
Employes voluntears help out at an eye scresming
programme at a local school In Shanghat

Great place to work

Cur people are crucial to the delivery of our
sustainable business model In our
continuous drive to make the Bank a great
place to wark, we focus on attracting the
hest talent irom across our footprint and
enhancing employee engagement For us,
high perfarmance 1s not just ahout
generating large profits, 1t 15 also about
lving cur values, demonstrating the many
ways that we are Here for goed Since
2001, we have measured our employee
engagement through an intarnal annual
survey, The Gallup Crgarisatien's Q"
Employee Engagement Survey This year
saw a significant increase in engagement
across our business, moving us from
408to 4 21 onascaleof {105 We aso
progressed on our targets for diversity
and inclusion, ensuring employees
continue to feel valued and appreciated
for who they are

Protecting the environment

We operate In many countnes vulnerable 1o
environmental challenges, mcluding the
effects of cimate change Rather than
simply continuing current business
practices, we work to inspire and
encourage our employees, clients and
customers to minmise ther environmental
footprnint This strategy 1s supported by
senior management on our Group
Enwircnment Committee and implemented
through our network of Country
Envirenment Co-ordinators This year we
continued our drnive for more efficient use
of resources in our offices In our larger
premises over 20,000 square teet — around
halft ot our giobal property portfolio - we
recdluced carbon enussions by 6 per cent
and water consumption by 21 per cent,
both per full-time employee We were proud
this year to be included in the FTSE 350
Carbon Disclosure Project (CDP)
Leadership Index and the FTSE 350 CDP
Strategy Index This recogrises our
achieverments In managing our use of
energy and travel
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Protecting the environmant
In 2010 we reduced carbon e missions by b per cent and
waler censurnphion by 21 pet cenl in our larger premises

Community investment

This year we made great strides in
expandng our global community
Investment programmes, mesting - and

N SOMe cases exceating — our targets
Seeing 1s Beleving 1s a global collaboration
to tackle avoidable blindness across our
markets Launched in 2003 as a simple
staff-lec! intiative to raise encugh monay for
28,000 cataract operations, the programme
has evolved rapdly In 2008, having already
raised $17 milon we committed to invest a
further $20 milkon to reach an additional

20 milion people by 2014 As of 2010,
thanks to the Bank matching contributions
dollar for dollar, we have reached 79 per
cent of that target By 2014, we will have
raised a total of $37 milion since the
programme's inception, impacting over 38
milion people

Living with HIV, our workplace education
programme, reached its target to educate
ane milllon people globally about HIV and
AIDS Launched in 1999, our network of
over 1,000 staff volunteers and partner
organisations have defivered HIV education
to over 16 million people - 970,000 this
year Pledges from partners to deliver their
own education programmes now total

23 milion

Goal, launched in 2008, uses sport,

Ife skills and financial education to help
transform the lves of adolescent grrls
around the world Reaching only 70 girls in
the first year, Goal now spans four different
countnes, changing the lives of 12,000 girls
this year alone Operating In cities across
China, India, Jordan, and Nigena, Goal
ams to reach 100,000 grrls by 2013

In 2006 we also joined forces with five other
donors to launch Nets for Life and distnibute
one mithon long-lasting tnsecticide treated
nets across 15 Afncan countries We
committed a further $5 mithon in October
2008 to provide five milllon more nets by
2013 Thus year 3 7 million nets were
distributed and over four milion people
recewed information on malana prevention
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Risk review
Managing risk responsibly

Standard Chartered has a diversified portfolio.
We have a robust risk governance structure and
an experienced risk team. Our balance sheet

and liquidity remain strong

Risk profile

Dwversified portfolio
» No individual market accounts for more than 20 per cent of
our lcans and advances to customers or operating income

* Qur exposure to asset backed securities (ABS), commercial
real estate, and leveraged loans i1s non-matenal from a
Group perspective, and we have low exposure to
sovereigns and banks in Portugal, italy, Ireland, Greece
and Spatn

» More than 75 per cent of Consumer Banking assets are
secured and more than 65 per cent of Whelesale Banking
loans and advances are short-term

Strang liquidity position
* We have a strong advances-to-deposits ratio

» We remain a net provider of liquidity to interbank markets

* Qur customer deposit base 1s diversified by type
and maturity

« We have a substantial portfolio of iquid assets that can be
reahsed If a hquidity stress occurs

Robust risk governance structure

and experienced senior team

* We have a clear statement of nsk appetite that is approved
by the Board and sets the nsk parameters within which our
businesses operate

* We have a very experienced senior risk team and our tisk
committees are staffed by the Group's most senior leaders

* We have a robust nsk management framework that
assigns accountability and responsibibty for the
management and control of nsk
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Principal uncertainties

* Deteriorating macroeconomic conditions
in footprint countries

* Changes in regulations and laws
* Financtal markets dislocation

+ Geopolitical events

* Fraud

* Exchange rate movements




Business review

Risk reviaw

The following parts of the Risk Review
form part of the audited financial
statements from the start of the Risk
management section on page 52 to the
end of the Operational risk section on
page 77, with the exception of the Asset
backed securnities section on page 69

Risk overview

2010 has seen an upturn n the global
economy but the pace of recovery has
been uneven Growth in our footprint
markets has been bucyant and although
there has heen a slowdown in the second
half of the year, Asia, Afnca and the Middle
East are still strongly cutperforming

the Wast

QOur preactive approach to nsk
management enabled us to take steps early
on in the global financial crisis of 2008-09
to reshape our portiolios and tighten
underwriting standards, which helped tc
mitigate the mpact of market turbulence on
our performance In 2010, we have
mantained cur cautious stance but have
selectively Increased our exposures in
certan markets to capitalse on improved
market conditions Our balance sheet and
hiquidity have remained strong throughout
the year, and we are well positioned

for 2011

Standard Chartered has a defined nsk
appetite, approved by the Board, whichis
an expression of the amaount of nsk we are
prepared to take and plays a central role in
the development of our strategic plans and
policy We also regularly conduct stress
tests to ensure that we are operating within
our approved rnisk appetite

Our lending portfolio 1s diversified acrass

a wide range of products, ndustries and
customer segments, which serves to
rmitigate nsk We operate in 71 markets and
thera 1s no single market that accounts for
mcre than 20 per cent of loans and
advances 1o customers, or operating
income Cur cross-border asset exposura
1s diversified and reflects our strategic focus
on our core markets and customer
segments Approximately 50 per cent of our
loans and advances to customers are of
short matunty, and within Wholesale
Banking more than £5 per cent of loans
and advances have a tenor of ane year or
less More than 75 per cent of Consumer
Banking assets are secured

We also have low exposure to asset classes
and segments cutside of our core markets
and target customer base Our exposure to
Portugal, ltaly, Ireland, Greece and Spainis
less than O 5 per cent of cur total assets,
and our exposure to sovereign debt in
these countries 1s neglgble

Qur commercial real estate exposure
accounts for less than two per cent of cur
total assets Our exposure to leveraged

loans and to asset backed securities (ABS)
each account for approximately O 5 per
cent of our total assets

Market risk 1s nghtly monitored using
Value at Risk (VaR) methodclogias
complemented by sensitivity measures,
gross nominal imits and management
action triggers at a detalled portfolio level
This I1s supplemented with extensive stress
testing, which takes account of more
extremme price movements

Qur higuicity n 2010 benefited from
continued good inflows of customer
deposits, which helped us to maintain a
strong advances-to-deposits ratio Liquidity
will continue to be deployed to support
growth eppertunities in our chosen
markets We manage mulhi-currency
hiquichty in each of our geographical
locations, ensuring that we can meet all
short-term funding reguirements and that
our balance sheet remans structurally
sound We are a net prowider of iquidity to
the interbank money markets

We have a well-established risk governance
structure and an experienced senior team
Members of our Group Management
Committee sit on our principal risk
committees, which ensure that risk
aversight Is a critical focus for all our
directors, while common membership
between these committees helps us
address the inter-relationships between

nsk types

In March 2010, the Audit and Risk
Committee was split Into a Board Risk
Committee (BRC) and Audit Committee, to
align with the recommendations of the
Walker Review Also as of March 2010, the
Group Chief Risk Officer (GCRO) reports to
the Group Finance Director and to the BRC

Since 1 January 2008, Standard Chartered
has used the advanced Internal Ratings
Based {IRB) approach under the Basel |l
regulatory framework to calculate credit sisk
capital The UK's Financial Services
Authority (FSA) has granted Standard
Chartered CAD?2 internal model approval
covering the majonty of intarest rate and
foreign exchange nsk as well as markat risk
ansing frorm precious and base metals,
energy and agricultural trading Positions
outside the CAD2 scope are assessed
according to standard FSA rules

Risk performance review

During 2010, credit conditions continued
to improve Both husinesses saw
significant reductions in total impatrment
provisions compared with 2009 as
macroeconomic conditions strengthened
N our footprint countries

In Consumer Banking the total loan

impairment N 2010, as a percentage of
loans and advances to customers, was

www slandardcharter oo com

less than half the 2009 charge The
Improvement in impairment was also
supported by a disciplined approach to
nsk management, pre-emptrse actions
taken to reduce the nisk in certain parts
of the portfolio and continued Investment
in collections infrastructure to minimise
account delinquency While there was
improvement across alf our markets and
products, Tawan, India and the UAE, n
particular, significantly reduced their
imparment provision charges

In Wholesale Banking there was a
substantial reduction in the level of
provisions in 2010 after the increase
expenenced in 2008-2009 Portfolio
indicators trended positively throughout
the year In the Wholesale Banking book,
reflecting the mproved credit environment
In our footprint However a number of
provisions werg taken agamst corporate
custemers in a range of Industries in the
Middle East and Korea

Total average VaR declined in 2010
compared with 2009 [his decline was
primanly due to lower non-trading ook
VaR, and reflected a decrease In the
volatiity of credit spreads that had
Increased sharply after the collapse of
Lehman Brothers in September 2008
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Rigk rovigw

Risk Description Mitigants

Detencrating + Deteriorating macroeconomic conditions + We balance nsk and return taking account of
can have an Impact on eur performance changing conditions through the economic cycle

macroeconomic via therr influence on personal expenditure

* We monitor econcmic trends in our markets very
closely and continuously review the suitability of our
nsk policies and controls

conditions In and consurnption patterns, demand for

business products and services, the debt
fOO'[pI’II’It countries service burden of consumers and
businesses, the general avalabifity of credrt
for retall and corperate beorrowers, and the
avalability of capital and liquigiity funding
for our business

Changes N = The nature and impact of future changes n  * We keep a close watch on key regulatory
r egul ations economic policies, laws and regulations developments in order to anticipate changes and
are not predictable and may run counter to ther potential impact on our performance
and laws 2&%2?5;;22?2???/0-&3:3 ,;C\Edar;.%i? dity * Both unilaterally and through our participation in
of financial markets, and mere generally Incustry forums, we respond to consultation papers
the way we conduct business and manage and discussions INitated by regulators and
capital and liquicity governments The focus of these is to develop the
frarmework for a stable and sustainable financial
sector and global economy
Financial » Hinancial market vofatiity or a sudden * We assess carefully the performance of our inancial
markets dislocation could attect our performance, nstitution counterparties, rate therm nternally
through its impact on the mark-to-market according to therr systemic importance, adjusting
dislocation valuations of assets in our avallable-for-sale our expasure accordingly
gggltt;?glrnhgqﬁ%rltx)llos or the availability of = Wa maintain robust sutabiity and approprateness
processes
* Financial market nstabilty also
increases the likelhcod of default by
our corporate customers and financial
Institution counterparties
GGODOIIUC8| » Wa face a rnisk that geopolitical tensions * We actively monitor the political situation in all of our
events or conflict in aur footpnng could impact principal markets, and conduct regular stress tests of
trade flows, our customers’ ability to pay, the impact of such events on our portfolios, which
and our ablity to manage capital inform assessments of sk appetite and any need to
across borders take mitigating action
Fraud ¢ The rnisk of fraud and other criminal = We have a bread range of measures in place

activities 1s growing as cnminals become to monitor and mitigate this nisk
more sophisticated and as they take
advantage of the Increasing use of
technology in society

Controls are embedded in our polcies

and procedures across a wide range of

the Group's activities such as onigination,
recruitment, physical and information security

Exchange rate
movements

Changes in exchange rates affect the value ¢ We actively monitor exchange rate movements and
of our assets and labilities dencminated in adjust our exposure accordingly

foreign currencies, as well as the earmngs
reported by our non-US dollar
denominated branches and subsicdiaries

Under certain circumstances, we may take the
decision to hedge our foreign exchange exposures In
arder to protect our capital ratios from the effects of
Sharp currency movements can aiso changes in exchange rates

impact trade flows and the wealth of

clients, both of which could have an impact

on our performance

*
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Business review

Risk review

Pnncipal uncertainties

We aren the business of taking setected
nsks to generate shareholder value, and we
seek to contan and mitigate these rnisks to
ensure they remain within our risk appetite
and are adequately compensated However,
nsks are by therr nature uncertain and the
management of risk relies on judgments
and predictions about the future

The key uncertainties we face in the coming
year are set out below This should not be
regarcled as a complete and comprehensive
statement of all potential nsks and
uncertainties that we may expenence

Deteriorating macroeconomic
conditions n footprmnt countries
Macroeconomic conditions have an impact
on personal expenditure and consumption,
demand for business products and
services, the debt service burden of
consumers and businesses, the general
avallability ot credit for retail and corporate
borrowers and the avallabiity of capital and
igquidity funding for our business All these
faciors may impact our periormance

During 2010, the world economy continued
to emerge from the cnisis, but the pace of
recovery diverged significantly between
East and West Accelerated fiscal
retrenchment in Europe, combined with the
risk aversion created by recent volatility in
the Euro area, mean the posshility of a
return to negative growth 1s still a significant
nsk n some economies inthe West We
operate primarily in the countries that have
led the global recovery in 2010, and our
major markets in Asia, Africa and the Middle
East appear well positioned to grow
strongly, albeit at a slower pace than in
2010 Our exposure to leveraged loans and
European sovereign debt 1s very low
However, we remain atert to the nsk of
secondary impacts from events in the West
on financial institutions, other counterparties
and global economic growth

Commeodity price-driven inflation 1s a
growing concern in a number of our
footpnnt markets, as are rnsing asset prices
caused by rising capital inflows We expect
further monetary tightening and the use of
other macro-prudential measures and
selective capital contrals, especially in Asia
and Africa

While we believe them to be less likely,
other nisks we are monitoring include a
sharp slowdown or ancther debt crisis In
the West, tnggered by a surge in all prices
or policy mistakes such as premature
ughtening, regulatory over-reaction or
trade protectionism

We balance nsk and return taking account
of changing conditions through the
economic cycle, and monitor economic
trends in our markets very closely We also
contnucusly review the suitability of our nsk
peolicies and controls

Regulatory changes and complhance
Qur business as an (nternational bank 1s
subject to a complex regulatory framework
compnsing legislation, regulation and codes
of practice, In each of the countnies In which
we operate

Akey uncertainty relates to the way in
which governments and regulators adjust
laws and regulations and economic policies
n response to macroceconomic and other
systemic conditions The financial cnisis has
spurred unprecedented levels of proposals
to change the regulations gaverning
financial institutions and further changes to
regulations remain under consideration in
many Junsdictions

The nature and impact of future changes In
laws, regulations and economic policies are
not predictakble and could run counter to
our strategic interests We support changes
o laws, regulations or codes of practice
that will Improve the cverall stability of the
financial system However, we also have
concerns that certain proposals may not
achieve this desired cbjective and may have
unintended conseqguences, etther
indwidually or in terms of aggregate impact
Proposed changes could affect the volatility
and Iiguidity of the financial markets and,
consequently, the way we conduct
business and manage capital and hquidity
These effects may directly or indirectly
impact our financial performance

Both unttaterally and through our
participation in industry forums, we respond
to consultation papers and discussions
initiated by regulators and governments We
alsa keep a close watch on key regulatory
developments in order to anticipate
changes and ther potential impact A
number of changes have been proposed
under Basel Il but significant uncertainty
remains around the specific application and
the combined iImpact of these proposals

We have a commitment to maintaining
strong relahonships with governments and
regulators in the countries In which we
operate At any time the Group may bea In
discussion with a range of authorities and
regulatory bodies in ditterent countries on
matters that relate to its past or current
business activities

e UK government has established the
Independent Commission on Banking to
cansider structural and non-structural
reforms to the UK banking sector o
promote financial stabilty and competiion
The Commuission 1s set to publishits final
recommendations in September 2011

The Commission's conclusions may have
an impact on the Group

As reported previously, the Group 15
conducting a review of its historical US
sanctions compliance and s discussiNg
that review with US enforcement agencies
and regulators The Group cannot predict
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when this review and these discussions will
be completed or what the outcaome will be

On 29 February 2008, the Group
completed the acquisition of Amencan
Express Bank (AEB) Prior to the
acquisition, subsidianes of AEB located in
New York and Miami had entered
separately inta a Written Agreement with
the New York State Banking Department
and a Cease and Desist Order with the
Federal Reserve Bank of Atlanta to address
deficiencies relating to compliance with
appiicable federal and state laws and
regulations govarning anti-money
laundening All the requirements of the
Cease and Desist Order have been satisfied
in the first half of 2010 and we are now In
full compltance

Financial markets dislocation

Theare 1s a risk that a sudden financial
market dislocation, perhaps as a result of
a sharp slowdown In economic activity or
debt crnisis In the West, could signihcantly
Increase general financial market volatiity
which could affect our pertormance or
the avallability of capital or iquidity

These factors may have an impact on the
mark-to-market valuations of assets in our
avallable-for-sale and trading portfolios
The potential losses incurred by certan
customers holding dervative contracts
during penods of financial market volatility
could also lead to an increase in customer
disputes and corporate defaults

At the same time, financial market nstabiity
could cause some financial nstitution
counterparties to experience tighter hquidity
conditions or even fail Government action
since the global financial crisis of
2008-20C9 has reduced the systemic nsk,
but the impact on the financial services
industry of ongoing uncertainty in the
broader economic environment means that
the nsk nonetheless remains

We maintain robust appropnateness and
sutabilty processes to mitigate the nsk of
customer disputes We closely monitor the
performance of our financial Institution
counterparties and adjust our exposure to
these counterparties as necessary

Geopolitical events

We operate in a large number of markets
around the world, and cur performance 1s
in part rehiant on the openness of
cross-border trade and capital flows We
face a nsk that gecpolitical tensions or
confiict in our footpnnt could iImpact trade
flows, our customers’ ability to pay, and our
abiity to manage capital or operations
across borders

We actively monitor the poltical situation
In all our principal markets, such as the
recent upheaval In the Midddle East and
North Afnica We conduct stress tests

of the iImpact of extreme but plausible
geopolitical events on our performance
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Risk teview

and the potential for such events to
jecpardise our ability to operate within
our stated risk appetite

Fraud

The banking industry has long been a
target for third parties seeking to defraud,
disrupt legitimate economic actmty, or
facilitate other llegal activities The nsk
posed by such cnminal actviy 1S growing
as criminals hecome more sophisticated
and as they take advantage of the
increasing use of technology In society

We seek to be wigilant to the nisk of internal
and external crime 1n our management of
people, processes, systems and in our
dealings with customers and other
stakeholders We have a broad range of
measures in place to monitor and mitigate
this risk Controls are embedded in our
policies and procedures across a wide
range of the Group's activities, such as
corgination, recrutment, physical and
Information security

Exchange rate movements

Changes in exchange rates affect, among
other things, the value of cur assets and
habilimes denominated in foreign currencies,
as well as the earnings reported by our
non-US dollar denominated branches and
subsidianes Sharp currency movements
can also impact trade flows and the wealth
of clients both of which could have an
impact cn our performance

We monitor exchange rate movements
closely and adjust our exposures
accordingly Under certain circumstances,
we may take the decision to hedge our
forergn exchange exposures in order to
protect our capital ratios from the effects of
changes in exchange rates The effect of
exchange rate movements on the capital
adequacy ratio 1Is mitigated to the extent
there are proporhonate movements in risk
weighted assets

The table below sets out the penod end
and average currency exchange rates per
US dollar for india, Korea and Singapore for
the periods ending 31 December 2010 and
31 December 2009

2010 2000
Indian rupee
Average 4572 48 35
Penod end 44 68 46 54
Korean won
Average 1,156 34 1276 62
Penod end 1,134 61 1,164 A7
Singapore dollar
Average 136 145
Penod end 128 140
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As a result of our normal business
operations, Standard Chartered 1s exposed
to a broader range of risks than those
principal uncertaintes mentioned above,
and our approach to managing nsk 1s
detailed on the following pages

Risk management

The management of nsk lies at the heart of
Standard Chartered's business One of the
main nsks we incur anses from extending
credit to customers through our trading and
lending operations Beyond credit risk, we
are also exposed to a range of other risk
types such as country cross-border,
market, lquidity, operafional, pension,
reputational and other nsks that are
mhearent to our strategy, product range and
geographical coverage

Risk management framework

Effective nisk management 15 fundamental
to being able to generate profits
consistently and sustainably and 1s thus a
central part of the financial and operational
management of the Group

Through our nsk management framework
we manage enterpnse-wide rnisks, with the
objective of maximising nsk-adjusted returns
while remaining within our risk appetite

As part df this framework, we use a set of
principles that describe the nsk
managemeani culture we wish to sustain

» Balancing rnisk and return nsk 1s taken in
support of the requirements of our
stakeholders, In ine with our strategy and
within our risk appetite

Responsibility 1t1s the responsibility of all
employees to ensure that rnisk-taking 1s
disciphned and focused We take
account of our social responsibilities and
our commitments to customers in taking
risk to produce a return

Accountability nisk is taken only withun
agreed authorities and where there 1s
appropnate infrastructure and rescurce
All nsk-taking must be transparent,
controlled and reported

Anbcipation We seek to anticipate
future nsks and ensure awareness of all
known risks

Competitive advantage We seek to
achieve competitive advantage through
efficient and effective risk management
and control

Risk governance

Ultimate responsibility for setiing our nsk
appetite and for the effective management
of risk rests with the Board

Acting within an authonty delegated by

the Board, the BRC, whose membership

158 comprised exclusively of non-executive
drectors of the Group, has responsibility for
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oversight and review of prudentiat nsks
including credit, market, capital and hquidity
and operational It reviews the Group s
overall risk appetite and makes
recornmendations thereon to the Board lts
responsibilties also include reviewing the
appropnateness and sffectiveness of the
Group's sk management systems and
controls, considlenng the implicaticns of
matenal regulatory change proposals,
ensunng effective due dilgence on matenal
acquisitions and disposats, and monitoring
the activities of the Group Risk Committee
(GRC) and Group Asset and Liability
Committee {GALCO)

The BRC recetves regular reports on risk
management, ncluding our portfolio trends,
policies and standards, stress testing,
liquidity and capital adeguacy, and Is
authonsed to nvestigate or seek any
information relating 1o an activity within iés
terms of reference

Overall accountability for nsk management
1s held by the Standard Chartered Bank
Court (the Court) which comprises the
group executive directors and other senior
executives of Standard Chartered Bank

The Court delegates authonty for the
management of risk to several committees

The GRC 1s responsible for the
management of all risks other than

those delegated by the Gourt to the
GALCO and the Group Pensions Executive
Committee (PEC) The GRC is responsible
for the estabhshment of, and compliance
with, policies relating to credit risk,
country cross-border nsk, market risk,
operational nsk, and reputationat sk

The GRC also defines our overall nisk
management framewark

The GALGO 1s responsible for the
management of capital and the
establishment of, and compliance with,
policies relating to balance sheet
management, ncluding management of our
Iiguidity, capital adequacy and structural
forergn exchange and interest rate nisk

The PEC is responsible for the management
of pension risk

Members of the Court are also members
of both the GRC and GALCO The GRG 18
chawred by the GCRO The GALCO s
chared by the Group Finance Director

Risk limits and risk exposure approval
authority frameworks are set by the GRC in
respect of credit nsk, country cross-border
nsk and market sk The GALCO sets the
approval authonty framewark in respect of
liquidity nsk Risk approval authonties may
be exercised by rsk committees or
authersed individuals
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1 Mete inform ton on Board comsniliaes can be found under Gotporale governance on page 95

The committee governance struciure
ensures that nsk-taking authonty and nsk
managerment policies are cascaded down
from the Board through to the appropriate
functional, divisional and country-level
committees Information regarding matenal
nsk 1ssues and compliance with policies
and standards 1s communicated to the
country, business, functional committees
and Group-level committees

Roles and responsibilities for nsk
managerment are defined under a

Three Lines of Defence madel Each ine
of defence describes a specific set of
responsibilites for nsk management
and control

The first Iine of defence 1s that all employees
are required to ensure the effective
management of nsks within the scape of
therr direct organisaticnal responsibilties
Business, function and geographic
governance heads are accountable for risk
management in thewr respective businesses
and tunctions and for countiies where they
have governance responsiinlives

1 he second line of defence comprises the
Risk Control Owners, supperted by their
respective contral functions  Risk Control
Owners are responsible for ensuring that
the nsks within the scope of ther
responsibilities remamn within appetite The
scope of a Risk Control Owner's
respensibiliies s defined by a given Risk
Type and the nsk management processes
that relate to that Risk Type These
responsibilities cut across the Group and
are not constrained by functional, business
and geographic boundaries The major

nsk types are descnbed ndmdually In
followang sections

The third ine of defence 1s the Independent
assurance provided by the Group nternal
Audtit (GIA) function Its role 1s defined and
overseen by the Audit Committee

The findings from GIA's audits are reported
to all relevant management and governance
bodies, accountable line managers,
relevant oversight functicn or committee
and committees of the Board

GIA provides iIndependent assurance of tha
effectiveness of management's control of
its own business actmities (the first ing) and
of the processes maintained by the Risk
Contral Functions (the second ing) Asa
result, GIA provides assurance that the
overal! system of control effectiveness 1s
waorking as required within the Risk
Management Framewaork

The Risk function

The GCRO directly manages a Risk
function that s separate from the
ongination, trading and sales functions of
the businesses The GCRO also charrs the
GRC and 1s a member of the Group
Management Commuttes

The role of the Risk function 1s

* To mantamn the Risk Managemeni
Framewaork, ensuring it remains
appropriate to the Group’s activities,
15 effectively communicated and
implemented across the Group and
for administering related governance
and reporting processes
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* To uphold the overall Integnty of the
Group's nsk/return decisions, and in
particular for ensuning that risks are
properly assessad, that nisk/return
decisions are macde transparently on the
hasis of this proper assessment, and are
controlled in accordance with the
Group's standards

* To exercise direct Risk Control
Ownership for Crechit, Market, Gountry
Cross-Border, Short-term Liguidity and
Operaticnal nsk types

The Group appoints Chief Risk Officers
{CROs) for its two business divisions and
principal countries and regions CROs at all
tevels of the organtsation fulfil the same role
as the GCRO, in respect of the business,
geography or legal entity for which they are
responsible The rotes of CROs are aligned
at each level

The Risk function 1s Independent of the
angination, trading and sales functions to
ensure that the necessary balance in nsk/
return decisions 1s not compromisad by
short-term pressures to generate revenues
fhis is particulasly important given that

the significant majonity of revenues are
recognised immediately while losses
arising from nsk positions only manfest
themselves over time

In addition, the Risk function 1s a
centre of excellence that provides
specialist capabiities of relevance to
nsk management processes In the
wider organisation
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Risk appetite

We manage our nsks to bulld a sustanable
franchise in the interests of all our
stakeholders

Risk appetite 1s an expression of the
amount of risk we are wiling to take in
pursuit of our strategic objectives, reflecting
our capacity to sustain losses and continue
to meet our ebligations ansing from a rangs
of different stress irading condtions

We define our risk appetite in terms of both
volatiity of earnings and the maintenance of
minimum regulatory capital requirements
under stress scenarnos We also define a
risk appetite with respect to iquidity nisk
and reputational nsk

Our guantitative nsk profile s assessed
through a bottom-up analytical approach
covering all of our major businesses,
countries and products The risk appetite 1s
approved by the Board and forms the basis
for establishing the risk parameters within
which the businesses must operate,
including policies, concentration imits and
business mix

The GRC and GALCO are responsible for
ensunng that our nsk profile 1s managed In
compliance with the nsk appstite set by
the Board
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Effective nsk management is fundamental to being able
to generate profits consistently and sustainably and is thus
a central part of the financial and operational management

of the Group

Stress festing

Stress testing and scenario analysis are
used to assess the financial and
management capability of Standard
Chartered to continue operating effectively
under extreme but plausible trading
conditions Such conditions may anse from
econcmic, legal, politicat, environmental
and social factors

Cur stress testing framework i1s
designed to

» Contribute to the setting and monitoring
of risk appetite

o |dentify key nisks to our strategy, financial
position and reputation

e Exarming the nature and dynamics of the
risk profile and assess the mpact of
stresses an our profitability and
business plans

+ Ensure effective governance, processes
and systems are In place to co-ordinate
and integrate stress testing

¢ Inform senior management

+ Ensure adherence to regulatory
reguirements

A Stress Testing Committee, led by the Risk
functon with participation from the
businesses, Group Finance, Global Research
and Group Treasury, aims to ensure that the
earnings and capital mplications of specific
stress scenarios are fully understood The
Stress Testing Committee generates and
considers pertinent and plausible scenarios
that have the potential to adversely affect

our business

Qur stress testing actvity in 2010 focused on
specific asset classes, customer segments
and the potential mpact of macroeconomic
factors Stress tests have taken into
consideration possible future scenanos that
could anse as a result of the development of
prevaling market conditions

Stress testing themes such as currency

market disruptans, inflation, US dollar
depreciation, dechnes in asset vatues or

www standardchariesnd com

potential border conflicts are co-ordinated
by the Stress Testing Committee to ensure
consistency of impacis on different nsk
types or countries Stress tests for country
or risk type are also performed Examples
cf nsk type stress iesting are covered n the
section on Market risk

Credit nsk

Credit nsk s the potential for loss due to the
fallure of a counterparty to meet ts
obligations to pay the Group in accordance
with agreed terms Credit exposures may
anse from both the banking and

trading books

Credit nsk 1s managed through a framework
that sets out policies and procedures
covering the measurement and
management of credit sk There is a clear
segregation of duttes between transaction
originators in the businesses and approvers
in the Risk function All credit exposure
limnts are approved within a defined credit
approval authonty framework

Credit policies

Group-wide credit policies and standards
are considered and approved by the GRC,
which also oversees the delegation of
credit approval and loan impairment
provisioning authorties

Policies and procedures specific to each
business are established by authonsed nisk
committees within Wholesale and
Consumer Banking These are consistent
with our Group-wide credit policies, but
are more detalled and adapted to reflect
the different risk environments and
portfolio characteristics

Credit rating and measurement

Hisk measurement plays a central role,
along with jJudgment and experience, in
informing nisk taking and portfolio
management decisions [11$ a primary area
for sustained investment and senior
management attention

For IRB portfolies, a standard alphanumernc
credtt nsk grade (CG) system is used in
both Wholesale and CGonsumer Banking
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The grading 1s based on our internal
estimate of probability of default over a
one-year horizon, with customers or
portfolios assessed against a range of
quantitative and qualitative factors The
numerks grades run from 1 to 14 and some
of the grades are further sub-classified A, B
or G Lower credit grades are indicative of a
lower lIkelihood of default Credit grades 1A
to 12C are assigned to performing
customers or accounts, while credit grades
13 and 14 are assigned to non-performing
or defauited customers

Qur credit grades in Wholesale Banking are
net intended to replicate axternal credit
grades, and ratings assigned by external
ratings agencies are not used In determining
our internal credit grades Nonetheless, as
the factors used to grade a borrower may
be similar, a borrower rated poerly by an
external rating agency Is typically assigned
a worse Internal credit grade

Advanced IRB models cover a substantial
majority of our exposuras and are used
extensively In assessing nsks at a customer
and portfolio level, setting strategy and
optimising our ngk-return decisions

IRB nsk measurement modets are
approved by the responsible risk
committee, on the recommendation of the
Group Model Assessment Committee
{(MAC) The MAC supports nsk committess
In ensunng nsk identification and
measurement capabilities are objective and
conststent, so that nisk control and nsk
ongnation decisions are properly informed
Prior 1o review by the MAC, all IRB models
are validated n detail by a modet validation
tearn, which 1s separate from the teams that
develop and maintain the models Models
undergo a detalled annual review Reviews
are also tnggered If the performance of a
model deteriorates matenally against
predstermined thrasholds durning the
ongoing model perfoarmance monitoring
process

Credit approval

Major credt exposures 1o individual
counterparttes, groups of connected
counterparties and portfolios of retail
exposures are reviewed and approved by
the Group Credit Committee {(GCC) The
GCC derves its authorty from the GRG

All other credit approval authonties are
delegated by the GRC to individuals based
both on therr judgment and experence and
a nsk-adjusted scale that takes account of
the estimated maximum paotential loss from
a given customer or portfolio Credit
ongination and approval roles are
segregated in all but a very few authornsed
cases In those very few excephons where
they are not, orginators can only approve
imited exposures within defined nsk
parameters

Concentration nisk

Credit concentration 7isk 1s managed within
concentration caps set by counterparty or
groups of connected counterparties, by
country and industry in Wholesale Banking,
and tracked by product and country in
Consumer Banking Additional targéts are
sat and monitered for concentrations by
credit rating

Credit concentrations are monitored by the
rasponsible nsk committees In each of the
businesses and cencentration imits that are
matenal to the Group are reviewed and
approved at least annually by the GCC

Credit monitoring

We regularly monitor credit exposures,
portfolio performance and external trends
that may impact sk management
outcomes

Internal sk management reports are
presented to rnisk committees, containing
information on key environmental, politcal
and economic trends across major
portfolios and countnes, portfolio
delinquency and lcan impalrment
performance, and IRB portfolio metncs
inclucding credit grade migration

The Wholesale Banking Credii Issues
Forum (WBCIF) 1s a sub-committee of the
Wholesale Banking Risk Cammittes, which
in turn is a sub-committee of and dernves its
authority from the GRC The WBCIF meets
regularly 1o assess the mpact of external
events and trends on the Wholesals
Banking credit nsk portfolio and to define
and implement our response In terms of
appropriate changes to portfolia shape,
portfolio and underwniting standards, nsk
pohcy and procedures

Corporate accounts or porticlos are placed
on early alert when they dsplay signs of
weakness or financial detenaration, for
example, where there i1s a decline in the
customer’s positon within the Industry, a
breach of covenants, non-performance of
an abligation, or there are 1ssues relating to
ownership or manageiment

Such accounts and portfolios are subjected
to a dedicated process overseen by Early
Alert Committees in each country Account
plans are re-evaluated and remedial actions
are agreed and monifored Remedial
actions include, but are not krmited to,
exposure reduction, secunty enhancament,
exiting the account or immediate movement
of the account Into the contrel of Group
Special Assets Management (GSAM,), our
specialist recovery unit

In Consumer Banking, portfolio delinguency
trends are morutored continuously at a
detalled leve! Individual customer behaviour
is also tracked and 1s considered for lending
decisions Accounts that are past due are
subject to a collections process, managed
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independently by the Risk function
Charged-off accounts are managed by
specialst recovery teams [N some
countries, aspects of collections and
recovery functions are outsourced

The small and medium-sized enterprise
(SME) business 1s managed within
Consumer Banking in two distinct customer
sub-segments small businesses and
medium enterprises, differentiated by the
annual turnaver of the counterparty The
credit processes are further refined based
on exposure at nsk Larger exposures are
managed through the Discretionary
Lending approach, in line with Wholesale
Banking procedures, and smaller
expaosures are managed through
Programmed Lending, in line with
Consumer Banking procedures
Discretionary Lending and private banking
past due accounts are managed by GSAM

Credit mtigation

Potential credit losses from any given
account, customer ar portioho are mitigated
using a range of tools such as collateral,
netting agreements, credit insurance, credit
derwatives and ather guarantees The
rellance that can be placed on these
mitigants 1s carefully assessed in hght of
1ssues such as legal certainty and
enforceability, market valuation correlation
and counterparty nsk of the guaranter

Risk miigation policies determine the
elgibiity of collateral types Coilateral types
that are eligible for sk mitigation nclude
cash, residential, commercial and industnal
property, fixed assets such as motor
vehicles, arcraft, plant and machinery,
marketable secunties, commodities, bank
guarantees, and letters of credit Standard
Chartered also enters inte coltateralised
reverse repurchase agreements

Collateral 1s valued in accordance with our
nsk mitigation policy, which prescribes the
frequency of valuation for different collateral
types, based on the level of price volatiiity of
each type of collateral and the nature of the
underlying product or risk exposure
Collateral held agamst mparred loans s
maintained at far value

VWhere appropnate, credit dernvatives are
used to reduce credit nisks n the portfolio
Due to therr potentiat impact on income:
volatility, such dernvatives are used in a
controlled mannear with reference to therr
expected volatiity

Traded products

Credit nsk from traded products 1s managed
within the overall credit nsk appetnie for
corporates and financial nstitutions

The credit risk exposure from traded
products 1s derved from the positive
mark-to-market value of the underlying
instruments and an additonal component
to cater for potential market movements
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For derivative contracts, we mnt our
exposure to credit losses In the event of
default by entering into master netting
agreements with certan counterparties As
required by |AS 32, expasures are not
presented net In the financial statements

In addition, we enter into Credit Support
Annexes (CSAs) with counterparties where
collateral s deemed a necessary or
desirable mitigant 1o the exposure Under a
varnation margin process, additional
collateral 1s called from the counterparty if
total uncollateralsed mark-to-market
exposure exceeds the threshold and
mirimum transfer amount specified In the
CSA With certain counterparttes, the CSA
1s hilateral and requires us to post collateral
if the overall mark-to-market value of
positicns 1s in the counterparty’s favour and
exceads an agreed threshold

Securities

Within Wholesale Banking, the Underwriting
Committee approves the portiole hmits and
parameters by business unit for the
underwriting and purchase of all pre-
detined secunties assets to be held for sale
The Underwriting Committee I1s established
under the authority of the GRC Wholesale
Banking operates within set mits, which
include country, single 1ssuer, halding
pencd and credit grade hmits

Day-to-day credit nsk management
activities for traded secunties are camed
out by Traded Credit Risk Management,
whose activities include oversight and
approval of temporary excesses within
the levels delegated by the Underwriting
Committee Issuer credit nsk, including
settlement and pre-settlement nsk, 1s
controlled by Whelesale Banking Risk,
while price nisk 1s ¢controlled by Group
Market Risk

The Underwnting Comimittee approves
inchvidual proposals to underwrnite new
corporate security Issues Where an
underwrtten secunty s held for a perod
longer than the target sell-down period, the
final decision on whether to sell the position
rests with the Risk function

Maximum exposure to credit nsk

The table above right, presents the Group's
maximum exposure to credit risk of

Its on-balance sheet and off-balance

sheet financial Instruments at 31 December
2010, before taking intc account any
collateral held or other credit
enhancements For on-balance shest
Instruments, the maximum exposure to
credit nsk is the carrying amount reperted
on the balance sheet For ofi-balance sheet
instruments, the maximum exposure to
credit nsk represents the contractual
nominal amounts
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The Group's exposure to credit nsk 1s
spread across our markets, in particular
Hong Kong, Korea, Singapore, Other Asia
Pacific region, and Amencas, UK and
Europe The Group 1s affected by the
general economic conditions In the
terntories in which it operates The Group
sets mits on the exposure 10 any
counterparty and credit nsk 1s spread over
a variety of ditterent personal and
commercial customers

The Group has transferred to third parties
by way of secuntisation the nghts to any
collections of principal and interest on
customer loan assets with a face value
of $3,072 million 2009 83,601 milhon}
The Group continues to be exposed to
related credit and foreign exchange risk
on these assets The Group contnues
to recognise these assets in addition

to the proceeds and related hability of
$2,385 million (2009 $3,063 millon)
arising from the securtisations

The Group has entered into synthetic credit
default swaps for portfolio management
purposes, referencing loan assets with a
notional value of $18 7 billion {2009

$15 4 billion) The Group continues to hold
the underlying assets referenced in the
synthetic credit default swaps

In respect of denvative financial

nstruments, $26,788 milien (2008

$30,539 milien) 1s available for offset as a
result of master netting agreements that do
not, however, meet the cnteria under IAS 32
to enable these balances to be presented
on a net basis in the financial statements as
In the ordinary course of business they are
not Intended to be settled net

Collateral 1s held to miigate the credit nisk
exposures primarnly in respect of loans and
advances, and consisting of residential,
commercial and industrial properties,
secunties and other assets such as plant
and machinery

The Group's maximum exposure to credit
rnisk has increased by $63 6 bilion
compared with 2009 Exposure to loans
and advances to banks and customers has
increased by $43 2 billlon due to growth 1n
the mortgage portfolio and broad-based
growth across several Industry sectors in
Wholesale Banking Further details of the
lcan portfolio are set out on page 66
Improving customer appetite for derivatives
has increased the Group s exposure by

$9 7 hilhon when compared with 2009
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2010 2000
$million Smthon
Financial assets
held at fair value
through profit or
loss' 25,267 21,229
Dervative financial
instruments 47,859 38,1893
Loans and
advances to banks
and customers 292,416 249177
Investment
securities' 13,279 74,079
Contingent habiities 41,804 38658
Undrawn
Irrevocable standby
facities, ¢credit Ines
and other
commitments
to lend 45,624 41345
526,249 462,681
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Loan portfolio
Loans and advances to custcmers have
grown by $44 & billon to $246 4 billon

Consumer Banking

Compared with 2009, the Consumer
Banking partfcho in 2010 has grown by
$22 6 billon, or 24 per cent, mainly due to
increased mortgage lending

The proportion of morigages in the
Caonsumer Banking portfolio 1s maintaned
at 60 per cent As property markets have
strengthened across geographtes In the
Group's footprint we have been able to
capture market share and grow the
secured portfolio

SME lending has grown by $4 3 billien, or
32 per cent

Wholesale Banking

Compared with 2009, growth in the
Wholesale Banking portfolio was

$21 @ hilion, or 20 per cent Whilst spread
across gecgraphies and custormer
segments, the majority of the Increase was
concentrated in Americas, UK and Eurcpe
(310 2 bilion), Hong Kong ($8 2 billien) and
Singapore (83 5 billion) The increase in
Americas, UK and Europe was due to
growth in the syndications and
commodities husinesses with customers In
our footprint countrnies backed within our
offshore banking unit The growth in

Hong Kong and Singapore has been broad-

based across industry segments drniven
mainly by strong demand in trade finance
and corporate term loans

Exposure 1o bank counterpariies was

iquid and a net lender to the interbank
money market

The Wholesale Banking portfolio remains
diversified across both geography and
industry There are no significant
concentrations within the broad industry
classifications of Manufacturing, Financing,
insurance and busiNess services,
Commerce, or Transport, storage

and communication

Single borrower concentration risk has
been mitigated by active distribution of
assets to banks and instituttonal investors,
some of which 1s achieved through
credit-default swaps and synthetic risk
transfer structures

largely flat at $53 3 billlon We rematn highly

2010
Asia Pacific
Middle East Americas
Hong Other Asla & Other UK and
Kong Singapore Korea Pacific India S Asia Afnica Europe Total
Smiltion $million $million Smillion $mitlion Smillion Smilhon $million Smilhon
Loans to Individuals
Mortgages 18,245 10,689 23,061 14,679 2,124 1,331 194 339 70,662
Other 4,237 6,306 5,549 6,034 721 2,593 774 2,699 28,913
Small and medium-sized enterprises 2,314 2,944 4,568 4,938 2,102 575 132 2 17,575
Consumer Banking 24,796 19,939 33,178 25,651 4,947 4,499 1,100 3,080 117,150
Agnculture, forastry and fishing 320 360 36 708 186 110 879 1,278 3,877
Construction 193 119 356 389 387 764 67 179 2,454
Commetce 3,975 5,852 780 4,382 570 4,186 575 6,227 26,547
Electneity gas and water 406 347 119 949 5 279 177 1,378 3,660
Financing, insurance and business
services 4,359 3,363 385 3,611 984 3,135 174 7,479 23,490
Governments - 1,542 3 572 4 293 70 1,971 4,453
Mining and quarrying 554 884 - 571 225 197 266 6,390 9,087
Manufactunng 4,965 1,468 3,426 8,975 2,598 2,868 1,128 6,895 32,313
Commercal real estate 2,365 2,775 1,314 967 675 819 1 472 9,388
Transport, sterage and
communication 1,462 2,362 409 1,063 762 763 391 5,944 13,156
Other 182 369 179 328 6 253 a7 185 1,589
Wholesale Banking 18,781 19,441 7,007 22,515 6,400 13,657 3,815 38,398 130,014
Portfolic impairment prowsien (61) {41) (114} (199) (549) {207) (39) (45) (760}
Total loans and advances to
customers 43,516 39,339 40,071 47,967 11,293 17,949 4,876 41,393 246,404
Total loans and advances to banks 14,591 7,215 3,193 8,648 523 1,478 420 17,196 53,264

Totat foans and advances to customers include $8,0456 million held at {air value through profit or loss Total loans and advances to banks

include $1,206 million held at far value through profit or loss
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2009
Asia Pacific
Maciclle East Ameticas
Hong Other Asia & Cther UK and
Kong Sinejapore Korea Pacific Incia S Asia Aditca Europe Total
Smitlion Smillion $milhon Smillon Smill:on Smillon Smillion Smulhon Srrutbhion

Loans to individuals

Morigages 14 816 8149 20 460 11016 1,685 1128 212 171 57,637

Other 29M 4,957 4 Q51 5,012 772 2396 678 1909 23646
Small and medium-sized enterprises 1641 2,370 4,024 3,258 1,255 836 13 3 13,300
Consumer Barking 10,428 15,476 29435 19 286 3712 4160 1,003 2083 24,583
Agnculture, forestry and fishing 16 81 25 351 75 180 613 630 1,941
Construction 274 49 370 350 342 788 116 234 2,523
Commerce 2508 4819 839 3612 861 4,959 765 4 576 23039
Electneity gas and water 538 53 188 523 K3 37 239 1,395 3338
Financing Insurance and business
services 2,319 4150 668 4,515 543 4,038 174 5,406 21 811
Governments - 966 344 3,256 1 250 34 366 5,217
Mining and quarrying 120 569 3 280 139 185 172 4,941 8,408
Manufacturing 2,586 1,061 3369 7794 2,485 1857 685 5735 25,572
Commercial real estate 1,274 2,275 997 Q08 360 672 4 518 7008
Transport, storage and
communication 579 1,438 310 1024 399 1,115 258 4323 9,446
Other 397 507 268 296 B8 234 21 61 1790
Wholesale Banking 10,611 15 968 7,481 22,906 5242 14 617 3,081 28185 108,094
Portiolio iImpairment provision (66) (45) (112) (203) (88) (293} (55) {12) (874)
Total loans and advances to
customers 29,973 31,369 36,804 41992 8,866 18 484 4,028 30256 201,803
Total loans and advances to banks 19,453 5,085 2780 7232 511 1,864 300 15,708 52,933

Total loans and advanceas 1o customers include $3,511 millon held at fair value through proiit or loss Total loans and advances to banks

include $2,048 milion held at farr value through profit or Ioss
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Maturity analysis In Consumer Banking, 60 per cent of the The following tables show the contractual
Approximately half of our loans and portfolio s in the mortgage book, which 1s maturity of loans and advances to
advances to customers are short-term, traditionally longer term in nature and well customers by each principal category
having a contractual matunty of one year secured Whilst the Other and SME loans in of borrowers’ business or industry

or less The Wholesale Banking porticio Consumer Banking have short contractual

remains precomnantly short-term, with matunties, typically they may be renawed

67 per cent of loans and advances having and repaid over longer terms in the normal

a contractual matunity of one year or less course of business

2010
One year One to Over five
or less five years years Total
Smillion smitlion $millien $million
Loans to iIndividuals
Mortgages 2,871 8,947 58,844 70,662
Other 18,019 8,303 2,591 28913
Smal and medium-szed enterprnses 9,464 3,369 4,742 17,575
Consumer Banking 30,354 20,619 66,177 117,150
Agneulture, forestry and fishing 3,108 662 107 3,877
Construction 1,721 692 41 2,454
Commerce 22,605 3,667 275 26,547
Electricity, gas and water 1,486 907 1,267 3,660
Financing, insurance and business services 16,493 6,846 151 23,490
Governments 3,155 1,230 68 4,453
Mining and quarrying 4,610 2,818 1,659 9,087
Manufactunng 22,507 8,495 1,311 32,313
Commercial real estate 4,440 4,615 333 9,388
Transport storage and communication 6,195 4,665 2,306 13,156
Cther 1,276 242 71 1,589
Wholesale Banking 87,596 34,829 7,589 130,014
Portfolie impairment proviston (760)
Total ioans and advances to customers 246,404
2009
One yoar Cne o Qver tive
or less five years years Total
Srmullion Smillion Sranlhen Smlion
Loans to indmduals

Mortgages 2,455 7818 47 364 57,637
Other 14,266 7,158 2222 23646
Small and meduum-sized enterprises 7,110 3054 3136 13,300
Consumer Banking 23831 18,030 52722 94 583
Agriculture forestry and fishing 1,515 348 78 1,941
Construction 1,921 482 120 2,623
Commerce 19981 2919 139 23,039
Electncity, gas and water 1,056 826 1457 3338
Financing insurance and business services 15,282 6 484 45 21,81
Governments 4754 398 B85 5217
Mining and quarrying 3296 1531 1582 5,409
Manufactunng 18,979 5286 1307 25,572
Commercial real estale 3,325 3523 160 7,008
Transport storage and communication 3,665 4312 1,469 9,446
Cther 1,369 268 153 1,790
Wholesale Banking 75143 26 376 8,575 108 094
Portioho imparrment provision {874)
Total loans and advances to customers 201,803
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Risk review

Problem credit management and
provisioning

Consumer Banking

In Consumer Banking, where there

are large numbers of small-value loans,

a prnimary indicator of potential

impairment 1s delinquency A loan 1s
considered delinquent (past due) when the
counterparty has faited to make a princtpal
or interest payment when contractually due
However, not all delinquent loans
{particularly those In the early stage of
delinquency) will be imparred For
delinquency reporting purposes we follow
industry standards, measuring delinquency
as of 1, 30, 60, 90, 120 and 150 days past
due Accounts that are overdue by more
than 30 days are more closely montored
and subject to specific collections
Processes

A non-performing loan 1s any loan that 1s
more than 90 days past due or 1s otherwise
indvidually impaired, and excludes

» Loans renegotiated before 90 days past
due, and on which no default in interest
payments or loss of principal 1s expected

* Loans renegotiated at or after 90 days
past due, but on which there has been
no default in interest or principal
payments for more than 180 days since
renegotiation, and against which no loss
of principal 15 expected

Indwidually mparred loans are those loans
against which individual imparment
provisions have been raised Provisioning
within Consumer Banking reflects the fact
that the product portfolios (excluding
medium-sized enterprises among SME
customers and pnvate banking customers)
consist of a large number of comparatively
small exposures Mortgages are assessed
for iIndwidual impairment on an
account-by-account basts, but tor other
products it 1s iImpractical to monitor each
detinquent Iean mdmdually and individual
imparrment 1s therefore assessed
collectively

For the main unsecured products and loans
sacured by automachiles, the entrre
outstanding amount 1s generally written off
at 150 days past due Unsecured consumer
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finance loans are similarly written off at 90
days past due For secured loans {other
than those secured by autormobiles)
Indwidual impairment provisions ([IPs) are
generally raised at etther 150 days
(mortgages) or 90 days (wealth
management) past due

The provisions are based on the estmated
present values of future cash-flows, In
particular those resulting from the
realisation of security Following such
realisation any remaining loan will be written
off The days past due used to tngger
write-offs and lIPs are broadly driven by
past experence, which shows that once an
account reaches the relevant number of
days past due, the probability of recovery
{other than by realising secunty where
appropriate) 1s low For all products thare
are certain situations where the iIndimidual
imparrment provisioning or write-off
process IS accelerated, such as in cases
involving bankruptey, customer fraud and
death Whnie-off and IIPs are accelerated for
all restructured accounts to 80 days past
due {unsecured and automachbile financa)
and 120 days past due {secured)
respectively

Individually impaired leans for Consumer
Banking will therefore not equate to those
reported as non-performing on page 61,
because non-performing leans include all
those over 90 days past due This
difference reflects the fact that, while
experience shows that an element of
delinquent loans are mpaired it 1s not
possible to identify which individual loans
the Impairment relates to until the
delinguency 1s sufficiently prolonged that
loss 15 almost certain, which, In the Group's
experience, 1s generally around 150 days mn
Consumer Banking Up to that pont the
mnherent mparrment 1s captured 1 portfolo
impairment provision (PIP)

The PIP methodology provides for accounts
for which an indmdual impairment provision
has not been rarsedt, either indwvidually or
collectively PIP s raised on a portfolic basis
for all products, and 1s set using expected
loss rates, based on past experience
supplemented by an assessment of specific
factors aftecting the relevant portfclo

I hese Include an assessment of the impact
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of ecanomic conditions, regulatory changes
and portfolio charactenstics such as
delinguency trends and early alert trends
The mathodology applies a larger provision
against accounts that are delinquent but
not yet considered wnparired

The procedures for managing problem
credits for the Private Bank and the
medium-sized enterpnses in the SME
segment of Consumer Banking are similar
to those adopted in Wholesale Banking
(described on page 62)

Censumer Banking has seen improvements
in the level of non-performing loans in 2010,
particularly in Taiwan, Keorea, and Hong
Kong, due to strengthening
macroeconcmic conditions in those
markets, as well as de-nsking actions taken
and intensified collections activities This
has been partially offset by an increase In
the Middle East

The cover ratio 1s a common metnc used in
considering trends In provisioning and
non-performing leans It should be noted,
however, that, as explained above, a
significant proporton of the PIP 15 intended
to reflect losses inherent In the loan
portfolie that 15 less than 90 days
delinguent and hence recorded as
performing This metric should be
considered in conjunction with other credit
nsk and collateral information including that
contaned In page 67

The total net impairment charge In
Consumer Banking in 2010 improved by
$474 milon, or 45 per cent, over 31
December 2009 The lower individual
impairment in 2010 compared with 2009 1s
visible across all of our major markets,
particularly in India, Hong Kong and Other
Asia Pacific

There was a portfolio impairment release of
$85 mullion in 2010 (compared with a
charge of 854 million in 2009) as a direct
result of the iImprovement in portfolio
performance indicators as macroeconomic
conditions strengthened i our markets
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Business review
Risk review
The following tables set out the totat non-perferming loans for Consumer Banking
2010
Asia Pacific
Middle
Other East & Americas
Hong Asia Other UK and
Kong Singapore Korea Pacific India S Asia Africa Europe Total
$mullicn $million Smilhon $million Smatlion Smilhon Smillion Smillion $milhon
Loans and advances
Gross non-perferming 50 47 145 396 76 342 29 89 1,173
Individual impairment provision {20} {20} (67} (160) {32) (141) {16} {60) (506)
Nan-performing loans net of indwdual
impatrment provision 30 27 88 235 44 201 13 29 667
Portfollo tnpairment provision {451)
Net non-performing loans and advances 216
Cover ratio 82%
2009
Asia Pacihc
Midde
Other East & Ameticas
Hong Asia Other UK and
Kong Singapote Korea Pacific ndia S Asia Afnca Eurcpe Total
Simillion $rnillion Smulion Srmillion Srnithon Smilion $million $rmullion Smulion
Leans and advances
Grass non-performing 80 47 190 482 65 263 28 97 1252
Indmidual Impairment provisicn (64) (20) B3) (212) (17 Q1) (10} e1) (538)
Non-performing loans net of individual
impairment provision 16 27 127 270 48 172 18 36 714
Porifolio impairment provision 519
Net non-performing loans and advances 195
Cover ratio 84%
The tahbles below set out the net impairmeant charge by geography
2010
Asta Pacific
Middle
Other East & Americas
Hong Asia Other UK and
Kong Singapore Korea Pacific India S Asia Africa Europe Total
smillion $million Smillion Smillion Smillion $million Smilhion $million $million
Gross Impatrment charge 76 67 171 299 119 237 kbl 1A 1,001
Recoveres/provisions no longer required (29) {19) {29) (166} {33) (45) {12) {5) (338)
Net individual mpairment charge 47 38 142 133 86 192 19 1) 663
Portiolic impairment provision credit (85)
Net imparment charge 578
2000
Asia Pacific
Middle
Other Fast & Amarlcas
Hong Asia Othet UK and
Keng  Singapoie Korea Pacatic Incia S Asta Afrnica Furope Total
Senilion Smilhon Sindhon Smilhon Sniliion Smillron Smilion Smillion $rmilion
Gross impatrment charge 139 64 200 424 163 256 31 33 1310
Recovenes/provisions no longer required (38) (20) 21) (150) (26) (39} (1) (7} {312)
Net individual impairment charge 101 44 179 274 137 217 20 26 998
Portfolio impairment provision charge 54
Net smparrment charge 1,052
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Risk review

Wholesale Banking

Loans are ciassified as impaued and
considered non-performing where analysis
and review indicates that full payment of
either interest or principal 1s questionable,
or as soon as payment of interest or
principal 1s 90 days overdue Impaired
accounts are managed by our specialist
recovery unit, GSAM, which 1s separate
from our main businesses Where any
amount (s considered irrecoverable, an
indmdual impairment provision 1s raised
This provision Is the difference betwean the
loan carrying amount and the prasent value
of estimated future cash flows

The individual circurnstances of each
customer are taken into account when
GSAM estimates future cash flow All
avallable scurces, such as cash flow ansing
frem operatiens, selling assets or
subsicharies, realising ccliateral or payments
under guarantees, are considered In any
dectsion relating to the raising of provisions,
we attempt to balance economic
conditions, local knowledge and
experience, and the results of independent
asset reviews
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Where 1t 1s considered that there 1s no
realistic prospect of recovering a portion of
an exposure aganst which an imparrment
provision has been raised, that amount wall
be wrtten off

As with Censumer Banking, a PIP s held to
cover the inherent nsk of losses which,
although not identified, are known through
experence to be present in any loan
portifolio In Whaolesale Banking, this is set
with reference to histonc loss rates and
subjective factors such as the economic
envirenment and the trends in key portfolio
indicators The PIP methodology provides
for accounts for which an individual
impairment provision has not been raised

Gross non-performing loans in Wholesale
Banking have increased by $698 million or
25 per cent, since December 2009 This 1s
largely due to the downgrade of three
significant accounts that are under
restructuring within the MESA region
Excluding the MESA region gross
non-perferming loans have reduced by

8 per cent since December 2009 The
cover ratio reflects the extent to which
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gross non-performing loans are covered by
indvidual and portfolio mparrment
provisions The cover ratio decreased from
65 per cent as at 31 December 2009 1o
50 per cent as at 31 December 2010
largely as a result of the downgrade of the
three accounts referred to above The
balance uncovered by indradual
impairment provisions represents the value
of collateral held and the Group's estimate
of the net outcomea of any work-out
strategy

The total net Indmdual mparrment charge
of $350 million in 2010 was significantly
lower than the charge in 2009 (3808 milion)
reflecting the improved credit environment

The PIP balance has reduced by $46
million since December 2008 Thisis partly
contributed by an improving portfolio
quality indicatars and macro-economic
conditions, and partly by a better visibility
around areas of concern Iin the MESA
region, which resulted in the release of
some of the additional PIP created in 2009
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The following tables set out the total non-performing loans for Wholesale Banking
2010
Asia Pacific
Middle
Other East 8 Amencas
Hong Asia Other UK and
Kong Singapore Korea Pacific India 8 Asia Afnca Europe Total
$milhon Smillion $million $milhion $million Smillion Smillion Smillion $million
Loans and advances
Gross non-performing 11 21 305 817 272 1,707 103 122 3,458
Indwidual impairment prowvision (82) (o) (136) (347) (80) (641) (44) (76) {1,411)
Nen-performing loans net of individual
impairment provision 29 16 169 470 192 1,066 59 46 2,047
Portfolio impawrment provision (311)
Net non-performing loans and advances 1,736
Cover ratio 50%
200
Asia Paalfic
Midedle
Other East & Americas
Hory) Asla Other UK and
Korgs  Singapore Korea Pacific India S Asla Afnca Europe Total
Smillion Srmillion Simlion $million Senillion Srilion Smilllon $million Smillion
Loans and advances
Gross non-performng 207 10 352 780 207 855 180 189 2760
Individual impairment provision 117) (7) (204) 408) (74) {469) {53) (115) (1,447)
Non-performing loans net of indiidual
Impaliment provision 80 3 148 372 133 386 107 74 1,313
Portfolio impairment provision (357)
Net non-performing loans and advances 956
Cover ratio 65%
The tables below set out the net impairment charge by geography
2010
Asia Pacitic
Middle
Other East & Americas
Hong Asia Other UK and
Kong Singapore Korea Pacific India 5 Asia Africa Europe Total
$milhon $million $million Smillion Smillion $milllon $million $million $million
Gross impairment charge 12 - 92 556 26 19¢ 14 30 428
Recoveries/provisions ng longer required (14) - (k)] (23) (8) N (4) {15) (78}
Net indwvidual mpairment charge {2) - 85 32 18 192 10 15 350
Portfclic impairment provisien credit (45)
Net imparment charge 305
2009
Asia Pacilic
Mictcda
Cther East & Amerncas
Hoig Asia Other UK and
Koy  Singapore Korea Pacific Incia S Asia Alrica Ewrope Total
$rmitlion $mullion $rmllion Siniliien Srnillion Srnillion $million Smillion $milien
Gross imparrment charge 52 3 1M 194 55 394 15 58 882
Recoveries/provisions no longer required (8) (5) (18) (23) {5} (&) 3 (7) {76)
Net indmvidual impairment charge 44 [124] 93 71 49 388 12 &1 8086
Portfolio impairment provision charge 142
Net impairment charge 48
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Risk review

Imparrment provisions oh loans and advances

The following table sets out imparment provision on loans and advances by each principal category of borrowers' business or industry

2010 2000
Smilhen Srmillion
Loans to individuals
Mortgages 128 107
Ciher 180 201
Small and medium-sized enterpnses 198 230
Consumer Banking 506 538
Agriculture forestry and fishing 42 59
Construction 57 36
Commerce 467 425
Electrnicity gas and water 7 7
Financing insurance and business services 120 130
Mining and quarrying 1 8
Manufaciunng 558 530
Commercial real estate 23 13
Transport storage and comrmunication 23 24
Other 20 25
Wholesale Banking 1,318 1,315
Individual impairment provision against loans and advances to customers 1,824 1,853
Individual impairment provision against loans and advances to banks 93 132
Portfolio impairment provision 762 876
Total mpairment provisions on loans and advances 2,679 2,861
The following table sets out the movements in individual and portfolio iImparrment provisions
2010 2008
Individual Portfolio Indlividual Pottfolio
Impairment Impairment Impairment Imparment
Provisions Provisions Total Prowisions Provistons Toral
Smillion $million $million Smilhkon Smillion $rmithon
At 1 January 1,985 876 2,861 1324 657 1,981
Exchange translation differences 36 16 52 49 21 70
Amounts written off (1,252) - (1,252) {1,329) (3) (1332
Recovenies of acquisition farr values (27) - (27} (40) 1 (39)
Recoveries of amounts previously written off 236 - 236 193 2 191
Discount unwind (62} - (62} (59) i (58)
Other (U] - (1) 48 5 53
New provisions 1,418 110 1,528 2187 426 2613
Recovenes/provisions no longer required {416) (240) (656) {388) (230) 618)
Net charge/(release) against profit 1,002 (130) 872 1,799 196 1995
Provisions held at 31 December 1,917 762 2,679 1,885 876 2 861
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Business review

Risk review

The following tables set out the movements in our total Incividual Impairment provision against lcans and advances

2010
Asia Pacific
Middle
Other East Americas
Hong Asia & Other UK and
Kong Singapore Korea Pacific India S Asla Africa Europe Total
Smilhion Smithon $million Smillion $mitlion Smillien $million Smillion  Smillion
Provisions held at 1 January 2010 181 27 267 620 91 560 63 176 1,985
Exchange translation differences - 2 5 28 3 (4) (2) 4 36
Amounts wniten off (151) (55) (297) 391) (99) (165) 27) 67y (1,252)
Recoveries of acquisition fair values - - (8} (16) - (3) - - 2N
Recoveries of amounts previously
written off 30 13 16 128 19 26 - 4 236
Discount unwind (3) - {13} (18) 7 (1))} {1} (3) {62}
Cther - - - (5) (1) 1 - 4 {1}
New provisions 88 57 259 350 147 436 43 38 1,418
Recoveries/provisions no longer required {43) {19) {36) {189) {41) {52) (16) {20) {(416)
Net charge against profit 45 38 223 161 106 384 27 18 1,002
Prowisions held at 31 December 2010 102 25 193 507 12 782 60 136 1,917
2009
Asia Pacific
Mickile
Other East Anerlcas
Hong Asia & Other UK and
Kong  Singapore Koiea Paaic Incha S Asia Alnca Europe Totat
Strullon $rmilion Smillion Smillron $rmillion Smilion Srnilion Srrulhon Senlien
Provisions held at 1 January 2009 164 20 154 605 44 170 54 113 1,324
Exchange translation differences - - 21 26 4 ()] 3 1 49
Amounts wniten off (154) (50) (215) (501) (162) (218) (24) (5) (1,329)
Recoveries of acquisition fair values - - (") (29) - (4) - - (40)
Recovernes of amounts previously
written off 32 14 6 100 19 19 - 3 193
Discount unwind (53] (1) (13) 27) @ (6) (@) @ (59)
Other - - 49 1 2 W) - 3) 48
New provisions 191 69 3n 618 218 €51 48 83 2,187
Recoveries/provisions no longer required {46) 25) {39) (173) (32) {45) (14) {14} (388)
Net charge against profit 145 a4 272 445 186 606 32 69 1799
Provisions held at 31 Dacember 2009 181 27 267 620 91 560 63 176 1985
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Risk 1eview

Analysis of the loan portfolio

The table on page 67 sets out an analysis
of the loan portfolio between those loans
that are neither past due nor imparred,
those that are past due but not
indvidually impaired and those that are
ndividually impaired

Collateral held against past due and
impaired loans In Consumer Banking largely
comprises residential and commercial
property and in Wholesale Banking largely
comprises property and securties Where
the far value of collateral held exceeds the
outstanding loan, any excess I1s paid back
to customers In the event of its realisation
and 15 not available for offset against

other loans

Renegotiated loans that would otherwise be
past due or impared If ther terms had not
been renegotiated were $1,750 millicn
(2009 $2,084 million), $587 milion (2009
$687 million) of which related to Consumer
Banking loans to customers and

$1,163 milion (2009 $1,397 milior) of
which related to Wholesale Banking loans
to customers Loans whose terms have
been renegotiated to include concessions
that the Group would not ordinarly make
will usually be classified as impaired

L oans that were more than 90 days past
due, and consequently reported as
non-performing befare renegotiation,
continue to be reported as non-performing
until a minimum number of payments have
been received under the new terms Where
loans that are past due have been
renegotiated, such loans are no longer
considered to be past due immediately
after renegotiation
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In Wholesale Banking and SME
Discretionary Lending and Private Banking,
renegotiated loans continue to be managed
by GSAM until considered to be performing
and no longer a problem account
Provisions are taken on a case by case
basis (f further problems arise In ather
parts of Consumer Banking all renegotiated
loans are managed within a separate
portfolie, and if such loans subsequently
hecome past due, write off and IIP 15
accelerated to 90 days past due (unsecured
and automobile finance) and 120 days past
due (secured} respectively The accelerated
loss rates applied to this portfolio are
derived from experience with other
renegotiated loans, rather than the
Consumer Banking portfolio as a whole,

to recognise the greater degree of

Inherent nsk

Although total loans to banks have
Increased by only 30 3 billon between
December 2009 and December 2010, there
has been a shift In the credit grade
distnbution between the credit grade 1-5
category and credit grade 6-8 category
Loans to banks in the credit grade 1-5
category have decreased as exposure has
deliberately been shifted from the interbank
market to highly rated sovereign
counterparties Exposure in the credit
grade 6-8 category has increased due to
an increase In trade finance business with
financial mstitutions i our core markets

In the Wholgsale Banking corporate
portfolio, the negative credit grade
migration observed during 2008 largely
stabilised in 2010, in hne with mproving
macroecancmic conditions across our
footprint This 1s also reflected In &
sustained reduction in the number of
accounts on early alert since the end

of 2009
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Durng 2010 total loans to Wholesale
Banking customers increased by

$21 9 billion, or 20 per cent As at 31
December 2010 only 2 @ per cent of the
loans are either past due or indmdually
imparred, a shight increase on 2008 Tha
increase in loans has been driven egually by
Increases In lending, trade finance and
corporate finance The increased exposure
in the credit grade 6-8 category is largely a
consequence of increased actvities In
corporate finance, acquisition finance and
syndicated lending, as Wholesale Banking
deepens relationships with corporate clients
in our key markets The level of collateral
taken aganst customers in this credit grade
category range 1s generally higher than fer
customers in the credit grade 1-& category

Consumer Banking loans to customers
have increased by $22 & biion since

31 Decemizer 2009, with nearly 60 per cent
of this growth being in the mortgage
partfolio, which is well collateralised and
has an average loan 1o value ratio of

51 per cent Portiolo quality indicators have
improved across all of our major markets
and products durning the year The
proportien of past due or Indmdually
impaired loans has decreased as a result
of mproving economic conditions In our
footprint markets
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Hisk roview

2010 2000
Loans to Loans to L oans to Loans to
customers customers Total cuslomers customers Total
Loans -Wholesale - Consumer loans to Loans - Wholesale - Consumer loans to
to banks Banking Banking customers 1o banks Banking Banking cuslomers
Smullion Smullion $million $million Srmillion Smulhon Smilion Smillion
Nesther past due nor
indvidually )mpaired loans
- Grades 1-5 42,979 48,518 54,603 103,121 46,534 43,811 44158 87,969
- Grades 6-8 9,263 655,577 35,521 91,098 5485 38 375 21,570 59,945
- Grades 9-11 843 21,914 21,219 43,133 730 22177 22728 44 905
- Grade 12 19 1,564 1,983 3,547 30 2,034 2,248 4 280
53,104 127,573 113,326 240,899 52,779 106,397 90,702 197 099
Past due but not ndividualty
impaired loans
- Up to 30 days past due 5 223 2,587 2,810 2 369 2522 2,801
— 31-60 days past due 1 190 412 602 - a8 406 504
~ 61-90 days past due - 137 223 360 - 71 239 310
- 91-150 days past due - - 181 181 - - 222 222
6 550 3,403 3,953 2 538 3,389 3,927
Individually imparred lcans 249 3,209 927 4,136 286 2,474 1030 3504
Individually impairment provisions (93) (1,318) {506) {1,824) (132) (1315 (538) (1,853)
Net indmvidually impaired loans 156 1,891 421 2,312 154 1158 492 1851
Total loans and advances 53,266 130,014 17,150 247,164 52,935 108 0e4 94 583 202,677
Portfolio impairment provisien {2) {309) (451) (760) 2 {355) (519 (874)
53,264 129,705 116,699 246,404 52,933 107,739 94,084 201 803
Of which, held at fair value through profit or loss
Neither past due nor
indwidually impaired
- Grades 1-5 295 1,174 - 1,174 1,192 2092 - 2,092
- Grades 6-8 904 4,118 - 4,118 855 870 - 870
- Grades §-11 7 586 - 586 1 549 - 549
- Grade 12 - 168 - 168 - - - -
1,206 6,046 - 6,046 2,048 3,511 - 3511
Estimated fair value of collateral
Held against past due loans - 268 2,244 2,512 - 458 1,980 2,438
Held against indivdually
impaired loans - 460 522 g82 - 557 601 1,168
Collateral and other credit enhancements 2010 2000
possessed or called upon Co;su:ner Whole:a!e Consumer %B:re;ale Total
anking Bankin Total Bank 7RI olal
During the year, the Group obtaned assets $mullion smllhog Smillion Snl'ull:m Smilhon $milion
hy taking possession of collateral or calling Property 67 _ &7 135 7 142
upon other credit enhancements (such as Debt
guarantees) the carrying value of which are
secunties and
detailled i the adjacent table Repossessed
equity shares - 3 3 - 2 2
properties are sold in an orderly fashion G N o5 N o5
Where the proceeds are In excess of the varaniees - - -
outstanding loan balance they are returned  ©ther 2 - 2 9 42 133
to the borrower Certain equity securittes 60 3 72 251 5 302

acquired continue 1o be held by the Group
for investment purposes and are classified
as avallable-for-sale and the retated loan
written off
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Debt securities and treasury bills

Debt secunties and treasury bilis are analysed as follows

2010 2000
Debt Treasury Debt Treasury
securities bills Total secunbes bills Total
Smillion $million $million Sirllion Smillion Srrilion
Net impaired securities
Impared secunties 24 - 24 231 - 231
Impairment provisions {180) - {180) {191) - {191)
61 - 61 40 - 40
Secunties neither past due nor impatred
AAA 10,427 2,791 13,218 10708 630 11,336
AA- 10 AA+ 19,689 8,562 28,251 21 246 9818 30,864
A-to A+ 18,384 8,378 26,762 17,770 10,757 28 527
BEB- to BBB+ 8,078 2,516 10,594 7,243 1,930 9173
Lower than BBB- 2,947 1,361 4,308 2,422 1193 3,815
Unrated 7,615 485 8,100 5805 389 6194
67,140 24,093 91,233 65192 24 517 89709
67,201 24,093 91,294 85 232 24,517 84 749
Of which
Held at far value through profit or loss 11,817 6,198 18,015 10111 5,559 15,670

The impaired debt securities fargely include
the Group's holdings of asset backed
securties, on which a $22 million (2002
$73 millior) Impairment charge was taken in
2010 There has been a marginal decrease
IN provisions on Impared secunties since
December 2009

68  Standaid Charlered Annual Bepont 2010

The above table alsc analyses debt
securities and treasury bills that are

neither past due nor impaired by external
credtt rating The standard credit ratings
used by the Group are those used by
Standard & Poor’s or therr equivaient Debt
securities held that have a short-term rating
are reported against the long-term rating of
the 1ssuer For secunties that are unrated,
the Group applies an internal credit rating
as descnbed on page 55
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Unrated securities pnmarily relate to
corporate 1ssues Using nternal creait
ratings, $6,775 milion (2009 $5,674 million)
of these secunties are considered to be
equivalent to investment grade and

$1,325 milion (2008 3520 milion) below
investment grade
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Asset backed secunties
Total exposures to asset backed secuntes

31 December 2010

31 December 2009

Percentage Percentage
of notional Carrying of notional Carrying
valueof  Notional value Fair value' value of Notional value  Far value'
porttolio $millien $million Smilhon portfolle $Smiltion Senilhon $rrlion
Residential Mortgage Backed Secunties (RMBS)
US Alt-A 2% 64 32 25 2% 74 42 31
US Prime - 1 - - - 1 - -
Other 29% 779 740 715 24% 819 767 708
Collateralsed Debt Obligations {CDOs)
Asset backed securilies 2% 65 10 10 2% 7 13 10
Other CDOs 12% 310 268 261 10% 353 285 273
Commercral Mortgage Backed Securities (CMBS)
US CMBS 5% 131 17 110 4% 139 122 108
Qther 22% 586 452 414 19% 664 480 373
Other asset backed securities (Other ABS) 28% 737 690 697 39% 1,315 1227 1,204
100% 2,673 2,309 2,232 100% 3,442 2,936 2,707
Of which included within
—Financial assets held at far value through profit
or loss 3% 86 85 B85 3% 103 97 g7
- Investment secunties - avallable-for-sale 27% 724 499 499 26% 803 608 808
- Investment securtes - loans and recevables 70% 1,863 1,725 1,648 1% 2436 2,231 2002
100% 2,673 2,309 2,232 100% 3,442 2,938 2707
T F i valug reflects the valie of the enbireg poritoln INGIUGINgG assets rec signated 1o 10 s and rec evables

The carrying value of ABS represents
05 per cent (2009 07 per cent) of our
total assets

The noctional value of the ABS portfolio fell
by approximately $762 milhon dunng 2010
due to natural redemptions in the portfolio
and some asset sales The difference
between carrying value and far value

of the remaining portfolic 1s 377 millien at
31 December 2010, henefiting from both
the redemptions and a recovery in market
prices i certain asset classes

wWnte-downs of asset backed securities

The credit qualty of the ABS portfolic

remains strong With the exception of those

securiues subject o an impairment charge,
80 per cent of the overall partfolic s rated
A or better, and 30 per cent of the overall
portfolio s rated as AAA The portfolio 1s
broadly diversified across asset classes
and geographies, and there 1s no direct
exposure to the US sub-prime market The
portfolio has an average crecht grade of A+

The Group reclassified scme ABS from
trading and available-for-sale to loans and
recevables with effect from 1 July 2008
The securties were reclassified at therr

far value on the date of reclassification

Note 15 to the financial statements provides
details of the remaining balance of those
assets reclassified in 2008 No assets were
reclassified 1in 2010 or 2009

Avalable Loars and
for sale 1acevables Fotal
$millton $mulion Sinilion
31 December 2010
Credit o avalable-for-sale reserves 68 - 68
Charge to the profit and loss account (22) {4) (26)
31 December 2009
Credit to avallable-for-sale reserves 28 - 26
Charge 1o the profit and loss account (70} ] (77}
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Country cross-border nsk

Country cross-border risk is the risk that we
will be unable to obtan payment from our
customers or third parties on their
contractual obligations as a result of certain
actions taken by foreign governments,
chiefty relating to convertitulity and
transferabiity of foreign currency

The GRC I1s responsible for our country
cross-border risk tmits and delegates the
setting and management of couniry imits
to the Group Country Risk function

The business and country chief executive
officers manage exposures within these
Imits and policies Countries designated
as higher nsk are subject to increased
central monitonng

Cross-border assets comprise loans and
advances, Interest-bearing deposiis with
other banks, trade and other bills,
acceptances, amounts recenvable under
finance leases, dernvatives, certificates of
deposit and other negotiable paper,
investment securities and formal
commitments where the counterparty 1s
resident in a country other than where the

assets are recorded Cross-border assets
also Include exposures to local residents
denominated in currencies other than the
local currency

Our cross-border exposure to China, India
and UAE has nisen significantly over the
past year, reflecting our focus and
continued expansion IN our core Countries
For China the increase was driven by

both onshore and offshore loans to
Chinese corporates and banks making
Increased use of more attractive foreign
currency funding for tharr trading and
business activibies

Increased cross-border exposure for India
reflects growth in short term trade business
and higher Corporate Finance activity
Cross-border exposure to the UAE has
ncreased as we grew our core business
with particular emphasis on the Abu Dhaby
partfolio In Qatar landmark
government-related transactions
significantly increased our exposure

The decrease In our exposures to Korea
reflects less demand for US dotlar
horrowings from Karean clients

Cross-border exposure to countnies In
which we do not have a significant
prasence predeminantly relates to
short-dated money markat activity, and
some global corporate business Such
business Is originated in our footprint
countries with counterparties dormciled
outside our footprnt This explains our
significant exposure In the US and
Switzerland as descrnbed in the table below

The table below, which is based on cur
internal cross-border country nsk reporting
requirements, shows cross-bordar
outstandings where they exceed 1 per cent
of total assets

2010 2009

One year Over Qne yoar Ovet
orless one year Total of less one yeat Total
Smilion Smithon Smillion $irnlon Srolion $milion

Incha 13,117 12,706 25,823 8,370 10470 18 840
China 12,623 7,131 19,754 5979 4 007 9,986
Hong Kong 12,781 5,642 18,323 12,410 4,856 17,266
us 13,857 4,226 18,083 14 484 5,604 20088
United Arab Ermirates 5,927 10,717 16,644 5,807 9,071 14 878
Singapore 11,692 3,514 15,206 13135 3,411 16 546
South Korea 7,488 5,846 13,334 8 555 6500 15,055
Switzertand 3,918 2,362 6,280 2,844 1638 4,482
Qatar 1,996 3,255 5,251 840 2044 2,884
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Market rnisk

We recognise market risk as ths potential
for loss of earnings or economic value dus
to adverse changes In financial market rates
or prices QOur exposure to market nsk
anses principally frem customer-driven
transactions The objective of our market
nsk policies and processes Is to obtain the
hest balance of nsk and raturn whilst
meeting customers’ requirements

The primary categories oi market risk for
Standard Chartered are

e nterest rate nsk ansing from changes in
yield curves, credit spreads and implied
volatiities on Interest rate options

» currency exchange rate nsk ansng from
changes in exchange rates and imphed
volatihities on foreign exchange options

« commaodity price risk ansing frem
changes In commeodity prices and
commodity option impled volatilities,
covering energy, precious metals, base
metals and agriculture

* equity price sk anising from changes In
the prices of equities, equity Indices,
equity baskets and implied volatiities on
related options

Market risk governance

The GRC approves our market risk appetite
taking account of market volatilty, the range
of products and asset classes, business
volumes and transaction sizes Market risk
exposures have remained broadly stable

in 2010

The Group Market Risk Committee
(GMRQC), under authority delegated by the
GRCG, 1s responstble for setting VaR and
stress loss triggers for market nsk within
our nsk appetite The GMRC s also
responsible for policies and other standards
for the control of market nsk and overseeing
therr effective implementation These
policies cover both trading and non-trading
books of the Group The trading book is
defined as per the FSA Handbook s
Prudential Sourcebook for Banks, Bulding
Soateties and Investment Firms (BIPRU)
This 1s more restrictive than the broader
definition within I1AS 39 ‘Financial
Instruments Recognition and
Measurement’, as the FSA only permits
certan types of financial Instruments or
arrangements to be ncluded within the
trading book Limits by location and
portfolio are proposed by the businesses
within the terms of agreed policy

Group Market Risk (GMR) approves the
imits within delegated authonties and
monitors exposures against these imits
Additional imits are placed on specific
instruments and position concentraiions
where appropriate Sensitivity measures are
used in addition to VaR as risk management
tools For example, interest rate sensitimty 1s
measured in terms of exposure to a one
basis pont increase in yields, whereas
foreign exchange, commeodity and equity
sensitivittes are measured In terms of the
underlying values or amounts mvolved
Option nisks are controlled through
revaluation imiis on underlying price and
volatity shifts, imits on volatiity nisk and
ather vanables that determine the

option's value

Value at Risk

We measure the nsk of iosses ansing from
future potential adverse movements in
market rates, prices and volatiities using a
VaR methodology VaR, in general, 1s a
quantitative measure of market rnisk that
applies recent historical market conditicns
to estimate the potential future loss n
market value that will not be exceeded in a
set time penod at a set statishical
confidence level VaR provides a consistent
measure that can be applied across trading
businesses and products over time and can
be set against actual dally trachng profit and
loss outcome

VaR 1s calculated for expected movements
over a minimum of cne business day and to
a confidence level of 97 5 per cent This
confidence level suggests that pcotential
daily losses, In excess of the VaR measure,
are likely to be experienced sixX times

per year

We apply two VaR methodologies

* historical simulation involves the
revaluation of all existing posiions to
reflect the effect of histoncally observed
changes in market risk factors on the
valuation of the current partfolio This
approach I1s applied {or general market
nsk factors

Monte Carlo simulation this methodology
is similar to historical simulation but with
consicdderably more input nsk factor
observations 1hese are generated by
random sampling techniques, but the
results retain the essential vanability and
correlations of histoncally ohserved risk
factor changes Fhis approach is appled
for credit spread VaR
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In both methods an historical observation
period of one year 1s chosen and appled

VaR 1s calculated as our exposure as at the
close of business, generally London time
Intra-day nisk levels may vary from those
reported at the end of the day

Back testing

To assess therr predictive power, VaR
mociels are back tested against actual
results In 2010 there was one regulatory
back testing exception, and one in 2009
This tg well within the ‘green zone’ appled
internationally to nternal models by bank
superviscrs and implies that model
reliability 1s statistically greater than 95 per
cent

Strass testing

Losses beyond the confidence interval are
not captured by a VaR calculation, which
therefore gives no indication of the size of
unexpected losses In these situations

GMR complements the VaR measurement
by weekly stress testing of market nsk
exposures to highlight the potential risk that
may arise from extreme market events that
are rare but plausible

Stress testing (s an integral part of the
market sk management framework and
considers both historical market events
and forward-looking scenarios A
consistent strass testing methodology 1s
applied to trading and non-trading Hooks
The stress testing methodology assumes
that scope for management action would
be Imited dunng a stress event, reflecting
the decrease N market hquidity that
often cceurs

Stress scenarios are regularly updated to
reflect changes in sk profile and economic
events The GMRC has responsibility for
reviewing stress exposures and where
necessary, enforcing reductions in overall
market risk exposure The GRC censicders
the results of strass tests as part of s
suparvision of risk appetite

Regular stress test scenarios are applied tc
interest rates, credit spreads, exchange
rates, commodity prices and equity prices
This covers all asset classes in the Financial
Markets bhanking and trading bocks

Ad hoc scenanos are also prepared
reflecting specific market conditions and for
particular concentrations of nsk that arise
within the businesses
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Market nsk changes

Total average VaR declined in 2010
compared with one-year 2009 This
stemmed mamly from the non-trading book
VaR, and reflected decreasing volatiity of
credit spreads that followed a sharp
Increase after the collapse of Lehman
Brothers In September 2008 The cne-year
historical data window applied as an input
to the VaR model continued to reflect this
penod of particularly high credit spread
volatiity throughout most of 2009, but its
mpact tailed off in the second half of 2009
Average trading book VaR also declined in
2010 across asset classes

Daily value at nsk (VaR at 97 5%, 1 day)

There have been three significant changes
of VaR coverage dunng 2008 and 2010,
which have affected Total VaR as follows

» Group Treasury positions were
transferred from VaR to net interest
ncome sensitivity basis from the start of
2010 (see detalls on page 73) This
resulted in a $3 6 million reduction In total
VaR in 2010

» The listed part of the private equities
portfolio was included in non-trading VaR
from QOctober 2009 resutting in an
ncrease of $3 millon in total vaR

» Securites classed as loans and
receivables or held to maturity were
removed from VaR in June 2009 These
non-traded securities (largely comprising
asset backed securnties re-classified In
2008) are accounted for on an amortised
cost basis and are match funded, so
market price movements have no eifect
on either profit and loss or reserves
This alignment of VaR with accounting
treatment resulted in an $8 6 million
reduction in total VaR at the time
of mplementation

2010 2000

Average High? Low? Actuat® Average High® | ow? Actual*

Smillion $million Smilhon $million Sentlhon Emillion $million $milhon
Trading and non-trading
Interest rate nsk’ 201 255 163 192 373 467 247 255
Foreign exchange nsk 56 126 31 76 78 161 35 50
Commedity nsk 19 40 07 35 30 55 13 37
Equity nsk 95 13 69 107 43 11 11 108
Total® 221 310 173 252 389 479 276 318
Trading
Interest rate nsk’ 87 19 51 67 n7 178 87 105
Foreign exchange nsk 56 125 a1t 76 78 161 35 50
Commodity nsk 19 40 a7 35 30 55 13 37
Equity nsk 19 29 12 14 27 38 10 25
Total¢ 12 167 81 926 145 193 99 132
Non-trading
Interest rate risk! 150 222 12 143 324 410 208 222
Equity nsk® 94 108 81 100 18 99 - a1
Total? 174 232 135 16 9 327 410 226 235
t nterest rato nsk VR nuludos aredit spicdad sk ansing from secunlies held for frading oF avalably Jor sdle
2 The {ot 8 Valt shown m he lables above rs not 1 sum of lha component isks due 1o offsets between twm
& Highe st and lowest VaR ton each sk tae o «a mdepercd nt and ustially ocom oo different dys
tOACbone day Vafl as al penod end dale

Non b st equaty nsk ViR was inclucged only Trom Octobe 2000 Fur the penod October 10 Decernber 2009 ron Ireading equidy nk Val average w s $4 1 tntior, with o low of $8 7 milon

Average daily income earned from market nsk related activittes

2010 2009
$million Sollion
Trading
Interest rate nsk 48 50
Foreign exchange nsk 47 53
Commodity nsk 13 10
Equity nsk 04 04
Total 12 17
Non-Trading
Interest rate nsk 36 45
Equity nsk 05 10
Total 41 55
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Market nsk VaR coverage

Interest rate nisk from non-trading book
portfolios 1s always transferred to Financial
Markets where It 1s managed by local

ALM desks under the supervision of local
Asset and Liability Committees (ALCO)
ALM deals in the market n approved
financial nstruments in order to manage the
net Interest rate nsk, subject to approved
VaR and nisk Iimits

VaR and stress tests are therefore applied
to these non-trading book exposures
{except Group Treasury, see below) In the
same way as for the trading book, ncluding
listed available-for-sale securities Securties
classed as Loans and recevables or Held
to matunty are nct reflected in VaR or stress
tests since they are accounted on an
amortised cost basis and are match
funded, so market pnce movements

have ne effect on either profit and loss

or reserves

Foreign exchange nsk on the non-trading
book portfolios 1s mnimised by match
funding assets and labilities in the same
currency Structural foreign exchange
currency risks are not included within
Group VaR

Equity nsk relating to non-listed Private
Equity and strategic investments 1s not
included within the VaR It 1s separately
managed through delegated hmits for
both investment and divestment, and

1s also subject to regular review by an
investment committee These are included
as Level 3 assets as disclosed in note 15
to the financial statements

Group Treasury market risk

Group Treasury raises debt and equity
capital and the proceeds are invested within
the Group as capital or placed with ALM
Interest rate risk anses due to the
nvestment of equity and reserves into
rate-sensitive assets, as well as some tenct
mismatches between debt 1ssuance and
placements This nsk 1s measured as the
impact on net interest iIncome (NI)) of an
unexpected and instantanecus adverse
paratiel shift in rates and 1s monitored

over a roling one-year time horizon (see
table below)

this nisk 1s monitored and controlled by the
Group's Capital Management Committea
{CMC)

Group Treasury
NIl sensitivity to parallel shifts
m yteld curves

2010 2000

$mullion Smillion

+25% basis points 299 140
-25 basis ponts {29 9) {14 0)

The increase In NIl sensitivity 1s primaniy
due to the placement of the 2010 nghts
1ssue proceeds at the US Federal Reserve
over the year end

Group Treasury also manages the structural
foreign exchange nsk that anses from
nen-US dollar currency net investments in
branches and subsidianes The impact of
foreign exchange movements is taken to
reserves, which form part of the capital
base The effect of exchange rate
movements on the capital ratio s partially
mitigated by the fact that both the value of
these investments and the risk weightec
assets in those currencies follow broadly
the same exchange rate movements With
the approval of CMC, Group Treasury may
hedge the net investments If it 1s anticipated
that the caprtal ratio will be matenally
affected by exchange rate movements At
31 December 2010, the Group had taken
net Investment hedges (using a combination
of derivative and non-derivative financial
nvestments) of $1,112 million (31 December
2009 $644 millon) to partly cover its
exposure to Korean won and $nil milion (31
December 2008 $94 million) to partly cover
iis exposure to Tawanese dollars

The table below sets out the principal
structural foreign exchange exposures (et
of Investment hedges) of the Group

2010 2009

Stmalion Sivlion

Hong Kong dollar 5,817 5852
Korean won 5,266 5133
Indian rupee 3,400 2,828
Tawanese dollar 2,606 2071
Thas baht 1,495 1,291
UAE dirham 1,343 1008
Singapore dollar a8 986
Malaysian nnggit 1,047 834
Chinese renminbe 1,420 795
Indonesian rupiah 882 595
Pakistani rupee 614 562
Other 2,838 2203

27,569 24,248

An analysis has been performed on these
exposures 1o assess the impact of a

1 per cent {all m the US dollar exchange
rates adjusted to Incorporate the impacts
of correlations between different currencies
The impact on the positions above would
be an increase of $197 millon (2009 $176
milhlon) Changes in the valuation of these
pesitions are taken to reserves

Denvatives

Derwvatives are contracts with
charactenstics and value denved from
underlying financial nstruments, interast
and exchange rates or indices They include
futures, forwards, swaps and options
transactions Denvatives are an important
nsk management tool for banks and their
customers because they can be used to
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manage market price nsk The market risk
of derivatives 1s managed in essantially the
same way as other traded products

Our derwative transactions are principally in
instruments where the mark-to-market

values are readily determinable by reference
to ndependent prices and valuation quotes

We enter intc dervative contracts n the
normal course of business to meet
custorner requirements and to manage
our exposure to fluctuations in market
price movements

Denvatives are carned at far value and
shown in the balance sheet as separate
totals of assets and labilities Recognition
of far value gans and losses depends on
whether the denvatives are classified as
trading or held for hedging purposes

I he credit nsk ansing from all financial
dervatives 1s managed as part of the overalt
lending kmits to financial Institutions and
corporate cusiomers This 1S covered In
more detait In the Credit nsk section

Hedging

Countries within the Group use iutures,
forwards, swaps and options transactions
primarly to mitigate interest and foreign
exchange risk arising from ther in-country
exposures The Group also uses futures,
forwards and options to hedge foreign
exchange and nterest rate risk

In accounting terms under |AS 39, hedges
are classified inte three types farr value
hedges, predeminantly where fixed rates of
interest or foreign exchange are exchanged
for floating rates, cash flow hedges,
predominantly where varable rates of
interest or foreign exchange are exchanged
for fixed rates, and hedges of net
Investments in overseas operations
franslated to the parent company’s
functional currency, US doltars

The use of interest rate swaps for the
purposes of far value and cash flow
hedging increased in 2010 compared with
2009, as we continued te focus on hquidity
management together with a more active
palance sheet hedging strategy Interest
rate swaps used for cash flow hedges
increased significantly compared with 2009,
primarily to hedge floating rate mortgage
expasures in Tawan, and the increass In
fawr value hedges largely reflected the
growth of fixed deposits and bonds in Hong
Kong Currency swaps for far value
hedging increased primarly {o hedge the
increased level of Medium term note
iIssuances in the UK Forward Foresgn
exchange caontracts held for far value
hedging increased in ine with the strategy
to grow the Credit Trading business
Currency swaps held for cash flow hedges
Increased largely as a result of more active
management of our mortgage book
exposures In Korea
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We may also, under certain indwidually
approved circumstances, enter into
economic hedges that do not qualify for 1AS
309 hedge accounting treatrment, and which
are accordingly marked to market through
the profit and loss account, thereby creating
an accounting asymmetry These are
entered nto primarily to ensure that residual
interest rate and foreign exchange risks are
being effectively managed

Liquidity risk

Ligtrchity risk is the nsk that we either do not
have sufficient financial resources avallabie
1o meet our obhgations as they fall due, or
can only access these financial resources
at excessive cost

It 1s our policy to maintain adequate lquidity
at all tmes, in all geographic locations and
for all currencies, and hence to bein a
position to meet cbligations as they fall due
We manage liquiciity nsk both on a
short-term and medium-term basis In the
short-terrn, our focus 1s on ensuring that the
cash tlow demands can be met through
asset maturnities, customer deposits and
wholesale funding where required In the
medium-term, the focus 1s on ensuning the
halance sheet remains structurally sound
and ahgned to our strategy

The GALCO 1s the responsible governing
body that approves our iquidity
management policies The Liquidity
Management Committee (LMC) receves
authority from the GALCC and 1s
responsible for setting or delegating
authority to set lquidity Iimits and proposing
hquichty nsk policies Liquidity in each
country 1s managed by the Country ALGO
within the pre-defined liquidity imits set by
the LMC and in comphance with Group
Iiguidity policies and practices and locat
regulatory requirements GMR and Group
Treasury propose and oversee the
impternentation of polictes and other
controls relating to the above rnsks

\We seek to manage our hquidity prudently
in all geographical locations and for all
currenctes Exceptional market events can
impact us adversely, thereby affecting ocur
ability to tulfil cur obligations as they fall

due 1he principal uncertainties for lquichty
risk are that customers withdraw their
deposits at a substantiaily faster rate than
expected, or that asset repayments are

not received on the intended matunty date
To mitigate these uncertainties, our
customer deposit base 1s diversified by type
and maturity tn addiion we have
contingency funding plans including a
portioko of hquid assets that can be realised
if a hquidity stress occurs, as well as ready
access to wholesale funds under normal
market conditions
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Policies and procedures

Due to the diversified nature of our
business, our policy 1s that liquidity 1s more
effectively managed locally, in-country
Each ALCO s responsible for ensuring
that the country 1s self-sufiicient, able to
rmeet all its obligations to make payments
as they fall due, and operates within the
local regulations and lguidity himits set for
the country

Our liguidity nsk management framework
requires imits to be set for prudent iquidity
management There are lmits on

» The mismatch In local and foresgn
currency behavioural cash flows

The level of wholesale borrowing to
ensure that the size of this funding 1s
proportionate to the local market and our
local operations

e Commitments, both on and off balance
sheet, to ensure there are sufficient funds
available In the event of drawdown on
these commitments

The advances to deposits ratic to ensure
that commercial advances are funded by
stable sources and that custormer lending
15 funded by customer deposits

The amount of medium-term funding to
support the asset portfolio

The amount of local currency funding
scurced from foreign currency sources

In addition, we prescnbe a liguidity stress
scenario that assumes accelerated
withdrawal of deposits over a penod of
time Each country has to ensure that
cash inflows exceed outflows under such
a scenarno

All limits are reviewed at least annually, and
more frequently If required, to ensure that
they remain relevant given market
conditions and business strategy
Compliance with timits s monitored
indepeandently on a regular basis by GMR
and Finance Limit excesses are escalatec
and approved under a delegated authorty
structure and reviewed by ALCO Excesses
are also reported monthly to the LMC and
GALCO, which provide further oversight

in addition, regular reports to the ALCO
include the following

« |ntarmation on the concentration and
protfile of debt matunities

« Depositor concentration report to monitor
rellance on large indmdual depositors

We have significant levels of marketable
sec¢urnities, including government securiiies,
which can be realised, repo'd or used as
collateral in the event that there 1s a need
for iquidity n a cnsis In additon, hauidity
crisis management plans are maintained by
Group and within each country, and are
reviewed and approved annually The
Iquidity crisis management plan lays out
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tngger ponts and actions n the event of a
llquidity crisis to ensure that there is an
effective response by sentor management

Primary sources of funding

A substantial portion of our assets 1s funded
by customer deposits made up of current
and savings accounts and cther deposits
These customer deposits, which are widely
diversified by type and maturity, represent a
stable source of funds The ALCO in each
country manitors trends in the balance
sheet and ensures that any concerns that
might impact the stability of these deposits
are addressed effectively The ALCC also
reviews balance sheet plans to ensure that
projected asset growth 1s matched by
growth in the stable funding base

We maintain access to the interbank
wholesale funding markets in all major
financial centres and countries in which we
operate as well as to commaercial paper
Issuance This seeks to ensure that we have
flexibility around matunty transtormation,
have market intelligence, mantain stable
funding lines and can obtain optimal pncing
when we perform our interest rate nsk
management activities

Liguidity metrics

We also monttor kay liquidity metrnics on a
regular basis, both on a country basss and
tn aggregate across the Group The key
metrics are

Advances-to-deposits ratio

This 1s defined as the ratio of total loans and
advances to customners relative to total
customer deposits A low advances-to-
deposits ratic demonstrates that customer
deposits exceed customer loans resulting
from emphasis placed on generating a high
level of stable funding from customers

2010 2009
$mtlion Smilhion

Loans and advances
to customers! 246,404 201,803
Customer accounts? 316,502 266746
% %

Advances-io-

deposits rato 779 786

1 Seqnate 19 1o the inanoial staternerits on page 178
7 See note 29 10 the fnanci d statements on page 190

Liguid asset ratio

This is the ratio of iquid assets to total
assets The signiicant level of heldings of
liquid assets in the balance sheet reflects
the application of our liquidity policies and
practices The following table shows the
ratio of Iquid assets o total assets

2010 2009
% %

Liquict assets' to
total assets ratio 26 6 26 2

T Liguid assets are 1ho tolal of cash dess restrcled
balaie s} net infeibs ik heaswy bills and debt
sectinlu s less g nil sk lies
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Liquidity analysis of the Group's balance

This table analyses assets and habilities into  cash flow

relevant maturity groupings based on the

remaining period to the contractual matunty  Within the tabies below cash and balances
date as at the balance sheet date, ona with central banks, loans and advances to

discounted basis Contractual matunities do
sheet not necessartly reflect actual repayments or

banks, treasury bills and debt secu
classified as trading, held at far val

rities
ue or

avallable for sale mcluded within investment
secunties are used by the Group pnncipally

for iquidity management purposes

2010
Between
three Between
Three months one year
months and and More than
or less one year five years five years Total
Smillion $million Srllion $smilion smillion
Assets
Cash and balances at central banks 25,339 - - 7,385 32,724
Denvative financial Instruments 9,204 12,182 19,596 6,877 47,859
Loans and advances to banks' 39,800 10,715 2,391 368 53,264
Loans and advances to customers’ 81,268 35,921 55,450 73,765 246,404
investment securities’ 20,269 32,564 29,091 13,641 95,565
Other assets 13,831 5,839 65 20,991 40,726
Total assets 189,711 97,221 106,593 123,017 516,542
Liabilities
Deposis by banks! 26,565 2,268 498 153 29,474
Customer accounts’ 269,213 37,464 6,943 2,882 316,502
Denvative financial instruments 9,159 11,887 19,606 6,481 47,133
Debt securities in 1ssue’ 10,817 9,052 13,691 1,131 34,691
Cther liabiities 16,153 2,602 911 14,272 33,938
Subordinated habilities and cther borrowed funds 5 290 918 14,726 15,939
Total habities 331,912 63,553 42,567 39,645 477,677
Net hquidity gap (142,201) 33,668 64,026 83,372 38,865
T Amoenits nclice inancial nstrutments held at fai vaue through probit o loss (seo nofe 15 te the tinancial statements)
2009
Belwern
tlvae Batween
Threa months one year
months and and More than
of less ona year five yoars five yoanrs Total
$rmilien Sroiltion $million Srmifhon Srnillion
Assets
Cash and balances at central banks 13,160 - - 4971 18,131
Dernvative financial insiruments 9,801 7508 16,207 4 587 38193
Loans and advances 1o banks? 37127 14,182 1,289 335 52,933
Loans and advances 1o customers? 63,162 34,939 44,406 59,296 201 803
Investment securities? 18,939 30185 32,967 10524 92 615
Other assets 5755 710 49 26 464 32,978
Total assets 148,034 87,524 G4 918 106177 436 653
Liabilihes
Deposits by banks® 34721 2,967 1,140 115 38,943
Customer accounts? 230,332 22108 3,971 245 256,746
Denvative financial instruments 8644 7,969 15,757 4214 36 584
Debt securihes in issue’ 11,390 9,134 11,059 1676 33,259
Other babiliies 13,182 1,089 178 12,022 26 471
Subordinated liabiliies and other
beorrowed funds 723 - 562 16 445 16730
Total habihties 298 992 43 357 32,667 33747 408 733
Net hquidity gap {150,958) 44167 62,251 72,460 27,920
2z Amounts include inancial nstiaments held «f far value through probt o loss {see nole 15 1o the finanual staterments)
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Behavioural maturity of financial habilities
As discussed on page 75 the Group seeks
to manage its habilities both on a
contractual and behavioural basis primarily
by matching the maturity profiles of assets
and labiities The cash flows presented on
page 75 reflect the cash flows that wili be

contraciually payable over the residual
maturity of the instruments  In practice,
however, certain lability instruments
behave differently from their contractual
terms and typicatly, for short-term
customer accounts, extend to a longer
penod than therr contractual matunty The

Group's expectation of when such labilities

are likely to become payable 1s provided in
the table below

2010 2009
Between Batween
three Between thieo Botween
Three months  one year Thras months onG yoar
months and and More than months and ard  Moie than

orless oneyear fiveyears five yeors Total ar less one yeat five yoat s five yoars Total
Smillion  $million Smilllon $Smillion Smilion Smilhion Sinillion Smillion Smilion $million
Deposits by banks 25,306 3,124 B892 152 29,474 34,764 3,252 B12 115 38943
Cusiomer accounts 130,275 49,199 113,105 23,923 316,502 107 379 350N 93 543 20,733 256746
Total 165,681 52,323 113,997 24,075 345,976 142143 38,343 94,355 20848 295689

* Cuslomer accounds have been 1ed issified belween matunty poliles.

Financial habihties {excluding denvative

financial instruments) on an undiscounted

basis

1 he {ollowing table analyses the contractual
cash flows payable for the Group s financial
hahilities by remaining contractual matunties

on an undiscounted basis The financial
lability balances in the table below will not

agree to the balances reported in the
consolidated balance sheet as the table
ncarporates all contractual cash flows, on
an undiscounted basis, relating to both
principal and interest payments

Within the '"More than five years’ matunity
band are undlated financial labiities of
$3,318 milien (2009 $3,583 milkan), all

of which relate to subordinated debt, on
which interest payments are not included
as this infarmation would not be meaningful
Interest payments on these instruments
are Included within the matunties up to

five years

2010 2009
Between Batween

three  Betwoen thice Between

Three months  oneyear Theea monits one year
months and and More than menths arnd and  Moe than
orless  oneyear fiveyears fweyears or (55 one year fiva yoars five years
$million Smillion Smiltion Smillion Froullion $million gmilkon Sirullion
Deposits by banks 23,924 2,429 398 131 34 548 2,930 982 84
Customer accounts 258,243 36,672 6,023 1,783 219,763 25 469 4,351 536

Financial labilties at far value

12,304 2,996 3,038 4,060 8763 2644 2508 1676

Debt securities in 1ssue 11,044 10,333 11,044 2,158 9012 6976 5803 5,336
Subordinated labilities and other borrowed funds 242 1,301 4,995 35,921 1,437 985 7072 22,851
Other liabilities 16,0156 2,678 624 9,025 14 838 1,048 387 7991
Total liabilities 321,772 56,409 26,122 63,078 288361 40,050 21,193 38 474
Gross loan commitments 61,642 18,746 13,476 1,739 45910 12 751 18,552 539

Denvative financial instruments

on an undiscounted basis

Derwative inancial instruments include
those net settled denvative contracts In a

net llability position, togather with the pay

leg of gross settled contracts regardless of

whether the overall contract 1s 1 an asset

or liability position  The recemving leg I1s not

shown In this table and as a result the
derivative amounts in this table are ntlated
by their exclusion

2010 2009
Betwoen Betweer

three Between o Botweesn

Three months one year Thiee months one yaar
months and and More than months and and  Morethan
orless oneyear fveyears fiveyears of loss ona year five yoars  hve years
$million Smition Smillion Smiltion Smillion S$million S$million Smillion
Dervative financial instruments 285,164 187,036 126,684 21,961 22483 119,179 119,009 17328
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Risk review

Operational nsk

Operational nsk 1s the potential for loss
ansing from the falure of people, process or
technelogy or the impact of external avents
We seek to minimise our exposure to
operational nsk, subject to cost trade-offs
Operational risk exposures are managed
through a consistent set of management
processes that drive nsk identification,
assessment, control and moritonng

The Group Operational Risk Committee
oversees the management of oparational
nsks across the Group, supported by
business, functional, and country-level
commitiees This formal structure of
governance provides the GRC with
confidence that operational nsks

are being proactvely identified and
effectively managed

Group Operational Risk 1s responsible for
setting and maintaning standards for
operational risk management and
measurement In addition specialst
operationzl nsk control owners have
responsibility for the management of
operational nsk ansing from the tollowing
activities Group-wide legal processes,
people management, technclogy
management, vendor management,
property management, security
management, accountng and financial
contrel, tax management, corporate
authonties and structure and regulatory
comphance (Regulatory compliance risk I1s
set out In mare detail under Regulatory
changes and compliance on page 51)

Each nsk control cwner 1s responsible for
identifying risks that are matenal to the
Group and for maintaining an effective
control environment, which includes
defining appropnate polictes and
procedures for approval by authonsed
risk committees

Reputational risk

Reputational nsk i1s the potential for damage
to our franchise, resulting in toss of earnings
or adverse impact on market capitalisation
as a result of stakeholders taking a negative
view of the organisation of its actions

Reputational nsk will anse from the falure
to effectively mitigate one or more of
country, credit, lquidity, market, regulatory,
operational, environmental or social nsk
All employees are responsible for day to
day identification and management of
reputational nsk

The Wholesale Banking Responsibility and
Reputational Risk Committee and the
Consumer Banking Reputational Risk
Committee have responsibility for managing
reputational nisk in ther respective
businesses, while the GRC provides
Group-wide oversight, sets policy and
menitors any matenal nsk 1ssues

At country level, the Head of Corporate
Affairs 1s the risk control owner and it 1s their
responsibiity to protect our reputation n
that market with the suppaort of the country
management team To achieve this, the
Head of Corporate Affairs and Country
Chief Executive Officer must actively

* Promote awarenass and application of
our policy and procedures regarding
reputational nsk

* Encourage business and functions to
take account of our reputation in all
deaision-making, including dealings with
customers and suppliers

+ Implement effective n-country reporting
systems to ensure they are aware of all
potential 1ssues in tandem with
respective business commitiees

= Promote effective, proactive
stakeholder management through
ongoing engagement

wiww standar dchar tered com

Pension nsk

Pension nsk 15 the potential for loss due to
having to meset an actuarally assessed
shortfall in the Group's pension schemes
Pension nsk exposure 15 not concerned
with the financial performance of our
pension schemes but 1s focused upon the
risk to our financial position arsing from our
need to meet our pension scheme funding
obligations The nsk assessment 1s focused
on our cbligations towards our major
pension schemes, ensunng that our funding
obligation to these schemes i1s comfortably
within our financial capacity Pensicn nsk is
monitored on a quarterly basis, taking
account of the actual vanations in asset
values and updated expectations regarding
the progression of the pension fund assets
and habilities

The PEC I1s the body responsitzle for

governance of pension nsk and 1t receives
its authority directly from the Court
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Capital
A source of competitive advantage

Conservatively managing capital levels and mix,

to ensure strong foundations

Our highlights and achievements in 2010

» Strongly capitalised, weli above our stated target ranges, with a focus on
Core Tier 1, to support a conservative, diversified balance sheet

* Successful 1ssue of shares and internal equity generation throughout the
course of the year further strengthened our capital posttion

» Our capital position, alhed with strong hquidity, conttnues to allow us to
support our clhents and seize business opportunities

* Capital implications of regulatory reform remain uncertam but with a strong
capital position and low exposure to higher-nsk asset classes and
segments we engage from a position of strength

78  Slandard Chalered Annual Reparl 2010 www standardchartered com

The followmng parts of Capitat form part
of the audrted financial statements from
the start of Capital Management on
page 78 to the Total capital base in the
table on page 80

Capital management

Our approach to capital management 1s
driven by our desire to maintain a strong
capital base to support the development of
our business, to meet regulatory capial
requirements at all times and to mantain
goad credit ratings

Strategic, business and capital plans are
drawn up annually covering a three-year
honzon and are approved by the Board
The capital plan ensures that adequate
lavels of capital and an optimum mix of the
different components of capital are
mamtained to support our sirategy

The capital plan takes the following intc
account

= Current requlatory capital requirements
and our assessment of future standards

* Demand for capiial due to business
growth forecasts, loan impairment
outlook and market shocks or stresses

* Forecast demand for capital to support
credit ratings and as a signalling tool to
the market

* Avallable supply of capital and
capital-raising options




Business review

Capital

We use a capital model to assess the
capital demand for matenal nsks, and
support our nternal capital adequacy
assessment Each materal nsk 15 assessed,
relevant miigants consictered, and
approprate levels of capital determined

Ihe capital modelling process 1S a key part
of our management discipiines

A strong governance and process
framework s embedded in our capital
planning and assessment methodology
Overall responsibility for the effective
management of nsk rests with the Board
The Board Risk Comrmitiee reviews specific
sk areas and the 1ssues discussed at the
key capital management commitiees The
Group Asset and Liabilty Committeg
(GALCQ) sets nternal tniggers and target
ranges for capital management and
oversees adherence with these

Current compliance with Capstal
Adequacy Regulations

Our lead supervisor 1s the UK's Financial
Services Authority (FSA) The capital that
we are required to hold by the FSA 15
determined by our balance sheet, off-
halance sheet, counterparty and other nsk
exposures Further detail on counterparty
and nsk exposures 1s Included in the Risk
review on pages 4810 77

Capital in branches and subsidiaries 1s
maintaned on the basis of host regulators
requirements Suitable processes and
contrals are In place to moniior and
manage capital adeguacy and ensure
complance with local regulatory ratios in all
our legal entities These processes are
designed to ensure that we have sufficient
capital avallable to meaet local regulatory
capital requirements at all times

The table on page 80 summarises the
consolidated capital position of the Group
The principat forms of capital are included

in the following items on the consoldated
balance sheet share capital and reserves
{called-up ordinary share capital, preference

shares and eligible reserves), subordinated
habilitries (nnavative Tier 1 secunties and
qualifying subordinated llabiities), and loans
to banks and customers (portfolio
Imparrment provision)

Movement in capital

On a Basel |l basis, Core Ter 1 capital has
increased by $9,838 millon since 31
December 2009 The 1-for-8 nghts 1ssue
added $5 2 bilhan and was supplemented
by retaned profits of $4 4 bilion and the
1ssue of indian Depository Recelpts in June
2010 of $503 millen This was offset by an
increase N goodwill and intangibles of
$360 million

Non-Core Tier 1 capital decreased by
$107 million and Tier 2 capital Increased
by $30 milion

Basel ll

The Group complies with the Basel I
framework, which has been implemented in
the UK through the FSA's general prudential
sourcebook and its prudential sourcebook
for Banks, Bulding Sccieties and
Investment Firms

From 1 January 2008, we have been using
the Advanced Internal Ratings Based
approach for the measurement of credit nsk
capital This approach builds on our nisk
management practices and is the result of a
signihcant iInvestment in data warehousing
and nsk modeis

We use Value at Risk (VaRj models for the
measurement of market risk capital for part
of our trading book exposures where
permission to use such models has been
granted by the FSA Where our market nsk
exposures are not approved for inclusion n
VaR models, the capital requirements are
determined using standard rules provided
by the regulator

We apply the Standardised Approach for
determining the capital requirements for
operational nsk

wwiv standardchar lered com

Basel Hli

The Basel Il rules text publshed in
December 2010 by the Basel Committee on
Banking Supervision {the BCBS) serves to
bring together the details of global
regulatory standards on bank capital
adequacy and iquidity While these give us
greater clanty on the global regulatory
standards and the various timelines for
transition, some proposats are still under
consideration by the BCBS and the
Financial Stahility Board, in particular the
capital requirements for systemically
important financial Institutions

The Group estimates that the impact of
adjustments to nsk-weighted assets and
regulatory caprtal under both the proposed
amendments to Basel Il and the
introduction of Basel lll will be 1o reduce the
Group's future Core Tier 1 capital ratio by
up to 1 per cent This estimate s
unchanged in aggregate terms from the
assessment disclosed at the time of the
rights 1ssue in Cctober 2010

In setting global regulatory standards, the
BCBS has left significant discretion to
individual regulators on the exact
interpretation and impfementation of Base!
Il and other proposed changes At present,
there remains significant uncertainty as to
how the EU, the FSA, as the Group's lead
regulator, and various other regulators in
our key markets will seek to interpret and
apply these arrangements The Group
believes, as it did at the time of the rights
issue in October 2010, that it 1s prudent to
assume the iImposition of an accelerated
timetable for the adoption of the new Basel
Iil framework and that certain regulators are
likely o take a conservative approach to the
implementation of new capital buffers,
resulting in higher effective minimum capital
requirements than have yet been announced
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Captal

The GALCO targets Tier 1 and total capital ratios within a range of 7 to 8 per cent and 12 1o 14 per cent respectively In light of the
uncertan economic environment and evolving regulatory debate on banks' capital structures, we believe 1t 1s appropnate to remain

strongly capitalised above our target ranges

2010 2009
$million Smulieon
Tier 1 caprtal
Called-up ordinary share capital 1,174 1,013
Eligible reserves' 35,270 25,001
Non-controling interests 332 256
Less excess expected losses? (664) (502)
Less secuntisation (132) Q7
Goodwill and other intangible assets (6,980) 6620)
Other regulatory adjustments (60} 5
Core Tier 1 capital 28,940 18102
Innovative Tier 1 securities 2,828 2 860
Preference shares 2,686 2,694
Tax on excess expected losses! 185 183
Less matenal holdings {326) {237)
Total Tier 1 capital 34,313 24 582
Tier 2 capital
Ehgible revaluation reserves 530 253
Portfolio impairrnent provision 266 242
Less excess expected losses (664) (502)
Qualifying subordinated labilities
Perpetual subordinated debt 1,494 1,535
Other eligible subordinated debt 9,602 9,547
Less matenal holdings and securitisations {458) (835)
Total Tier 2 capital 10,770 10740
Deductions from Tier 1 and Tier 2 capital {3} {57}
Total capital base 45,080 35,265
Risk weighted assets
Credit nsk 202,333 173,315
Operaticnal risk 26,972 20,696
Market nsk 15,772 19912
Total nsk weighted assets 245,077 213 923
Capital ratios
Cgore Tier 1 capital 11 8% 8 8%
Tier 1 capital 14 0% 11 5%
Total capital ratto 18 4% 16 5%

¥ xeess exprcied losses alo shown gioss
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They 1ax bengiil on excess Lxpecied losses 1s included 50 per cent in’ Liigible resetves’ and 50 per cond i Tax on excess expecied losses
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Capital

Risk weighted assets

2010 2000
$million Smiilion
Consumer Banking 67,551 53215
Wholesale Banking 177,526 160,708
Total nsk weighted assets 245,077 213,923
Heng Kong 31,138 24,708
Singapore 29,294 21,531
Korea 25,707 26,093
Other Asia Pacific 46,896 41278
Incha 19,247 17 381
Middle East & Other S Asia 32,952 28,727
Africa 11,220 10,228
Americas, UK and Europe 55,505 52 921
251,959 222 883
Less Infra-group balances! (6,882) {8,940)
Total nsk weighted assets 245,077 213,923
1 dntra group balances are natted in catoulating capital 1alios
Risk weighted amounts?
2010 2008
Smillion &milhon
Centingent habilities 15,266 13 422
Commitments 10,394 8,856

7 Includes amotnis relating 1o the Group ghare of its joint veniwses

Risk weighted assets (RWA) increased by
$311 bilion, or 15 per cent, compared

with December 2008, with an increase In
Wholesale Banking and Consumer Barking
of $16 8 billier and $14 3 billion respectivaly
Wholesale Banking RWA growth was
concentrated in Amenicas, UK and Europe,
Other Asia Pacific, Hong Kong, Singapore,
Middle East and Other South Asia partly
offset by Korea Consumer Banking RWA
growth was mainly in Qther Asia Pacific,
Singapore, Korea, Hong Kong and India

Credt nsk RWA increased by $29 bilion, or
17 per cent, largely driven by a Wholesale
Banking increase of $15 9 bilion The
growth in Wholesale Banking was driven by
good levels of asset growth in Transaction
Banking and Lending of $19 2 billion, credit
migration of $2 6 billion, which reduced
significantly from $13 2 bilton in the
previous year Other RWA increases of

$0 7 billion were offset by RWA efficiencies
of 3 8 billon (essentially due to higher
collateral recoveries) and Portiolio
Management benefits of $2 8 billion

The growth in Consumer Banking credit
nsk RWA (13 1 tillion) primarily arose from
strong growth in the retail unsecured, SME
and retal mortgage portfolios across Other
Asia Pacific, Hong Kong, Singapore, Korea
and India

The FSA bas granted the Group CAD?2
internal model approval covering the
majarity of interest rate and foreign
exchange nisk as well as market risk ansing
from precious and base metals trading In
November 2010, the approval was
extended to cover energy and agricultural
trading Positions cutside the CAD2 scope
are assessed according to standard
FSArules

At 31 December 2010 our market nsk
RWA was $15 8 hillion {31 December 2009
$19 9 billon) The reduction was due to
the inclusion of energy and agricultural
trading into the CAD2 internal model

Of the total market nsk RWA, 24 per cent
18 CADZ internal model and 76 per cent is
standard rules
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Cperational risk RWA increased by

$68 3 bilhion, or 30 per cent Given that this s
primarily determined by the change in
income over a rolling three-year ime
horizen, the growth reflects the strong
performance of the Group over that penod
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Board
of directors

1 John Peace

Chatrman

John Peace joned the Board as Deputy
Charman in August 2007 He was apponted
Acting Charrman on 14 January 2009, and
Charman on 2 July 2009 John 1s charman
of Experian plc and Burberry Group plc He
1S also a member of the beard of governors
of Nettingham Trent University, deputy
lieutenant for the County of Nottinghamshire
and a fellow of the Royal Society of Arts
Between 2000 and 2008, he was chief
executive of GUS plc, having joned the board
in 1997 With a strong financial services,
retaling background and chairmanship
expenence, John brings extensive
mternational experience and exemplary
governance credentials He has a thorough
working knowledge of Asia Age 62
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2 Peter Sands

Group Chief Executive

Peter was appointed Group Chief Executive
oh 20 November 2006 He joined the Board
on 14 May 2002 as Finance Crrector, with
responsibility for finance, nisk, strategy

and technology and operations He joined
Standard Chartered from consultancy
McKinsey & Company, whera he was

a director working in the banking and
technolegy sectors in a wide range

of international markets Age 49
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3 Rudy Markham

Senior Independent

Non-Executive Director

Rudy was appointed to the Board on

19 February 2001 He 1s a non-executive
director of Legal & General Group Plc,
AstraZeneca PLC and United Parcel Sennice,
Inc, a member of the board of the Financial
Reporting Councl and a member of the
Supervisory Board of CSM nv He s also
non-executve chaimman of Meorfields Eye
Hospital and non-executve director of the
Operational Board of the Foreign and
Commonwealth Office He served as chief
financial officer at Unitever from 2000 to 2007,
having jomed the board In 1998 as strateqy
and technology director Rudy has
considerable knowledge of the markets in
which we aperate and, through his tme at
Unitever, broad experience in one of the
worlkd’s most successful international
corperations, gaining mukinational financial
expenence Whilst serving on the Board he
has demonstrated a detaled understanding of
financial, nsk and governance 1ssues Rudy
has demonstrated excellent stewardship as
Chairman of the Audit Committee, and as a
result of hug length of service and commnment,
he provides an in-depth knowledge of the
Group that 1s Invaluable to the Board, the Audit
Committee, the Board Risk Committee and
the Nomination Committee Age 65




4 Richard Meddings

Group Finance Director

Richard was appointed Group Finance
Director on 20 Navernber 2008, and 1s
respansible for finance, corporate treasury,
group strategy, corporate development
and nsk Richard joined the Board on

16 November 2002 as Group Executive
Director with responsibility for nsk and
Group Special Assets Management In
February 2004 he assumed responsibility
for legal and compliance, and from

March 2605, added responsibility tor
growth and governance across Africa, the
Middle East, Pakistan, the UK, Europe and
the Americas He joined Standard
Chartered from Barclays PLC, where he
served as chiet operating cfficer Barclays
Private Clients, and pnor to that as group
financial controller He was group finance
director of Woolwich plc He s a
non-executive director of 31 Group plc and
1s a member of the Governing Council cf
the International Chamber of Commerce
UK Age 53

— ’
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5 Steve Bertarmm

Group Executive Director

Steve was appointed Group Executve
Director and Chief Executive, Consumer
Banking on 1 June 2008 He previously
spent 22 years with GE, most recently as
chairman and chief executve of GE North
East Asia He was appointed president of
GE Capttal Asia in January 2001, and
assumed responsibility for the
conglomerate § merger and acquisition
business in the Asia-Pacific region from
2004 Age 48

6 Jaspal Bindra

Group Executive Director

Jaspal was appomnted as Group Executve
Director from 1 January 2010, keeping his
respoensibiities for growth and governance
in Asia Jaspal joined the Bank in 1998 and
15 a director of Standard Chartered Bank
He has a wide range of international
expertence, ncluding Glcbal Head of Client
Relationships where he played a key rota in
the introduction of the client-focused
strategy that has served Wholesale Banking
so well As Chief Executive Officer 1in India,
he oversaw the successful acquisition and
integration of Grindlays Bank and set India
on its path to become the fargest profit
contributor in the Group today Age 50
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7 Richard Delbridge

Non-Executive Director

Richard joined the Board on

1 January 2010 He s a non-executive
director of University College London
Hospitals Foundation Trust In 1976,

he joined JPMorgan and was group
comptroller and later managing director
of the London offices In 1989, he was
appointed director, group finance,

at Midland Bank ple, later becoming
group finance directer, HSBC Holdings
plc In 1996, Richard was appointed
director and group chiet financial officer
of National Westminster Bank Pls, a
position he held unil April 2000 Richard s
previous non-executive directorships
nclude Tate & Lyle PLC, JPMorgan
Cazenove, Fortis NV, Fortis SA/NY,
Balfour Beatty plc, Gallaher Group Plc,
Innogy plc and Egg plc He was a council
member and treasurer of the Open
University for eight years untit 2009
Richard brings with him banking and
financial accounting knowledge Age 68
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8 Jamie Dundas

Non-Executive Director

Jamie was appointed to the Board on

15 March 2004 He 1s chairman of Jupiter
Fund Management plc and deputy
presdent and former charman of
Macmillan Cancer Support Over his career,
Jamie has been a non-executive director of
J Sainsbury plc and Drax Group plc, chief
executive of UK-based property company
MEPC., finance director of the Arrport
Authonty Hong Kong and a director of
Morgan Grenfell & Co Lumited Jamie brings
to the Board significant high level
experience In Hong Kong and a strong
background in banking, including a deep
understanding of the wholesale banking
marketplace Age 60

9 Dr Han Seung-sco, KBE
Non-Executive Director

Dr Han 1s a former prime minister of the
Republc of Korea and joined the Board

on 1 January 2010 He has a distinguished
political, diplomatic and administrative
career serving as deputy prime mmnister
and minister of finance, loreign atfars, and
mdustry and trade before serving as prime
rainister n 2008 and 2009 He also served
as Korean ambassador to the US, chief

of staff to the president, president of

the 56th Session of the United Nations
Genearal Assembly, special envoy of the

UN Secretary-General on Climate Change
and charrman of the 2009 OECD Ministerial
Council Meeting In Paris He Is currently
charman of the Global Green Growth
Institute as well as a member of the UNSG's
High-Level Panel on Global Sustamnability
Dr Han brings with him valuable knowledge
of Asia and egonomics Age 74

10 Val Gooding, CBE

Non-Executive Director

Val was appointed to the Board on

1 January 2005 She s a non-executive
director of J Sainsbury plc, the Lawn Tennis
Association and the BBC She s a member
of the advisory board of the Warwick
Business School, a trustee of the Briish
Museum, lead non-executive director of the
departmental board at the Home Office and
a marmber of the advisory committee of
Virgin Group Between 1998 and 2008,

Val was chiet executive officer of healthcare
organisation BUPA, which she joined from
Bntish Airways where she held several
executive positions One of Britain's most
internationally recognised businesswomen,
Val has a high level of knowledge ot
financial services and regulation, marketing
and customer service as weli as pecple
management and corporate strategy

Age 60
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11 Simon Lowth

Non-Executive Director

Simon was appointed to the Board on

1 May 2010 He s an executive director
and chief financial officer of AstraZeneca
PLC Previously, he was financial directer
of Scottish Power plc and has 15 years
experience at McKinsey & Company,
latterly as a senior director Simon brings
to the Board significant financial and nisk
management experience gained from
his tme with AstraZeneca PLC and
Scothsh Power plc Age 49

12 Ruth Markland

Non-Executive Director

Ruth was appointed to the Board on

3 November 2003 She 1s charrman of

the board of trustees of chanty WRVS

and a non-executive director of The Sage
Group plc and a member of the supearvisory
board of Arcadis NV She was a partner at
international law firm Freshfields Bruckhaus
Dernnger, managing thelr Asian offices
Having Iived in Singapeore and Hong Kong
for a total of 18 years, Ruth has significant
expertise It Asia and a deep understanding
of the regulatory environment Age 58

13 John Paynter

Non-Executive Director

John was appointed to the Board on

1 October 2008 He 1s a non-executive
director of Jardine Uoyd Thempson
Group ple, a non-executive director of
Standard Life Investments Limited and
Standard Life Holdings Limitad and 1s a
senier adwisor to Greenhill and Co
international LLP He was previously vice
charrman of JPMorgan Cazenove He
joined Cazenove In 1979, where he warked
for 29 years He was appomted partner in
1986 and later headed corporate finance,
its largest business John brings a wealth
of experience in the fields of corporate
broking, financal advisory and institutional
nvestor knowledge He has a deep
understanding of financial markets and
the corporate sector Age 58

14 Mike Rees

Group Executive Director

Mike was appointed to the Board on

4 August 2009 He joined Standard
Chartered i 1990 as chief financial officer
for treasury, and was appomnted regionat
treasurer In Singapore, respensible for
our South East Asia treasury businesses,
in October 1994 He was appointed Head
of Global Markets in late 2000, and two
years later was appointed Chief Executive,
Wholesale Banking, with responsibiity for
all wholesale banking products in addition
to his responsibiities for global markets
products Age 55
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15 Paul Skinner

Non-Executive Director

Paul was appointed to the Board on

3 November 2003 He 1s charrman of the
adwvisory board of Infrastructure UK, a
division of HM Treasury, mandated to bring
a strategic focus to Infrastructure
development as a driver of economic
growth in the UK He 1s also a non-executive
director of LAir Liguide SA and the Tetra
taval Group and of the pubtic interest body
of PrnicewaterhouseCoopers He was
farmerly group managing director of Royal
Duteh Shell and chief executive officer of its
global ol products business Following his
retrement from Shell in 2003 he was
chairman of Rio Tinto from 2003 to 2009
He has also recently served as char of the
Commonwealth Business Councll, as a
member of the Defence Board of the
Ministry of Defence and as a board member
of the INSEAD business school Paul has
extensive experience of customer-facing
global businesses across our geographical
footprint and of managing a large global
commodities trading business Age 66

16 Oliver Stocken

Non-Executive Director

Oliver was appointed to the Board on

1 June 2004 He i1s charman of Home
Retall Group plc, Oval Limited and
Stanhepe Group Holdings Limted He 1s
alse charman of the MCC and chairman of
the trustees of the Natural History Museum
Previously he was deputy charrman of

31 Group plc and finance director of
Barclays PLC Olver's financial, banking
and international experience makes hma
valuable contributor to the Board Age 69

17 Annemane Durbin
Group Company Secretary




Senior
management

Group Management Committee

The Group Management Committee
as at 2 March 2011 comprises the
executive directors of Standard
Chartered PLC and the following
senior executives

1 Tracy Clarke

Tracy joined Standard Chartered In

1885 She s Group Head of Human
Resourcas and Communications She
has previcusly held the positions of
Group Head of Corporate Affars, Head
of the Group Chief Executive’s Office and
other banking roles In the UK and Heng
Kong She is a non-exscutive director

of eaga plc Age 44

2 Richard Goulding

Joined Standard Chartered in 2002
Richard 1s Group Chief Risk Officer He
was previously the Ghief Operating Officer
of Wholesale Banking Prior to joning the
Group he was chief operating officer of
Old Mutual Group Financial Services and
before that was a member of the global
executive board of UBS invesiment
banking dwision Age 51

Carporate governance

3 Tim Miller

Tim joined Standard Chartered 1in 2000
He I1s Director, Property, Research and
Assurance and has responsibiity for
corperate real estate, compliance and
regulatory risk, legal and global research
He also has funchonal responsibility for
internal audt and the corporate secretanat
He was previously Group Head of Human
Resources He 1s Charman of Standard
Chartered First Bank Korea Limited and
Standard Chartered Korea Limited He

15 also a non-executive director of Michael
Page International plc and charman of the
Governing Bodly of the Schoc! of Oniental and
African Studies Age 53

4 V Shankar

Joined Standard Chartered in 2001 He

1s CEQ, Ewrope, Middle East, Africa and
Americas and Charman of The Standard
Chartered Private Bank He has previously
held the position of Group Head, Onginatian
and Client Coverage and Group Head,
Corporate Finance He 1s a member of the
hoard of the Inland Revenue Authority of
Singapore and a member of the National
Integration Council and the board of
trustees of Sinda, Singapore Age 53

5 Jan Verplancke

Jan joined Standard Chartered in 2004

He 1s Chief Information Officer and Group
Head of Technology and Operations and
1s responsible for all systems development,
technology support and banking
operations He s a non-executive director
of Scope International Private Limited and
Standard Chartered Bank (China) Limited,
and a non-executive director of Monitise
Plc Pricr to joining the Group he was chief
information officer — EMEA at Dell Age 47
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Corporate governance
Delivering sustainable shareholder value

Dear Shareholder

2010 was a year of progress and evolution
for the Board, particularly in relation to the
Board's composition and the use of
board commitiees

Three new independent non-executive
directors joined the Board These
appomtments brought deeper levels of
banking and finance experience to the table
as well as broader geographic
represemtation from across

our footpnnt

We believe n regularly refreshing the
Board's composition in this respect, over
the past five years there have been nine
appointments and 10 directors have
stepped down from the Board We beleve
that it is iImportant to have the nght balance
between directors with a deegp and
longstanding knowledge of the orgarisation
buit up over a number of years and new
jomers who add a fresh perspective o the
Board’s deliberations

Assessing and improving the Board's
sffectiveness 1s something that happens
continuously rather than being
concentrated into a formal annual review
process In 2008 we conducted an
intensive internal corporate governance
review over a penod of months, which led
{o the changes in Board composttion and
the re-configuration of our board
committee structure
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“A highly effective board 1s
about culture, behaviours and
values underpinned by
robust processes”

John Peace
Chamman

In 2010 we apponted Boardroom Review to
faciltate the Board's effectveness
evaluation Dr Tracy Long conducted
interviews with all Board members,
prepared a report and stimulated a Board
conversation regarding her abservations
The evaluation almost tofally confirmed the
views that we had mternally and | see this
as a good indicator of the openness that
exists within the Board and between the
Board and the executives It was
particularly usetul to gain an external
perspective and Ur Long provided greater
insight into board effectiveness practices
used by other companies

We crealed separate Audit and Risk
Committees dunng the year and enhanced
the remut of the Brand and Vaiues
Commuttes We now have four primary
board committees and two enabling board
committees As described later in the
report, these are operating well and we
have enhanced the Inkages between these
commuttees with the Board as a whale The
Iinkages betweer the commitiees are
crtical given that it 1s impractical for alf
non-executive directors to be members of
all of the committees

We believe that a highly effective board is
about chermistry and behaviour, although it
is important to ensure that there are good
processes that underpin and enable the
Board and the directors to maximise their
effecthveness As Chawman | strive to create
an inclusive environment where open
debate and constructive challenge is
encouraged within the context of a
cohesive unttary Board
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in 2010 | was particularly pleased with the
way that we used indwvidualised tarored
engagement plans to ensure that each
non-executive director maintained the skills,
knowledge, exposure and information
needed fo be tully effectve | can confirm
that | conducted a ngorous review of the
effectiveness of each director Rudy
Markham, in his role as Senior Independent
Director, was similarly rigorous in the
assessment ol my contribution to the
Board This year we will propose all
directors for re-election as we beheve that
this will not adversely impact directors
focus on promoting the long-term success
of the company

| strongly believe that Standard Chartered’s
open culture where board members have
unfettered access to mformation and
people across the network is a critical
enabler for the Board's overall
effectivenass It was notable that the
non-executivg directors made 40 visits to
countnies across our feotprnt in 2010 (up
from 23 i 2008) This 1s one factor that
demonstrates the high commitment of the
directors to their roles

As Chairran, promoting standards of
exemplary corporate governance 1s central
to my role Engaging with shareholders 1s
one key aspect of effective corporate
governance In this context | am pleased to
introduce and endorse this Corporate
Governance report You will notice that the
style of this report is less formal and more
discursive than in previous years The amis
to provide you with a ncher, more textured
flavour of how the Board and 1fs
committees fulfil their governance
responsibiitres on an ongoing basis

John Peace
Chanman
2 March 2011




Corporate governance

Coiporale goveinance

Our highlights

* Smooth induction and integration of three new
independent non-executive directors and one executive
director to the Board

s Evolution of indwvidualised engagement plans for each
non-executive director

* Separated our Audit and Risk Committee, established a
Governance Committee and enhanced the remit of the
Brand and Values Committee

Our priorities In 2011

» Continue to focus on the prevailing external conditions
and the potential impact on our strategy and
business model

* Maintaining the night balance in pursuing growth
opportunities In tandem with appropriate governance,
systems, controls, processes and information flows

* Nurturing the Group’s corporate culture, values and Here
for good brand promise as the Group continues to grow

+ Enhanced the linkages between the Beoard and

its committees

» Commussioned an independent survey to gauge

investor perceptions

» Continue to focus on dynamic yet structured Board,

commitiee and senior executive succession planning

* Continue to balance formal and informal opportunities to

focus on key strategic epporturuties and risk factors

* Made space for deeper and broader discussions on key

strategic 1ssues

« Created more mformal opportunities for the Board to

discuss strategic 1ssues

» Oversight of a succesful nghts 1ssue

* Undertock an externally facilitated Board

effectiveness evaluation

Who 1s on our Board?

We have 16 members on the Board the
Charrman, five executive directors and 10
non-executive directors A list of the
indmvidual directors and therr biographies
are set out on pages 84 to 868 Detals of
board committee membership are set out
on page 95 of this report

We welcomed Dr Han Seung-sco, KBE
and Richard Delbridge as independent
non-executive directors on 1 January
2010, and Simon Lowth as an independent
non-executive director with effect from

1 May 2010

Wa believe that it s mportant to have a
broad representation of executive directors
on the Board and in this context we
welcomed Jaspal Bindra with effect from

1 January 2010 He forms part of Standard
Chartered’s strong executive management
team We believe that the quality of the
executive management 1s one of the
higgest dnivers of long-term value creation
for shareholders The Board thanks Gareth
Bullock who stepped down from being an
executive director on 1 May 2010

Our Board reflects diversity in terms of
both gender and ethnic background, and Is
regularly refreshed The average length of
tenure 1s 4 2 years Five new directors have
been appointed over the last two years We
are mindful of the need to balance the
composition of our Board and its
committees, drawing upon the in-depth
knowledge anct experience held by our
longer serving directors whilst embracing
the fresh perspectivas cffered by more
recent joiners to the Board

What has our Board done during

the year?

The Board 1s accountable for ensuring that,
as a collective body, it has the appropriate
skills, knowledge and experience to
perform its role effectively It provides
leadership through oversight, review and
by providing guidance whilst setting the
strategic direction

Qver the year, amongst other things, the
Board has been engaged with averseaing
the review and execution of cur clearly
defined strategy and in probing its
underlying assumptions The Group 1s
managed through a matrix of businesses,
functions and gecgraphies The Beard has
been engaged in a continuous strategic
dialegue and undertaken reviews through
each of the three lenses of the matnix It 1s
not possible to cover all areas in this report
In addition to regular business reviews, from
a geographic perspective, the Beard's
strategic reviews inctuded Greater China,
Korea, sub-Saharan Afnca, India, the United
Arab Emirates, Hong Kong and Taiwan The
Board has also considered and approved
our capttal and hguidity management plan,
and the Group's risk appetite statement in
addition to considening people, talent,
culture and succession ptanning matters
Deeper-dive discussions have focused on
the potentiat impact of regulatory change
for our strategy and structure, continued
capital and liquielity strength, the balance
and disciplines applied to eorganic and
norganic growth opportunities, and a
refentless focus on the Importance of our
values and culture as the Group continues
to grow
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The full schedule of matters reserved for the
Board together with the board committees’
terms of reference are avalable on

www standardchartered com

Given the fast-changing external
envircnment and volatile markets, the
Board understands the importance of
remaining cognisant of changes in the
regulatory and political snvironment The
Board s aware that our strategic
performance and management of nsk 1s
closely inked to the prevaling economic
and market conditions The executive team
ensures that the non-executive directors
receive comprehensive intelligence on the
econcmic and competitive landscape

Durnng 2010 we estimate that each
noh-axecutive director spent at least 30
days on Board related dutres and for those
who sat on multiple committees up to 100
days or more

Our non-executive directors travel
extensively and have the opportunity to
valiclate the strategy and gain an on the
ground understanding of the opportunities
and nsks that we face, engage with iocal
management and country leaders whilst
acting as ambassadors for Standard
Chartered in meetings with customers
and regulators
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There are also open invitations to attend
key management committee meetings

and senior leadership team gatherngs

We believe that it 1s beneficial for most of
these wisits to be unsupervised and
non-executive directors are actively
encouraged to engage with a broad array
of employees, clients/customers, regulators
and the wider communities they visit

For example, Jamie Dundas travelled to
Mumbar and Delhy with the British Deputy
High Commussioner in Mumban to discuss
the Indian economy Jarmie also met with
local senior management and employees at
a local branch in Mumbai, met small and
medium-sized enterpnses (SMEs) and
Private Bank clients in addition to receving
an update and witnessing first hand our
local sustanability intiatives On atrip to
Hong Kong and Shenzhen, Val Gooding
visited branches and a call centre, attended
a presentation on our branding, marketing
and customer service strategy, and met
with senior management Rudy Markham

Snapshot of overseas trips

Whilst in Bening, the Board visited the Beiing branch, and hosted a dinner attended
by more than 30 distinguished guests from the Chinese government, the British
Embassy and some of our key clients. 40 members of staff attended a lunch with
the Board In Tian)in, Rudy Markham and Qliver Stocken attended the opening of
our 59th sub-branch in China Ruth Markland had a factory tour of Zongshen
Group, one of the top motorcycle manufacturers in China, and participated in an
environmental education programme tegether with 10 employee volunteers from

our Chongqing branch

and Richard Delbridge both visited our
shared service centres in Chennal and
Kuala Lumpur during the year

In total, our non-executive directors
conducted 40 visits to overseas markets
during the year This was Increased from 23
visits the previous year and s a testimony of
thewr commitment levels

How do we ensure that we have an
effective Board?

A core component of Standard Chartered
IS our open, accessihle and transparent
culture where dialogue and constructive
chatlenge 15 actively encouraged and
ambraced In addition to these qualities,
well orgarised internal processes are

m place to maximise the value of the
Board's strategic contribution These
include the use of twelve-month rolling
agendas, away days and carefully
structured Board agendas

Visits made to our markets by non-executive directors in 2010 and 2009
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The strategic away sessions held in Korea
over three days presented a great
opportunity for strategic reflection affording
the Board sufficient ime to examine
emerging risks and opportunities in detail
This provided a useful forum for
comprehensive consultation, debate and
challenge In 2010, In addition to
concenirating on the strategic review In this
three-day session, a mix of formal and
informal strategic conversations were held
throughout the year so that directors could
engage aven mare deeply with kay
opportunities, nsks and 1ssues




Agncultural Bank of China presentation

and signing ceremony

In 2010 Starxdard Chaitered formed a strategpe partnerstup
with the Agnculiueal Bank of China and became a comerstone
urvestor n thew initial public olfenng n Hong Kong

To ensure that our non-executive directors
maintain the requisite knowledge and
understanding to enable them to challenge
effectively, they are provided with a
personalised approach to induction, training
and development Each non-executive
director agrees an annual Individualsed
engagement plan with our Charman These
plans are dynamic in nature and are
reviewed regularly They ensure each
non-executive director receives the
approprate support to enhancs their
effectiveness It also means that
non-executive directors are clear about the
expectations placed upon them regarding
continued development The engagement
plans provide each non-executive director
with key development briefing sessions and
deeper dives into relevant topics

We believe that 1t 1s wital that non-executive
director development 1s tattored to the
specific 1Issues affecting Standard
Chartered so that the development 15 of
high quality, relevance and value Directors
recewve briefings from our semor executives,
and sessions are arranged with our
advisors For example, as described in the
Board Risk Committee report, Jamie
Dundlas and cther members of the newly
farmed Committee participated in a wide
array of briefing sessions and engagements
with risk professtonals to ensure that they
were fully equipped to fulfil their new roles in
the Board Risk Cornmittee

Our non-executive directors are fully
supported by our Corporate Secretariat
team The team provides advice and
guidance as well as access to addionat
scurces of informaiien and plays a key role
in assisting and enabing the non-executive
directors to undertake therr engagement
plans and to moniter progress In addition
our nen-executive directors can take
independent professional advice at the
expense of Standard Chartered in
furtherance of therr duties

Corporate governance

Cotporale governance

Rudy Markham and Oliver Stacken visit the
construction site of our naw building 1n Tianjin

How does the Board ensure that regard
1s given to customers, shareholders,
regulators, communittes and other
stakeholders?

Customers and clients

The Board's identification of new markets
and gecgraphies relies on an understanding
of current and future customer needs,
behavioural changes and trends and an
assessment of business oppeortunities Our
corporate culture 1s client/customer focused,
putting them at the heart of our strategy
and focus For example, throughout the
year the Board reviewed the Group's
strategy regarding key client segments
such as Local Carporates and SMEs Our
open approach offers non-executive
directors a hetter understanding of how our
strategy Is being communicated throughout
Standard Chartered, while providing
valuable opportunities to meet and build
refationships with the wider sernior
leadership including potential successors
1o the Board

Investors

In 2010 an independent survey was
undertaken to gauge investor perceptions
of Standard Chartered In order to identify
areas of strength, weakness, changas in
opinion or areas of misunderstanding,
Investors were asked for ther views in a
number of areas including strategy,
management, capital iquiclity and risk,
corporate and social responsibiity and
corporate governance A total of 23
nvestors took part in the survey
representing 42 5 per cent of our 1ssued
share capital at the e The survey found
that our shareholders hotd Standard
Chartered in high regard and that they
censider us to be a high quality company
with a strong management team who take
a conservative approach to running the
business The Group s high perfarmance i1s
attributed to a combination of the diverse
nature of our business and the exceilent
operaticnal control exercised by
management in the areas of nisk, liquidity
and capital Our Board reccgnises that the
relationship that we enjoy with our
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Pottery workshops with HIV affected childran

2{ children from Henan - beneficianes ot our long lerm
lartner Chi Hong foundation - had the spportunily to
particapat e in a pottery wotkshop with our Board

shareholders 1s a key strength and the
Board will continue to nurture this There
1s widespread support for our strategy, and
its executon, No concerns were
expressed regarding our corporate
governance practices Shareholders view
Standard Chartered as having performed
through the crisis Responses to the
survey crediied management for the way
in which the strategy was executed so
successiully despite the challenging
eccnomic environmeant

Meetings with major shareholders

We aim for the highest standards of
corporate governance, and In pursuit of this
objective, follow an approach that complies
with all provisions of the UK Financial
Reporting Councii's UK Corporate
Governance Cade, {the Code) and with
Appendix 14 of the Hong Keng Listing
Rules, save one exception under the code,
all non-executive directors are formally
required to meet with major shareholders
as part of thewr induction programmas Qur
Board recewved regular updates an the
views of our institutional shareholders and
stakeholders including a presentation from
four institutional shareholders on their views
of the Company as an investrment Our
Board openly seeks the views of our
shareholders and durning the year, the
Chairman, Group Chief Executive and
Group Finance Director met with six
nvestors from our top 20 investors

Our Remuneration Committee 1s strongly
supportive of an ongoing, open dialogue
and regularty communicates with a vanety
of stakeholders Throughout the year the
Commuttee Chairman, Ruth Markland,
actively engaged with external bodies such
as institutional Investors, regulators and
other advisory bodies Over the last 18
months she has corresponded and met
with our primary regulator, the Financial
Services Authority, on a number of
occasions regarding the recent changes in
remuneration regulations In addition, she
has met with institutional iInvestors
regarding proposed discretionary share
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+ Corporate govetnance

Boardroom Review's summary of the five major strengths demonstrated by the Board

The quality of the
Board’s strategic
contnibution

The Board’s focus on the
external environment
and the management of
influential stakeholders

The qualty of
the executive
team

The culture and
diigence of the
Board

The Board’s processes
and support

This is demonstrated
hy ongoing strategic
discussions
throughout the year,
and an effective
strategy board
session The Board
has strategic clanty
and there s
continuous strategic
dialogue throughout
the year in
conjunction with a
roling agenda and
deep dives nto
complex business
areas

this by effective
engagement with

customers, and
management of
sharehelders

The Board demonstrates

regulatory and poliical
change, the competitive
landscape, attention to

This 1s evidenced
by the high levels
of understanding
and knowledge of
the business that
exist, attention to
corporate culture
and leadership,
and atignment
with the long-term
objectives of the
business

The Board
demonstrated this
by an open and
transparent
approach, high
levels of
non-executive
director
engagement,
oversight and
diigence,
appropriate levels
of formality, and
the leadarship of
the Charrman

This 1s evidenced by the prowision
of high quality information, well
structured agendas and a
professiona! and well resourced
secretanat team

As part of the review, the directors
identified two main themes that
warranted further greater visibiity
by the Board going forward firstly,
the importance of ensunng that the
right balance 1s maintained in
pursuing business growth with
support by the vanous systems,

controls, processes, Information
flows and corporate culture, and
seccndly, the need to continue to
focus upon board and executive
sueccession planning

scheme arrangements More detalt can be
found in the Directors’ remuneration report
on pages 106 to 125

John Peace and the executive team ensure
that the Board 1s aligned with the long-term
interests of shareholders through the use of
toth formal and informal channels of
communication There is regular feedback
to the Board on any 1ssues or concerns that
have been raised by shareholders
Following any market announcements such
as our resuits, pre-close and intenm
management statements any significant
shareholder feedback 1s shared with

the Board

What were the findings of our
independent externally faciitated Board
effectiveness evaluation?

Raviewing effectiveness 1s an ongoing
process with adjustments continuously
being made In 2009 we conducted an
mtensive internally tacilitated corporate
governance review | his took into account
emerging governance trends ansing from
the Walker and the UK Financial Reporting
Council reviews and resulted in many of the
Board composition and committee
changes outlined in this report in 2010 we
commissicned an ndependent external
board effectiveness facilitator (Boardroom
Review) to assist ocur Board to evaluate its
effectiveness The evaluation was designed
to assess the quality of the Board's decision
making and debate, 1ts overall contribution
to, and impact on, the long-term health and
success of the Company, and its
preparation for future challenges This
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independent external evaluation covered a
variety of aspects assocated with board
effectiveness and was conducted through
the use of confidential interviews with all 16
directors and the review of selected
papers Following the review, Dr Long, of
Boardroom Review, attended a Board
session to stmulate a discussion on the
observations ansing from the evaluation As
aresult an action plan to address the key
findings has been formulated

A summary of the key chservations
emerging from the 2010 evaluation and
the action to be taken is included in the
table on page 93 together with a further
update on the observations arnsing from
the 2009 evaluation

Individual director and Chairman
effectiveness reviews

In addition to the review of the Board's
effectiveness, each individual cirector
discussed his or her self assessment with
the Chairman on a one-tc-one basis These
ciscussions Included detalds of time
commitment including (where relevant) the
notential impact of outside interests held by
each non-executive director, engagement
plan implementation and other broader
contributions to the Board Quthnes for
future engagement plans were covared
providing a guideline far the actmties that
every non-executive director ntends to
undertake over the next 12 to 18 months In
order to centinue to builld an therr
understanding of our business in relation to
those directors with longer tenure,
continued independence of mindset and
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perspective was considered specifically
The Charman reported the outcome of
these discussions to the Nomination
Committee, which used this information as
part of its consideration leading to
recommending to the Board the re-election
of all drectors at our Annual General
Meeting

Part of Rudy Markham's role as Senior
Independent Drector 1s to faciiate a review
of John Peace’s performance He obtained
feedback from every Board member as
part of this process As a result it was
concluded that John has the unanimous
support of the Board for hus leadership

of the Board Hss effectiveness was also
noted as a strength in the externally
faciitated board effectiveness evaluation
The Board drew great encouragement
from the progress made by the Group
during the year, noting that John's
contribution to this has been significant

In particular, the Board welcomed the
opportunities John has created for
intormal and reflective discussion on
1ssues of longer-term significance

in addtion to attending the overseas Board
meetings N Seou!l and Beyng, John Peace
visited Singapore and Shanghar twice,
Hong Kong, Tawan, Bahrain, India, and
the USA The Board recognised this
external representation as evidence of
Jehn's commitment to Standard Chartered
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Summary of some of the observations ansing and actions taken as a result of the Board's effectiveness review

2010

2009

Observations

Actions taken/to be taken

Observations

Actions taken

Looking forward, it was
observed that it (s
impaortant to ensure that
we continue to maintain
the rght balance in
pursuing business
growth supported by the
various systems,
cantrols, processes and
informatien flows and to
nurture our corporate
culture as we grow

The Board will continue to receive
regutar updates from management
via Its committees regarding the
development of systems, controls,
processas and information flows
and the protection of our
corporate culture

Priortties included
strengthening the
Board through the
appontment of
addittonal directors
and enhancing the
dwersity of our
Board through

the appointment
of a directer from
our footprint

Our Board has heen strengthenad
with the appointment of three
independent non-executive directars
and one executive director We have
added diversity and enhanced skills
with the addhtion of Simon Lowth,
who 15 a serving chief financial
officer, Or Han Seung-soco, KBE, a
Korean national and a clmate
change expert with regulatory and
government relattons, and Richard
Delbridge who has deep banking
knowledge Jaspal Bindra was
appointed executive director,
bringing wide-ranging internaticnal
experience to the Board

There s anged to
continue to focus upon
Board and executive
succession planning

We will continue to develop our
structured approach to succession
planning whilst baing mindful of
the complexties of balancing
board size with board dwersity and
the skills and experience required
on-our Board

Overseas Board
meetings and the
mtroduction of more
indmidualised
engagement plans,
brefing sessions and
informal lunches and
dinners were
considered important
and needed to
continue as they
pravide the
opportunity for the
Board to mest with
customers,
employees and the
communities In which
we do business

Two overseas Board mestings

were held 1n Secul and Beying In
2010 1he structured engagement
plans introduced in 2008 have

been enhanced and more
opportunities have been provided
for the Board to meet outside formal
meetings at informal dinners and
other gathenngs

There 1s a need to
balance conciseness of
wformation provided to
the Board and the
Group's open cuiture
where executives want
Board members to have
open access

to information

We have introduced one-page
outlines for all core strategic review
papers These provide a roadmap
for the 1ssues discussed in more
depth in the body of the papers
Early feedback on this initrative has
been positive

Mare focus on the
effectiveness and
structure of board
committees and the
interaction of these
with the full Board

in March 2010 we separated the
Audit and Risk Committee nto two
separate committees The
Sustainability and Rasponsibility
Committee was renamed the Brand
and Values Committee and has an
enhanced remit A Governance
Committea has been created [t was
acknowladged that following the
separation of the board committees,
a key challenge woulkd be to ensure
that the inkages between the Board
and s committeas remained
effective This has been achieved
by having commaon commitiee
members, formal updates to the
Board and more informal briefings
from the commitiee charmen
throughout the course of 2010 All
of these board comnittees have
enhanced the nteraction between
the Board and 1is committees

www slandardehat fered com
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Cotporale goveinance

Board meetings and attendance

It 1s our Beard s responsibility to ensure
that the Group I1s governed properly

and prudently, responsibities and
complexities are rising and the amount of
time devoted by non-executive directors in
order to fulfil thewr obligations has increasec!
The time commitment for non-executive
directors, as illustrated by the engagement
plans, 1s high and encourages the Board
to spend time on overseas visits This
increases and contextuzalises levels of
directors’ local knowledge and
understanding, and bulds relationships

A careful balance of formal and mformal
meetings throughout the year exists and
there 1s an atmosphere of inendship and
respact This creates an environment that
encourages challenge, advice seeking,
information sharing, innovative thinking and
openness of communication

Number of Board meetings held in 2010

Scheduled Adhoc

Number of meetings

In 2010 4
J W Peace (Chairman) 10/10 4/4
P A Sands 10/10 4/4
R H P Markham 10/10 3/4
R H Meddings 10/10 4/4
S P Bertamini 10/10 4/4
J S Bindra 10/10 4/4
G R Bullock! 4/4 0/0
R Delbrdge 9/10 3/4
JF T Dundas 10/10 4/4
V F Goeding 10/10 3/4
Dr Han Seung-soco 9/10 2/4
S J Lowth? 5/5 4/4
R Markland 10/10 3/4
J G H Paynter 9/10 4/4
A MG Rees 10/10 4/4
P D Skinner 10/10 4/4
O H J Stocken 10/10 4/4

© Stepped down on 1 Msy 2010
2 aAppomted 1 May 2LHO
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Wa have increased the number of
scheduled Board mestings from exght
to 10 Through this, combined with the
delegation of more matters to the board
committees and the scheduling of more
informal gatherings such as lunches and
dinners, the Beard has made space to
enable more and deeper reflection on
key strategic rssues

External directorships

The Board s executwe directors are
permitted to hold only one non-executive
directorship of a FTSE 100 company
Detalls of the executive directors  other
directorships can he found in ther
biographies on pages 84 to 86

We closely monitor the cutside business
interests of the non-executive directors
Before taking on an additional role, both
executive and non-executive directors
wiil confirm that no conflict anses from
that role and provide assurance that
the appointment will have noc adverse
impact on their ability to continue to futhl
therr role as Board membker Committee
chairmen are particularly mindiul of
ther obligations Whenever required
during the year, non-executive directors
have consistently demonstrated their
ability to provide any additional time
commitment needed

Re-election of directors

Traditionally, non-executive directors were
init:ally appointed for a three-year term
Undler the 2008 editicn of the Combined
Code (now the UK Corporate Governance
Code), anyone who was proposed for
re-appointment for more than two
consecutive three-year periods should be
subject to particularly ngorous review
Jamie Dundas, Ruth Markland, Val Gooding
and Paul Skinner are all in ther third
three-year term on the Board The
Chairman took this into consideration when
reviewing ther performance and
effectiveness He provided feedback from
these reviews to the Nomination
Committee It was cbserved that,
particularly in the case of the Committes
chairmen, there is a positive benefit to
having non-executive directors with a deep
and long-standing knowledge of the Group
In these roles

www standatdehar lefed com

Rudy Markham has been on the Board for
10 years and as a result, his continued
independence has heen the subject of
particular scrutiny The Nomination
Committee considered this pomnt in detal
Rudy continues to demonstrate excellent
stewardship as Senior Independent Director
and Chawman of the Audit Committee As a
result of his length of service and
commitment, he provides an in-depth
knowledge of the Group that 1s invaluable io
the Board, the Audit Cominittee, the Board
Risk Committee, the Governance
Committee and the Nomination Committee

It was concluded that Rudy Markham
displays independence of thought and
Judgment habitually and this has not
diminished over the pened of his tenure

During 2010, the Board has experenced a
number of changes with the new committee
structure and the appontment of three new
Independent non-executive directors 111s
demonstrates the Group's comrmtment to
regularly refreshing the compositon of the
Board as required by the UK Corporate
Governance Code, and, as a result,
retaining the continuty and expenence

that Rudy Markham demonstrates is
believed to be in sharehoiders’ best
interests at this time

The Nomination Committee has also
considered the fact that Rudy Markham
1S a non-executive director on the board
of Astra Zeneca PLC whilst Simen Lowth
1s an executive cirector at the same
company We do not believe that this
creates a cross-directorship that in any
way Impacts upon the Independence of
erther director

n ine with the UK Corporate Governance
Code, we will propose all directors for
ra-election at the Company's Annual
General Meeting It 1s our belief that this will
not have any adverse impact on directors’
ability to focus on the long-term success of
the Company




Corporate governance

Corpot alo gavernanhce

Group board committee structure

Standard Chartered PLC Board

T

Primary committees Enabling committees

Audit Board Risk Brand and Values | Remuneration Nomination Governance
Oversight and Oversight and ([previously Oversight and Oversight and Qversight of
review of financial, review of Sustainability review of review of board overall board
audit and mternal fundamentatl and Responsibility) | remuneration, and executive effectiveness and
control 1ssues prudential nisks share plans and succession governance 1ssues
including credit, Oversight and other incentives
market, capital revtew of brand
and liguidity positioning, treating
customers fairly,
reputational nsk,
sthics and
sustanabilty issues

Board commuttees

As a result of our 2009 internal governance
review, In March 2010 we re-configured our
hoard committees | his took the form of

+ The separation of the Audit and Risk
Committee Into two committees one
covering financial, internal controls and
comphance (the Audit Committee} and
the other covenng nisk 1ssues (the Board
Risk Committee)

* An enhanced remit and new name for the
Sustainabiity and Responsibility
Committee kecoming the Brand and
Values Commitiee

* The formation ¢f a Governance
Commiitee

Given the recent re-configuration of the
Board commutiees, we decided te conduct
internally faciitated effectivenass reviews in

2010 This was facilitated by the Corporate
Secretanat It involved each director
completing a questionnaire providing
feedback on each committeg’s
effectiveness This feedback was then
discussed at each committee with an
action plan being formulated for each
Detalls of the findings of the reviews can be
found in the indmdual committee reports

The feedback that has been provided as
part of the 2010 board commitiee
effectiveness review confirms that the
re-configuration has further enhanced the
Board s effectiveness and allowed more
time {o be spent on strategic 1ssues  Further
detalls concerning the activities of each
committee are provided in the report of
each committee on pages 96 to 105

How have we ensured that appropnate
linkages exist between our Board, our
Committees and our management
committees?

We have ensured that there 1s some
common membership across our
committees For example the Chairmen of
the Audit and Board Risk Committees sit
on each other's committee and there are
two other commen members There s also
some common membership between the
Board Risk Committee and the
Remureration Committee This s important
to ensure there are no gaps between the
remit of the vanous committees or
unnecessary duplcation In addition to the
minutes of committee meetings beng sent
to the Board, a framework has been put in
place where committee chairs provide
regular updates to the Board on the work of
the committee This 1s supplemented by a
number of more nformal briefings on the
topics covered by vanous committees

Current membership of the board commuttees

Audit Brand and Values Governance Nommation Remuneration Board Risk

Committee Committee Committee Committee Committee Committee
R Delbridge [ ] ®
J F T Dundas [ ] ® ® L]
YV F Gooding L ] ®
Dr Han Seung-sco [ ]
S J Lowth
R H P Markham ® ® L ] L ]
R Markland L ] ] [ ®
J G H Paynter [ ] L ]
J W Peace ® ® L] ®
P A Sands ® ® L ]
P D Skinner [ ] ) ® [ ]
O H J Stocken @
® Chairman
® Member

Copes of each board committee s terms of reference can be found on our website www standardchartered com
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Catporate govelnance

Dear Shareholder

During 2070, the Audit Commitiee has
deepened its focus on mnternal controls,
comphiance and assurance and internal
audit functions This has been made
possible by the separation of the Audit and
FRisk Comrmttee into two Committess Part
of the ratronale for the separation was the
desire to dedicate more time to the
consideration of nsk related issues but it
has also enabled the Audit Committee to
ntensify its focus on reviewing financial

controls and accounting polcy, the
performance and benchmarking of the
Group Internal Audit function and the
development and resourcing of the Group
Comphance function

Qver the course of the year, the demands
on the Audit Commties have increased, as
have the expectations of our reguilator, the
Financial Services Authonty (FSA) The
Committee's effectiveness 1s dafinitely
enhanced through the existence of
synergiss it membership For instance,
Jarmie Dundas s both a member of the
Audit Committee and Chairman of the
Board Risk Committee, Ruth Markiand 1s
Chairman and John Paynter is a member of
the Remuneration Committee These
synergies have ensured that the interplay of
risk, remunaration and the financial
outcome are considered frorm different
perspectives but result in a consistent view
and treatment of performance withun the
Group In 2010 Richard Delbridge joined the
Commuttee, bringing with him deep banking

knowledge and expenience that has
contributed to the quality of the discussions
held at Committee meetings and the
Commuttee's effectiveness

On behalf of the Audit Comnuttes, | can
confirm that information that the Committee
has recewved has been balanced,
appropnrate and timely and has enabled the
Commuttee to provide effective oversight of
the Group's key financial reporting risks and
internal controls

Rudy Markham
Chatman of the Audit Committes

Audit Committee

Members

Scheduled’ AdHoc
Number of
meetitigs (n 2010 7 1
R H P Markham
{Chairman) (5) 7 11
R Delbndge (2) 777 11
JF T Dundas (1) 77 11
R Markland (4} wr N
J G H Paynter (3) B8/7 11

Two of the sehieduled Inuetings were ws the jont
Audit and Risk € ammitle e poiof 1o the separation of
The: twier cointntiess in March 2010

Our hughlights

» Established separate Audiit and Risk
Committees and ensured that there
were no unnecessary duplications
between these commiitees or
significant gaps

+ Reviewad the potential mplications of
the Bribery Act and the Foraign
Account Tax Compliance Act

* Reviewed and modified the Audit and
the Compliance nsk radar

» Increased focus on comphance and
assurance resources

+ Strengthened the oversight of
work undertaken by the Group
statutory auditor

* Reviewed Group Internal Audit’s
compliance with the Institute of Internal
Auditors Standards

» in conunction with the Board Risk
Committee, reviewed the Group's
Pillar Il chsclosures

¢ Reviewed the Indian Depostiory
Receipts Prospectus

» Conducted deeper-dive half-day
sessions on key operational and
control issues

* Conslered Customer Due Diligence,
Anti-Money Laundering processes
and procedures and the operational
control environment of our Private
Banking business

Cur priorities in 2011

+ Continue to monitor changes n the
axternal regulatory envireniment ta
ensure that we continue to have
appropriate financial, compliance and
internal controls In place

Coantinue to fully evaluate and take intc
account the nisks and uncertanties
when considernng budgets and
forecasts that support going concern
and imparment assessments

Further evolve the Commitiee’s remit
and effectiveness following the
separation from the Board Risk
Committee n March 2010

Continue to consider emerging best
practice recommendations for
enhancing the Commitiee

Continue to hold deeper-dive half-day
sessIons on key strategic 1ssues

Continue to ensure thal we are
satisfied that our Group statutory
auditor has allocated sufficient
additional and experienced resources
to address heightened risks

Continue to ensure that cur Group
Internal Audit and Group Complance
and Assurance functions have
adequate experienced resource o
deliver on their audit and compliance
plans

s Ensure that new International Financial
Reporting Standarcis are implemeanted

96 Standard Charleted Atiwal Repeat 2010
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What has the Committee’s role and
focus been in 2010 and how has it aided
the Board with the delivery of its
strategy?

Financial reporting

We have increased our focus on the
management of financial positons and
accounting Issues, considered the
provision of non-audit sernaces by the
Group statutory auditor and those
non-audit services provided by other
audiiing firms, {details of which can be
found in note 8 to the financial statements)
and n our reviews of 1ssues that have
ansen, distinguished between those that
are business related versus process related

Over the course of 2010, the Committee
has discussed and sought assurance that
the effects on ocur business of the continued
volatility in financial markets and the
reduced supply of credit are being closely
monitored We are satisbed that we have
considered tor disclosure all matenal
relevant 1Issues that have concerned
management during the year

We have promoted a culture of compliance
and financial reporting integrity throughout
the year and have reviewed areas identified
by Group Internal Audit and Compliance as
having controf issues

As part of our discussions concerning the
financial statements we have considered
and are comfortable that our audited
financial statements describe fairly all of the
key Judgments about the application of
accounting policies and the estimation
uncertainties inherent in the value of assets
and habilities

Group statutory auditor

Cuning 2010, we strengthened our oversight
of the work undertaken by the Group
statutory auditor (KPMG Audit Plc), In terms
of the quality of the reports made to the
Committee, and Rudy Markham, Jamie
Dundas and Ruth Markland have met with
local audit partners in Korea, China and
Hong Kong

We have discussed with KPMG Audtt Plc
the business and financial nsks and have
sought assurance that these risks have
been property addressed in the audit
strategy and plan that have been reviewad
by the Committee We are satisfied that
KPMG Audit Pic has allocated sufficient
additional and experenced resources to
address heightened risks We have sought
assurance and are comfortable that no
undue pressure has been asserted on

the level of audit fees so as to ensure that
there 15 no nsk to audit work being
conducted effectively

During the year, we approved the
re-appointment, remuneration and
engagement letter of KPMG Audit Plc

_ s

Corporate governance

Cotporate governance

We conducted a review of the performance
and effectiveness of KPMG Audit Plc which
included an assessment of its
independence and objectivity As in
previous years, the review was performed
jointly by Group Internal Audit and Group
Finance by way of a structured
questicnnarre The guestionnaire was sent
to country Chigf Financial Officers,
members of our Finance Leadership Team,
country Chief Executive Officers and our
Business Leadership Team coverning all

of our major markets The questionnaire
considered KPMG Audit Pic’s value-add to
the Group, the level of engagement, the
ahility to demonstrate an understanding

of Standard Chartered and our nisk
environment, and the demonstration

of appreciation of the 1Issues faced by
country Chief Executive Officers, Chief
Financial Officers and Business Heads
together with therr objectivity,
independence and efiectiveness

The principal finding was that KPMG Audit
Plc 1s considered to be ettective, objective
and independent in its role as Group
statutory auditor In 2010 the Group
statutory audit partner was rotated and as a
Committee we are satisfied with the level of
service that has been maintained through
this change together with the style of
contribution to Cammuittee meetings

and the ewdent ndependence of

KPMG Audit Ple

In additton, given the current complexity of
our operating enmaronment, the shifting
regulatory landscape and the continuing
dernands of embedding tnternational
Financial Reporting Standards and Basel [l
standards have made continuity of the
Group statutory auditor an important factor
As a result, the Committee recommended
to the Board the re-appointment of

KPMG Audit Ple as Group statutery auditor

Group Internal Audit and Group
Comphance and Assurance

We have reviewed the resourcing and
proposed work plans for both the Group
Internal Audit and the Group Compliance
and Assurance functions and are satisfied
that both the work plans and resources are
approprate In terms of proposead areas of
focus and the expertise and skill that exist
within bath functions given the current
regulaiory environment [ he way in which
the findings of ihe Group Compliance and
Assurange function have been presented to
the Committee has evolved over the year
resulting n greater clanty of the 1ssues and
swifter resolution The Committee Is
censcious of the higher level of regulatory
scrutiny that has emerged across the world
and as a result, the Committee has
enhanced its focus on compliance
breaches, their causes and management'’s
reaction to them

www standardr harterock com

Towards the end of the year, the Committee
considered the proposal ta move the
Group's local internal audit and assurance
from our Group Compliance and Assurance
function to Group Internal Audt This
became effective from 1 February 2011

Part of the rationale behind this realignment
was as a result of the success of the Rules
Based Assurance team In driving discipline
throughout the Group This has allowed the
Assurance funciion to place more focus on
bulding control effectiveness reviews that
are closer to audit type work, so it was
natural 1o consider how the activities of the
two functions could e combined to
increase effectiveness

In addition, regulators i many of our
countrnies of operation have increased their
level of supervision, with a more local focus,
leading to specific challenges over the
perceived Independence of local audt and
assurance functions

As a result of this initiative, the Committee 1s
comfartable that the independence

of the Group Internal Audit functicn has
been reinforced

Independent review of Group Internal
Audit

As a Committee we monitored and
assessed the rcle and effectiveness of our
Group Internal Audit function We reviewed
Group Internal Audit’s charter and the
findings of an independent review of Group
Internal Audit's compliance with the Institute
of Internal Auditors Standards The findings
of the review were that the Group Internal
Audit fully complies with the Institute of
Internat Auditor Standards and
demonstrates good industry practice In the
spint of continuous IMprovement
enhancements have been made to Group
Internal Audit’s existing methodology
including its reporting format n order to
highlight prionties and the changing nsk
profile of the business where needed

Control envirenment

Qur actvities included the consideration of
reports in respect of the control
environment in a number of our markets
From ime to time the Committee exercises
its treadom to invite senior executives and
managemeni from across the Group to
discuss developments and 1ssues that
have ansen in therr jurisdiction In 2010,
these included the President Director of
Permata Bank (a conscrtium of Standard
Chartered Bank and Astra international in
Indonesia), the Vice Chairman of Standard
Chartered Korea Umited and the new
Chief Executive Office of Standard
Chartered Bank (Pakistan) Lumited
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Interaction with management and Group
statutory auditors

Qur Committee Chairman, Rudy Markham,
held separate meetings with the Group
Statutory audtteor and the Group Heads of
our internal audit, complance, nisk and legal
functions to discuss matters specifically
within their areas of responsibiity Rudy
Markham, Jamie Dundas and Ruth
Markland also met separately and privately
with the FSA

The Commiites mests separately with our
Group statutory auditor and the Group
Finance Drrector and the Head of Group
Internal Audit, allowing members to discuss
freely matters relating to the auditor's remit
and issues ansing from the audt The
Commitiee’s remit also (ncludes the
censideration of the appointment,
resignaticn or removal of our Head of
Group Internal Audit

Ongoing training and development

In additicn to other ongoing training and
development activities in each
non-executive director s engagement or
induction plan, the Committee attended a
halif-day informal meeting n May to
constder the strategic oversight and
infrastructure and centrofs of equities and
collateral management

A second half-day informal meeting was
held iIn November to consider core banking
systems and information security and
technology investment programmes and
the progress that had been made In these
areas All non-executive directors were
invited to these sessions

Speaking Up Policy

The Committee also reviewed the Group s
Speaking Up Policy, which allows cur
employees to raise, in confidence, any
concerns that they may have about
possible improprietes in matters of financial
reporting or ather areas The Committee
reviewed these arrangements and

ensured that any matters of concern

were invastigated appropriately
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What were the findings of the Committee
effectiveness review?

In conjunction with the overall board
effectiveness evaluatian, an internal
committee effectiveness review was alse
canducted The Committee {eels that itis
effective In that 1t covared the areas of its
terms of reference thoroughly with the nght
balance between oversight and challenge
Committee papers are of the highest qualty
and strike a balance between brevity and
detall However, it was acknowiedged that
as a result of the Audit and Board Risk
Committees beng separated in 2010 there
1s a need to continue to ensure that the sk
of duplication or gaps are managed
appropniately, and a need to continue o
focus on forward looking challenges on
control and compliance The Committee felt
that it benefited from the deeper-dive
half-day sessions and that the opportunities
for these sessions should Increase As a
result the number of these sessions has
been ncreased to three in 2011

What qualities do the members bring to
the Committee?

In 2009, the commmittee effectiveness review
suggested that an additional committee
member was required who would bnng
fresh input to complement what was
already in existence and that mere informal
sessions with internal audit would be useful
In response to these observations, Richard
Delbndge was appointed to the Committee
with effect from 1 January 2010 Richard
has been the group comptroller and
managing diractor of JPMorgan's London
offices, group finance director at HSBC
Holdings ple and group chief financial
officer of National Westminster Bank Pl
Richard brings with him a wealth of financial
experience as part of a wide-ranging
banking career The already existing
members of the Committee possess a
balanced mix of legal, financial and banking
professional experience combined with
complementary business expernence

and skills
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One of the findings of our 2010 committes
effectiveness review was that the
Committee’s size and composition are
appropriate and that the Committee
members possess the necessary
accounting, financial, legal, banking and
investment knowledge and skills that

are needed

Our Committee members have detalled and
relevant experience Details of therr
experience can be found in ther
blographies on pages 84 to 86 All of the
Committee s members are independeant
The Board 1s satisfied that Rudy Markham
as Charman has recent and relavant
financial experience and that all other
Committee members have broad
expenence and knowledge of financial
reporting and international businesses The
Board and the Committee members believe
that Rudy Markham 1s a highly effective
chawrman who reacts with balance to 1Issues
and ensures that all Committee members
are included in discussions
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Cotpoidle governance

Dear Shareholder

Recogrising the increasing importance 1o
the Group's business of ifs reputation and
values, as seen by all external stakeholders
and encapsulated in our brand, the Brand
and Values Committee was established n
March 2010

The Committee's remit includes oversight of
the Group's brand positioning, reputational
nisk, chent/customer-focused strategies
including Treating Customers Fairly,
regulatory refationships, sustainabiity
1ssues and our culture and values These
issues are nightly seen as key drivers of the
fong-term success of the Group and
potential sources of business and
competitive advantage During a penod of
rapid growth it is also important that the
underlying strength of the Grotp’s culture
and values 1s mantained

i am pleased to report that the Commuttee
made a posttive start to its work in 2010 and
has established clear prionties for 2011
Duning 2010, the Group has made
significant investments in its FHere for good
brand positioning 1t 1s very encouraging to

see the positive impact our brand has had
on customers, employees and other
stakeholders These investments have
further strengthened the Group's public
standing and reputation across the
geographical areas in which we operate

On behalf of the Commuttee | can confirm
that we recene a sufficient and transparent
fiow of good-quahty information from the
rejevant exectitive teams to enable us to
discharge our responsibiities on behalf of
ihe Board

Paul Skinner
Charrman of the Brand and Values Committee

Brand and Values
Committee Members

Seheduled’
Number of
meetings in 2010 4
P D Skinner ({Charman} (3) 4/4
J F T Dundas (1) 4/4
V F Gooding 5) 4/4
Dr Han Seung-sco KBE (6) 34
JW Peaace (4) 4/4
P A Sands (2} a/4

1 Thes hnal meeting of the Sustamabily ad
Regponsibiity Commitee 1he precursor to the
Brand and Values Comimilles was held on 11
ebruary 2010 and has ol beerr indikled ks
number as the Comnmitlee membership changed
when the Sust unebility «rud Flesponsibibly
« oimniites ransiioned nito the Brand and Values
Cotninittee and the imesiing atlendance inumber
wollld not be ¢omparabile

Highhights

* Reviewed our brand, ensunng there are
clear strategies In place to Increase its
value, focusing on cur Here fer good
campaign and the development of our
Liverpeal Football Clul sponsorship

Conducted a review of the governance
of brand implementation to ensure that
it 1s consistent and fit for purpose

-

Conducted a review of the reputational
risk management processes to ensure
they are effective and transparent

Reviewed Wholesale and Gonsumer
Banking's client-focused strategies
aganst our Here for good

brand promise

Condugcted a rabust review of our
approach to Treating Customers Fairly
to ensure that it 1s embedded wathin
the Wholesale Banking and Consumer
Banking strategies

Conducted a review of the Group’s
appreach to sustanatlity

L]

Conducted a strategic overview of the
Group s environmental Impact

Reviewed the community investment
programimes undertaken in 2010
including the developments in
employee volunteernng througheut
the year

Reviewed management s efforts over
the last two years to reinforee and
sustain our culture and values

Conducted a review of the current
status and {uture plans in relation
to employee wellbeing and
diversity/inclusion

Reviewed our approach to our main
government and regulatory
relationships 11 major markets

* Qur prionties m 2011

» Secure continued value from our
brand investment programmes

» Consolidate our Here for good
brand promise across the Group

* Conduct an annual review of
reputational risks including
processes and outcomes, 1N ine
with the Group Risk Appetite
Statement, while regularly tracking
shifts in reputational nisk

Provide oversight on the
implementation of our client-focused
strategy in Wholesale Banking and
the delivery of our customer-focusad
strateqgy in Consumer Banking
against our Here for good

brand promise

Contuiue to ensure that the Group
can demonstrate how we are
Treating Customers Farrly

QOversee the Group’s approach to
maintaining businass ethics

Continue to review our
environmental strategy and
processes for measunng and
maonitoring our environmental Impact

Conduct a full review of the
community Investment strategy and
monitor expenditure against the
plans on a bi-annual basis

* Ensure that we maimtawn and
develop our culture and values as
the Group continues to grow

» Oversee the progress of
employee volunteering
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What has the Committee’s role and
focus been in 2010 and how has it aided
the Board with the delivery of its
strategy?

Brand

The Committee has focused on ensuring
that value 1s achieved from our Here for
good campaign and our Liverpool Football
Club sponsorship to ensure that brand
awareness and value 1s increased over
time The Commities has oversight of the
processes o ensure brand consistency
throughout the Group and intensify brand
governance, and has conducted regular
reviews of brand tracker data Looking
forward, the Committee will continue to
review the direction of brand development,
aiming to grow the value of the brand

Reputational nsk

On behalf of the Board, we have reviewed
the Group's approach to managing
reputational risk in ine with the Group Risk
Appetite Staternent The Committee’s view
was conveyed to the Board Risk
Comrittee, whose remit is to consider the
wider aspects of risk, which then fed into
the Board discussion The commaon
membership of Paul Skinner and Jamie
Dundas on both Commitiees has ensured
an integrated co-ordinated approach in this
important area We regularly review nsks on
an existing and forward looking basis,
together with the actions that management
are taking to mitigate these nsks

Client/customer focus and Treating
Customers Fairly

On behalf of the Board, we have provided
oversight on the implementation of our
cliant-focused strategy in Wholesale
Banking and the delivery of our
custamer-focused strategy In Consumer
Banking We have robustly reviewed
management’s approach to Treating
Customers Fairly to ensure that these
principles are clearly embedded n the
Group's cperations We will continue to
conduct an annual overview cf these
strategies In Wholesale Banking and
Consumer Banking to reinforce the Here for
good brand promise Robust reviews of
Treating Customers Fairly will be carried out
by the Committee bi-annually

Sustanability

Our rale has cavered policies falling within
the Group’s sustainatility agenda This has
included the Group s social, economic and
environmental contribution We reviewed
the Group's approach to buillding a
sustainable business model, as well as 1ts
community Investment programmes and
have had oversight of the Group's
processes for measuring and monitonng its
environmantal iImpact and the strategies
being followed
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We want to measure the positive and sozial
and econamic iImpact on the communities
where we operate As a result, we
commissionad an Independent study of our
impact in Ghana, to help us to understand
our contribution and how we can deepen

it Qne of the highilights of the study
confirmed that our impact amounted to
$400 millon of value-added in 2009,
equivalent to 2 6 per cent of Ghana's
Gross Domestic Product Further details
can be found in our separate online
Sustainabiity Review

Culture and values

As the Group's culture and values are
important sources of competitive
advantage, our role has been to oversee
the way the Group reinforces and nurtures
the culture and values and to challenge
future priorities

Government and regulatory
relationships

We conducted reviews of the Group's
approach to government and regulatory
relations and we will continue to conduct an
annual overview of our approach to
government and regulatory relationships in
our major markets

In 2010, the Group was included in the
2010 Dow Jones Sustainability World Index
for the first ime, enabling us to achieve one
of our major sustainability objectives for
2010 Also, we continued to be listed on the
FTSE4Good and FTSE4Good Environment
Indexes as well as the 2010 Ethisphere
World’s Most Ethical Companies We won
the FT ArcelorMitial Boldness in Business
Award for Corporate Responsibiity and
were named as a Top 8 Group in Managing
Environmental, Social and Governance
Issues by GS Sustain Further details can
be found in our separate online
Sustainability Review

What skills and experience do the
members bring to the Gommittee?

Paul Skinner, the Committee Chairman has
extensive experence of brand management
and sustainability 1Issues from his prier
experience at Royal Dutch Shell and Rio
Tinte He s also active In public sector work
in the UK

Both Jamie Dundas and Val Gooding were
members of the Sustainability and
Responsihiity Committee (the precursor to
the Brand and Values Committes) from its
inception Ther membership of the
enhanced Commitiee has provided
continuity as the Committes has become
embedded over the course of the year Val
has extensive experience of customer
facing, branded businesses
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Or Han, KBE, joned the Commuitee n 2010,
and brings with him a strong background in
sustainability, ctimate change and
governmenial relationships, having been
special enwoy of the UN Secretary-General
on Climate Change

Peter Sands represents execulive
management s perspactive in the
Committee discussions while John Peace
has extenswe brand management and
retall experence

The Charman of the Brand and Values
Committes, Paul Skinner, 1s also a member
of the Board Risk Committee, the
Remuneration Committee and the
Nomination Committee, and as a result he
can ensure that the relevant issues such as
the approach to reputational risk are taken
INte account In thesa cther committees

What were the findings of the Committee
effectiveness review?

Qur 2010 Committes effectiveness review
recogrused that the Committee 1s operating
under enhanced terms of reference
Considerable ime has been taken to
understand the context and history around
each of the key areas and this has provided
a strong foundation for good quality
discussions We feel that the nght balance
has been struck between the Committeg’s
size and composition, that a good start had
been made, and that the Committee has
the potential to create value for the Group

There were four main actions arising from
the Committee effectiveness review Firstly,
to entify further opportursties where a
wider group of senior business leaders can
contribute to the Committee’s discussion
on relevant topics  Secondly, to review and
clarify any potential inkages that exist with
the other committees, for example, on the
area of regulatory relationships to avoid
overlap Thirdly, to explore opportursties for
Committee members to participate in
Corporate Social Responsility activities
first hand whilst wsiting overseas markets
Fourthly, to benchmark the Committee's
actvities against other global crganisations
to ensure that best practice 15 baing
followed

Remuneration Committee

The role and focus of the Committee are set
out In the directors remunsaration report on
pages 10610 125
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Dear Shareholder

The Board Risk Committee was established
tn March 2010 foflowing the separation of
the responsibitities of the former Auadit and
Risk Commuttee Having a separate Board
Risk Commuttee has enabled a deeper
understanding and focus an key 1ssues
whilst being nmndful that the Committee's
remit 1s to have oversight and provide

assurance to the Board that mansgement's
appraach to the management of risk 1S
appropriate

Dunng its first year, the Committee
considered a wide range of nsk-related
matters and has overseen the restruclure
and enhancement of the nisk inforrmation
reporting system, and this i1s summansad
the report below The individual members
of the Committee have benefited from a
nisk-refated mduction programme that was
appropriate and relevant to the remit of the
Committee and designed to complement
therr existing skiils and expenience The
Committee has achieved good linkages
with the Board and other board
committees, and there has been excellent
interaction with the Audit Committee to
ensure there is no unnecessary duphcation
of work and responsibiiies

{ can confirm that the information that the
Commttee has received has been
balanced, appropriate and timely and has
enabled the Commuittesa to fulfil its remit

The Commuttee will continue to builld on the
work carried out durng 2010

Jamie Dundas
Chairman of 1he Beard Risk Cornmiltee

Board Risk
Committee Members

Scheduled' AdHoc

Number of

meetings 1n 2010 7 2
J F T Dundas

(Chairman) {4} T 2/2
R Delbridge (6) tad 2/2
R H P Markham (3) 77 1/2
R Markland (1) e 212
P D Skinner (5 5/7 212
OH J Stocken (2 5/7 1/2
1 Two ol the sehuduled mer tings were as tha jomt

Audil and Risk Commitee ppo 1o the sepaiabon of
1he two comenitiecs n Mdrch 2010

Z Hew ame a Committee memder olloaving the
sy waton of Ihe Audit and Risk Colnmittee

Our highlights
» Established Conmiitee In March 2010

* Developed the overal structure,
content and design of the Risk
Information Report

¢ Reviewed and approved the Group's
Risk Management Framework

* Conducted a deeper dive into the
subject of nsk appetite and provided
specific recommendations to the
Board on nisk appetite policy for 2011

» Provided input to stress testing for
specific areas of the Group s
businass, and reviewed the results

» Held detaled discussions on the
frameawork for Internal Ratings
Based modeling

* Reviewed the due diligence processes
and potential effect on Group Risk
Appetite of saveral inorgamic
transacticns considered in 2010

* Mamntained oversight of the
mechanisims used to manage the
Group's balance shest with a
particular focus on capital iquichty
and tunding

» Reviewed detaited plans for enhanced
management of operational rsk

Qur prionties n 2011

« Continue to huild on the work carred
out by the Committee in 2010 on the
Group's nsk appetite, taking into
account the macroeconomic and
financial environmant

-

Optimise and enhance the
Committee’s effectiveness through
refining the reports it receives and
continuing to evolve our terms of
reference and rolling agenda

Continue te conduct deep dives Into
selected areas of rnisk

www standardehat lered « on
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What has the Commuttee's role and
focus been in 2010 and how has it aided
the Board with the delivery of its
strategy?

The Committee's role, as set out In iis terms
of reference, Is to have oversight and to
challenge where appropriate management's
approach to the identification and
management of rnsks

Risk management

Al each of its meetings since establishment,
the Committee has reviewed and discussed
data regarding the Group s exposure to afl
major nsk types, ncluding especially (hut
not Imited to) credit risk, market risk,
hquidity nsk and capital adeqguacy Inline
with one of the recommendations of the
Walker review of 2009, the Cormmittee has
ensured that its consideration of Group
exposures has taken into account
macroeconomic and other external factors
likely to affect the Group's business

The Committee has also sought to build
assurance arcund the nisk management
procedures in the Group Substantial focus
has also been given to ensuring that ali
members of the Commitiee have a scund
understanding of the Group's established
risk management framework and of the
orgamsational mechanisms in place 1o
manage all nsk types across the Group’s
business and geographies This
groundwork has been valuable, and will
help to underpin the Committee’s work in
2011 and beyond

Risk appetite statement

The Committee has devoted considerable
time to its review of the Group's overall
position regarding risk appetie, taking as
its starting point the nsk appetite policy
approved by the Board in 2009 In
particular, the Committee has questioned
and reviewed the processes by which
comphance with Beard-approved nsk
appetite 1s menitored and tested, and has
discussed in detaill the assumptions made
in all such testing We have also probed the
consistency of our overall strategy, our
budgets and performance targets with
approved risk appetite, and vice versa This
process, which we axpect will roll forward
on a continuing basis, culminated in the
Committee making recommendabons to
the Board in late 2010 to the effect that it
was satisfied that existing risk appetite
policy continued to ke fit for purpose and
consistent with the Group’s strategy and
business ams

Stress testing

During the year the Committee has
reviewed the Group's programme for stress
testing at vanous levels This pragramme
included carrying out stress testing within
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businesses, at country and client segment
levels and using Group-wide scenarios As
waell as noting the Group’s overall stress
testing plan the Committee built an
understanding of how stress testing works
and noted the stress tests carned out
specifically on Eurczone fragmentation

We also reviewed the framework for
Reverse Stress Testing being established
by the Group 1n the context of the FSA's
reguiatory requirerments

Quality of nsk information

It 1s wital that non-executive directors have
cpen access to nisk information, but simply
inundating them with large volumes of
information may do httle to enhance nsk
management Much effort has therefore
been devoted to the formulation of a
standard set of relevant risk information
metrics The Committee needs to be able
to review all nsk areas but, perhaps more
impertantly, be able to identity key nsk
Issues that require Committee and, if
appropriate, Board focus To address this
1ssue a Risk Information Report {the Report}
was developed in 2009 in conjunction with
the use of external consultants to ensure
that the Report captures industry best
practice During 2010 the Report has been
regularly reviewed and refined For example,
over the course of the year, more
infarmative and usefut Infarmation has been
provided regarding operational nsk metncs
This Report 1s submiited to each
Committee meeting and an extract from the
Report 1s also provided to the Board at
each meeting

Risk induction

All the members of the Committee have
taken part in iIndividual and collective rnisk
induction brefings and the Committee
charrman has regular meetings with the
Group Chief Risk Officer and the Group
Finance Director

Committee members have also participated
In specialist nsk-related sessicns, provided
by our in-house experts on either a
one-to-cne basis or for the Commitiee

as a whele, to help Committee members
understand and interpret the data
contained within the Risk information
Report These sessions have occasionally
focused on specific kay risk 1ssues that are
particularly topical or current In addition to
the induction sessions, all Committee
members have uniettered access to
management at all tmes and in all
geographies Dunng 2010, members of the
Committee have met with risk management
staff in many lecations including Singapore,
Seoul, Shanghat, Mumbal, Chennal and
London This has provided more granular
mnsight regarding how nsk management 1s
operationalised on tha ground
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What qualities do members bring to the
Committee?

The Committee members have a wide
range of experience and bring a wealth of
detaled relevant knowledge and expertise
to the Committee’s deliberations

In cur view, it 1s essential that the
Committee should benefit from deep and
broad experience of banking and of the nsk
factors affecting it, but also from very senior
expernence of other ndustnes and
professions The composition of the
Commities, with three members possessing
deep banking and finance experience
(Jarme Dundas, Richard Delbndge and
OQliver Stocken) and three with a broader
business and professional background at a
very sentor level (Rudy Markham, Ruth
Markland and Paul Skinner} reflects these
considerations Four Comnittee members
sit on both the Board Risk and Audit
Committees and two of the Committee
members sit on the Remuneration
Commuttee, providing impertant inkages
between the three Committees

The Committee's insight and awareness
regarding relevant management processes
have heen facilitated through individual
committee members attending, as
chservers, Group Risk Commuttee and
Group Asset and Liabiity Committee
meetings Reports from those committees
are prepared and presented to the
Committee at each of its meetings

What were the findings of the Committee
effectiveness review?

The findings of the committee effectiveness
review evidence that members of the
Committee believe that having a dedicaied
Board Risk Committee has enabled {resh
thinking arcund risk appetite, and
significantly enhanced both rnisk
management reporting to the Board and
the Board s ability to digest and make best
use of the information it receves

Looking ahead, the Committee believes it
will benefit from further deep dives into
selected topics such as quidity, exposure
to banks, relance on models, and stress
testing The Committee also expects that
as it moves into its second year, it will wish
to allow more time for ‘white space’
discussion regarding less easily identihable
risks to the Group's business, and for a
deeper review of managemant s approach
In relation to operational nsk management
In addiion to regular meetings of the
Committees (six scheduled in 2011),
individual members expect to visit a vanety
of our major markets during 2011 and will
continue to engage with many levels of the
Group's risk management across the
Group's footprint
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Governance Commitiee
Members

Scheduled
Number of
meetings in 2010 3
J W Peace
{Chairman} (2) 3/3
R H P Markham (3} 3/3
P A Sands (1) 33

Our highlights

» Formation of this new enabling
committee within the Group's
governance structure

» Ovarsight of the process for reviewing
the effectiveness of the Board, board
committeas, Chairman and
individual directors

* Reviewed the geographic gavernance
framework that 1s applied consistently
across the Group

» Reviewed the findings of the subsidiary
governance review and the
subsequent actions that were taken

« Monitcred developments in the
regulatory envirenment and the
potential Impacts on our corporate
governance practices

« Considered the proposed corporate
governance disclosures for the 2010
Annual Report and Accounts

Cur prionties in 2011

+ Continue to monitor closely
corporate governance best practces
with a view 1o recommending
enhanced practices for adoption
by the Board as appropriate

Provide oversight of the development
of the Group's refreshed Governance
Manual

Monitor progress to Implement actions
ansing from the Beard and Committee
effectiveness evaluation and reviews

Continue to review the effectiveness
of the Group's governance framework
N consultation with our Governance
Chief Executive Officers

Consider and agree the most
approprate mechanisms for reviewing
the Board's, board committees and
indrvicdual directers’ effectiveness

n 2011

What has the Committee’s role and
focus been in 2010 and how has it aided
the Board with the delivery of its
strategy?

The Governance Committee was formed Iin
2010 as an enabling body to provide a more
formal and structured mechanism to
consider corporate governance 1ssues (such
as iIndustry governance reviews) as well as to
drive and oversee the annual board
effectiveness evaluation process Our remit
also includes oversight of the Group's
governance framework including the way that
our subsidianes are governed

The creation of a separate Governance
Committee was one cf the recommendations
ansing from the internal governance review
that we conducted In 2009 In addition to
aliowing for mare in-depth discussions on
governance matters, it has alsc created
space for the Board as a whole to focus
even more on key strategic 1ssues  Another
benefit ansing from the creation of the
Governance Committee Is that the
Neminatien Committee has more time to
concentrate on key 1ssues such as board
and senior management succession

During 2010 we considered
recommendations arising from the new
Stewardship Code, the Walker review and
the UK Corparate Governance Cede as well
as numerous other European and
nternational reviews relevant to governance
Given the iImportance that we place on
corporate governance, Standard Chartered
took a proactive role 1n contnbuting to both
the Walker and the Financial Reporting
Council's reviews of the Combined Code
At each meeting, the Committee receives
an update on events In the corporate

governance environment in terms of
Industry consultations, developments and
best practice In our markets The update
includes consideration of any emerging
trends such as governance codes,
standards and legisiation that are being
enhanced and implermented in the markets
in which we cperate

During the year, we reviewed the process for
reviewing the effectiveness of our Board,
each of the board's committess, cur
Chairman and each individual director This
included the consideration of the findings of
the report by the independent facilitator,
Boardroom Review, prior to discussion by
the Board

The Committee has oversight of the
mechanisms by which the Group 1s governed
and this Includes governance of subsidianes
Dunng the vear, we considered the findings
ansing from a review of our subsidiary
governance practices Messrs Bindra and
Shankar, whe have gecgraphic governance
responsibility across the network, met with
the Committee and shared Insights regarding
the Group's governance practices and
emerging market trends across our
geographic footprint

The Committee consists of the Group
Charmanr, the Senior Independent Director
and the Group Chief Executive The Group
Company Secretary 1s an important
contributor to the Committese as one of her
key roles Is to support the Chairman and
Group Chief Executive In enhancing the
effectiveness of the Board, its committees
and the ndwdual directors
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Each of the Governance Committee’s
members 15 either a member or regularly
attends most of the cther commitiees This is
important as often matters are discussed In
the Governance Commilttee that fall within
the remit of another committes or the Board
as awhole Committee members understand
that one of their roles 15 to channel such
matters to the appropriate forum for
discussion There 1s particular room for
overlap between the remit of the Gavernance
and Nomination Committees  John Peace
{(who chairs both Committees) 1s mindiu! to
ensure that all directors are kept informed
and Involved as appropnate, particularly
regarding Board composttion, governance
and succession

In addition, the Governance Committee has
reviewed the gecgraphic governance
framework that is applied consistently across
Standard Chartered, including the Inkages
that are in place etween our Board and our
banking subsidiary boards and the additonal
governance measures mplemented as a
result of our subsidiary governance policy

for our subsidianes and special purpose
entities

What were the findings of the Committee
effectiveness review?

The Committee had three scheduled
meetings In 2010 Although the Committee
is new, feedback ansing from the
effectiveness review was that the Committee
15 proving to be effective In providing a forum
where corporate governance Issues are
considered and discussed together with
consideration of the findings of Board
effectiveness evaluations
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Nommnation Committee
Members

Scheduled
Number of
meetings in 2010 2
JW Peace "
{Chairman) ) 2/2
JF T Dundas (5) 272
R H P Markham (1) 272
R Markland (6) 2/2
P A Sands (3) 272
P D Skinner {2)' 11

The fi~t Commiltee mesting look il ice pror to
apponiment in March 2010

Our highlights

* Mantained oversight of executive
succession planning

* Considered the new mentoring
pragramme for selected members of
the Group's senior management

* Continued our review of the Board
structure, size and composition,
particularly in ight of changes made
dunng 2010

* Reviewed and made recommendations
to the Board on the directors seeking
re-appointment and/or re-election at
the Annual General Meeting

[

= Considered the perfgrmance and
continued independence of non-
executive directors

* Reviewed conflicts or potential conflicts
of interest for all directors

Qur priorities in 2011

e Continuation of the structured
approach to Beard and committee
succession, consicering the range
of attributes, perspectives and
expenence needed over the long-term

¢ Continued focus on executive
successtion planning Including
consideration of diversity Issues

il

What has the Committee’s role and
focus been in 2010 and how has it aided
the Board with the delivery of its
strategy?

The Nomination Committee consists of the
Group Charman, Group Chief Executive
and the chairman of each board commitiee
We primarily focus on the existing and
future compaosiion and balance of the
Board and its committees We sesk to
ensure that the ndwiduals in place are
those best able to discharge the
responsibilites required by the Group at all
tmes When considering Board
composition, we beleve that a board that 1s
comprised of people with different
backgrounds, skills and exparnences can
provide diverse perspectives that support
the functicning and effectiveness ot the
Board We recegnise that any board
appointment shoutd bhe meritocracy based,
and we ensure that the Individual selected
possesses net only the nght skills and
expernence, but also the nght behavioural
strengths and skills to fulfil the role
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Cver the course of the year, the structure,
size and composition of the Board and its
ongoing leadership needs were
continuously reviewed

Supplementing cur activities, during the
year John Peace has facilitated several
informal discussions with the non-executive
directors regarding executive succession
planning

Succession planning

In addition, on behalf of the Board, we
reviewed the planning and develcpment
processes that are In place designed to
ensure that the Greup has approprate
sentor executive management to deliver the
Group's strategy

During the year our members (and other
non-executive directors) interacted with
rmany of the senior management of the
Group For instance, most of the members
participated in parts of the Group's
leadership programme Leading the Journey
attended by the most senior management
Qur member's participation provided an
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apportunity to observe the strength of the
leadership cadre across the Group as well
as providing the delegates with an
opportunity to have more interaction and
open dialogue with members of the Board

We also established a mentoring
programms between some of our
ncn-executive directors and several of our
most senior high potental leaders This
programme provides development support
to these leaders whilst also allowing our
members to gam a more in-depth
perspactive of the strengths and
capabilties of these iIndividuals

We reviewed the long-term succession
plans for non-executive directors looking
at the balance of skills and experence
avallable to the Board In addition, this
analysis was applied to the Board
Committees In 2011, we will place even
greater focus on ensurnng a structured
and smooth succession for all key rofes
on the Board, particularly the chairman
roles for each Committee




Re-election of the Board

We reviewed and macde recommendations
to the Board on the directors’
re-appoiniment and/or re-alection As
descnbed previously, we have decided to
propose all directors {or re-election this
year As aresult, the Group Charrman
reported to the Committee on the outcome
of his performance evaluation of each
individual director The Committee used this
information, along with details of mestings
attended, time commitment, cverseas
visits, fulfilment of other activities cutlined In
each non-executive director s engagement
plan as well as other contributions As a
result, we were comiortable to recommend
to the Board that each of the directors are
eligble for re-election by shareholders

at the next Annual General Mesting In

May 2011

Situational conflicts

As part of its remit, we reappraised
authorisations that 1t had provided for
situational confiicts under the Companies
Act 2006

What were the findings of the Committee
effectiveness review?

We will need to buld on the work that it has
done In 2009 and early 2010 in terms of
succession planning for the Board and iis
committees In particular, we are mindful
that a number of non-exacutive directers
have similar tenure and mosi of these play
key roles as chairs of our vanous
Comimittees It will be important 1o ensure
that theres a structured and smooth
succession for these chairmanships

We felt that the Committee should continue
to focus on executive succession planming
and that it would e helpful to share
periodically the Tindings ot this review with
the rest of the Board s non-executive
directors [his practice was already in place
during 2010 when several briefing sessions
with the rest of the non-executive directors
where scheduled to keep them updated on
developments and 1ssuas The general
consensus Is that these were helpful and
should continue

Corporate governance

Corpolalo governance

Exemplary corporate governance

We believe that strong corporate
governance is essential for delivering
sustainable shareholder value and as a
leading internaticnal bank, we are at the
forefront of corporate governance We
helieve that smply complying with written
corporate governance standards 1s not
enough It 1s wital for companies to have
an underlying culture with behaviours
and values that support eifective
corporate governance At Standard
Chartered, our open, challenging yet
cohesive and collaborative culture enables
us to aim for the highest standards of
corporate governance

M@ﬁ

Annemarie Durbin
Gioup Company Socielaty
2 March 2011
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Directors’ remuneration report
Committed to long-term shareholder value

Dear Shareholder

2010 has brought with it more changes
in the remuneration environment and
the Remuneration Committee has
focused upon ensuring that the Group's
policies are able to attract and retain
talent in the lhighly competitive markets
in which we operate whilst meeting the
requirements of regulators and best
practice The Group continues to focus
on organic growth and withun this our
people are key Therefore, the
Committee puts a high prionty on
masntaining a reward framework

that enables delivery of the Group's
strategy and butlds a sustainable
performance culture

Global regulatory environment

Last year we reported how the development
of global regulations cn reward affected
our policies This year there have been
continued changes At the end of 2G10 the
Committee of European Banking
Supervisors released its guidelines which,
were subsequently Incerporated Into the
new Financial Services Authority’s (FSA)
Code Local regulators in a number of
countries have buidt on internaticnal
standards for remuneration policies,
inchuding those laid cut by the Financiai
Stability Board, by introeducing their own
local gudelnes The challenge to meet local
requirements and those of our lead
regulator, the FSA, has been considerable
We continue to support remuneration
practices that encourage financial statlity,
strong nsk management processes and
behaviours and have again met the
requirements of the FSA's remuneration
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code, which in 2010 are more extensive and
contain mere prescriptive reguiremants on
how varnable compensation 1s managed

Existing share plans

In 2009 the Committee iniiated a detaited
review of the Group's share plans which,
continued In 2010 QOver recent years there
has been a trend to deliver an Increasing
amount of discretionary annual performance
awards in shares, with new regulatory
requirements stipulating that defivery of
these shares 1s deferred in 2009 delivery
of the annual performance awards became
complex, requinng the use of a number

of different plans

At the May 2010 Annual General Meeting,
changes to our restricted share scheme
were approved These changes enabled us
to reet the requirements of our reguiators,
including the FSA

New discretionary share plan

The Group's existing performance share
plan 1s due to expire after the Annual
General Meeting it 2011 As part of the
wider share plan review, the Committee
racommended and the Board has approved
the introduction of a new umbrella style
discretionary share plan This plan wifl be
put forward for shareholder approval at

the May 2011 Annual General Meeiing
Under the new plan a vanety of awards may
be granted, ncluding performance shares
and the detferred portion of any annual
pertormance award More detalls on the
terms of the new discretionary plan are
included in the notice of Annual

General Meeting

In ine with best market practice and
regulatory requirements, the performance
criteria attached to performance share
awards made under the new discretionary
plan will incorporate a nsk aligned
performance test in the form of return

on nisk weighted assets This 1s in additicn
to the earnings per share and total
shareholder return measures that alreadly
exist To ensure a balanced scorecard
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approach to the assessment of our
performance, these measures will be
equally weighted

Subyect to receving shareholder approval
the Committee has agreed that all
performance share awards for the 2010
performance year will be made under the
new 2011 discretionary share plan

Year-end compensation decistons

As In previous years, In considering the level
of year-end compensation the Committee
carefully considered the balance of all
stakeholders nterest ncluding the value
delivered to sharehclders The Commitiee
recognised that 2010 was the exghth year
of record profit and ncome Thisisa
long-term and sustaned performance in
which the Group has generated substantial
value for shareholders Censequently the
Committee believed it was appropnate to
make variable compensation awards to
those that contributed to that success
mchuding the executive directors These
awards were at a level that rewarded that
contribution and recognised the competitive
markets in which we operate More
infarmation on how we evaluate our

total variable compensation spend is on
page 111

The Directors’ remuneration report

has been prepared by the Committee
and approved by the Board as a whole
On behalf of the Committee, | encourage
you to vote in favour of our report at the
Company s 2011 Annual General Meeting
and, In the meantime, welcome any
teedback that you may have

Ruth Markland

Chauman of the Reinuneration Commillee
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Our highlights

The Committee has made a number of key decisions during the year

* Following changes n regulatory requirements, the Group has refined its
existing claw-back policy to emphasise the importance of the Group’s values
and behaviours in determining whether claw-back 1s triggered

We have also made changes to the global deferral framework for awards made
under the annual performance plan to ensure that a higher proportion of any
annual performance award 1s deferred as award leve!s increase

In an extension of the review that began in 2009, a review of compensation
structures was undertaken In specific areas of Wholesale Banking As a resuilt,
the compensation of some employees was subject to rebalancing from vanable
pay to fixed pay, whilst keeping total compensation levels unchanged The
change was in the spirit of the Financial Stability Board’s desire for
compensation to be paid in a manner that does not encourage excessive
risk-taking and to enable our fixed compensation levels to remain competitive

* The form of the new share plan was finalsed and will be implemented
n 2011

* A new shareholding requirement policy was introduced

What has the Committee’s role and
focus been in 20107

The Committee has oversight of all reward
policies for Standard Chartered employees
It reviews and 1s responsible for setting the
principles and governance framework for
all compensation decisions In particular
the Committee

* Determines and agrees the remuneration
of the senior executives and employees
with the potential to have a matenal
impact on the nsk profile of the Group

Remuneration
Committee meetings

* Approves any proposal to award a high
remuneration package tc new recruits or
a high level individual bonus award to a
Group employee

* Ensures that the remuneration policy 1s
appropriate and consistent with effective
risk management, the Group Chief Risk

Members Scheduled  AdHoc Officer attends kay meetings of the
R Markland Committee during the year
Chawrman) (3) o/6 22 The Committee's terms of reference are
V F Gooding (2) 6/6 1/2 avallable at www standardchartered com
J W Peace {1) 6/6 2/2
What were the findings of the Committee
P D Skinner {4) 6/6 22 effectiveness review?
J G H Paynter (5) 4/4 11 During 2010, an internal committee
OH Stocker? 1/2 /1 effectiveness review was conducted The

results of the review show that there s a
good mix of relevant business skills and
experience between members and papers
are of the highest standard More generally,
the open relationship with the executive
management team, particularly bath the
Group Chief Executive and Charrman,

1s greatly valued A number of
racommendations were made to improve
the efficacy of processes and to assist the
Committee in effeciive decision making
Recommendations will be mplemented

in 2011

Nedes

T Became a member of the Rermuneration
Comimittee on 4 March 2010

¢ Ceased o be a member of the
Remuneration Committee on 4 March 20H0
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Qur priorities N 2011

For the coming year we anticipate that
the Committee will be focusing on

+ The implementation of the new
discretionary share plan

« Supporting the Group strategy,
ensuring compliance with the
dynamic regulatory environment

* Developing competitive reward
structures whilst maintaining a
prudent approach to the cost and
risk to the business

How have we ensured that appropriate
linkages exist between the commuttee,
our Board and management committee?
Throughout 2010, the regulatory demands
on the Committee have continued to grow
as both UK and international remuneration
requirements develop The Committee
draws upon the relevart expernence and
knowledge of its members, especially
benefiting from the fact that a number of
them hold positions on other Board
committees These synergies include the
fact that Ruth Markland 1s a member of
both the Audit and Board Risk Committees,
John Peace 1s the Charrman of the
Governance Committee, Paul Skinner 1s a
member of the Board Risk Committee and
chairrman of the Brand and Values
Committes, Val Gooding I1s alsc a member
of the Brand and Values Committee and
John Paynter 1s a member of the Audit
Committee In addition, important
remuneration issues are brought to the
Board before approval and all iIndependent
non-executive directors are involved In
discussions efore final approval 1Is given
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Benchmarking Standard Chartered’s compensation arrangements against emerging regulatory best practice

Emerging Regulatory Best Practice Standard Chartered Practice
Regulatory Benchmarking
Remuneration policy that supports * Risk management 15 core to all business decisions across the Group and we have &
effective nsk management processes robust process for ensuring that compensation decisions take risk into account
(further detads are on page 111}
Rewarding for performance and » Employees arae assessed and rewarded on performance agamst objectives and
adherence to values adherence to Group values Those role-modelling our values typically receive an uplift

s of 20 per cent over target vanable compensation compared with those who '

demonstrate the values less frequently

* A claw-back policy on deferred compensation that can be activated by inappropriate
behawviours and non-adherence to Group values

Strong, defined link between *» Variable compensation for senior management i1s driven by collective and individual
remuneration and strategy chjectives that are clearly inked to the achievement of business objectives
consistent with the Group's nisk appetite

Aligning remuneration to risk horizon » The use of a robust nsk adjusted profit metric that takes into account regulatory
capital, credit and market rnisk in formutation of performance award poals

» Claw-back can be applied on deferred performance awards prior to vesting

» The new share plan has greater nsk algnment through the introduction of a new
risk-based performance condition

* The three-year vesting period for share awards 1s consistent with the tenor of the
Group's banking book, of which, within Wholesale Banking, circa 70 per cent 1s one
year or less

Appropnate use of guarantees * No multt-year guarantees are offered

» Guarantees are subject to the same deterral and claw-back requirements as
variable compensation

Meaningful levels of deferral for * Those executive directors, senior management and certain other senior employees who
variable compensation are covered by the FSA's remuneration code (Code Staff}, have a maximum of 20 per
cent of any annual performance award payable in cash

* Allemployees subject to the FSA remuneration code are subject to the required
deterral rates and delivery mechanisms

= A Group-wide deferral framework with a top rate of 80 per cent deferral of total
variable compensation exists for all employees

« In addition, where local regulatory requiements apply, employees will be subject to the
hugher of these and the Group deferral framawork

Strong internal governance process » The Committee cversees all matenal variable compensation plan spend and reviews the
remuneraticn of the most highly paid and those subject to FSA deferral requirements

* The Group Chief Risk Officer attends key Committee meetings

* Control function variable compensation pools are managed separately from the
businesses they control

* Comprehensive set of reward plan committees provide ngorous challenge of variable
compensation decisions

= Control functions provide input into reward plan committee meetings on any control or
audit 1ssues {positive or negative) that should influence compensation decisions
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Five highest paid employees beneath the Board
The following table sets out, on an ancnymised basis, the remuneration of the five highest paid employees, who are not executive
directors, In the year ending 31 December 2010 The disclosure 1s not imited to those discharging executive responsibihity (PDMRs)

2010
Total Vartable Compensation ($'000)
Variable
Fixed compensation Deferred shares
compensation’ Cash non-defarred and performance
Employee {$'000) {$'000) shares? ($'000) shares® ($°000)} Total ($'000)
1 676 2160 2,160 B,877 11873
2 765 1400 1400 4,746 8311
3 237 1404 1404 4,211 7 256
4 568 1250 1 250 4077 7145
5 195 2995 - 3,955 7145
Noteas

' Includes base salary, benefits and allowances paid in respect of 201G and where appropnate on a pro rata basis for new joiners

2 Pan of any annual performance award for an employee designated as Code Staff under the FSA remuneration code 1s delivered in the form of
shares that must be retained subject to the Group s revised sharehelding requirernents pelicy (see page 115)

3 |ncludes the deferred element of annual performance award the expected value of any performance shares and if appropnate any distnibution
from any carned interest plan payable in respect of 2010 but pad in 2019

Advisors

In September, the Comntiee approved the
re-appointment of Towers Watson as its
independent advisor for a further 12 months
to advise on a range of execulive
remuneration related 1ssues

Towers Watson also provides pensions,
actuarial and human resources advisory
services to compantes In the Group Ve are
satisfied that the consultants adwising the
Committee are significantly ndependent of
other Towers Watson activities in the Group
The engagement with Towers Watson has
regard to the code of conduct for
remuneration consultants in the UK

The Committee also received advice from
the Group Head of Human Resources and
Communications, the Group Head of
Performance, Reward and Benefits and, as
noted above, the Group Chief Risk Officer
where appropnate

Towers Waison provided formal reward
survey data to the Committee Clifford
Chance LLP has previously advised on the
design and operation of our share plans
and s also assisting with the design of the
proposed new discretionary share plan
Clifford Chance LLP also advised on i1ssues
relating to executive and non-executive
drrectors’ contracts Mclagan Pariners
provicled formal reward survey data and
adwvice on market practice in vanable
compensation plans within the Wholesale
Banking sector

Performance and reward phifosophy
and principles

The Group's success depends upon the
performance and commitment of talented
employees Qur performance, reward and
henefits approach supports and dnves our
business strategy and rentorces our values
In the context of a clearly articulated nsk
appetite and a One Bank framework

Our approach

* Supports a strong performance-oriented
culture, ensuring that individual reward
and incentives relate directly to (j) the
performance and behawviour of the
individual (1) the performance of
the business, and () the interests
of shareholders

Maintains a competitive reward package
that reflects our international nature and
enables us to attract, retain and motrvate
our employees

Reflects the fact that many of cur
employees bring international experience
and expertisa, and we recruit from a
global marketplace

The Committee reviews the policy

on a regular basis against significant
regulatory developments, market practice
and shareholder views and makes
appropnate adjustments

www slandardohartered com

Performance-orniented culture

QOur Cne Bank philosophy, which applies to
all employees, ensures that behaviours
including prudent nsk management and
values are rewarded as well as business
performance and 1s central to our
remuneration pohcy It means that we seek
to ensure our approach to reward and
performance management I1s conststent
acress all employees We beliave that
performance and related reward outcomes
sheould be a consequence of both how
performance is delivered and what 15
delvered Thus s taken nto account in all
personal cbjectives, performance
assessments and reward decisions made
within Standard Chartered and has a
tangible impact on the reward that
employees receive

Target total compensation 1s benchmarked
to the relevant market in which each
ndividual 1s emploved, while the potential
total compensation 15 set at upper quartile
or higher for excetlent individual and
business performance

All employees have the opportunity to
receive an element of performance-related
compensation, subject to ther contractual
entitlement Typically, the higher the total
compensation, the greater the proportion
delwvered in vanahle form {either through a
cash award, deferred shares and/or
performance shares)
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Reward arrangements for all

We employed over 85,000 people in 71 countnes and territories at the end of 2010 While we support our One Bank approach
to remuneration, it Is necessary to structure compensation and benefits to reflect differing local market and statutory and
regulatory conditions The table below summanses the key components of our typical reward arrangements Further details
on each element are set out Iin the subsequent sections

Objective

Delivery

Fixed

Base pay

Rewviewable allowances

* To attract and retam talent by enswring

that salanies are competitive o the
relevant market in which the ndivicdual
18 employed

To ensure that fixed compensation 1S
sufficient to allow a truly flexiole vanable
compensation policy

= Cash

* Typically only base pay element
1S pensionable

Benefits

Core benefits

»

To support and be consistent with our
values and based on local regulations
and competitive practice

* Normally mcludes retirement benefits,
medical Insurance, life assurance and
annual leave

Sharesave schemes

To encourage employee share ownership at
all levels throughout the Group

To engage employees in our performance,
abign therr Interests more closely with those
of our shareholders, and offer them an
apportunity for long-term savings and a
share In the financial success that they help
o create

All employses are invited to open a
three-year or five-year savings contract

Option price is set at a discount of up to
20 per cent to the share price at the date
of Inutation

Within a penod of six manths after the
relevant anniversary, employees may
exercise the opien and purchase shares

No perfermance conditions

Variable Compensation

Annual performance award
* Cash

» Deferred shares

s Upfront shares

To focus participants on the achievement
of annual ohjectives, which align our
short-term performance with the
sustainable creation of shareholder value

To provide a portion of total reward that s
performance related

To ensure that the proportion of vanabfe
compensation opportunity fwhich might be
delivered through a cash award and
deferred shares) ncreases with senwrity
and quantum

Half of any non-deferred annual
performance award for an employee
subject ta the FSA Remuneration code
wilt be delivered in the form of shares

Awards are in three components cash
and deferred shares and, in relation to
certain desighated employees, upfront
shares Awards in excess of $60,000
have a proportion deferred into shares
and this proportion satisfies regulatory
deferral requirements

The greater the amount of the annual
performance award, the greater the level
of deferral

Deferred shares vest in equal tranches
after one, two and three years, subject to
the claw-back policy

Deferrad and upfront shares dehvered to
Code Staff may only be sold if a share
holding requirement 1s already satisfied

Performance shares

To focus participants on meeting and
exceeding our iong-term performance
targets, which are linked to safeguarding
shareholder interests

To algn the interests of semor managers
with shareholders by ensuring that they
bulld and retan an appropriate equity
stake in the Group

-

Awards of deferred nights or nil price
options exercisable after the third, but
before the tenth anniversary of the
date of grant, subject to continued
employment and performance
canditons beng met over the first
three years
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Programme detail

* Reviewed annually and only amended as
appropriate taking account of the latest
avallable market data

s Off-cycle reviews take place where there 1s
a particular need to ensure market
competitiveness

* Increases, If any, typically take effect from
1 April

» Reviewead periodically taking account of
local market practice

» In countries where 1t1s not possible
to operate Sharesave, typically because
of securities laws, regulatory or other
similar 1ssues we offer an equivalent
cash-based scheme

Group deferral levels are reviewed annually,
taking Into account both regutatory
requirements and market practice The
maximum marginal rate of deferral s 60 per
cent of total vanable compensation n 2010
the deferral framework was enhanced so that
greater vanable compensation was deferred
at the mid-tiers (see page 112)

* Part of the overall reward package for
executiva directors and cther senior managers

« Awards are entirely discretionary and are
hased on indmdual performance and
contribution to long-term value creation

« Appropriate perfonmance conditions are set by
the Committee each tme an award 1s made

— s
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Our balanced set of reward structures
reflacts the risk profife of particular
businesses The methods by which variable
compensation pools are determined vary
according to the nature of the business
Further information on this 1s provided
below and on page 112

Group reward plans

Governance of reward committees

To ensure that there 1s appropriate, formal
nput to the decision making process for
each of the Group's plans there are a
number of business specific Reward Plan
Committeas (RPCs) responsible for making
sure that information from the risk,
comphance and human resources functions
are taken into account Decisions on reward
for contrel function employees are
determined independently of the business
and control function, and the RPC members
do not personally participate in any business
specific plan to maintan independence

The accuracy of finance data used in the
decision making process IS oversean by
risk and finance representatives jointly
Human Resources provides independent
input to minmimise any petential conflict of
interests and control functions Input Into
RPC meetings on compensation

The Group Reward Plan Committee
(GRPC), which includes the Group Chief
Executive, the Group Finance Director, the
Group Head of Human Rescurces and
Communications and the Group Chief Risk
Officer, oversees each of the husiness
specific RPCs to ensure consistency across
Standard Chartered The GRPC ensures
compensation decision making 1S 10
accordance with our established reward
strategy and acts as a link to the
Committee, providing feedback on other
RPCs as necessary

Varnabte compensation funding

The Group's tota! variable compensaticn
{TVC) spend Is calculated after sufficient
profit has been accrued to accord capital
{shareholders) and adequate nsk adjusted
return Deterrmination of the overall TVC
pool for 2010 was established in a similar
way to previous years, although in 2010
there was greater rellance on pool
determunation based on nsk adjusted profit
fas outhned below) The two key elements
to pool determination are overall payout,
and allocation of the TVC spend between
respective businesses and functions

The Committee approves the total TVC
spend, including the amount to be spent on
any performance share awards, for the
Group taking into account a submission it
receves from the GRPC The Committee
exercises Its jJudgment to ensure that the
overall payout appropnately reflects Group
performance, the control environment, and
any other qualitative factors that the
Committee considers appropriate, including
performance relative to peers, the latest

www standarduhai lered com

remunearation gudelnes, political and
investor sentiment on banking
compensation and emerging market
inteligence on what other banks are
paying out The Commuttee then uses
this information and exercises discretion
to determine the final pool and

approve allocations to business and
support functions

In arrvng at its decision, the Commuttee
looks at the proposed aggregate payouts
relative to both operating profit and
adjusted economic profit However, the
Committee Is also informed by the
underlying funding frameworks for ndmvidual
poals and has oversight for the allocation of
the overall Group pool across businesses
The GRPC is responsible for allocating the
approved pools to each business specific
RPC, which then oversees the allocation of
variable compensation spend within

its area

About 80 per cent of our discretionary
vanable compensation in the business was
delivered under adjusted economic
profit-based plans this year

For 2011 the Group will be moving towards
anew measure for determining aggregate
and business-specific variable
compensajion pools The measure will be
nsk capital adjusted profit (RCAP) The new
methodelogy, builds on the Group’s current
adjusted economic profit measure (AEP)
used for bonus pool funding 1in Wholesale
Banking, using the higher of economic and
regulatory capital AEP 1s based on the
higher of actual losses and expected losses
and RCAP bullds on AEP using the higher
of economic capital and regulatory capital

A small number of employees working
Principal Finance also participate In a
carned interest plan under which they may
benefit from growth in the long-term value
of investments they make

Ensuring performance and nsk are
alhgned in compensation structures

In relation to the management of varable
compensation, the Commitiee views this in
a holistic way, with a number of levers used
to determine hoth the appropnate size of
the vanable compensation pool and
individual recommendations taking account
of current and future nisks to the Group Itis
important to acknowledge that such
interventions happen at the tme
compensation decisions are made These
levers are used to make what 1s called ex
ante nisk and performance adjustments
beginning with the use of AEP In addition,
the Committee has agreed a number of
mechanisms to make ex post performance
adjustments that prowde further alignment
to actual performance outcemes
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Considerations at the time of award (ex ante)

Imitial pool funding

* Total variable compensation {TVC) has been established in a similar
Way to previous years, although i 2010 there was greater reliance
on pool determination based on risk adjusted profit

* Anassessment of the pools relative to financial perfarmance both
year-on-year and versus budget, 1s made with reference to multiple
financial lenses including (1) trading profit, () adusted economic profit

and (In} nsk capital adjusted profit

Validation of the TVC pool

* The Commiitea remews the TVC pocl aganst the financial dmensions
{above), but exercises its judgment to ensure that the overall payout ¢
approprately reflects Group performance, the control environment,
and any other qualitative factors that the Committee considers appropriate

Adjustments after awards made (ex post)

Balance of cash, deferred
and performance shares

* The Committee considers the balance of cash, deferred and
performance shares to be delivered both at an aggregate level and
at an ndividual level Ex post adjustments are only effective If the
right people get deferrals and performance shares (PSP)

* In the Group, deferrals start at $50,000 and performance
shares are awarded to up to 1,000 employees depending

on ndwidual performance

Performance adjustment
and claw-back

This 18 achieved through multiple lenses

* Diminution in value of deferred award through share price

movement until vesting

» Claw-back applied if an individual exhibits poor values and behaviour

» Claw-back applied in full or part If there is a matenal restatement or
subsequent loss at a Group or bustness level

» Diminution In value of performance shares through share price
movement and subsequent testing of performance conditions

Determining sndividual vanable
compensation awards

The am is to achieve a high performance
culture In which every employee has a clear
set of objectives, receives ongoing
feedback on perfermance and behaviour
and I1s appropriately rewarded for ther
ndricluat contribution

Our ePerformance systern, introduced last
year, has resulted In a more disciphined and
transparent approach to managing
employee performance, with more than

98 per cent of employees having cbjectives
that have been discussed and approved by
theirr manager [o support team and
individual objective setting, the Group
Collective Agenda and business prionties
are cascaded throughout the Group This
approach underpins the strong focus on
setting quahty performance and values
objectives and ensures all employees are
clear on what 1s expected of them
Performance aganst objectives 1s then
regularly reviewed throughout the year

112 Standard Chailered Annual Reporl 210

Differentiating performance and values
ratings at al! levels enables targeting of
spend towards these who have made the
most effective contribution to the Group s
performance and unigue cu'ture,
recognises and aids retention of our highest
performers and balances this with
affordability considerations

There is no direct formulaic ink between
business income generated by an ndmvdual
and that indmdual’s reward

Application of deferrals and claw-back
Annual discretionary performance awards
above $50,000 are subject to the Group's
standard deterral tramework [ he deferred
portton 1s detivered entirely In shares From
2009 onwards, awards are subject to our
claw-back arrangements and vest in egual
tranches annually over a threa-year penod
The percentage deferred nses incrementalty
as the award level increases

veww slandlardchar tered cum

The current deferral thresholds are shown
1n the following table

Annual performance Parcentage
award thresholds ($) deferred

No deferral
50000 or less paid in cash
Above 50 000 and
equal to 250,000 25 per cent’
Above 250 000 and
equal to 500 000 35 per cent
Above 500 000 and
equal to 3 milion 50 per cent
Above 3 millicn 65 per cent?

Nt

' A mimmum deferral into shares of $5 000
exists

? The net deferral rate will be capped at an
aggregate deferral of 80 per cent including an
expected value of performance shares




In arder to comply with the FSA and other
local regulators’ requirements, executive
directors and other senior management
may receive a higher proportion of thesr
total variable compensation in deferred
shares than under the Group wide deferral
framework Those employees covered

by the FSA’s remuneration code
requirements receve a maximum of

20 per cent of vanable compensation

n cash

Secondly, the Committee will retain
discretion in very exceptional crcumstances
to deterrmine that a whole award will not
vest, will onlty partially vest, or will be

subject to delayed vesting Such
circumstances may include a materal
restatement of Group's financial statements,
the discovery of endemic prablems in
financtal reporting, or where as a result of
financial losses a matenal breach of
regulatery guidelines (e g n relation to
capital holdings or lquichty) has occurred or
i1s lkely to occur Where the Group s financeal
statements have been subject to a matenal
restatement, the Committee may alsc
determine that forfeture 1s to be restricted
to the award holders in a particular
business unit if 1Issues In that unit alone
have heen the cause of the restatement

Thirdly, Individual award holders may forfeit
their awards if the GRPC, or the Committee
In respect of members of the Group
Management Committee, determine in their
reasonable jJudgement that the employee or
former employee has, as a result of an
appropriate accountability review, been
deemed to have {) caused in full or in part a
matenal loss for the Group as a result of
reckless, negligent or wilfu! actions or (i}
exhibited inapproprnate values or behaviour

Performance shares

The use of performance shares i1s an
intrinsic element of total remuneration for
our executive directors and senior
management Its significance as a
proporiion of potential total remuneration 1s
one of the strongest indicators of our
commitment to pay for sustainable
performance and aligring reward with our
nisk honzon The vanations i the level of
performance share awards that are shown
on page 118 highlight the importance that
we place cn individual performance A
performance test 1s applied at both the time
of award and at vesting Al performance
share grants are tunded from the fotal
Vanable Compensation pool agreed by the
Committee and are not therefore an
additional cost to the profit and loss

2011 Discretionary share plan

The Group's existing performance share
plan 1s due to expire In 2011 A new
discretionary share plan will be put forward
for shareholder approval at our Annual
General Meeting In May 2011 Given the
need to renew the Performance Share Plan
(PSP), the Group has taken the cpportunity

- - 1
_ -
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to review and amend all its discretionary
share plan arrangements at this time,
including those plans used more broadly for
delverng restncted shares and any
cdeferred element of performance awards

Notwithstanding this review, we are not
proposing to make significant changes

1o our remuneration phikosophy
Discretionary share awards remam

a key part of both executive directors’

and senior management’s TVC and the
core principles of the propesed plan remain
broadly unchanged However, the Group 1s
mindful of the practical challenges of how
its share plans are and will continue to be
used In a changing remuneration
environment, subject to ongeng regulatory
developments Our proposals aim to give
us a plan that has sufficient flexibility to
nawvigate these challenges and requirements
over the coming years

The ptan 1s proposed as the Group’s main
long-term incentive vehicle, eligible to all
employees with the flexibility to provide a
varety of award types The plan 1s designed
to deliver performance shares, deferred
awards and restricted shares, which are
currently provided under the existing vanety
of plans

Performance shares element of new plan
Under the new discretionary plan the
Committee will have the abllity to make
awards of performance shares subject to
specific criteria

Performance share awards under the new
plan will form a core component of TVC
with a policy of an overall maximum amount
of 400 per cent of base salary in face value
terms In relation to executve directers This
1s consistent with the current tevel under the
existing PSP

The Committee has also taken the
opportunity to review the performance
conditions and proposes 1o add a risk
aligned measure Its proposed that, In
addition 1o the performance conditions
which apply to the existing PSP of Total
Shareholder Reiurn (TSR} and Earnings per
Share (EPS), a new performance measure
of Return on Risk Weighted Assets
{RoRWA) will be included

Using a nsk adjusted measure ensures that
there 15 an appropriate return for the risk
taken and ensures the measure 1s aligned
with the Group's risk appetite
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RoRWA

Return on Risk Weighted Assets 1s a key
perforrmance indicator of the Group that 1s
already used to calculate capital adequacy
This performance measure takes into
account not only the return on assets but
also nisk adjusts the assets by looking at
credit, operational, and market nisk

The weighting between the three elements
will be split equally {one-third of the award
depending on the achrevement of TSR,
EPS and RoRWA, assessed independently
of one another) supporting a balanced
scorecard approach through equal focus
upen financial measures, investor interests
and prudent nsk taking

In satting the new RoRWA target,

the Committee has considered not anly

the historic performance of the Group, but
also the likely mpact of the requirement to
carry higher levels of capital and ‘regulatory
Iiquichity , and external regulatory changes,
such as the UK bank levy and the
requirements of Basel lll (developed by the
Basel Committee on Banking Supearvision)
In setting the vesting threshold, the Group's
Internat Capital Adequacy Assessment
Process (ICAAP), rsk appetite and the
Group's underlying performance have all
been taken into consideration

Performance shares under the new plan will
conhnue to vest after a three-year
performance period

Subject to recenving shareholder approval
at the Annual General Meeting in May this
vear, all performance share awards for the
2010 performance year will be made under
the new 2011 discretionary share plan

Deferred awards

Awards under the annual perfoermance
awarg plan are subject to increasing levels
of deferral To help simplfy the process (it1s
envisaged that) future deferred awards will
be made under the new discretionary plan
These awards will be subject {o a three-year
deferral period, vesting equally cne-third on
each of the first, second and third
anniversanies in ine with the current rules
governing deferred awards under the
existing resincted share plan, these awards
will not be subject to an annual imit to
ensure that regulatory requirements relating
to deferral levels can be met In ine with the
current deferral plans and market practice
of our competitors, deferred awards will not
be subject to any further performance
critena, although the claw-back policy

will apply

The final decisions regarding the new
discretionary share plan will be detated in
the shareholder circular Issued prior to the
Annual General Mesting taking place in May
this year
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2001 Performance Share Plan (PSP} Proposed 2014 Awords Awards Awards
The Group's existing plan for delivering awa’g;\::f:; “‘9331'3 “‘ag&;; made P
performance shares (s the PSP Although
the PSP will be replaced In 2011, there are  Banco Santander . o hd
still awards under the plan yet to vest that Bank of America L] ® . .
were made to employees in respect of the Bank oi Ch ° . -
2008 and 2009 perfarmance years Under e oithina
the PSP, the maximurm award that canbe ~ Bank of East Asia d d .
granted to employess is 400 per cent of Barclays ® e [
base salary Citigroup L] [ ] [ ] [ ]
Half the award 1s dependent upon our TSR Credit Suisse . .
performance compared with a defined peer  pBS Group . ® ° °
group The balance 1s subject to a target of Doutscho B . - . p
defined EPS growth Both measures use utsche Bank
the same three-year penod The rationale HSBC ® ) . [
for these performance conditions is set ICBC ° Py -
out below

ICICI L) L] [ [ )
TSR JPMorgan Chase ® [ ] ® .
Relative total shareholder return, which Kookmin . ° °
measures the growth in share price
plus dividends paid to shareholders, Is Oversea-Chinese Banking Corporation ® [} [ ] ]
recogrised as one of the best indicaiors Royal Bank of Scotland . s P P
as to whether they have achieved a good Societs Générale °
return investing in a speciic company
relative to a basket of similar companies Standard Bank . . .
or a single Index State Bank of India e ) .
EPS Unicredit ] [ ] [ )
Earnings per share provide an appropriate Uniteg Overseas Bank ® . L] ®
measure of a company's underlying Standard Chartered . ° °
financial performance

Lioyds Banking Group -
TSR element HBOS! .
A comprehensive review of the comparator |\ 4 rap .
group was undertaken by the Committean " oyd

oles

June 2008 The outcome was t0 Increase
the number of constituents from 15 to 21
for awards to be made 1n 2009 and beyond
The enlarged group better reflects the
increased size and scope of our current
busmess The Committee considerad a
combination of measures, including size,
business scope and geographic spread, to
identify the most appropriate companies
before agreeing the constituents

The constituents of cur compariscn peer
group for awards made n 2008, 2008 and
2010 are set out In the table above nght

The percentage of awards exercisable at the
end of the relevant thres-year performance
penod 1s calculated on a straight-ine basis
Minimum vesting for awards granted from
2008 occurs If median ranking 1s achieved,
with full vesting achieved it we are ranked in
the upper quintle in our companscon group
For awards granted from 2011 under the
new plan, a shght vanation In the TSR
ranking approach algned to market practice
applies The comparator companies
(excluding Standard Chartered) are ranked
In companson with the TSR performance of
Standard Chartered, recognising the
positioning of Standard Chartered's TSR
compared with that of the companies
postioned immechately above and below it
Straight-ine vesting applies for performance
between the set positions reflecting the
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' For unvested awards granted in 2008 HBOS was replaced by a synthetic company, in view of s

acquisiion by Lloyds TSB

actual level of TSR performance compared
with the nearest comparator companies

The Committee beleves that 1t is preferable
to continue to measure total shareholder
return performance using a local currency
approach This reflects the intarnational
composition of the comparator group, but
also takes inte account that a significant
proporiion of each company's proit 1s
generated in the same currency as its
pnmary istng This approach measures the
real Impact for a shareholder by focusing on
relative stock movement rather than taking
nto account exchange rate fluctuations

Earnings per share element

The percentage of award 1s normally
exercisable at the end of the relevant
three-year performance peniod and
1s as follows
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Percentage of
award exercisable

Less than 15 percent NIl

Increase in EPS

15 per cent 15
More than »15
15 to 30 per cent but less than <50

More than 30 per cent 50

Notes
' Calculated on a straight-ine basis

Vesting of 2008 awards

The Committee recently reviewed whether the
performance condrtions for awards granted in
2008 were satistied at the end of Decamber
2010 |he table below sets out sarnings per
share and total shareholder retum
performance over the three-year period and
the percentage of the 2008 awards that has
now vested

Element Performance 2008 Awards
EPS Growth 1818% 22 41%
TSR Ranking 1outof 15 50 00%
Total 7241%

On 13 October 2010, the Group announced
details of a nghts 1ssue in participating
countries (see note 36 to the financial
statements)




As a result of the nghts issue, the
Committee recommended and the Board
approved adjustments to all unexercised
share options and sharg awards granted
under the Group's share plans The basis of
the adjustments was the theoretical
ex-rights price methodology, which was
considered the most approprniate to take
into account the impact of the rights 1ssue
The adjustments under certain plans werg
approved by the relevant tax authonties,
where necessary This Is consistent with the
approach taken following the 2008

nghts 1ssue

Under the PSP, the EPS target 1s measured
at the end of a three-year performance
period against a base EPS figure The
Committee has also adjusted the base EPS
figure to take account of the rights 1ssue
using a standard theoretical ex-rights price
methcdelogy The figures given below are
the adjusted EPS figures

Onginal base Revised base

Year of grant EPS figure EPS figure
2008 1730 1667
2000 1749 1685
2010 1798 1732

Restricted shares

The Group currently operates two plans under
which restncted shares can be awarded
Restricted sharas are used to deliver the
deferred portion of annual performance
awards and as an Incentive to motivate and
retain high performing employees In line with
smilar schemes operated by cur competiors,
our existing resincted share awards do not
have any performance conditons

Current deferral

For the 2010 performance year, elements of
total vanable compensation will be deferred
using only the 2006 Restricted Share Scheme
(RSS) These awards are subject to dmvdend
equivalent payments at the date of vesting
Awards will vest in three equal annual
instalmenits

Incentive/retention

Awards made outside the annual
pertormance process as a retention
mechanism are provided under the RSS
Awards will vast In equal Instalments on the
second and third anniversaries of grant

All-employee sharesave schemes

We strongly bedeve (n encouragng employee
share ownership at all levels iInthe
organisation We seek to engage employees

in our performance to align their nterests more
closely with those of our shareholders and
offer them an opportunity for long-term
savings and a share in the financral success
that they help to create

Where it is not possible to offer Sharesave
schemes In some countries In which we

_ s
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operate, due to local secuntes laws or
regulatory issues, we offer an equivalent
cash-based scheme

As at 31 December 2010, 36 per cent of
employees globally participated in our
all-employee Sharesave schemes (2009 37
per cent) There are no performance
conditions attached to options granted under
these schemes

Further details on the long-term incentives
cperated by Standard Chartered are set out n
note 38 to the financial statements

Other share plan-related tems
Shareholding requirements

The Group has for many years had a
shareholding guidelnes framework to align the
nterests of ts executives with its Investors We
remain commuitted to the principles of share
ownership by executives with an expectaton
that such employees buld up a shareholding
over time  Following the publication of the
2010 Financial Services Authonty (FSA)
remuneration coede (the Code) In Decemnber
2010, the Group decided to review its
shareholding policy In ight of the FSA's
requirement for designated employees to hold
deferred shares for specified penods post the
vesting of awards In developing the new
sharehokding requirement palicy, the Group
has also sought to balance a desire from
investors for meaningful shareholding levels
and employee sentment arcund therr

growing exposure to the Group through
aready higher deferrals

The key features of the shareholding
requirement policy are

= A mimimum defined number of vested
ordinary sharas will need to be held by
each Code Staif employee at all times

¢ The shareholding requirement level 1s
Iinked to a relevant percentage of both
historical and current annuai
performance awards (APAs) and
effectively results in a 12-month retention
penod for these vested deferred and
upfront share awards required under the
FSA code

Exacutives wiil be unable to sell vested
upfront shares and deferred shares
granted with effect from 1 January 2011
unless they meet therr prevailing
minimum shareholding requirement

The shareholding requirement will be
set annually, adjusted based on the
level of APA and for anticipated income
tax hability

In 2011 the headkne sharehalding
requirernent will be 20 per cent of the
2010 APA with the percentage fevels
steadly ncreasing through to 2014

when the headline level will be circa

50 per cent of APA (then adjusted for tax)
for most employees
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* Only shares held beneficially count
Shares in a spouse’s name and nominee
account can be included Deferred shares
will no longer count under the current
band-linked shareholding guidelines

Group Management Committee (GMC}
members will be subject to a higher

of test, being the greater of the new
requrement and the old guideline level
(albert with deferred shares no longer
deemed to count) Under the old
guidelines, the Group Chief Executive’s
and Executive Directors’ guideline was
200,000 and 120,000 shares respectively

Performance graph

Tha graph overleaf shows our total
sharehoclder return performance on a
cumulative basis over the last five years
alongside that of the FTSE 100 and the PSP
comparson group The FTSE 100 provides
a broad companson group against which
our sharehoiders may measure ther relative
returns Standard Chartered 1s a constituent
member of the FTSE 100 Index and the
London Stock Exchange 1s the principal
exchange tor our shares

Miscellaneous long-term thcentive-
related matters employee benefit trusts
We have two employee benefit trusts,
administered by an independent trustee,
which hold ordinary shares to meet various
obligations under our ingentive plans The
‘2004 trust’ 15 used in comunction with the
2004 Deferred Bonus Plan while the *1385
trust’ holds shares to satisfy the exercise of
awards under our varncus share plans
Vating 1s at the discretion of the
independent trustee, who does not have
any rights to dividends

The trusts” holdings inclusive of any rights
1Issue subscription are as follows

3 December 31 December
2010

2009
19865 trust 13,429,212 7583615
2004 trust 539,605 498127

Dilstion imits

Our existing share plans contan monitored
imits that govern both the amount of
awards that may be granted and the
amount of shares that may be 1ssued to
satisfy any subsequent exercise of awards
These Iimits are m hne with those stated in
the Asscciation of British Insurers
corporate guidelines Under the terms of
our Iisting on the Stock Exchange of Hong
Kong Limited, there 15 an additional limit
that provides that awards under any plan
cannot be granted (whether to be satisfied
through the 1ssue of new shares or market
purchased shares) that would cause the
total number of shares under option (all
schemes) to exceed 10 per cent of 1ssued
share capital at that time
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Total shareholder return
Percentage change over five-year period

Vesting provisions on a change

of control

The rules of the PSP do not provide for
automatic vesting in the event of a change
In controi However, the rules do provide
that the number of shares subject to the
award be pro-rated, hased on the length

of the shartened pertformance penod 1he
Committee may ‘at its discretion, and acting
farty and reasonably , determine the extent
to which awards vest, having taken into
account Standard Chartered’s performance
since the date of grant

Vesting provisions for leavers

When an employea ceases employment,
unless classified as an eligible leaver, any
unvested share awards will normally lapse
For an eligible leaver

+ Awards under the existing PSP will
normally vest at the orniginal date and
be pro-rated to take into account the
portion of the performance penod as
an employee

» Deferred annual performance awards will
normally continue to vest over the onginal
vesting penod, subject to

» There being no breach of relevant
non-compete and non-solicit
conditions

s The Group's claw-back palicy

» Other awards made under the RSS
will vest immediately on cessation
of employment on a pro-rated basis
according to the period of time from the
date of grant to the date of cessation
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International Financial Reporting
Standards

Details on how share awards have been
expensed under International Financial
Reporting Standard 2 are set out in note
38 to the financial statements

General

The middle market price of an ordinary
share at the close of business on 31
December 2010 was 1,725 50 pence The
share price range over the year was

1,316 50 pence to 1,875 00 pence per share
(based on closing middle market prices)
Full details of the directors’ shares and
options can be found i our register of
directors’ interests

Unless indicated ctherwise, the foraign
exchange rates used In this Directors
remuneration report are based on the
average rates throughout the relevant
financial year The rates are GBP1$1 5439
(2010) and GBP1 $1 5613 (2009)
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Reward arrangements for

executive directors

Each executive director has documentad
pricrities that are presented to the
Committee at the start of the financial year
and assessed at the year-end The
importance of each executive director's
indvidual performance and that of
Standard Chartered as a determinant in
ther compensation is reflected In the
variation of the annual performance awards
made N recent years, see page 118

Target remuneration levels for the executive
directors are set with reference to the
market, iIndividual experience levels and
affordability Target annual performance
awards are not linked tc base salary,
allowing the Committee the flexibilty to
deliver an appropnate balance between
fixed and vanable compensation aiming

to ensure that the greatest weighting 18

on performance-related elements

Market information draws on our
International banking peers and the
FTSE 20 These two groupings have
busmess charactenstics, such as
international scope of cperations,
complexity and size, that are similar
to ours, and represent organisations
with which we compete for talent

Base salaries
The Group's compensation review at the

end of 2010 maintained a prudent approach

to Increases in fixed compensation across
the whole business, targeting a review of
hase salanes for employees in control
functions and senior banking executives
where these were out of ine with market
compensation levels A review of salanes
for executive directors was also carred out
and the Committee agreed to make a
number of iIncvidual aciustments to base
salary The rationale for each increase was
carefully constdered by the Commuttee
which reflected on each directors’
performance, market positoning and the
impact of each increase on total
compensation Peter Sands’ increase
recegnises that his fixed compensation
remains behind his peers and the
Committee has continued 1ts approach of
phasing i market adjustments over time
The Committee recommended Increasing
Richard Meddings base compensation,
recaognising that his porttolio has grown
significantly in the last 18 months In
addition to hus responsibilities on strategy
and corporate development, risk has been
added to his portfolio in 2010 Both Steve
Bertamuni and Jaspal Bindra work in Asia
where the market movement has been

_ .
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more pronounced than in much of Europe
Steve also had not had any adjustment for
three years, hence the increase Is greater
for him relative to others In relation to Mike
Rees, the increase 1s part of the on-going
phased rebalancing of his total
compensation (following his appointment te
the Beoard), with a greater propartion being
delivered In fixed compensation rather than
variable

The annual base satary levels of executive directors from 1 January 2010 were as follows

Percentage Increase

Name 1 January 2010 1 January 2011 at 1 Apnl 2011
P A Sands $1,561 300 $1,543 900 75%

(£1 000,000) (€1 000,000}

S P Bertamin’ $900 000 $200,000
- - 1%

J S Bindra? £780 850 $771,950
{£500 000) {£500 000) 5%

R H Meddings $1170 975 $1157925
{£750,000) (£750 000) 6 6%

AMG Rees $936,780 $926,340
{£600,000) {£600,000) 22 5%

G R Bullock? $780 6850 8771950
(£500,000) (£500,000) n/a

Noles

' Steve Bertamin has a US doltar-denominated base saijary, whereas other executive directors
have sterling-denominated base salaries

2 Jaspal Bindra was appointed tc the Board on 1 January 2010

3 Gareth Butlock stepped down from the Board on 1 May 2010 and his employment with the
Group will cease on 30 April 2011
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2010 Total vanable compensation (TVG) awards and 2011 target awards
At its meeting In February 2011, the Commities agreed the fellowing TVC outcomes for executive directors in respect of the 2010

perfarmance and financial year

Annual Performance

Award ($'000} Performance 2010 2011 Target

2010 Target Award Upfront Shares (EV)* TVC award Award’

{$'000) Cash Shares! Deferred  Sub-total ($'000) {$'000) ($'000)

P A Sands $2,000 700 700 2,100 3500 2,621 8,121 2,000

S P Bertamun $1,125 340 340 1020 1,700 1,405 3105 1125

J § Bindra $1,125 340 340 1,020 1,7C0 1,253 2,953 1125

R H Meddings $1,500 480 480 1,440 2,400 1785 4185 1500

AMG Rees $10000 2200 2,200 6600 11000 2089 13,089 10 000

G R Bullock 3375 281 - 94 375 - 375 il
Noles

t Upfront shares are the portion of the annual performance award that is defivered m shares for the 2010 performance year These shares are subject to the
Group s shareholding reguirements detaled on page 115
2 Awards of performance shares were approved by the Committee in February 2011 but will be granted under the new share plan in May 2041 subject to

shareholder approval of the new share plan

3 Directors have a US dollar-denominated target set based on overall financial performance goals market benchrnarks and internal affordability The masamum
annual performance award opportunty for all directors in 2011 will be 250 per cent of therr target

The TVC awards were made to recognise
ancther year of record ncome and profits,
and strong performance relative to peers At
an mdmdual tevel, awards were made to
reflect relevant business and/or
geographical performance against both
budget and prior year perfermance as well
as broader leadership of the Group's
collective agenda This performance
assessment Is reflected in both the APAas a
multiple of target and in the absolute level of
performance shares, which together
comprise TVC The Committee believes that
the indmdual and aggregate TVC outcomes
strike the right balance in aligning reward
with the Group's overall profit perfermance,
income growth and nsk management

Retirement benefits

Retirement benefits are provided through a
combination of approved and/or
unapproved defined benefit and cash
structures depending upon when an
executive director joined Standard
Chartered and their geographical location
Executive drectors are given the
opportunity to warve a propartion of the
cash element of any potential annual
performance award and a portion of their
annual base salary to enhance thew
unfunded unapproved retirement benetits
Any amounts waived in respect ot this year
are shown on page 121, our actuary has
calculated the addiional pension benefits
usng assumptions adopted for internattonal
Accounting Standard 19 reporting

The defined benefit plans comprise a
combination of the Stanclard Chartered
Pension Fund, an approved non-
contributory scheme, and an unapproved
retirement benefit scheme The unapproved
scheme Is unfunded hut the benefits are
currently secured by a charge, in the name
of an independent trustes, over specific
assets The unapproved unfunded
retirement benefit scheme provides the
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part of the executive s beneht that

exceads the UK Government's lifetime
allowance In ather respects the terms of
the unapproved scheme are designed to
rmirror the provisions of the Standard
Chartered Pensicn Fund Upon the death in
service of an execuiive director, pension
banefits are available to a spouse and
dependent children in a lump sum

Base salary 1s the only element of
remuneration that 1s pensionable

Executive directors’ contracts of
employment

Executive directors recaive and are required
to give 12 months’ notice The dates of the
executive directors contracts of
employment are as follows

P A Sands 31 December 2003
S P Bertamini 22 April 2008

J 8 Bindra 1 March 2008

R H Meddings 12 December 2003
AM G Rees 7 January 2010

The contracts contain payment in lieu of nctice
(PILON) provisions that can be exercised at
our chscretion The PLON comprises an
amount equal to 12 months base salary,
pension contnbutions/enttlement and certain
benefits and allowances (such as Iife
assurance and car allowance) Annual
performance awards payable as part of a
PILON are determined by the Commuttee, after
taking nto consideration the performance of
hoth the indmdual and Standard Chartered
Payments uncler PILON are made in quarterty
instalments and are subject te mibgation

Special provisions apply in the event that
Standard Chartered terminates an executive
director's contract in the 12 months following a
change of control without gnving notice Unless
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the executve director has been summanty
dismissed or s serving out their notice, an
amount equal to 12 months’ base salary,
annuat performance award, pension
contnbutions/entidement and certan benefits
and allowances will be paid in {our equal
instalments The annual performance award
pavatie n respect of the 12 months following
the date of termination I1s equivalent to the
executive director’s target performance award
The annual performance award payable in
respect of the performance penod prior to
termination 1s decided by the Commuittee,
takaing into account both the performance of
the Indimdual and Standard Chartered A pro
rata target performance award 1s payable f
this penod 1s less than six months

Details of non-executive directorships
held by the executive directors

Certan executive directors serve as
non-executive directors of other companies
Details of these directorships are contained
on pages 84 to B8 The executive directors
are permitied to hold a maximum of one
non-executive directorship with a listed
company on the hasis that there 1s no
conflict of interest (or time commitmeant)
Detaits of non-executive fees of the
executive directors are shown opposite




Current
Name Organisation annual fees
P A Sands The Institute of
International No fees
Finance inc payable
Global Business
Coaltion on HIV/
AIDS Tuberculosis No fees
and Malana payable
The Hong Kong No fees
Association payable
British Bankers No fees
Association payable
No fees
Roundhouse Trust payable
R H Meddings 31Group Plc  $62,908
International
Chamber of Neo fees
Commerce payable
J & Bindra \ital Voices Global No fees
Partnership payable
Notes

' Indicates fees are retained by the executive
duector

Executive director changes

With effect from 1 January 2010, Jaspal
Bindra was appointed as a group executive
director Jaspal has an annual base salary
of GBP500,000 effective from 1 January
2010, and his contract of employment,
dated 1 March 2008 has similar provisions
to those outlined above In relaticn to other
axecutive directors

In addition, Gareth Bullock stepped down
from the Board with effect from 1 May
2010 Gareth will remain an employee until
30 Apnl 2011 In order to provide an arderly
transition to his successor and to continue
to provide input on strategic developments
During the pencd betwsen stepping down
from his Beard rele and the termination of
his employment, he wili be paid In
accordance with his contract of
employment, ncluding the receipt of base
salary, car benefit, ife and medical cover
and be entitled to a pension benefit

In addition, please refer to page 127 for
detalls of the changes to non-executive
directors

Reward arrangements for the Chairman
and non-executive directors

Fees for non-executive directors are
determined by the Chawyman and executive
drrectors They are non-pensionable

Ihe fees are reviewed at least every two
years and, In Ine with executive directors’
reruneration, reflect the international
nature of the roles performed by the
non-gxecutive directors and also the
changes to the committees’ structures
with effect from March 2010

_ - s

Corporate governance

Direclors remunetalion report

Basic annua! fees and committee fees

are designed to be competitive against

our international comparnison group The
nan-execuinve directors’ fees were revised
n relation to committee fees from March
2010 The fees of the non-executive direciors
are commensurate with the experience and
the iIncreased tme commitment that they
bring to the Board The current fees are set
out In the following table

Pre March Current
Element 2010 (GBP) (GEP)
Base fee 100000 100000
Audit Commuttee’
Charr 65,000 85,000
Committee Member 30000 30,000
Remuneration
Committee
Char 40,000 50000
Committee Member 20,000 25 000
Nomnation
Commitiee
Charr N/A N/A
Commitiee Member 10,000 15000
Governance
Committes
Char N/A No fees
Committee Member N/A No fees
Board Risk
Committee’
Charr N/A 85,000
Committee Member N/A 30,000
Brand and Values
Committee?
Charr N/A 50,000
Comrttee Member 7500 25000
Senior Independent
Director 30,000 30000
Notes

' Pnor to 1 March 2010 these committees
ware the Audit and Risk Commitiee
separating in March 2010

2 Pror to 1 March 2010 this committee was the
Sustainability and Responsibility Committee

From 2011 UK-based non-executive directors
are able to take up to 100 per cent of ther
monthly post-tax base fees to acquire

shares in Standard Chartered (previously

the maximuem was 50 per cent) Non-
executive directors have no service contract
and do not participate in any performance-
refated remuneration arrangements

Chairman

Contract

John Peace’s contract of employment,
dated 2 July 2009 {and updated on 1 March
2011, 1s subject to 12 months' roling notice
The terms of his contract governing PILON
provisions and payments on termination are
similar to those previously outlined in relation
to executive directors
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Remuneration

John's compensation as Charman
comprises two key parts He receives an
annual base fee, part delivered in cash
$1,003,535 (GBP650,000) and part
delivered In restncted shares (20,764 shares
in 2010) This structure akgns his interests
with those of shareholders and
demonstrates the Charrman’s commitment
and confidence in our future Restricted
share awards for 2011 and 2012 will be
granted In two Instalments each year
(March and September) with the share price
based on the higher of the average share
price over the five dealing days up to the
grant date and the closing price on the
dealng day before grant {in ine with the
Group's normal approach) This i1s John's
pomary employment where his duties take
prionty over any existing snterest or any new
outside interest

The structure and guantum of the
Charrman’s compensation arrangements
was benchmarked aganst comparable
banking roles in both the UK and
international marketplace The
arrangements ensure that John i1s
appropriately compensated for his
contribution and reflects the Increased
demands placed on the Charrman'’s role
over the course of the year This 1s expected
to continue In the foreseeable future

John s alse entitled to a car and dver,
which he does not currently utihse, and 15
provided with private healthcare He s not
eligible to receve discretionary
performance share awards or to participate
in ether our annual performance award or
retirement plans

The remuneration arrangements will be
reviewed again dunng the course of 2012
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Audited information
Remuneration of Group Chairman

2010 2009
Shares Shares
Cash fee hased fee Benefits Total Cash fee based tee Benefits Tolal
Chairman £'000 $'000 $000 $000 5000 $000 3000 $ 000
JW Peace' ® 1,004 613 2 1,619 988 781 2 1771
Hotes

' Following his appointment as Charrman, John Peace now receves part of his annual fee in restricted shares Accordingly he was granted an award
over 20 764 shares in the Company on 21 September 2010
2 John Peace 1s a member of the Brand and Values, Governance, Nomination and Remuneration Committees

Remuneration of non-executive directors

2010 2009

Fees Benefits Total Foes Benelits Tolal
Non-Executive Directors €000 $'000 $£000 $ 000 $ 000 %000
R Delbndge' 28 239 - 239 - - -
JFTDundas'23¢% 340 - 2340 204 - 204
V F Goeding* ® 226 - 226 173 - 173
S J Lowth? 103 - 103 - - -
R H P Markham' 2387 362 - 362 292 - 292
R Markland' 27 336 - 336 255 - 255
J G H Paynter! 4 233 - 233 177 - 177
Dr Han Seung-sog® ¢ 187 8o 267 - - -
P D Skinner23 45 314 - 314 181 - 161
Q H J Stocken? 195 - 195 173 - 173
Total 2,535 80 2,615 1,435 - 1,435
HNotes

' Member of the Audit Commitiee

2 pMember of the Board Risk Committee

3 Member of the Nomination Committee

* Member of the Remuneration Committee
Member of the Brand and Values Committee
Member of the Governance Committea
Senicr Independent Director

Appointed 1 January 2010

Appomnted 1 May 2010

@ @ - @ o>

18 This amount relates to benefits receved by Dr Han in relation te his nen-exective duties and tax due on these benefits, which the Group has agreed

to pay on Dr Han s behalf

financial year as shown on page 116

5]

executive directors who have parl year fees for the committees that they serve on

52 Al committee fees were reviewed and in some cases revised with effect from 1 March 2010 to reflect the increased workload and expanded remtt of

the committees
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As the Audit and Risk Commitiee split to become the Board Risk Committee and the Audit Committee in March 2010 there are a number of non-




Remuneration of executive directors

Corporate governance

Dweciois remunaration report

2010
Fixed ($'000) Tota! Variable Compensation ($'000)
Annual Perfermance Award

Salary/ Cash Share Deferred Sub
Dsrectors fees Benefits' bonus? allocation?® shares? Total PSP Total
P A Sands 1,544 115 700 700 2,100 3 500 2621 7780
S P Bertarming® 1,215 712 340 340 1020 1700 1405 5,032
J 8 Bindra® 772 799 340 340 1020 1700 1,253 4,524
R H Meddings 1158 78 480 480 1440 2400 1785 5,421
AM G Rees 926 78 2,200 2,200 6,600 11,000 2089 14,003
G R Bullock 772 68 281 - 94 375 - 1,215
Sub total 6,387 1850 4 341 4,060 12,274 20,675 9153 38,065

2009
Fixed ($ 000) Total Vanable Compensation ($ 000)
Annual Perfermance Award

Salary/ Cash Deferrac Voluntar Sub
Cirectors fees Benetits! bonus? shares®  deferted share Total PSP Total
P A Sands 1,444 7 - 2240 960 3,200 2179 6920
S P Bertamini® 1113 772 - 980 420 1,400 1173 4,458
J S Bindra® 656 184 420 980 - 1400 1007 3,247
R H Meddings 1054 69 - 1540 660 2,200 1,341 4,664
AMGRees 625 37 - 7,700 3,300 11000 1608 13,271
G R Bullock 781 65 420 a80 - 1,400 - 2,246
Total 5873 1224 840 14,420 5340 20600 7,309 34 808

Notes

1

The henefits column includes amounts relating to car allowances and medical and Ife assurance benefits Steve Bertamini and Jaspal Bindra carry cut
duties overseas and their remuneration was adjusted to take local hving costs inte account This adjustment was to put them in a position, after taxation
differentials where they would be no worse off as a result of carrying out duties overseas The benefits column tor both Steve and Jaspal also includes
addmenal benefits, such as allowances for working overseas the provision of accommedation or education of chilidren

The cash element of the annual performance award I1s shown net of any amounts waived to provide additional pension benefits See page 124 for
further details

The amounts shown (0 the deferred shares column include the proportion of the annual performance award deferred into restncted shares and/or the
defaerred bonus plan for each executive director In addition to the deferred shares that have been awarded as part of the directors annual performance
awards 1 ine with the FSA remuneration ¢ode requirements a portion of the annual performance award (APA) has been delivered in upfront shares
This portion equates to 20 per cent of the total APA The amount shown is the gross amount and the net amount (post any withholding taxation
requirements) has been transferred to a trust and used to acquire shares that are henefically allocated to the employee

The expected value of any performance share awards that it 1s proposed to be granted in May 2011 in respect of the 2010 financial year The values are
based on an inial value adjusted for factors such as performance condtions forferture nsk and lack of dividends

Steve Berlamini received cash allowances of $315 000 (2009 $315 000} in liew of his participation in any pension plan and this 1s reflected in the table
above as part of salary/fees Details of the retirement benefits for other executive directors are detalled on page 124

Jaspal Bindra was appointed to the Board on 1 January 2010 His 2009 compensation has been provided for companson purposes He recenved a total
2010 discretionary annual bonus award of $1 400000, of which he has chosen to wave $nil (2009 $855,746) nto his pension arrangement n addition,
Jaspal has also waved $602 121 of his 2010 base salary (2009 $nil) into his pension arrangement details of which are included on page 124

Any base salarytiee or benefit tem in the table above has been converted using the average foresgn exchanges rates throughout the relevant financial
year as shown on page 116
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Diteclons remutv ation report

2004 Deferred Bonus Plan

Shares awarded in

Shares held

Shares held in trust Shares awarded respect of notional Shares vested Rights issue in trust at 31
Diractors at 1 January 2010 duning the perod’ dividend? during penod adjustment’ December 2010
P A Sands 70,532 63,675 656 71188 2418 66,093
S P Bertarmini 170,081 27,858 1583 171,664 1038 28,916
J S Bindra - 12187 - - 462 12,649
R H Meddings 35923 43777 334 36,257 1662 45,439
AMG Rees 47,814 218,885 445 48,259 8,313 227,198
G R Bullock 28,283 12,187 263 28 546 462 12,649
Notos

! Market value on date of awards {8 March 2(H0) was 1,718 88 pence

2 Under the 2004 Deferred Bonus Plan, shares were conditionally awarded as part of the executive director s deferred element of therr annual
performance award The shares are held in an employee benefit trust and autornatically vest one year after the date of acquisition No exercise 1s
necessary A notional scnp dividend accrues on the shares held in the trust The dividend 1s normally delivered in the form of shares and 15 released

on vesting

3 Adjustments made to all unexercised share awards granted under the Group s share plan as part of the rights ssue

Subsequent pages contain nformation on share options and share awards

Long-term incentives
Share options

As at Exercise As at 31

1 Jarwary price Rights lssue December Period ol
Dtrector Schema CGuant Date 2010 (pence)! Exercised Lapsed adfustment® 2010 axercIse
P A Sands Sharesave 26-Sep-07 1,543 1,048 22 - - 58 1,601 2012 -2013
S P Bertanuni Sharesave 09-Oct-09 1,356 1104 00 - - 51 1,407 2014 - 2015
J S Bindra Sharesave 09-Oct-09 1358 1,104 00 - - 51 1,407 2015 -2015
R H Meddings Sharesave 04-Cct-10 532 1,463 00 - - 22 614 20132014
A MG Rees 2000 ESCS 09-Mar-05 61,768 84994 617682 - - - -
G R Builock Sharesave 29-Sep-08 943 1,01712 - 9433 - - -
Motos

' The exercise price has been adjusted to take account of the nghts 1ssue
¢ Market value on date of exercise (@ March 20H0) was 1 718 88 pence

3 Withdrawn from scheme on 1 March 2010 and options have lapsed

i Adjustments made to all unexercised share awards granted under the Group s share plans as part of the nghts 1ssue
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Corporate governance

Duectois remuneration report

Share Awards
As al 1 Jamary Rights (ssue As at Penord of
Director Schema  Grant date 2010 Exercised Lapsod adjustment' December 20107 eXeICISa
JW Peace RSS 28-Sep-09 41528 - - 1,577 43,105 2011 -20186
RSS 21-Sep-10 20764 - - 788 21,852  2012-2017
P A Sands PSP 12-Mar-07 162 389 125 8189 365717 - - -
PSP 11-Mar-08 184,774 - - 7017 191,791 2011 - 20188
PSP 11-Mar-09 356,481 - - 13,5639 370,020 2012-20189
PSP 11-Mar-10¢ 186,781 - - 7,094 193,875 2013-2020
Deferrad RSS  11-Mar-09 84 231 - - 3,199 87,430 2011 -2016
Deferred RSS  11-Mar-10 59,443 - - 2257 61,700 2012- 2019
S P Bertamini PSP 186-Sep-08 59 337 - - 2253 61,590 2019 - 20188
PSP 11-Mar-09 159,033 - - 6040 165,073 2012-2019
PSP 11-Mar-10 100,574 - - 3819 104,393 2013-2020
Deferred RSS  11-Mar-09 28,437 - - 1,080 29,517 2011 - 2018
Deferred RSS  11-Mar-10 26,008 - - 987 26,993 2012 - 2017
JS Bindra PSP 12-Mar-07 55113 42,7016 124127 - - -
PSP  11-Mar-08 72589 - - 2756 75,345 2011 -2018°
PSP 11-Mar-09 127 314 - - 4,835 132,149 2012 - 2019
PSP 11-Mar-10* 86,208 - - 3,274 89,480 2013 -2020
Deferred RSS  11-Mar-09 30621 - - 1,162 31,783 2011 -2016
Deferred RSS  11-Mar-10* 26,006 - - o87 26,993 2012 -2017
R H Meddings PSP 12-Mar-07 100,385 777780 22,6077 - - -
PSP 11-Mar-08 125646 - - 4772 130,418 2011 - 20188
PSP 11-Mar-09 220,370 - - 8389 228,739  2012- 2019
PSP  11-Mar-10* 114,942 - - 4 365 118,307 2013 - 2020
Deferred RSS  11-Mar-02 £3,614 - - 2,032 55,546 2011 - 2016
Deferred RSS  11-Mar-10? 40,867 - - 1562 42,419 2012 - 2017
A MG Rees PSP 12-Mar-07 55113 427018 12,4427 - - -
PSP 11-Mar-Q8 55,432 - - 2105 57,537 2011 - 2018#®
PSP 11-Mar-02 123,458 - - 4,688 128,144 2012- 2019
PSP 11-Mar-10¢ 137,931 - - 5238 143,169 2013 -2020
R3S 12-Mar-07 27,557 27,5575 - - - -
SRSS  14-Mar-0B 126,701 63 350° - 2,408 65,757 2011 - 2015
Deferred RSS  11-Mar-09 86 419 - - 3,282 89,701 2011 - 2018
Deferred SRSS  11-Mar-09 288 939 - - 10,974 299,913 2010-2016
Deferred RSS  11-Mar-10¢ 68,965 - - 2,619 71,584 2012 -2017
G R Bullock PSP 12-Mar-07 93,102 721358 20,9877 - - -
PSP 11-Mar-08 108 665 - - 4127 112,792 2011 - 2018°
PSP 11-Mar-02 148,804 - - 5,568 152,172 2012 ~ 2019°
Deferred RSS  11-Mar-09 31282 - - i,188 32,480 2011 -2016'%
Deferred RSS  $1-Mar-10 26 006 - - 987 26,993 2012 - 2017

Noles

' Adjustments made to ali unexercised share awards granted under the Group s share plans as part of the nghts 1ssue

< Qr date of resignation from the Board f earlier

3 Details of performance conditions for PSP awards are descnbed on page 114

4 Market value on date of award {11 March 2010} was 1,740 pence

5 Market value on date of exercise (12 March 2010) was 1 737 43 pence

8 Market value on date of exercise (15 March 2010) was 1 735 93 pence

7 The performance conditions were partially met for those PSP awards granted in March 2007 Therefore the number of shares lapsed indicates the
portion of the award which did not satisfy the performance conditions

¢ The performance conditions attached to these awards have been partizlly met and the awards can be exercised, in part from 11 March 2011

9 The award will be exercisable from 11 March 2012 subject to satisfaction of (1) any performance condittons and (i} relevant non-compete and non-
solicit condit:ons and will remain exercisable untl 31 December 2012 at which point it will lapse The number of shares under the award will be
reduced to reflect the penod of employment in the performance penaod

© The deferred RSS awards granted in March 2009 and March 2010 wiil be exercisable n part from March 2011 and March 2012 respectively subject
1o the satisfaction of {i) relevant non-compete and non-solicit conditions (i) claw-back provisions The awards will remain exercisable untl March
2016 and 2017 respectively, at which pont the awards wilt lapse
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Duectors remunetation report

Directors’ interests in ordinary shares

At 1 January 2010 Rights issue At 31 December 2010
Directors total interests Personal interests Farmly interests subscription? total interosts
J W Peace 6,648 6,705 - 838 7,543
P A Sands 321,532 175,001 - 24,999 200,000
S P Bertamni 41,133 42,192 - 5,273 47,465
J S Bindra’” 130,279 52,406 - 6,650 58,956
R Delbndge’ - 4,492 - 469 4,961
J F T Dundas 2,792 2,792 - 349 3.4
V F Gooding 2,804 2,804 - 350 3,154
Dr Han Seung-soo” - 2,000 - 250 2,250
S J Lowth® - 3,066 - 326 3,392
R H P Markham 3,462 3,551 - 443 3,994
R Markland 3135 3,215 - 401 3,616
R H Meddings 183,611 52,951 52,951 15,128 121,030
J G H Paynter 5,000 5,000 - 625 5,625
AMG Rees 160,297 120,297 - 15,037 135,334
P D Skinner 8,565 12,051 - 1,395 13,446
O H J Stocken 15 820 15,925 - 1,990 17,915
G R Bullock? 120000 80,000 - - 80,000°

MNotes

' Or at date of appointment o the Board If later

2 The number of additional shares subscnbed by the indmdual under the rnights issue offer

3 As at the date of resignation from the Board

4 The beneficial interests of direciors and their familles in the ordinary shares of the Company are set out above The directors do not have any
non-beneficial interests in the Company s shares

5 No director had an interest in the Company's preference shares or loan stock, nor the shares or loan stocks of any subsidiary or associated
undertakung of the Group

4 Mo director had any corporate interests in the Company s ordinary shares

7 Jaspal Bindra Richard Delbridge and Dr Han Seung-soo were appointed to the Beard on 1 January 2010

8 Simon Lowth was appeinted to the Board on 1 May 2010

2 Gareth Bullock stepped down from the Board on 1 May 2010 It 1s anticipated he will remain an employee of the Group until 30 Apri 2014

Retirement benefits of executive directors

Increase In accrued pension

Transter value of accrued {net ot inflabion and waiver)
Accrued ponsion $ 0002 pension S 000% cuing 2010 S 000°
Increase
At Incicase N Al aduting the A 2010
1 Jlanuary cdurng the 31 December 1 January yoat net of 31 December walver Annual Transter

Directors 201 yaar 2010 2010 watver 2010 $oo0t pension valuo®
P A Sands 350 78 418 5,809 800 6223 - 63 942
J 8 Bindra® 67 76 142 1169 438 2156 596 35 831
R H Meddings 347 71 408 8,127 662 6,593 - 85 823
AMG Rees 230 135 369 3,999 2248 6,138 - 425 2204
G R Bulieck 332 39 373 6,698 - 6,709 170 10 184
Nales

' Steve Bertamini received cash supplements and does not participate like the other executive directors, in the defined benefit plans set out above
The cash supplement amounts are shown in the executive drrectors remuneration table on page 121

¢ The accrued pension amounts include benefits ansing trom transter payments received In respect of service with previous employers

2 The iranster values in respect of benefits under the unapproved unfunded retirement benefits scheme have been calculated using our pension
accounting methodology and assumptions

4 Executive directors are given the opportunity to wave a proportion of any potential annual performance award payabile in cash and/or salary to
enhance therr unfunded unapproved retirerment benefits The amounts waved 1 respect of 2010 are shown in the table

5 The increase in the accrued pension (net of inflation and waiver) during the year 1s the difference between the accrued pension at the end of 2009
increased by an allowance for inflation of 4 7 per cent (2009 0 3 per cent) and the accrued pension at the end of 2010 excluding any warver

s Jaspal Bindra waved $0 of his annual performance award {2009 $434 788) and $596,562 of his 2010 base salary {2009 $0) into his
pension arrangements

7 The ameunts included in the table above as at 1 January and 31 December 2010 are calculated using the exchange rates at the end of 2010
{£1 31 5605) and 2008 (€1 $1 6142) respectively The other entnas are calculated using the exchange rates shown on page 116

4 The ages of the executive directors are shown on pages 84 to 86

¥ In addition to the amounts identified in the table above Standard Chartered paid $441,989 (2009 $449 612) in retirement benefits to former directors
and their dependants

124  Stancdard Charlered Annnad Beport 2010 www slanclardoh aterad 1 am




_ e

Corporate governance

Dueclors 1emuneration report

Deferred compensation

In recogrition of the substantal elements of deferred compensation and share awards forferted when he left his previous employer,
Steve Bertamini participates i a deferred compensation arrangement under which a total of 56,500,000 was initally allocated into

an interest beanng account with the option for all or part of the value to be nvested in alternative assets at his discretion The original
allocation {together with the accrued nterest and investrnent returns) vests in three tranches unless he resigns or 1S termated for
cause $3,000,000 after the second, $2,000,000 after the fourth and $1,500,000 after the sixth anniversary of joining No further awards
are planned

The first vesting date was reached during the year and $3,583,077 (before tax) was pard to Steve Bertarmin The table below shows the
value of the residual assets held in the arrangement

Value as at
Grant date Allocation 3 December 2010 Vesting period
S P Bertamim 19 May 2008 $3,500000 $4,599,122 2012-2014

Remuneration of the five highest paid individuals

As a result of the Gompany’s listing on The Stock Exchange of Hong Kong Limited, it 1s necessary to disclose certain informatien
relating to our five highest paid employees Set out below are details for five indmduals, {which includes one executive director?)
whose emoluments were the highest in the year ended 31 December 2010

Components of remuneration $
Basic salary, allowances and benefits in kind 2,878,297
Pension contributions 2,203 752
Annual performance award paid or receivable' 45 800,938
Payments made on appointment 4,886,565
Compensation for loss of office

- contraciual -
- other -
Total® 55 859,552

1 Excluding any perforrmance awards or commssions inked to profits generated by the indradual collectively or with others engaged in similar activities
Inclucles the daferred element of any annual performance award and the expected value of any performance shares

2 pqual to HKD433,984 033

3 Executive director included in data is Mike Rees

The emcluments were In the following bands

Number of
HKD (approx $ equivalent) employees
HKD64,500,001 - HKDBS 000 000 1
HKD62 500,001 - HKD70,000,000 1
HKD80 000,001 - HKD80,500,000 1
HKD92,500,001 - HKDI3 000 000 1
HKD126 500 001 - HKD127 000,000 1

By arder of the Board

Annemane Durbin
Group Company Seaetary
2 March 2011
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Report of the directors

The directors have pleasure in
submitting their report and the financial
statements of the Company and its
subsidiares for the year ended 31
December 2010

Business review

Wa are required to present a far review of
ouwr business during the hnancial year
ended 31 December 2010, our position at
year-end and a description of the principal
risks and uncertainties that we face

This review enables shareholders to assess
how the directors have performed ther duty
under the Compantes Act 20086, to promote
the success of the Company

The information that {ulfils the requirements
of the Business Review can be found n the
Chawrman s statement on pages 4 and 5,
the Group Chief Executive's review on
pages 6 to 11, the Risk review on pages 48
to 77 and the Key performance indicators
on pages 14 and 15, all of which are
incorporated into this report by reference

Principal activities

The Company is the holding company for
the Group The Group operates globally
and s principally engaged m the business
of retall and commercia! banking and the
provision of other financial services

Areas of operation

Qur Group comprises a network of 1,700
othces in /1 markets Further details on the
branches can be found on our website
www standardchartered com

Results and dividends

We recommend a final dividend of 48 65
cents (2009 43 16! cents) on 2 March 2010
for the year ended 31 December 2010 This,
together with the interm dividend already
paid, makes a total dividend for 2010 of

89 15 cents (2002 63 61" cents) The impact
of the nghts 1ssue In 2010 has been
explained n note 13 to the financial
statements The final dividend, If approved at

' Restated as explained In note 47 1o the inanaial st itenents
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the 2011 Annual General Meeting (AGM), will
be pad in ether sterling, Hong Kong dallars
or US dollars on 11 May 2011 to sharehdlders
on the UK register of members at the close of
business i the UK {10 00pm London tims)
on 11 March 2011, and to shareholders on
the Hong Keng branch register of members
at the opening of busingss in Hong Kong

{8 0ODam Hong Kong time) on 11 March 2011
The final dwvidend will ba paid in indian
Rupees on 11 May 2011 to Indian Depository
Recept holders on the Indian register at the
close of business in India on 11 March 2011

In accordance with the Deposit Agreement

It 1s Intended that shareholders on the UK
register and Hong Keng branch register will
be able 1o elect to receive shares credited as
fully pard instead of alt or part of the final cash
dwdend Detatls of the dvidend
arrangements will be sent to shareholders on
or arcund 25 March 2011 Inchan Depository
Recaipt holders will receve ther dividend in
Inchan rupees only

Share capital

The ssued ordinary share capital of the
Company was increased hy 322,856,045
ordinary shares dunng the year 24,000,000
ordinary shares were 1ssued In connection
with the listing of Inchan Depostory Receipts
n India, and 260,525,763 orcinary shares
were 1ssued under the Company’s nghts
1ssue anncunced on 13 October 2010
10,650,826 ordinary shares were 1ssued
under the Company's employee share plans
at prices between nit and 1,146 pence
27,879,456 ordinary shares were 1ssued
under the Company’s share dividend
scheme Further detals can beé found in note
36 to the financial statements

The Company has one class of ordinary
shares which carres no nghts to fixed
incorme On a show of hands, each member
present has the right to one vote at our
general meetings ©On a poll, each member 1s
entitled to one vote for every $2 nominal
value of share capital held

www standardchar lered com

The 1ssued nominal value of the ordinary
shares represent 79 4 per cent of the toial
issued nominal value of all share capital
There are no specific restnctions on the size
of a holding nor on the transfer of shares,
which are both governed by the general
provisions of the articles of assocation and
prevaling iegislation The directors are not
aware of any agreements between holders
of the Company’s shares that may result n
restrictions on the transfer of secunties or
on voting hghts No person has any special
rnights of control over the Company's share
capital and all issued shares are fully paid

Authority to purchase own shares

At the AGM held in May 2010, our
shareholders renewed the Company’s
authonty to make market purchases of up
to 202,747,588 ordinary shares, equivalent
to approximately 10 per cent of Issued
ordinary shares as at 19 March 2010, and
up to all of the 1ssued preference share
capital These authornties were not used
during the year and remained in force at

31 December 2010 In accordance with the
terms of a wawer granted by the Hong
Kong Stock Exchange on 16 April 2008, the
Company will comply with the applicable
law and regulation in the UK in relation to
holding of any shares in treasury and with
the condiions of the waiver, i connection
with any shares it may hold in treasury
Shareholders will be asked to renew these
authonties at the forthcoming AGM, and will
receive detalls within the Notice of AGM No
treasury shares werg held during the year

Relevant audit information

As far as the directors are aware, there 1s
no relevant audit mformation of which the
Group statutory auditor (KPMG Audit Plc)
1s unaware The directors have taken all
reascnable steps 1o ascertain any relevant
audit information and ensure that the
Group statutory auditor 1s aware of

such information




Going concern

Having made appropriate enguiries, we
consider that the Company and the Group
as a whole have adequate resources to
continue as operaticnal businesses tor the
foreseeable future and therefore continued
to adopt the going-concern basis in
prepanng the financial statements

Sufficiency of public float

As at the date of this report, the Company
has maintained the prescribed public float
under the Hong Kong Listing Rules based
on the Information publicly available to the
Company and within the knowledge of
the directors

Fixed assets

Details of additions e fixed assets
are presented in note 26 to the
financial statements

Major interests in shares and voting
rights

As far as the directers are aware as at

2 March 2011, Temasek Holdings (Private)
Limited (Temasek) 1s the only shareholder
that had an interest of more than 10 per
cent in the Company’s issued ordinary
share capital carrying a nght to vote at
any general meeting

The Company has been notified by the
following companies of therr interests in the
total votng nghts of the Company

Corporate governance

Reaport of the directors

Loan capital

Detalls of the loan capital of the Company
and #s subsidiaries are set out in note 33 to
the financial statements

Board members

The present members of the Board,
together with therr biographical details,
are shown on pages 84 to 86

Jaspal Bindra joined the Board as an
executive director on 1 January 2010

Dr Han Seung-soo, KBE, and Richard
Delbridge joined the Board as
non-axecutive directors on 1 January 2010
and Simon Lowth joined the Beard as

a non-executive director with effect from

1 May 2010

Gareth Bullock stepped down from the
Board on 1 May 2010

Re-election of directors

At our AGM to be held on Thursday 5 May
2011, all of cur directors will stand for
re-electon We do not believe that standing
for annual re-election will have any adverse
impact for our directors in terms of ther
focus on the leng-term interests of
shareholders

Number of Percentage Percentage
ordinary of voting of voting

Shareholder shares rights direct nights indirect
Temasek Holdings {Private) Limited* 430 345,996 18328
BlackRock, Inc 158 547,553 6752
Aberdesn Asset Management PLC’s
Fund Management Operating
Subsidianes 126 686,193 53485
Legal & General Greup Ple (LAG) 87,956,658 3746

Temasek Holdings {Private) Limited s niterast s hield incirecily through Dover Invesiments Pte Lidk and Cavanagh

Irvestinenis Pla Lt

www siandal dchatteied comn

Directors’ induction and ongoing
development

To ensure that directors have the requisite
knowledge and understanding to enable
them to challenge effectively, we provide
them a personalised approach to induction,
training and development Further details
can be found in the Corporate governance
repert on pages 90 and 91

Rudy Markham s the Senior Independent
Director Sharehclders may discuss any
1Issues or concerns with the Senior
Independent Director where they have been
unabile to resolve them through existing
channels for investor communications

Directors’ interests

The directars’ beneficial interests n the
ordinary shares of the Company as at
31 December 2010 are shown N the
Birectors’ remuneration report on
pages 106 to 125

Confirmation of independence

The Company has receved from each of
the independent non-executive directors an
annual confirmation of indepencdence
pursuant to Rule 113 of the Hong Kang
Listing Rules

Compensation for loss of office

Details concerning the provisions for
providing compensation to directors for
loss of office or employment can be found
on pages 118 and 119 of the Directors’
remuneration report

Qualifying third-party indemnities

The Company has granted ndemnities to all
of its directors on terms consistent with the
apphicable statutory prowstons Qualifying
third-party ndemnity provisions for the
purposes of section 234 of the Companies
Act 2006 were accordingly in force during
the course of the financial year ended

31 December 2010, and remain in force at
the date of this report
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Repott of the disclors

Risk management

An ongoing process for identifying,
evaluating and managing the significant
risks that we face 1s in place [ts objectives,
policies and procedures, including the
policy for hedging risk, our exposure to
credit risk, iquidity nsk and market nsk,
are covered In the Hisk review on pages
A8 to 77 of this report Company-onty
risks are managed as a part of overall
Group nisks

Significant contracts and agreements
At no time during the year did any director
hold a material interest tn any contracts

of signficance with the Company or any
of its subsidiary undertakings The
Company I1s not party to any significant
agreements that would take effect, alter
or terminate following a change of control
of the Company

Related party transactions

Details of transactions with directors and
officers and cther related parties are set out
In note 48 to the financiat statements

Connected/conttnuing connected
transactions

By virtue of its sharehalding of mere than
10 per cent In the Company, Temasek and
Its associates are related parties and
connected persons of the Company for the
purposes of the UK Listing Rules and the
Listing Rules of The Stock Exchange of
Hong Koeng Limited respectwvely {together
known as the Rules) Neither Temasek nor
its associates are related parties for the
purposes of IAS 24

The Rules are intended to ensure that there
15 no favourable treatment to Temasek or its
assoclaies (as defined under the Rules) as a
result of such shareholding to the detnment
of other shareholders in the Company
Unless transactions which the Company
and its subsiciaries undertake with
Temasek or its associates are specifically
exempt under the Rules or are subject to a
specific wawer, they may require a
combination of announcements, reporting
and mdependent shareholders approval
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Cne of the most significant recent changes
to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong
Kong Limited (the Hong Kong Listing Rulaes)
from the Company's perspective was the
introciuction on 3 June 2010 of a new
exemption {the Passive Investor Exemption)
from the connected transaction and
continuing transaction requirements for
‘transactions with asscciates of a passive
investor' (Rules 14A 31(10) and 14A 33(5))
We consider that Temasek meets the
cniteria for a passive investar under Rule
14A 31(10){b) Therefore, any connected
transaciions or continuing connected
transactions of a revenue nature in the
ordinary and usual course of business and
on normal commercial terms with an
associate of Temasek are exempt from the
announcement, reporting, annual review
and independent shareholders’ approval
requirements of the Hong Kong Listing
Rules In respect of the reportng and
annual review requirements, The Stock
Exchange of Hong Kong Limited clanfied
that the Passive Investor Exemption applies
to revenue transactions for the whole
financial year 2010

In addition, in 2010 The Stock Exchange of
Hong Kong Limited granted the Company a
number of wavers from strict compliance
with the reporting and annual review
recuirements in respect of Ongoing
Banking Transactions with Temasek
associates that the Company has not been
able to identify and the requirements to
enter Into a tixed-term written agreement
and set a maximum aggregate annual value
in relation to the Ongong Banking
Transactions with Temasek or any of its
assoclates (the Ongoing Banking
Transactions Waivers) The independent
shareholders approved the Ongoing
Banking Transactions Waivers at the 2010
AGM for a period of three years until 7 May
2013

If none of the exemptions under the Hong
Kong Listing Rules or the walvers obtained
from The Stock Exchange of Hong Kong
Limited 1s applicable in relation to a
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transaction with Temasek or its associates,
the Company will continue to comply with
the applicable announcement, reporting,
annual review and independent
shareholders approval requirements

In relation ta the Company's 1 for 8 nghts
1ssue that was announced on 13 October
2010, the Company was Informed by the
underwnting banks — J P Morgan
Cazenove, Goldman Sachs International,
UBS Investment Bank, Barclays Capital,
BNP Panhbas, Credit Agricole Corporate
and Investment Bank and Deutsche Bank
AG, London Branch (the underwriiing
Banks) — that Temasek was participating in
the nights 1ssue as a sub-underwriter In
this capacity, Temasek received a
comrmission of 1 50 per cent on the
aggregate value at the Issue Price of the
New Shares sub-underwntten by it This
sub-underwnting commission was paid out
of the underwniing commission the Banks
received from the Company

On 10 January 2008, the Company and
HSBC Internatonal Trust Services
{Singapore) Limited, as trustee of
CapitaCommercial Trust (beting an
assoclate of Temasek), entered Intc a
Framework Agreament in relation to
continuing connected transactions for the
leasing of premises The Framawork
Agreement expired on 11 January 2011 In
light of the Passive Investor Exemption, a
tramework agreement 1s no longer required
in relation to continuing connected
transacticns for the leasing of premises with
a lemasek asscclate

The Group has internal systems, processes
and procedures 10 plage 1o identify and
menitor the non-exempt connected and
continuing connected transactions These
are reviewed and updated penodically and
therr adequacy and effectiveness ts
assessed by Group Internal Audit

In accordance with the Hong Kong Listing
Rules, each year the independent non-
executive dwectors of the Company carry
out a review of the non-exempt continuing
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connected transactions On the basis of
this review, the independent non-executive
directors of the Company confirm that the
continuing connected transactions have
been entered into by members of the Group
with Temasek or its associates

+ |In the ordinary and usual course of
bustness of the Group

+ Either on normal commercial terms or, if
there are not sufficient comparable
transactions to judge whether they are on
normal cornmercial terms, on terms that
are no less favourable to the Group than
terms avallable to or from {as approprate)
independent third parties

« |n accordance with the relevant
agreement governing them on terms that
are far and reasonable and in the
interests of the shareholders of the
Company as a whole

For the purposes of Rule 14A 38 of the
Hong Kong Listing Rules, our auditor
KPMG Audit Plc and 1its assoclated frms
{together known as KPMG) have performed
certan agreed-upon procedures on the
aforementioned continuing connected
transacticns for the year ended

31 December 2010, in accordance with
International Federation of Accountants
Related Service 4400 Engagement to
Perform Agree-Upon Procedures
Regarding Financial Information

KPMG has reported its factual findings cn
these procedures to the Board of directars
and contirmed that for the year far those
continuing ceonnected transactons
selected (1) they have receved approval of
the Beard of directors, () they have been
entered into In accordance with the pricing
policies of the Group and (in) the Company
has received a waiver from The Stock
Exchange of Hong Kong Limnted from the
requirements of enterning into written
agreements and setting annual caps under
Rules 14A 35 {1) and (2) In relation to
Ongoing Bank Transactions with Temasek
and its associates

Corporate governance
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Continuing connected transactions

The Group 1s required to include in this
Annual Report infermation regarding certan
transactions with Temasek

During the year ended 31 December 2010,
members of the Group have entered

into certan foreign exchange transactions
with Temasek in the ordinary and

usual course of business and on

normal commercial terms (and with
reference to prevaling market rates

as applicable) or In accordance with

the practice commenly adopted in the
market (where applicable) which are

not exempt under the Hong Kong Listing
Rules These transactions are detaled In
the table below

©On 1 October 2010 the Group purchased
the remaining 25 1 per cent interest n
Standard Chartered STCI Capital Markets
(STCIy for $18 millon By wirtue of this
transaction STCI became a subsichary of
the Group

On 13 Cetober 2010, we announced a 1 for
8 Rights Issue which resulted in a take up of
98 528 per cent of New Ordinary Shares
offered to Qualfying Shareholders on

7 November 2010

Between 31 Qctaber 2010 and & December
2010 the Group acquired the custody
business of Barclays Bank PLC across
varous locations in Afrca The business
was acquired for $130 million

Year to 31 December 2010

Notlonal value

of outstanding Far value of
Aggreqala transactions outstanding
nofional value/ ar principal trangactions
principal amounls as at as at
amounts durng the 31 Dacember 31 December Total number of
yeat 2010 2010  transactions during
Transaction Category Smillion Srmullion Smillion the year
Forewn exchange 834 - - 36

Compliance and regulatory matters
On 12 April 2010, the Group acquired
100 per cent of the consumer finance
husiness of GE Capital {Hong Kong)
Lmited, a Hong Kong {restricted licence)
banking company The Group purchased
this interest for $144 milion

On 13 May 2010, the Company launched
the first-ever Indian Depository Receipt
(IDR) offer

On 30 June 2010, the Company announced
an mvestment of $500 milicn as a
cornerstone investor in Agricultural Bank of
China Limited's H-share Initial Public
Offering (IPO) in Hong Kong

On 2 August 2010, the Group acquwed 100
per cent of the consumer finance business
of GE Commercial Finanaing {Singapore)
Limited in Singapore The businesses were
acquired for $70 million
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Rights Issue Underwriting Agreement
©On 13 October 2010, the Company entered
inte an Underwriing Agreement (the
Agreermnent) with J P Morgan Secunties Lid,
Goldman Sachs International, UBS Limited
and Standard Chartered Securtes (Hong
Kong) Limited {the Jont Bookrunners) On
14 October 2010, Barclays Bank PLC, BNP
Pantyas, Credit Agricole Gorporate and
Investment Bank and Deutsche Bank AG,
London Branch signed deeds of adherence
to the Agreement Pursuant to the
Agreement the Joint Bookrunners agreed
to use reasonable endeavours to procure
acquirers for nghts not taken up and the
underwnting banks agreed to underwnte
the rights 1ssue and take-Up any remaining
shares
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In consideration of the banks' agreement to
underwrite the rnghts 1ssue, the Company
agreed to pay to the banks a commussion of
2 15 per cent on the aggregate value at the
Issue Price of the total number of New
Ordinary Shares, except that in relation to
the number of New Ordinary Shares
acquired by Temasek, the Company agreed
to pay to the banks a commussion of 1 50
per cent on the aggregate value at the Issue
Price of the number of such New Ordinary
Shares and no commission would be
payable to the banks in relation to New
Ordiinary Shares to which the directors are
entitled under the nghts issue Such
commission would be shared between the
hanks The underwriting commissions were
determined 1n accordance with market
rates Out of such underwriting
commissions payable to the banks, the
banks paid sub-underwnting commssions
The Company also agreed to pay all costs
and expenses of, or in connection with, the
Rights Issus, the allotment and 1ssue of tha
New Ordinary Shares and the Underwriting
Agreement The directors considered that
the terms of the Agreement were far and
reasonable and that the Agreement was

In the best interests of shareholders as

a whole

Conflicts of interest

In accordance with the Companies Act
2006, we have established a robust
process requinng directors to disclose
proposed outside business interests betfore
any are entered into  This enables prior
assessment of any contlict or potental
confhct of Interest and any impact on time
commitment The Nomination Committee
reviews actual or potential conflicts of
interest, and recommendations on
authonsation are made to the Board
Authonsations are reviewed twice a year
by the Nomination Committee to consider
if they continue to be appropriate, and
aiso to revisit the terms upon which they
were provided
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Internal control

The effectiveness of our internal control
system 1s reviewed regularly by the Board,
its committees, the Group Management
Committeg, and Group Internal Auct
The Audit Committes has reviewed the
effectiveness of the Group's system of
internal control during the ysar ended

31 December 2010 and reporied on its
review to the Board The Committee’s
review was supperted by an annual
business self-certification process, which
was managed by Group Internal Audit

Group Internal Audit monitors comphance
with policies and standards and the
effectiveness of internat contral structures
across the Group through its programme of
business audits The work of Group Internal
Audit 1s focused on the areas of greatest
nisk as deterrnined by a risk-based
assessment methodology

Group Internal Audit reperts regularly to the
Audit Committee, the Chairman and to the
Group Chief Executive The findings of all
adverse audits are reported to the Audit
Committee, the Chairman and to the Group
Chief Executive where immediate corrective
action is required

With effect from 1 March 2010, as a result
of the Internal governance review conducted
in 2009, the Audt and Risk Committee was
separated nto two Committees

The Beard Risk Committee has
responsibility for overseeing the
management of the Company's
tundamental prudential risks as well as
reviewing the effectiveness of the
Company s risk management framework
The Audit Committee monitors the
integnity of the Company's financial
reporting, comphance and internal
control envircnment
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The Risk review on pages 481to 77
describes the Group s nisk management
structure Qur business i1s conducted within
a developed control framework,
underpinned by policy staiements, wntten
procedures and control manuals 1his
ensures that there are written policies and
procedures to identity and manage risk,
mcluding operational nsk, country risk,
ligquicity sk, regulatory nsk, legal nsk,
reputational risk, market rnsk and credit risk
The Board has established a management
structure that clearly defines roles,
responsibilities and reporting ines
Delegated authorities are documented and
communicated Executive nsk committees
regularly review the Group's nsk profile

The perfcrmance of the Group’s businesses
1s reported regularly to sexior ine
management and the Board Performance
trends and forecasts, as well as actual
performance against budgets and prior
perods, are montored closely Financial
infarmation 1s prepared using appropnate
accounting policies, which are applied
consistently Operational procedures and
controls have been established to facitate
complete, acourate and timely processing
of transactions and the safeguarding of
assets These controls Include appropnate
segregation of duties, the regular
reconciliation of accounts and the valuation
of assets and positions

Employee policies and engagement

We are committed to open, honest and
productive relationships with our
employees [hey receve clear and timely
communications from senior management
to ensure that they understand the tinancial
and economic factors that affect our
performance

We employ more than 85,000 pecple from
129 nationalities across 71 markets As part
of our approach to employee engagement,




we operate Group share plans All
employees are invited to participate in our
ali-employee sharesave schemes and share
in our success Further details of the
sharesave schemes are given in the
Drectors remuneration report on page 119
and in note 38 to the inancial statements

Qur employment policies are designed to
accommodate the relevant social, statutory
and market condittons and practices
prevailing in each country in which we
operate We are committed to equality of
opportuntties and diversity for all regardless
of gender, race, age, physical abilty, religion
or sexual orientation This apples equally to
recruitment and to the promotion,
development and training of people whom
we already employ

We recognise our sccial and statutory duty
to employ disabled people and have
followed a policy In the UK by providing,
wherever possible, the same employment
oppariuntties for disabled people as for
others |f employees become disabled,
avery effort 1s made to ensure their
employment continues, with approprnate
traning where necessary

We have measured employee engagement
for the last ten years using the annual
employee engagement survey This annual
employea engagement survey provides
important feedback to managers and
teamms and internal research has
demonstrated a strong relationship
between high engagement and increased
business performance 96 per cent of
employees participated 1 the survey during
2010 and this reflects strong commiiment
of our employees to voice ther opInons
and demonstrate trust in the process

Major customers

Our five largest customers together
accounted for 3 6 per cent of our total
interest income and other operating income
In the year ended 31 December 2010

Corporate governance
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Creditor payment policy

Operating businesses are respensible for
agreeing, and then bringing attention to,
terms and conditions with thes suppliers in
the economies I which they operate Our
policy 1s to pay creditors in accordance with
these agreed terms and conditions,
provided the supplier has complied

with them

The Company 1s a helding company and
does not trade Therefore, it 1s not
considered meaningful to give a number

of days' purchases outstanding for the
Company as at 31 December 2010 For our
operation in the UK, there were 41 days’
purchases outstanding as at 31 December
2010

Code for Financial Reporting Disclosure
In Septermber 2010, the Bntish Bankers'
Association finalised a Code for Financial
Reporting Disclosure (Code) The Code sets
out five disclesure principles togeather with
supporting gudance The principles are
that UK banks will provide high quality,
meaningful and decision-useful disclosures,
review and enhance their financial
instrument disclosures for key areas of
interest, assess the applicabiity and
relevance of good practice recommendations
to ther disclosures acknowledging the
importance of such guidance, seek to
enhance the comparability of financial
statement disclosures across the UK
banking sector, and clearly difterentiate in
therr annual reports between information
that 1s audited and information that

i unaudited

The Group and cther mayor UK banks have
adopted the Code in therr 2010 financial
statements The Group s 2010 financial
statements have therefcre been prepared n
compliance with the Code's principles

Group code of conduct

The Board has adopted a refreshed Group
code of conduct relabng to the lawiul and
ethical conduct of business and this 1s
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supported by the Group's core values

The Group code of conduct has been
communicated to all directors and
employees, all of whom are expected to
observe high standards of integrity and fair
dealing n retation to customers, statf and
regulators in the communities in which the
Group cperates

Environmental, social and governance
responsibilites

The Group complies with the guideines
1ssued by the Association of British Insurers
on responsible Investment disclosure and 1s
committed to the communities and
environments in which It operates The
Board 1s respaonsible for ensuring that high
standards of responsible business are
maintained and that an effective control
framewaork 1s In place We have established
and maintaned policies and procedures in
relation to environmental, sockal and
governance (ESG) nsks Details of these
procedures can be found on cur website
Through our nsk management structure
and control framework, the Board receives
regutar and adequate informaton to identify
and assess significant risks and
opportunities ansing from ESG matters
Specifically, the Brand and Values
Committee, which 1s appointed by the
Beard and comprises the Charrman of the
Board and Group Chief Executive, reviews
the Group s sustainable business priories
assuring the Group has policies in place to
respond to 1ssues ansing from environment
and climate change, and oversees the
Group's development of and delivery
aganst public commitments regarding
which activities and or businessaes it will and
will not encourage In Iine with the Here for
good brand promise

The Brand and Values Committee 1s
informed by the Group Risk Committee and
Group Head of Corporate Affairs, who 1s
the nisk control owner for reputational nsk,
including those associated with ESG
matters At the country level, the Country
Head of Corparate Affars is the nsk control
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owner and the Risk Committee (RC) or,
where there 1s no AC, the Management
Committee 1s the governance oversight
committee All employees are responsible
{or day-to-day identification and
management of reputational nsk Quarterly
reviews of nsks and reporting are carried
out at country, regional and Group levels
Where a reputational nsk 1s identitied, the
risk 1s escalated n accordance with clearly
documented internal reporting procedures

Key areas of risk are those associated with
customers' actwties, potential mpacts on
the environment and local communities
The Board recognises Its responsibility to
manage these nisks and that falure to
manage them adequately would have an
adverse impact on cur business These
nsks are recognised 1 reaching lending
decisions explcitly dentified in our credit
policies, and in the provision of advisory
and ather financial services We have
developed a series of position statements
covering high-impact sectors and key
Issues, outlining the ESG standards we
encourage our chents to observe We have
adopted the revised Equator Principles that
set procedures, based on the International
Finance Corporation quidelnes, for
recognising and mitigating the
environmental and social impacts
assocated with Project Finance and Project
Adwvisory The principles have been
embedded in the Group's policy and
procedures on Environmental And Social
Risk In Project And Export

Finance — Application Of The Equator
Principles

We continue to review and, where
appropriate, strengthen our money
laundering prevention policies, procedures
and trainng

The Board I1s not aware of any material
exceptions to its policies
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Community investment

We are commitied to bulding a sustainable
business and a more sustainable society,
and recognise our responsibility 1o Invest In
the communities in which we operate We
made a total Investment of $47 4 millon
(2009 338 3 mifion) to charities,
community organisations and causes
across our foctpnnt durning the year This
sum Included direct financial support of
$19 4 milion (2009 320 3 million), and
indirect contributions, such as employees’
time, the donation of non-monetary goods
and donations worth $23 4 million (2002
$13 3 milion} raised by our employees In
ordler to further Increase our transparency
around this data, in 2010 we introduced an
online data collection tocl, along with socme
standard charity on-boarding guidelines
across all markets in order to collate
quality-assured data about the types of
nitiatives we are Involved in

Community investment activity focuses on
a number of major programmes — Seaing 1S
Beleving, Living with HIV, Nets for Life and
Goal (Women's Empowerment) - as well as
a range of local inbatives These are
underpinned by employee volunteering
activites Further detalls of commuruty
projects can be found in the Business
review con page 47

HIV/AIDS policy

We are committed to addressing the social,
heaith and human nghts issues that
confront our employees, therr familes and
the communities in which we operate We
recognise that the principal compeiitive
advantage of any business comes through
its employees, but that this requires them to
be healthy, skilled and motivated

HIV/AIDS directly and indirectly impacts our
staff and, therefore, our business Qur
HIV/AIDS policy has been adopted across
all the countries in which we operate and
applies to all staff and therr familles in a
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manner consistent with existing medical
cover We have exceeded our commitment
to the Clinton Global Intiative to educate
one milion people on HIV and AIDS We
have educated over 16 millon people and
secured partnerships reaching 2 366 milkon
people A cepy of our HV/AIDS policy 1s
avallable on aur website

Environment and climate change policy
As part of our commitment 10 sustanability,
we take a long-term view of the
environmental and social consequences of
our actions, either directly from operations
or indirectly through client and partner
relationships Our Envircnment and Climate
Change (ECC) Policy was developed in
2009 to support this commitment, and
focuses on four central themes

« Operational impacts — mimmising the
direct mpact of our operations,
ncluding arr travel, paper use, water
and energy consumption

Commercial opportunities and
Sustainable Finance — managing
environmental and social risks,
integrating climate change considerations
Into our products and services, and
developing new business N renewable
energy and environmental finance

Engagement — ensuring that internal and
external stakeholders are fully engaged
to embed our strategy

Reparting — ensuring the continual
efficacy of the ECC policy and strategy
through providing delivery assurance

Further detads of our policies ¢an be found
on our website

Electronic communication

The Board recognises the importance of
good communications with all
shareholders Cur directors are in regular
contact with our institutional shareholders




and general presentations are made when
we announce our financial results Tha
AGM presents an cpportunity 1o
communicate with all shareholders

Our shareholders are encouraged to
receive our corporate documents
electronically The annual and intenm
fnancial statements, notice of AGM and
dvidend girculars are all availlable
electronically # you do not already receive
your corporate documents electronically
and would like to dc so in future please
contact our registrars at the address on
page 243

Shareholders are also able to vote
electronically on the resolutions being put
to the AGM through our registrars’ website
at www investorcentre com

Annual General Meeting
Qur AGM will be held at 12 00pm (London

time) (7 00pm Hong Kong time) on Thursday

5 May 2011 at The Honourable Artillery
Company, Armoury House, City Road,

London, EC1Y 2BQ Details of the business
to be conducted are contained In the nctice

of meeting

Auditor
The Audit Commiitee reviews the

appointment of the Group statutory auditor,
its effectiveness and its relationship with the

Group, which includes monitoring our use

Corporate governance
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of the auditors for non-audit services and
the balance of audit and non-audit fees
paid Following a review of the
independence and effectiveness of our
Group statutory auditor, a resclution will be
proposed at the 2011 AGM to reappoint
KPMG Audit Plc Each director believes that
there 15 no relevant information of which our
Group statutory auditor 1s unaware Each
has taken all steps necessary as a director
to be aware of any relevant audit
information and to establish that KPMG
Audit Plc 1s made aware of any pertinent
information

By order of the Board

fm:@.rf

Annemarne Durbin
Group Comparty Secrotary
2 March 2011
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Statement of directors’ responsibilities

The drrectors are responsible for preparing the Annual Report and
the Group and Parent Company financial statements in
accordance with applicable law and regulations

Company law requires the directors to prepare Group and Parent
Company financial staternents for each financial year Under that
law they are required 1o prepare the group financial statements

In accordance with International Financial Reporting Standards
(IFRS) as adopted by the EU and applicable law and have
elected o prepare the parent company financial statements

on the same basis

Under company law the directors must not approve the financial
statements unless they are satistied that they give a true and far
view of the state of affars of the group and parent company and of
their profit or loss for that period In prepanng each of the Group
and Parent Company financial statements, the directors are
required to

+ Select suitable accounting policies and then apply
them consistently

* Make judgments and estimates that are reasonable
and prudent

» State whether they have been prepared in accordance with
IFRSs as adopted by the EU

» Prepare the financial statements on the going concern basis
unless it I1s INnappropriate to presume that the Group and the
Parent Company will continue In business

The directors are responsible far keeping adequate accounting
records that are sufficient to show and explain the parent
company's ransactions and disclose with reasonable accuracy at
any time the financial position of the parent company and enable
them to ensure that tts financial statements comply with the
Companies Act 2006 They have general respensibility for taking
such steps as are reasonably open to them to safeguard the
assets of the Group and to prevent and detect fraud and

ather rregularities

Under applicable law and regulations, the directors are also
responsible for preparng a Report of the directors, Directors’
remuneration report and Corporate governance statement that
comply with that law and those regulations

The directors are responsible for the maintenance and integrity of
the corporate and financial information included on the company s
website Legislation in the UK governing the preparation and
dissermination of financial statements may ditter from legislation in
other wnsdictions
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Directors' responsibility statement
We confirm that to the hest of our knowledge

* The financial statements, prepared in accordance with the
applicable set of accounting standards, give a true and far view
of the assets, habilities, financial position and profit or loss of the
Company and the undertakings included n the consolidation
taken as a whole

* The Report of the directors includes a fair review of the
development and performance of the business and the position
of the issuer and the undertakings included in the consolidation
taken as a whole, together with a descnption of the principal
nsks and uncertainties that they face

By order of the Board

ﬂ\am

R H Meddings
Group Finane g Do tor
? March 2011
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Independent Auditor’s report to the
members of Standard Chartered PLC

We have audited the financial statements of the Group (Standard
Chartered PLC and its subsidiaries) and Company {Standard
Chartered PLC) (together referred to as the financial statements) for
the year ended 31 December 2010 set out on pages 139 to 222

The financial reporting framework that has been applied in ther
preparation 1s applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the EU and, as regards the
parent company financial statements, as applied In accordance
with the provisions of the Compantes Act 2006

Tius report 1s made solely to the Company s members, as a body,
in accordance with Chapter 3 of Part 16 of the Companies Act
2006 Qur audt work has been undertaken so that we might state
to the Company's members those matters we are required to state
to them in an audritors’ report and for no other purpese To the
fullest extent permitted by law, we do not accept or assume
responsibility to anyene other than the Company and the
Company s members, as a body, for our audit work, for this report,
or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained mere fully in the Directors’ Responsibilities Statement
set out on page 134, the directors are responsibte for the
preparation of the financial statements and for being sansfied that
they give a true and far view Our responsibility 1s to audi, and
express an opinion on, the financiat statements in accordance with
applicable law and International Standards on Auditing (UK and
Ireland) Those standards require us to comply with the Auditing
Practices Board's [APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audu of financial statemeants I1s
prowded on the APB's website at www frc ora uk/apb/scope/
prvate cim

Opmion on financial statements
in our opinion

* he financial statements give a true and far view of the state of
the Group's and of the Company's affarrs as at 31 December
2010 and of the Group's profit for the year then ended,

* The Group fnancial statements have been properly prepared in
accordance with [FRSs as adopted by the EU,

* The Company financial statements have been properly
prepared in accerdance with IFRSs as adopted by the EU
and as apphed in accordance with the provisions of the
Companies Act 2008, and

* The financial statements have been prepared In accordance
with the requirements of the Companies Act 2008 and,
as regards the Group financial statements, Article 4 of the
IAS Regulation
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Opinion on other matters prescribed by the Companies Act 2006
In our gpimion

* The part of the Directors’ remuneration report io be audited has
been praperly prepared In accordance with the Compantes Act
2006, and

+ The nformaticn given in the Report of the directors, which include
information presented in the Charrman's statement, the Group
Chief Executive’s review and the Financial and Business reviews
that are cross referenced from the Report of the directors, for the
tinancial year tor which the financial staterments are prepared I1s
consistent with the financial statements, and

¢ Infarmaton given in the Corporate Governance section set out on pages
88 to 105 with respect 1o ntemal contral and nsk management systems
in refation to financial reportng processes and about share caprtal
structures 1s consistent with the financial staterments

Matters on which we are required to report by exception
We have nothing to report in respect of the following

Under the Companies Act 2008 we are required to report to you if, In
QuIr opInion

+ Adequate accounting records have not been kept by the parent
company, or returns adequate for our audit have not been received
frorm branches not vistted by us, or

» The Company financial statements and the part of the Directors’
Remuneraticn Report to be audited are not in agreement with the
aceounting records and returns, or

¢ Certan disclosures of directors remuneraticn specified by law are
not made, or

* Wa have not received all the information and explanations we
require for our audit, or

» A Corporate Governance Statement has not been prepared by
the company

Under the Listing Rules we are required to review

* {he Report of the directors set out on page 126 to 133, 1n relabion
to going concern,

* The part of the Corporate Governance section on pages 88 to 105
relating to the Company's complance with the nine provisions of
the June 2008 Combined Code specified for our review, and

+ Certan elernents of the report to sharehalders py the Board on
directors’ remuneration

John E Hughes

(Senuior Statutory Aucktor)

tor and on behall of KPMG Auci Pre, Statutory Achior
Char tered Accountants

L orxion

2 March 2011




Financial statements and notes

Consolidated income statement

For the year ended 31 December 2010

2010 2009
Notes $millicn Smilion

Interest income 3 13,500 12,926
Interest expense 4 {5,030) 5 303)
Net interest income 8,470 7,623
Fees and commission Income 5 4,556 3,824
Fees and commission expense 5 {318} {454)
Net trading Income B 2,577 28390
Other operating income 7 77 1,301
Non-interest mcome 7,592 7561
Operating iIncome 16,062 15,184
Staff costs 8 {5,765) [CRea ]
Premuses costs 8 {800} (698)
General administrative expenses 8 {1,899) {1 822
Depreciation and amortisation 9 {559) (520)
Operating expenses {9,023) (7.952)
Operating profit before iImpairment losses and taxation 7,039 7232
Impairment losses on loans and advances and other credit nsk provisions 10 {883) {2 00C)
Other imparment 11 (76} (102
Profit from asscciates 42 21
Profit before taxation 6,122 5,151
Taxaticn 12 {1,708} (1,674)
Profit for the year 4,414 3477
Profit attributable to
Non-controlling interests 37 82 o7
Parent company shareholders 4,332 3,380
Profit for the year 4,414 3477
Earnings per share
Basic earnings per ordinary share {cents) 14 196 3 161 8!
Diluted earnings per ordinary share (cents) i4 183 0 159 3'

T Amounts have beenrestaisd as explaned in note 4/

The notes on pages 146 to 222 form an integral part of these financial statements
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Consolidated statement of
comprehensive income

For the year ended 31 December 2010

2010 2009
MNotes Smillion Smihon
Profit for the year 4,414 3,477
Other comprehensive income
Exchange differences on translation of foreign operations
Net gains taken to equity 842 799
Net losses on net Investment hedges {77} {199)
Reclassified 1o iIncome statement on change of control 4 -
Actuarial gains/Alosses) on retirement benefit obligations 35 B3 (150)
Share of other comprehensive income from associates {5) 19
Availlable-for-sale investments
Net valuation gains taken to equity 786 455
Reclassified to iIncome statement (284) (580)
Cash flow hedges
Net gains taken to equity 42 14
Reclassified to iIncome statement 17 106
Taxation relating to components of other comprehensive Income 12 {101) 62
Other comprehensive income for the year net of taxation 1,307 526
Total comprehensive income for the year 5,721 4,003
Attnbutable to
Non-controling interests 37 112 i
Parent company shareholders 5,609 3,892
5,721 4003

The notes on pages 146 to 222 form an integral part of these financial staterments

140 Standard Charlersd Annual Beport 2010 whww slandardeh arlered cotn




Consolidated balance sheet

As at 31 December 2010

Financial statements and notes

2010 2000
Notes $million $million
Assets
Cash and balances at central banks 15 40 32,724 18131
Financial assets held at fair value through profit or loss 15, 16 27,021 22,446
Denvative financial nstruments 15 17 47,859 38193
Loans and advances to banks 15, 18 52,058 50,885
Loans and advances to customers 15, 19 240,358 168 292
Investment secunties 15 21 75,796 75728
Other assets 15, 22 25,356 17,201
Current tax assets 179 203
Prepayments and accrued Income 2,127 324
Interests N associates 23 631 514
Goodwill and intangible assets 25 6,980 6,620
Property plant and equipment 26 4,507 4,103
Deferred 1ax assets 27 946 1,096
Total assets 516,542 436,663
Liatmhties
Deposits by banks 15, 28 28,551 38,4861
Customer accounis 15 20 306,992 251 244
Financial labilites held at fair value through profit or loss 15, 16 20,288 14 505
Denvative financial instruments 15 17 47,133 36 584
Debt secunties in 1ssue 15, 30 31,381 29,272
QOther liabilities 15 32 21,094 1613¢
Current tax habiities 981 802
Accruals and deferred iIncome 4.528 4113
Subordinated llabilities and other borrowed funds 15 33 15,939 16,730
Deferred tax liabiities 27 165 193
Provisions for labilities and charges 34 315 184
Retirement benefit obligatians 35 310 506
Total habilities 477,677 408,733
Equrty
Share capital 36 1,174 1013
Reserves 37,038 28,327
Total parent company shareholders’ equity 38,212 27,340
Non-controiling interests 37 653 580
Total equnty 38,865 27920
Total equrty and habildies 516,542 436 853

The nctes on pages 146 to 222 form an integral part of these financial statements

J W Peace P A Sands
Charman Group Chief Executive

A red >

www standardchartered com

R H Meddings

Group Finance Director

cral statemnents were approved by the Board of directors and authonsed for 1ssue on 2 March 2011 and signed on its behalf
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Consolidated statement of
changes in equity

For the year ended 31 December 2010

Capital Parent
Share and capital Available- Cash flow company Non-
Share premium redemption Merger for-sale hedge Translation Retained shareholders controlling
capital  account rescrve’  reserve reserve reserve reserve earntngs equity  Interests Total

$millicn  $milllen Smillion $million $million  $million $million  $million Smilion Smilion $silhon
At 1 January 2009 Q48 4,743 18 5817 )] 83 (1,784) 12,686 22140 555 228695
Profit for the year - - - - - - - 3,380 3380 97 3,477
Other comprehensive
income - - - - (88) a8 589 Q7R 512 14 526
Distnibutions - - - - - - - - - (87 87
Shares 1ssued, net of
expenses 44 106 - 1667 - - - - 1817 - 1817
Net own shares
adjustment - - - - - - - (81) 81) - B81)
Share option expense,
net of taxation - - - - - - - 311 311 - 3N
Capitalised on scrip
dividend 21 1) - - - - - - - - -
Dividends, net of scrip - - - - - - - (739) {739) - (739)
Other increases - - - - - - - - - 1 1
At 31 December 2009 1,013 4,828 18 7,284 (93) 15 {1,185) 15,460 27,340 580 27,920
Profit for the year - - - - - - - 4,332 4,332 82 4414
Other comprehensive
Income - - - - 401 42 773 613 1,277 30 1,307
Distributions - - - - - - - - - 54) 54
Shares Issued, net of
expenses 147 572 - 5,137 - - - - 5,856 - 5,856
Net own shares
adjustment - - - - - - - {135) {135) - (135}
Share option expense
net of taxation - - - - - - - 296 296 - 296
Capitalised on scrip
dividend 14 (14) - - - - - - - - -
Dividends net oi scrip - - - - - - - (745) (745) - {745}
Cther increases - - - - - - - (%) (9) 15 6
At 31 December 2010 1,174 5,386 18 12,921 308 57 {412) 19,260 38,212 653 38,865

' Indludes capital iesetve of $5 midiion and capilal sedernption taserve of $13 million
2 Conpirses acluatial losses, net of taxation and non conttoling interests, of $(116) midlion axd share of comprehensive mcome hom assocates of $19 mition
Y Comprses ectuanal gans, net of taxalion and ten cortioling nlerests, of $66 imlon arkd share of compiehensive loss from assoaates of $(5) mdhon

Note 36 includes a description of each reserve

The notes on pages 146 o 222 form an integral part of these financial statements
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Cash flow statement

For the year ended 31 December 2010

Financial statements and notes

Group Company
2010 2009 2010 2000
Notas $million Smillson $million Sralhon
Cash flows from operating activities
Profit before taxation 6,122 5151 732 373
Adjustments for
Non-cash items included within ncome statement 39 1,874 1760 {668) (228)
Change in operating assets 39 {82,334) 2,962 {332) (227)
Change in operating liabilities 39 59,274 {13 293) 882 328
Contributions to defined benefit schemes (150) (124) - -
UK and cverseas taxes paid {1,421} (1 210) - 25)
Net cash {used in)/from operating activities (16,635} (4,754) 614 221
Net cash flows from investing activities
Purchase of preperty, plant and equipment {370) {261) - -
Disposal of property plant and equipment 183 218 - -
Acguisition of investment in subsidianes, associates
and Jjoint ventures net of cash acquired (545) {68) (1,000) (2 500)
Purchase of investment secunties (114,076) (129 739) - 1,800}
Disposal and matunty of investment secunities 116,658 126,678 - -
Dividends received from investment in subsidiaries and associales 22 1 770 331
Net cash from/{(used ) investing activities 1,872 3161) {230) {3,969
Net cash flows from financing activities
{ssue of ordinary and preference share capital net of expenses 5,856 1,817 5,856 18t7
Purchase of own shares? (182) (103) {182) (103)
Exercise of share options through ESOP 47 22 47 22
Interest pard on subordinated habilities {773) (872) (104) (129)
Gross proceeds from issue of subordinated labilities 770 2063 - -
Repayment of subordinated llabilities {1,549) (2,440) (4 -
Interest paid on senior debits (956) (539 (315} 93)
Gross proceeds from 1ssue of senior debts 13,853 i1 577 3,236 3 468
Repayment of senior debts {11,146) (8 828) {40) -
Dividends paid to non-controling interests and preference
shareholders, net of scrip {155) (188) (101} (11)
Dmadends paid to ordinary shareholders, net of scrip (644) {838) {644) {638)
Net cash from financing activities 5,121 1871 7,749 4,243
Net (decrease)/increase in cash and cash equivatents (9,642) (B 044} 8,133 495
Cash and cash equivalents at beginning of year 68,073 73699 5,798 5,303
Effect of exchange rale movements on cash and cash equialenis 1,303 418 - -
Cash and cash equivalents at end of year 40 59,734 68 073 13,931 5,798

* Anounts have begn restaled as explamed in note 47
? Net of proceeds Irom sale ol nghis by the trusts

The notes on pages 146 to 222 form an integral part of these financial statements
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Company balance sheet

As at 31 December 2010

2010 2000
Notes smillion S$imillion
Non-current assets
Investments in subsichary undertakings 23 14,291 12908
Current assets
Derwvative financial instruments 50 441 2N
Investment secunties 50 2,725 2725
Amounts owed by subsidiary underiakings 13,931 5798
Taxation 48 38
17,145 8,852
Current habiities
Cenvative financial instruments 50 90 25
Other creditors 274 229
Deferred iIncome 48 18 18
382 272
Net current assets 16,763 8,580
Total assets less current habilities 31,054 21,486
Non-current habilities
Debt secunties n 1ssue 50 8,343 4770
Deferred income 48 73 N
Subordinated liabilities and other borrowed funds 33 1,730 1,751
10,146 6,612
Total assels less habilities 20,908 14 874
Equrty
Share capital 36 1,174 1,013
Reserves 19,734 13,861
Total equity 20,908 14 874

T he notes on pages 146 to 222 form an integral part of these financial statements

statements were approved by the Board of directors and authorised for 1ssue on 2 March 2011 and signed

%2 / Sl e

J W Peace P A Sands R H Meddings
Chairman Group Chief Executive Group Finance Director
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Financial statements and notes

Company statement of changes in equity

For the year ended 31 December 2010

1 Includes Capital teseive of $6 midlion and Capilal redermpion resetve of $13 riftion

Capital and
Share capital
Share premium redemption Merger Retamned
capital account reserve’ reserve earnings Total
$milllon $Smillicn Smillion $million Smillion $milhon

At 1 January 2009 948 4,743 18 5617 1942 13,268

Profit for the year - - - - 333 333

Shares 1ssued, net of expenses 44 108 - 1,667 - 1,817

Net own shares adjustment - - - - 81) (81}

Share cption expense - - - - 276 276

Caprtalised on scrip dividend 21 21} - - - -

Divdends, net of scnp - - - - (739) (739)

At 31 December 2009 1,013 4,828 18 7,284 1,731 14,874

Profit for the year - - - - 742 742 !

Shares 1ssued, net of expenses 147 572 - 5,137 - 5,856 ‘

Net own shares adjusiment - - - - {135) {135} |

Share option expense - - - - 316 316 !

Capitalised on scrip dvidend 14 (14} - - - - :

Dmdends net of scnp - - - - (745) (745) |

At 31 December 2010 1,174 5,386 18 12,421 1,909 20,908 i
|

Note 36 Includes a description of each reserve

[he notes on pages 146 to 222 form an integral part of these hnancial statements
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Notes to the financial statements

1 Accounting policies

Statement of compliance

The Group financial statements consolidate those of Standard
Chartered PLC (the Company) and its subsidiaries (together
referred 1o as the Group), equity account the Group's interest in
assoclates and proportionately consolidate interests 1n jointly
controlled entittes  The parent company financial statements
present information about the Company as a separate entity and
not about its group

Both the parent company financial statements and the Group
financial statements have been prepared and approved by the
directors in accordance with International Financial Reporting
Standards (IFRS) and IFRS Interpretations Committes (IFRIC)
Interpretations as adopted by the EU (together adopted IFRS) In
publishing the parent company financial statements together with
the Group financiat staternents, the Company has taken advantage
of the exemption in section 408 of the Companies Act 2006 not to
present its Individual statement of comprehensive income and
related notes that form a part of these approved financial
statements

The disclosures required by IFRS 7 Financtal Instruments
Disclosures and the capital disclosures within 1AS 1 Presentation
of Financial Statements are presented withn the Risk review on
pages 48 to 77, Capital on pages 78 to 81, except where indicated
as not audited and in the notes to the financial staterments

New accounting standards adopted

On 1 January 2010, the Group adopted prospectively

IFRS 3 revised) ‘Business Combinations’ and consequential
amendments to IAS 27 ‘Consclidated and Separate Financial
Statements’, IAS 28 ‘Investment in Associates’, and IAS 31
‘Interest in Joint Ventures’

IFRS 3 {revised) continues to apply the acquisition methed to
business combinations but with some signiicant changes
cornpared with IFRS 3 Far example, all acquisition-related costs
are expensed and no longer capitalised as part of the cost of
acquisition and all payments to acquire a business — including
those that are contingent — are recorded at far value at the
acquisition date Also, when a controling interest 1 an entity 1s
acquired, any previcusly held interest in that enbity 15 effectively
disposed of at its far value — with any gain or loss when compared
to its carrying value recognised in the ncome statement - and
re-acquired In aggregate with the controling stake acquired In
addition, whilst the determination of {ar value has not changed,
IFRS 3 frevised) requires that assets acquired with uncertain cash
flows — such as loans and advances - be recorded at the farr value
of expected cash flows and accordingly no impairment provisions
are recogrused as at the date of acquisition, although the
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disclosure of the gross contractual cash flows not expected to be
collected are set out In note 24 1he revised standard has also
changed certain terminclogy with minority interests now
ncarporated within non-controling interests

The amendments to IAS 27 (revised) require the effects of all
transactions with hon-controlling interests to be recorded in equity
if there 1s no change n control and these transactions will ne longer
result In goodwill or gains and losses The amendments also
specify the accounting when control 1s lost, with any remaining
interest In the entity re-measured to far value, and a gain or loss Is
recogrised in income statement

On 1 January 2010, the Group and Company adopted
improvements to IFRS (2009), a collection of amendments to a
number of IFRSs The amendments to IFRS 2, IFRS 8, IAS 1, IAS 7,
IAS 18, IAS 39 and IFRIC 16 were apphied on a retrospective basis
and amendments to [FRS 5, IAS 36, IAS 38 and IFRIC & were
applied on a prospective basis None of these amendments had a
matenal iImpact on the Group's or Company's financial statements

On 1 January 2010 the Company retrospectively adopted an
amendment to IFRS 2 This amendment reguires the Company to
calculate the share options charge using the grant date fair value,
as the Company grants and settles share options directly with the
employaes of its subsidianies For each year, this charge 1s
considered to be a deemed Investment i and a concurrent
distribution by subsidiaries As a result there s an increase n
nvestment in subsicdianes offset by a concurrent distribution

from subsidiaries

Pricr period restatements
Details of prior penod restatements are set out In note 47

Basis of preparation

The consolidated financial statements have been prepared under
the historical cost convention, as modified by the revaluation of
cash-settled share based payments, avallable-for-sale assets, and
financial assets and labilites (including derwatives) at far value
through profit or loss The Company financial statements have
been prepared on an histoncal cost basis, as modified by cash
settled share based payments and the revaluation of financial
assets and habilities (inclucing denvatives} at far value through
profit or loss

The preparation of financial statements in conformity with adopted
IFRS requires the use of certain critical accounting estmates It
also requires management to exercise its judgment in the process
of applying the Group's accounting policies




1 Accounting policies continued

The accounting policies set out below have been appled
cansistently across the Group and to all periods presented in these
financial statements

Consolidation

Subsidiaries

Subsidiaries are all entities, Ingluding special purpose entities
(SPEs), over which the Group has the power to directly or indwectty
govern the financial and operating policies, generally
accompanying a shareholding of mare than one half of the veting
nghts Subsidianes are fully consolidated from the date on which
the Group effectively cbitains control They are de-consolidated
from the date that control ceases

SPEs are consolidated when the substance of the relationship
hetween the Group and its entity indicates contrel by the Group
Potential indicators of control include amongst others, an
assessment of risks and benefits in respect of the SPE's activities

The acguisition method of accouniing 1s used to account for the
acquisition of subsidiaries by the Group The cost of an acquisition
15 measured as the far value of the assets given, equity
instruments iIssued and habitties incurred or assumed at the date
of exchange, together with the fair value of any contingent
consideration payable The excess of the cost of acquisition over
the fair value of the Group's share of the identifiable net assets and
contingent labilities acquired 1s recorded as goodwill If the cost of
acquisition is less than the farr value of the net assets and
contingent llabilities of the subsidiary acquired, the difference 1s
recognised directly In the Income statement Where the fair values
of the identifiable net assets and contingent habilities acquired have
been determined provisionally, or where contingent or deferred
consideration 1s payable, adjustments ansing from their
subsequent finalisation are not reflected in the ncome statement if
(i) they anse within 12 months of the acquisition date and (1) the
adjustments anse from better information about conditons existing
at the acquisition date (measurement period adjustments) Such
adjustments are applied as at the date of acquisition and (f
applicable, pnor penod amounts are restated  All changes that are
not measurement penod adjustments are reported In Income other
than changes in contingent consideration not classified as financial
instruments, which are accounted for in accordance with the
appropriate accounting policy, and changes in contingent
conaideration classified as equity, which)s not remeasured

Inter-company transactions, balances and unrealised gains and
losses on transactions between Group companies are ehminated
In the Group accounts

Associates

Asscoiates are all entities over which the Group has the abiity to
significantly influence, but not control, the tinancial and operating
policies and procedures generally accompanying a shareholding of
between 20 per cent and 50 per cent of the voting nghts

Investments in associates are accounted for by the equsty method
of accounting and are initially recognised at cost

The Group's Investment in associates includes goodwill identified
on acquisition (net of any accurnulated impairment loss)

The Group's share of its associates’ post-acquisition profits or

losses I1s recognised in the iIncome statement, and (ts share of

post-acquistion moverments In other comprahensive Income s
recognised In reserves The cumulative post-acquisition

Ffinancial statements and notes

Notes lo the tinancid statements

movements are adjusted against the carrying amount of the
investment When the Group's share of losses in an associate
equals or exceeds its interest In the assaociate, ncluding any other
unsecured recevables, the Group does not recognise further
lossas, unless it has incurred obligations or made payments on
behalf of the associate

Unrealised gains and losses on transacions between the Group
and its associates are elminated to the extent of the Group’s
interest in the associates

Joint ventures

Interests in jointly controlled entties are recognised using
propaortionate consolidation whereby the Group’s share of the joint
venture's assets, labilities, Income and expenses are combined
Iine by line with similar tems in the Group’s financial statements

Investment in subsidianes, associates and joint ventures

In the Company's financial statements, investment In subsidiaries,
associates and joint ventures are held at cost less impairment and
dvidends from pre-acquisihion profits receved prior to 1 January
2009, 1f any

Foreign currency translation

Both the parent company financial statements and the Group
financial statements are presented in US dollars, which 1s the
presentation currency of the Group and the functional and
presentation currency of the Company

Transactions and batances

Foreign currency transactions are translated into the functienal
currency using the exchange rates prevailing at the dates of the
transactions Foreign exchange gains and losses resulting from the
settlement of such transacticns, and from the translation at
year-end exchange rates of monetary assets and labilities
dencminated m fareign currencies, are recognised in the income
statement Non-menstary assets and labilities are translated at
historical exchange rates If held at histoncal cost, or year-end
exchange rates If beld at fair value, and the resulting foreign
exchange gans and losses are recognised in aither the iIncome
statement or shareholders’ equity depending on the treatment of
the gain or loss on the asset or habibity

Group companies

The resuits and financial position of all the entities included n
the Group financial statemerits that have a functional currency
different from the Group's presentation currency are accounted
for as follows

* assets and liabiities for each balance sheet presented are
translated at the closing rate at the balance sheet date

* Income and expenses for each income statement are translated
at average exchange rates or at rates on the date of the
transaction where exchange rates fluctuate significantly

* all resulting exchange differences anising since 1 January 2004
are recognised as a separate component of equity

On consolidation, exchange differences arising from the translation
of the net investment in foreign entities, and of borrowings and
other currency instruments designated as hedges of such
Investments, are taken to other comprehensive ncome When a
forergn operation 1s sold or capital repatriated they are recogrised
n the income statement as part of the gan or loss on disposal

Goodwill and far value adjustments ansing on the acquisition of a
foreign entity are treated as assets and labilities of the foreign
entity and translated at the closing rate
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Notos lo the financial statements

1 Accounting policies continued
Intangible assets

Goodwill

Goodwill represents the excess of the cost of an acquisition over
the far value of the Group's share of the identifiable net assets and
contingent llabilities of the acquired subsidiary, associate or joint
venture at the date of acquisition Goodwill on acquisitions of
substdianes and joint ventures 1s included In Intangible assets
Goodwill on acquisitions of associates 1s included in lnvestments in
assoclates Goodwill included in ntangible assets is assessed at
each balance sheet date for mparment and carried at cost less
any accumulated imparrment losses Gans and losses on the
disposal of an entity include the carrying amount of goodwill
relating to the entity sold Goodwill 1s allocated to cash-generating
units for the purpose of mparment testing Cash generating uruts
represent the lowest level within the Group at which the goodwill 1s
monitared for internal management purposes These are smaller
than the Group’s reportable segments {as set out In note 2) as the
Group views Its reportable segments on a global basis Note 25
sets out the major cash-ganerating units to which goodwill has
been altocated

Acquired intangibles

At the date of acquisition of a subsidiary or associate, Intangible
assets that are deemed separable and that anse from contractual
or other legal rights are capitalised and included within the net
dentifiatzle assets acquired These intangible assets are initally
measured at fair value, which reflects market expectations of the
probability that the future economic benefits embodied in the asset
will ftow to the entity, and are amortised on the basis of their
aexpected useiul ives (4 to 16 years) At each balance sheet date,
these assetls are assessed for indicators of mparment In the
event ihat an asset's carrying amount 1s determined to be greater
than its recoverable amount, the asset 1s written down immediately

Computer software

Acquired computer software licences are capitalised on the basis
of the costs incurred to acquire and bring to use the specific
software Costs associated with the development of software are
capitalised where it 1s prabable that it will generate future economic
benefits N excess of its cost Computer software costs are
amortised on the basis of expected useful Iife (three to five years)
Costs assocrated with maintaiming software are recognised as an
expense as ncurfed At each balance sheet date, these assets are
assessed for ndicators of impairment [n the event that an asset s
canying amount is determined to be greater than its recoverable
amount, the asset I1s written down immediately

Property, plant and equ:pment

Land and buidings comprise manly branches and offices All
property, plant and equipment 1s stated at cost less acocumulated
depreciation and impairment losses Cost Includes expenditure
that 1s directly attributable to the acquisition of the assets

Subsequent costs are included m the asset’s carrying amount

or are recognised as a separaie asset, as appropnate, only when
it 1s probable that futlure economic benefits associated with the
iterm will flow to the Group and the cost of the item can be
measured reliably All other reparrs and maintenance are charged
to the Income statement during the tinancial penod In which they
are incurred
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Freehold land 1s not depreciated aithough it 1s subject to
impairment testing Depreciation on other assets 1s calculated
using the straight-line methed to allocate their cost to therr residual
values over ther estimated useful lives, as follows

Buildings up to 50 years

Leasehold improvements Iife of lease up to 50 years

Equipment and motor vehictes three to 15 years

Aircraft up to 25 years

The assets’ residual values and useful lives are reviewed, and
adusted if appropriate, at each balance sheet date At each
balance sheet date, assets are also assessed for indicators of
impairrment In the event that an asset's carrying amount s
determined to be greater than its recoverable amount, the asset 1S
written down immediately to the recoverable amount

Gains and losses on disposals are included in the Income
statement

Leases

Where a Group company Is the lessee

The leases entered into by the Group are primanly operating
leases The total payments macie under operating leases are
charged 1o the ncome statement on a straight-ine basis over the
period of the lease

When an operating lease is termnated before the lease pericd has
expired, any payment required to be made to the lessor by way of
penalty 1S recognised as an expense in the period in which
termination takes place

Where the Group Is a lessee under finance leases, the leased
assets are capitalised and included in Property, plant and
equipment with a correspending lability to the lessor recognised in
Other habilities Finance charges payable are recognised over the
period of the lease based on the interest rate implcit in the lease to
give a constant percdic rate of return

Where a Group company s the lessor

When assets are leased to customers under finance leases, the
present value of the lease payments 1s recognised as a receivable
The difference between the gross recevable and the present value
of the recevable I1s recogrised as unearned finance Income Lease
ncome (s recognised over the term of the lease using the net
investment methad (before tax), which reflects a constant pencdic
rate of return ignaring tax cash flows

Assets leased to customers under operating leases are included
within Property, plant and equipment and depreciated over their
useful lves Rental income cn these leased assets 1s recagnised in
the Income statementi on a straight-line basis unless another
systematic basis 1s more representative




1 Accounting policies continued

Cash and cash equivalents

For the purposes of the cash flow statemant, cash and cash
equivalents compnse cash, on demand and overnight balances
with central banks {unless restncted) and balances with less than
three months maturnity from the date of acquisition, including
treasury bills and cther eligble bills, loans and advances to banks,
and short-term government secunties

Provisions

Prowisions for restructuring costs and legal claims are recognised
when the Group has a present legal or constructive obligation as a
result of past events, it 15 more likely than not that an outflow of
resources will be required to settle the obligation and the amount
can be reliably estmated

Employee benefits

Pension obligations

The Group operates a number of pension and other
post-retrement benetit plans around the world, Including defined
contribution plans and defined benefit plans

For defined contribution plans, the Group pays contributions to
publicly er privately administered pension plans on a mandatory,
contractual or voluntary basis, and such amounts are charged to
operating expenses The Group has no further payment obligations
once the gontributions have been paid

For funded defined benefit plans, the labity recognised in the
balance sheet Is the present value of the defined benefit abligation
at the balance sheet date less the fair value of plan assets For
unfunded defined benefit plans the labiity recognised at the
balance sheet date Is the present value of the defined benefit
abhgaton The defined benefit obiigation 15 calculated annually by
ndependent actuanes using the projected urit method The
present value of the delined benefit cbligation 1s determined by
discounting the estimated future cash outflows using an interest
rate equal to the yield on high-qualty corporate bonds that are
denominated in the currency In which the benefits will be paid, and
that have a term to matunity approximating to the term of the
related pension habilty

Actuarial gans and losses that anse are recegnised In
sharehoiders’ equity and presented In the statement of other
comprehensive income In the penod they anse Past service costs
are recognised mmediately to the extent that bengfits are vested
and are otherwise recognised over the average period until benelits
are vested on a straight-line basis Current service costs and any
past service costs, together with the unwinding of the discount on
plan liabilities, offset by the expected retun on plan assets where
applicable, are charged to cperating expenses

Share-based compensation

The Group operates equity-settied and cash-settled share-based
compensation plans The far value of the employee services
recenved in exchange for the grant of the cptions is recognised as
an expense

For equity-settled awards, the total amount to be expensed over
the vesting period 1s determined by reference to the fair value of the
options granted, which excludes the impact of any non-market
vesting conditians {for example, profitability and growth targets)
The fair value of eguity nstruments granted i1s based on market
prices, If available, at the date of grant In the absence of market
prices, the far value of the instruments 1s estimated using an
appropriate valuation technique, such as a binomial option pricing
model Non-market vesting conditions are included in assumptions

Financial statements and notes
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about the number of options that are expected to vest At each
batance sheet date, the Group revises Its estimates of the number
of options that are expected to vest It recogmises the impact of the
revision of original estimates, if any, in the ncome statement, and a
corresponding adjustment to equity over the remaining vesting
pencd Forfeitures prior to vesting attributable to factars other than
the fallure to satisfy a non-market vesting condition are treated as a
cancellation and the remaming unamortised charge (s debited to
the iIncome statement at the ime of cancellation

The proceeds received net of any directly attributable transaction
costs are credited to share capital (nominal value) and share
premium when the cptions are exercised

Cash-settled awards are revalued at each balance sheet date and
a llability recognised on the balance sheet for all unpad amounts,
with any changes n fair value charged or credited to staff costs in
the Income staterment Where forteitures occur pnor to vesting that
are attributable to factors other than a fallure to satisty
market-based performance conditions, the cumulative charge
incurred up to the date of forfeiture 1s credited to the Income
statement

The Company records the value of the equity settled awards
as a deemed nvestment in subsichanes Any revaluation related
to cash-settled awards 1s recorded as an amount due from
subsidiary undertakings

Taxation

Deferred tax 1s provided in full, using the lability methodi, on
temporary differences ansing hetween the tax bases of assets and
llabilities and ther carrying amounts In the consolidated financial
statements Deferred income tax 1s determined using tax rates {and
laws) that have been enacted or substantially enacted as at the
halance sheet date, and that are expected to apply when the
related deferred iIncome tax asset s realised or the deferred
Income tax hability 1s settled

Deferred tax assets are recognised where it 1s probable that future
taxable profit will be available against which the temporary
differences can be utiised

Income tax payable on profits 1s based on the apphcable tax law In
each junsdiction and 1s recognised as an expense n the period in
which profits anse The tax effects of Income tax losses avallable
for carry forward are recognised as an asset when it 1s probable
that future taxable profits will be avalable agamnst which these
losses can be utihsed

Current and defarred tax relating to items that are charged or
credited directly to equity, 1s credited or charged directly to equity
and 1s subsequently recognised in the income statement together
with the current or deferred gain or loss

Borrowings held at amortised cost

Borrowings are recagnised inally at far value, being theirissue
proceeds (far value of consideration receved) net of directly
attribuiable transaction costs incurred Borrowings are
subsequently stated at amortised cost, with any difference
between proceeds net of directly attributable transaction costs and
the redemption value recognised in the Income statement over the
penad of the borrowings using the effective interest method

Preference shares that carry a mandatory coupon that represents
a market rate of interest at the 1ssue date, or which are redeemable
on a specific date or at the option of the shareholder
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Notas {o the tnancial slatements

1 Accounting polictes continued
Borrowings held at amortised cost continued

are classified as tnancial labilites and are presented in other
borrowed funds The divdends on these preference shares are
recognised in the Income statement as interest expense on an
amortised cost basis using the effeciive interest method

If the Group purchases its own debt, it 1s removed from the
batance sheet, and the difference between the carrying amount of
the kability and the consideration paid s Included in Other iIncome

Share capital

Incremental costs directly atinbutable to the ssue of new shares
or ophions are shown n equity as a deduction, net of tax, from
the proceeds

Dvdends on ordinary shares and preference shares classified
as equity are recognised n equity in the penod in which they
are declared

Where the Company or other members of the censolidated Group
purchases the Company s equity share capital, the consideration
paid i1s deducted from the total shareholders’ equity of the Group
and/or of the Company as treasury shares unti they are cancelled
Where such shares are subsequently sold or reissued, any
constideration received 1s iIncluded in shareholders’ equity of the
Group and/or the Company

Fiduciary activities

The Group commonly acts as trustee and in other fiduciary
capacities that result in the holding or placing of assets on behalf
of individuals, trusts, retirement benefit plans and other institutions
The assets and income arising thereon are excluded from these
financial statements, as they are nct assets of the Group

Financial assets and habilities (excluding denvatives)

The Group classifies its inancial assets into the following
measurement categories a) financial assets held at far value
through proht or loss, b) koans and receivables, ¢) held-to-matunty
and avalable-for-sale Financial labiities are classified as ether
held at far value through profit or loss, or at amortised cost
Management determines the classification of its financial assets
and labiities at initial recognition or, where appropriate, at the time
of reclassification

{a) Financial assets and liabilities held at fair value through profit
or loss

This category has two sub-categories fimanciat assets and

habiities held for trading, and those designated at {ar value

through profit or loss at inception A financial asset or labiity 1s

classified as trading if acquired principally for the purpose of selling

n the short term

Financiat assets and liabiliies may be designated at far value
through protit or loss when

the designation eliminates or significantly reduces a
measurement or recognition inconsistency that would otherwise
anse from measunng assets or labilities on a different basis, or

s a group of financial assets and/or habilities 1s managed and its
performance evaluated on a fawr value basis, or

* the assets or habiities inctude embedded dernvatives and such
denvatives are required to be recognised separately

(b} Loans and receivables
Loans and recewvables are non-denvative financial assets with fixed
or determinable payments that are not quoted n an active market

15¢  Stindatd Chantered Andnial Fepart 2010 www standal tichdl i ed eom

and 1t 1s expected that substationally all of the iniial iInvestment wil
be recovered, other than because of credit deterioration

{c) Held-to-matunty

Held-to-matunty assets are non-denvative financial assets with
fixed or determinable payments and fixed maturdies that the
Group's management has the positive Intention and ability 1o hold
to matunty

{d) Avallable-for-sale

Avarlable-for-sale assets are those non-dernvative financial assets
intended to be held for an indefinte pertod of time, which may be
sold in response to iquidity requirements or changes in interest
rates, exchange rates, commodily prices or equity prices

Further details on the application of these palicies I1s set out in
note 15

Initial recognition

Purchases and sales of tinancial assets and liabilities held at far
value through profit or loss, and financial assets classified as
held-to-matunty and availlable-for-sale are initially recognised on
trade-date (the date on which the Group commits to purchase or
sell the asset) Loans are recoghised when cash 1s advanced to the
borrowers Financial assets and financial labilities are initially
recognised at far value plus, for those financial assets and labilities
not carried at fair value through profit and loss, directly attnbutable
transaction costs In those cases where the intially recognised fair
value I1s based on a valuation model that uses inputs that are not
cbservable in the market, the difierence between the transaction
price and the valuation model 1s not recognised immediately in the
ncome statement The difference 1s amortised to the income
statement untl the Inputs become observable, or the transaction
matures or 1s terminated

Subsequent measurement

Financial assets and labiities held at fair value through profit
or loss are subsequently carried at far value, with gains and
losses anising from changes in far value taken directly to the
Income statement

Avallable-for-sale financial assets are subsequertly carried at fair
value, with gans and losses ansing from changes m farr value
taken to a separate component of equity until the asset 1s sold, or
1s impaired, when the cumulative gain or loss 1s transferred to the
Incoms statement

The farr values of quoted financial assets or financial habiities n
active markets are based on current prices If the market for a
financial asset or financial lability 1s not active, and for unhsted
secunties, the Group establishes farr value by using valuation
techrniques These include the use of recent arm s length
transactions, discounted cash flow analysis, option pricing
models and other valuation techniques commonly used by
market participants

Loans and receivables and held-to-matunty financial assets
are subsequently camed at amortised cost using the effective
nterest method

Reclassifications

Reclassifications of financial assets, other than as set out below,
or of financial llabilities between measurement categories are not
permitted following initial recognition

Held for trading non-denvative financial assets can only be
transferred out of the held at farr value through profit or loss




1 Accounting policies continued

category in the folowing circumstances to the avallable-for-sale
category, where, In rare circumstances, they are no longer held for
the purposs of selling or repurchasing in the near term, or to the
loan and recevables category, where they are no longer held for
the purpose of selling or repurchasing in the near term and they
would have met the definition of a loan and recevable at the date
of reclassification and the Group has the intent and ability to hold
the assets for the foreseeable future or unil matunty

Financial assets can only be transferred out of the available-for-sale
category to the loan and recewvables category, where they would
have met the definition of a loan and recevable at the date of
reclassification and the Group has the intent and ability to hold the
assets for the foresesable future or untik maturity

Held-to-maturity assets must be reclassified to the
avallable-for-sale category if the portfolio becomes tanted
following the sale of other than an insignificant amount of
held-to-maturity assets prior to their matunty

Financial assets are reclassihed at ther tar value on the date

of reclassiication For financial assets reclassified out of the
avallable-for-sale category into loans and receivables, any gain

or loss on those assets recognised In shareholders’ equity prior

to the date of reclassification 1s amertised o the ncome statement
over the ramaining Ife of the financial asset, using the effective
Interest method

Renegotiated loans

Loans whose anginal terms have been modified are considered
ranegotiated loans If the renegotiations are on terms that are
not consistent with those readily avalable on the market, this
provides objective evidence of imparment and the lean 15
assessed accordingly

Derecogniticn

Financial assets are derecognised when the nights to receive
cash flows from the financial assets have expired cr where the
Group has transferred substantially all risks and rewards of
ownership f substantially all the nsks and rewards have been
neither retained nor transferred and the Group has retamed
control, the assets continue to be recognised to the extent

of the Group's continuing Involvement Financial hatilites are
derecognised when thay are extinguished

Income recognition

For avallable-for-sale assets and financial assets and habilities held
at amortised cost, interest iIncome and interest expense I1s
recognised using the etlective interest method

Gains and losses ansing from changes in the far value of
financial Instruments at farr value through profit or loss are
included n the Income statement n the penod in which they
arise Contractual Interest income and expense on financial
instruments held at fair value through profit or loss s recognised
within net interest income

Gamns and losses ansing from changes n the far value of
avallable-for-sate financial assets, other than foreign exchange
gains and losses from menetary items, are recognised directly in
equity, until the financial asset 1s derecognised or smpaired at
which time the cumulative gain or loss previously recognised in
equity 1s recognised in profit or loss

Divdends on equity instruments are recognised in the Income
statement wittin Other income when the Group's nght to receve
payment 15 established

Financial statements and notes

Notes tothe tnancid statements

Impairment of financial assets

The Group assesses at each balance sheet date whether there is
objective evidence that a iinancial asset or group of financial assets
15 mpared A financial asset ar a group of financial assets 1s
imparred and impairment losses are incurred If, and only ff, there s
objective evidence of mpairment as a result of one or more events
that occurred after the mitial recognition of the asset (a loss event),
and that loss event {or events) has an mpact on the estimated
future cash flows of the financial asset or group of financial assets
that can be relably estimated

The following factors are considered in assessing objective
evidence of impairrment

* whether the counterparty 15 in default of principal or
Interest payments

* a counterparty files for bankruptcy protection {or the local
equivalent) where this would avoid or delay repayment of
Its obhgation

» the Group files to have the counterparty declared bankrupt or
files a similar crder 1N respect of a credit obligation

* the Group consents to a restructunng of the obligation, resulting
in a diminished financtal obligation, demonstrated by a materiat
forgweness of debt or postponement of scheduled payments

* the Group sells a cradit obligation at a matenal credii-related
economic loss, or

e there 1s observable data indicating that there 1s a measurable
decrease n the estimated future cash flows of a group of
financial assets, althcugh the decrease cannot yet be identified
with specific ndividual financial assets

Assets carried at amortised cost

The Group first assesses whether objective evidence of impairment
exists indwdually for financial assets that are indwvidually significant,
and individually or collectively for flnancial assets that are not
individually significant

If the Group determines that no objective evidence of impairment
exists for an ndwvidually assessed financial asset, whether
significant or not, it includes the asset in a group of financial assets
with similar credit risk characteristics and collectively assesses
thern for iImparment Assets that are individually assessed for
imparment and for which an impairment loss 1s or continues

to be recognised, are not included in a collective assessment

of impairment

it there 1s objective evidence that an imparment lcss on a toan and
receivable or a held-to-maturity asset has been incurred, the
amount of the loss ts measured as the difterence between the
asset’s carrying amount and the present value of estimated future
cash flows (excluding future credit losses that have not been
incurred), discounted at the asset’s onginal effective interest rate
['he carrying amount of the asset 1s reduced through the use of an
allowance account and the amount of the loss 1s recognised In the
income statement If a loan and receivable or held-to-matusnty
asset has a vanable interest rate, the discount rate for measuring
any Imparment loss i1s the current effective interest rate determined
under the contract As a practical expedient, the Group may
measure impairrment on the basis of an instrument’s far value
using an observable market price

The calculation of the present value of the estimated future cash
flows of a collateraksed financial asset reflects the cash flows that
may result from foreclosure, less costs for obtaining and selling the
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1 Accounting policies continued
Assets carned at amortised costs continued

collateral, whether of not foreclosure 1s probable For the purposes
of a collective evaluation of Impairment, financial assets are
grouped on the basss of simdar credit risk charactenstics (e on
the basis of the Group's grading process, which considers asset
type, industry, geographic location, collateral type, past-due status
and cther relevant factors} These characteristics are relevant 1o the
estimation of future cash flows for groups of such assets being
indicative of the debtors’ ability to pay all amounts due according
to the contractual terms of the assets being evaluated

Future cash flows In a group of financial assets that are collectively
evaluated for iImpairment are estmated on the basis of the
histonical loss experience for assets with credit risk charactenstics
similar to those n the group Historical loss experience s adjusted
on the basis of current cbservable data to reflect the effects of
current conditions that did not affect the period on which the
histortcal loss experience s based, and to remove the effects of
conditions in the histoncal peried that do not exist currently

lo the extent a joan Is Irrecoverable, i 1s written off against the
refated provision for loan impairment Such loans are writien off
after all the necessary procedures have been completed, n1s
decided that there 1s no realistic probability of recovery and the
amount of the loss has been determined Subsequent recoveries
of amounts previously written off decrease the amount of the
proviston for loan imparment in the tincome statement If, n a
subsequent period, the amount of the impairment loss decreases
and the decrease can be related objectively to an event occurring
after the impairment was recognised (such as an improvement in
the debtor's credit rating), the previously recognised impairment
loss 1s reversed by adjusting the allowance account The amount
of the reversal 15 recognised in the iIncome statement

Further details on the application of these policies I1s set out In the
Risk review on pages 60 to 62

Available-for-sale assets

A significant or prolonged decline in the fair value of an equity
securnty below ts cost 1s considered, amengst cther factors, n
assessing objective evidence of mparment for squity secuntes
Where objective evidence of impairment exists for available-for-sale
financial assets, the cumulative toss [measured as the difference
between the amortised cost and the current fair value, less any
impairment loss on that financial asset previously recognised in the
income statement) 1s removed from equity and recognised in the
income statement [f, In a subsequent period, the far valug of a
debt Instrument classiked as avaiable-for-sale increases and the
Increase can be objectively related te an event occurring after the
impairment loss was recognised, the imparment loss 1s reversed
through the Income statement Imparment losses recognised N
the Income statement on equity Instruments are not reversed
through the Income statement

Denvative financial instruments and hedge accounting
Denvatives are categonsed as trading unless they are designated
as hedging mstruments

Denvative contracts are Initially recognised at fair value on the date
on which a denvative contract is entered into and are subsequently
remeasured at therr far value Far values may be obtamned irom
quoted market prices in active markets, recent market
transactions, and valuation techniques, Including discounted cash
flow models and option pricing models, as appropnate Further
details of these techniques are set out In note 15 Where the iniially
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recognised far value of a dervative contract s based on a
valuation model that uses inputs that are not observable in the
market, it follows the same Initial recognition accounting policy as
{or other financial assets and llabiities All dervatives are carnied

as assets when fair value 1s positive and as habilities when farr value
15 negative

Certain derivatives embedded in ather financial Instruments, such
as the conversion option In a convertible bond held, are treated as
separate dervatives when therr economic characteristics and nisks
are not closely related to those of the host contract and the host
cantract 1s not carried at {ar value through profit or loss These
embedded derwvatives are measured at far value with changes i
fair value recognised n the income statement

The method of recognising the resulting fair value gain or loss
depends on whether the dervative 1s designated as a hedging
instrument, and it so, the nature of the item being hedged 1he
Group designates certain derivatives as either (1) hedges of the farr
value of recognised assets or hiabilities or firm commitments (faw
value hedge), (2) hedges of highly probable future cash flows
attributable to a recognised asset or hability, or a forecast
transaction [cash flow hedge), or {3) hedgas of the net investment
of a foreign operation (net investment hedges) Hedge accounting
is used for dervatives designated in this way provided certain
critena are met

The Group and Company documents, at the inception of the
transaction, the relationship between hedging instruments and
hedged items, as well as its nsk management objective and
strategy for undertaking vancus hadge transacticns The Group
also documents its assessment, bath at hedge inception and on
an ongoing basis, of whether the denvatives that are used in
hedging transactions are highly effective in offsetting changes in
far values or cash flows of hedged items

(a) Farr value hedge

Changes in the fair value of derwatives that are designated and
qualify as far value hedging instruments are recorded in the
Income statement, together with any changes n the fair value of
the hedged asset or lability that are attnbutable to the hedged rnisk
If the hedge no longer meets the criteria for hedge accounting, the
adjustment to the carrying amount of & hedged tem for which the
effective Interest method s used 1s amortised to the ncome
staternent over the pericd to matunty or derecognition

(b) Cash flow hedge

The effective portion of changes i the far value of derivatives that
are designated and quality as cash flow hedging instruments 1s
recognised in equity | he gain or loss relating to the ineffective
portion Is recognised immedadiately in the income statement

Amounts accumulated in equity are recycled to the ncome
staternent in the pericds in which the hedged tem atiects profit
or loss

When a hedging instrument expires or is sold, or when a hedge no
longer meets the critena for hadge accounting, any cumulative gain
or loss existing n equity at that time remains in equity and is
recognised when the forecast transaction 1s ultimately recogrised
in the Income statement When a forecast transaction 1s no longer
expected to occur, the cumulative gatn or loss that was reported n
equity is immediately transferred {0 the iIncome statement




1 Accounting policies continued

Derwvative financial iInstruments and hedge accounting
continued

(c} Net investment hedge

Hedges of net investments In foreign operations are accounted for
similarly to cash flow hedges Any gam or loss on the hedging
instrurnent relating to the effective portion of the hedge 1s
recogrised n the translaticn reserve, the gain or loss relating to the
ineffective portion is recognised immedliately in the income
statement Gains and losses accumulated in equity are included in
the income statement when the forexgn operation s disposed of

Further details on the application of these policies are set out n
note 17

Dernwatives that do not quality for hedge accounting

Changes In the fair value of any denvative instrument that does not
qualiy for hedge accounting are recognised immediately in the
income statement

Offsetting financial instruments

Financial assets and labiities are offset and the net amount
reported in the balance sheet when there 1s a legally enforceable
nght to offset the recognised amounts and there 1s an intention
to settle on a net basis, or to realise the asset and settle the
lrability simultaneously

Sale and repurchase agreements

Securities sold subject to repurchase agreements (repos) remain
on the balance sheet, the counterparty hability 1s included n
deposits by banks, or customer accounts, as appropriate
Securtes purchased under agreements to resell [reverse repos)
are recorded as loans and advances to other banks or customers,
as approprate The difference between sale and repurchase price
Is treated as nterest and accrued over the life of the agreements
using the effective interest method

Secunities lent to counterparties are also retained in the financial
statements Securities borrowed are not recognised (n the financial
statements, unless these are sold to third partigs, in which case
the purchase and sale are recorded with the gain or loss included
in trading income

Interest income and expense
Interest Income and expense I1s recognised In the ncome
statement using the effective interest method

The effective Interest methed 1s a method of calculating the
amortised cost of a financial asset or a financial hability and of
allocating the interest Income or nterest expense over the relevant
pernod The effective interest rate 1s the rate that discounts
estimated future cash payments or receipts through the expected
Iife of the financial Instrument or, when appropriate, a shorter
penod, to the net carrying amount of the financial asset or financial
latulity When calculating the effective interest rate, the Group
estimates cash flows considernng all contractual terms of the
financial instrument (for example, prepayment options) but dees
not consider future credit losses The calculation includes all fees

Financial statements and notes

Notes to1he inancial statements

paid or received between parties to the contract that are an
integral part of the effective interest rate, transaction costs and all
other premiums or discounts

Where the estimates of cash flows have been revised, the carrying
amount of the financial asset or lability i1s adjusted to reflect the
actual and revised cash flows, discountad at the instruments
onginal effective interest rate The adjustment is recognised as
Interest Income or expense N the pericd In which the rewision

1s made

If the financial asset has been reclassified, subsequent increases in
the estimates of future cash receipts as a result of increased
recoverability are recognised as an adjustment to the effective
interest rate from the date of the change In estimate

Once a financial asset or a group of similar financial assets
has been written down as a result of an Impairment loss,
interest income 1s recognised using the rate of interest used
to discount the tuture cash flows for the purpose of measuring
the Impairment [0ss

Fees and commissions

Fees and commissions are generally recognised on an accrual
basis when the service has been provided or significant act
performed Loan syndication fees are recognised as revenue when
the syndication has been completed and the Group retaned no
part of the lcan package for itself, or retained a part at the same
effective nterest rate as for the cther participants Portiolio and
other management advisory and service fees are recognised
based on the applicable service contracts, usually on a
tme-apporticnate basis
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2 Segmental Information

The Group 1s organised on a worldwide basis for management and
reparfing purposes Into two main business segments Consumer
Banking and Wholesale Banking The products offered by these
segments are summansed under ‘Income by product’ below The
businesses’ focus is on broadening and deepening the relabonship
with customers, rather than maximising a particular praduct line
Hence the Group evaluates segmental performance based on
overall profit or loss before taxation (excluding corporate items not
aflacated) and not individual product profitalbulity Product revenue
information 1s used as a way of assessing customer needs and
trends In the market place The strategies adopted by Consumer
Banking and Wholesale Banking need to be adapted to local
market and regulatory requirements, which 1s the responsibility of
country management teams While not the primary driver of the
businass, country performance I1s an important part of the Group's
matnx struciure and s also used to evaluate performance and
reward staff Corporate items not allocated are not aggregated into

By class of business

the businesses because of the cne-off nature of these items

The Group's entity-wide disclosure comprises geographic areas,
classified by the location of the customer, except for Financial
Market products, which are classified by the location of the dealer

Transactions between the business segments and geographic
areas are carned out on an arms length basis Apart from the
entibies that have been acquired In the last two years, Group
central expenses have been distributed between the business
segments and geographic areas in propertion to their direct costs,
and the benefit of the Group’s capiial has been distributed
between segments in proportion o ther average nsk weighted
assets In the year i which an acquisition 1s made, the Group does
not charge or allocate the benefit of the Group’s capital The
distribution of central expenses i1s phased in over two years, based
on the estimate of central management costs assaciated with

1he acquisition

2010 2006
Total Corporate lotal Corporata
Consumer Wholesale reportable i1tems not Consuner  Wholesate reportable ems not

Banking Banking segments allocated? Total Banking Banking  segments  allocatad? Total

$million Smulion Smillion $milhon Smillien Smilion Smilon Salion Srmilion $inllicn
Internal Income (28) 28 - - - (55) 55 - - -
Net nterest ncome 4,066 4,404 8,470 - B,470 3876 3747 7623 - 7623
Other income 2,041 5,547 7.588 4 7.592 1808 5489 7,207 264 7 561
Cperating iIncome 6,079 5,979 16,058 4 16,062 5629 9291 14,920 264 15184
Operating expenses (4,176) (4,840) {9,016} (7} {9,023) (3,709) (4,185) (7894) (58) {7.952)
Operating profit before
impairment losses and
taxation 1,903 5,139 7,042 3) 7,039 1,920 5108 7,026 206 7232
Impairment losses on loans
and advances and other
credit nsk provisions (578) (305) {883) - (883) (1.052) {948) (2 000) - {2 000)
Other mpairment {12} {64) (76) - (76} A} 82) 83} (19 (102)
Profit from associates - - - 42 42 - - - 21 21
Profit before taxation 1,313 4,770 6,083 39 6,422 - 867 4 078 4,943 208 5151
Total assets employed 125,689 389,197 514,786 1,756 516,542 103534 331,306 434,840 1,813 43B.853
Total habilities employed 160,991 315,540 476,531 1146 477,677 144167 283,571 407738 985 408,733
Other segment 1tems
Capital expenditure® 249 816 1,065 - 1,065 160 901 1,061 - 1061
Depreciation 163 166 329 - 329 161 151 32 - 312
Investment in associates - - - 631 631 - - - 514 514
Amortisation of intangible
assets 83 147 230 - 230 71 137 208 - 208
' nchudes capital experdibarg in Wholesale Banking of $498 mithon n respect of opersling lease assets {31 Decembaer 2009 $830 milion)
i [elates to UK payrdl Llax gams on change in controd  arwd the Groap s share of psolil Irom assocates

' Refates to gan on buy back of subordinated debt disposal of businesses, UK paytoll lax impainment of associsles and olher steategie wvestments and the Group s shaie of profit

hom assocates
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Notes 1o 1he financial statements

2 Segmental Information continued

The following table details entity-wide operating income by product

2010 2009
$million $rrullion

Consumer Banking
Cards, Personal Loans and Unsecured Lending 2,044 1,992
Wealth Management 1,138 921
Deposits 1,202 1314
Mortgage and Auto Finance 1,513 1,244
Cther 182 161
Total operating mcome by product 6,079 5628

Wholesale Banking
Lending and Portfollc Management 868 849
Trade 1,467 1289
Cash Management and Custody 1,303 1,248

Global Markets

Financial Markets 3,303 3,311
Asset and Liability Management (ALM} 812 963
Corporate Finance 1,710 1204
Pnncipal Finance i 337
6,341 5605
Total operating income by product 9,979 929

Entity-wide information

By gaography
The Greup manages its reportable business segments on a global basis The operations are based in eight man geographic areas The
UK)is the home country of the company

2010
Asia Pacific
Middle

Other East & Americas

Hong Asia Other UK &
Kong Singapore Korea Pacific India S Asla Africa Eurcpe' Total
$millton $million $Smillion Smillion Smilhion $million Smillion Smithon $Smillion
Internal Income 5 47 (49) 64 349 2 82 (4086) -
Net interest income 1,229 907 1,158 1,833 767 1,145 517 914 8,470

Fees and commissions Income

net 700 400 233 737 464 589 359 756 4,238
Net trading income 521 367 293 340 267 343 263 183 2,577
Other operating Income 45 ihR! 63 191 181 88 25 73 777
Operating income 2,500 1,738 1,698 3,165 2,028 2,167 1,246 1,520 16,062
Operating expenses (1,355) (986) (1,080) {1,970} (749) (995) {653) {1,235) (9,023)

Operating profit before

impairment losses and

taxation 1,145 752 618 1,195 1,279 1,172 593 285 7,039
Impairment losses on loans and

advances and other credit nisk

provisions (43) (33) (226) (152) {(79) (302} (24) (29) (883)
Other mpaiment 1 1 {4} {2) (3) (29) (10} (28) (76)
Profit from associates - - - 42 - - - - 42
Profit before taxation 1,103 718 388 1,083 1,197 841 559 233 6,122
Capital expendrture? 23 286 60 74 38 18 57 509 1,065

t Amencas UK & Europe wc Judes operaling mcome of $739 million £y respect ot the UK the Company s country of donuole

7 Irv hudes capital expenditure n Amencas UK and Cuiope of $498 milllon i respect ol operating [ease assets Ohr capial expendiiure comprises additions toproperty and eqrepine il
{nole 26) and sotware ralated nlangbles (ote 26) ncluchng any post of quisidion adikbonss inade by the acaguied cntilies

www standardchartered com Standard Charlered Arnual Ropoet 2010 155




Notes le the inancal statements

2 Segmental Information continued

2009
Asia Pacitic
Other Midd e East Amercas
Hong Asia & Other UK &
Kong Singapore Kotea Pacitlc Incha S Asia Alnca Europe’ Tolal

Smillion Simitton Srmilhon Smilion Smillion Srmilhon Smifion Srillion Smullion
Internal ncome 14 (18} 62) 43 195 42) 39 {169) -
Net interest ncome 1308 782 908 1,505 724 1134 491 77N 7623
Fees and commissions income
net 542 231 187 502 546 494 320 488 3,370
Net frading income 456 357 322 502 259 356 221 417 2890
Other operating income 50 180 199 336 89 136 iB 293 1301
Operating income 2,370 1592 1,554 2888 1813 2078 1,089 1800 15,184
Operating expenses (1,168) (801) 953) (1,778) B71) (891) (553) (1,237) (7,952)
Operating profit before
impairment losses and
taxation 1202 791 801 1110 1242 1187 536 583 7232
Impairment losses on loans and
advances and other credit nsk
Provisions (145) (37) 278) (395) 201) 811) 59) (79) (2 000)
Other imparment 10 40 ) 26 19 (10) - (108) (102)
{Loss)/profit from associates (5) - - 29 - - - 3) 21
Profit before taxation 1,062 714 322 770 1,080 366 482 375 5151
Capital expenditure? 24 164 83 32 49 19 37 673 1,061

t Ameicas UK & Ewope indwdes operating incotne of S967 nudlion morespect of Ihe UK the Cormpany s coudy ol dormicle
7 nchudes capial expendilure n Atneiicas UK andd Europe of $63¢ million n respect of operaling lease assots Other capital expenditise compiises addiions 1o propet ty and equipanent
nole 26) axd software relaled ntangibdes note 25) including arty post acqusiion addiions made by the acqured entihies

Net interest margin and yield

2010 20089
Smillion Snulhon
Net interest margin (%) 22 23
Net Interest yiekd (%) 21 21
Average Interest earning assets 383,359 328,688
Average Interest beanng habilities 347,058 298 365
Net interest margin by geography
2010
Asia Pacific
Other Middle East Americas Intra=-
Hong Asia & Cther UK & group/
Kong Singapore Korea Pacific India 8 Asia Africa Europe' tax assets Totot
Smillion Srmallion Smdhen $millicn $million Smillion Smillion Smillion Ssmithon $million
Total assets employed 102,674 82,007 63,936 101,915 39,631 48,028 15,944 117916 (55,509) 516,542
Average interest-eamning
assets 81,975 55,630 55,505 79,634 28,798 31,318 12,543 76,774  (38,718) 383,359
Net interest income 1,272 821 1,099 1,885 965 1,172 598 658 - 8,470
Net interest margin (%6) 16 15 20 24 34 37 48 09 - 22
t Amenicas UK & Ewope mcludes ol assels emnployed of $75 930 il ntospect of the UK the Compary s «onniry of domicile
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2 Segmental Information continued

Net interest margin by geography

Financial statements and notes

Noles toihe financd slatemerds

2000
Asia Pacific
Othar Middle East Amernicas
Hong Asgia & Othar UK & Intra group/
Kong  Singapore Korea Paulfic Incha S Asia Afnca Ewopa'  taxassels Total
Symillion $million Srrullion Srnlllion $million Seniflion $milhion $rithion Similhion $million
Total assets employed 61,739 62137 63 222 83,1H N9 44,275 13633 91149 (44,412) 4368653
Average interest-earning
assels 75,844 44 739 46 898 65,602 23,375 29,717 11 099 63,951 (32537) 328688
Net interest income 131 742 841 1,539 899 1114 532 615 - 7623
Net interest margin (%) i8 17 18 23 38 37 48 10 - 23
1 Arnenc 15 UK & Eiropt nmdudes 1olal assels «mployed of $76 541 millon n resprec 1 of the UK The Company s countty «f donieile
3 Interest income
2010 2009
$million Smillion
Balances at central banks 17 6
Treasury bills 674 656
Loans and advances to banks 764 755
Loans and advances 1o customers 9,964 9370
Listed debt securiies 882 885
Unlisted debt securnities 1,137 1196
Accrued on impaired assets {discount unwind) 62 58
13,500 12 926
Of which from financial Instruments held at
Amortised cost 10,442 jefelaial
Avallable-for-sale 1,914 2093
Held at farr value through profit or loss 1,144 853!
T Amouants hava been reclassified from held at tar value thiough prot of toss to amnor tise<d cost
4 Interest expense
2010 2009
$million $milion
Deposits by banks 486 854
Customer accounts
Interest bearing current accounts and savings deposits 1,021 785
Time deposits 2,342 2394
Debt secunties in issue 751 769
Subordinated labilities and other borrowed funds
Wholly repayable within five years 24 37
Other 406 464
5,030 5,303
Of which frem financial instruments held at
Amortised cost 4,535 4,872
Held at {air value through profit or loss 495 437

1

Amennt s heave boun rec b ssibied from hele ot far valus thiough proit or foss to amorlised cost

www slandardcharteted com
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5 Fees and commssions

2010 2009
smillion $mithon

Consumer Banking
Cards, Personal Loans & Unsecured Lending 392 366
Wealth Management & Deposits 1,021 769
Mortgages & Auto Finance 86 65
Others 62 60
1,561 1,260

Wholesale Banking
l.ending & Portfolic Management 89 84
Transaction Banking 1,338 1,160
Financial Markets 392 280
Corporate Finance 852 804
Others 6 8)
2,677 2110
Net fee and commission income 4,238 3370

Total fee Income ansing from financial instruments that are not fair vaiued through profit or loss $1,468 million (2009 $1,480 million) and

ansing from trust and other fiduciary activities $198 million (2009 $80 million)

Total fee expense ansing from financial nstruments that are not fair valued through profit or loss $183 milllon (2009 $142 million) and

arising from trust and cther fiduciary activities $16 million (2009 $18 millon)

6 Net trading income

2010 2009
Smillion Smillion
Gains less losses on instruments held for trading
Foreign currency’ 1,677 1,830
Trading securities 349 329
Inierest rate dervatives 339 576
Credit and other dervatives 38 35
2,403 2,770
Gains less losses from far value hedging
Gains less losses from fawr value hedged items {256) 454
Gains less losses from far value hedged Instruments 272 (462)
16 {8
Gains less losses on instruments designated at fair value
Financial assets designated at fair value through profit or loss 201 22
Financial labilities designated at fair value through profit or loss {14) 70
Dervatives managed with financial instruments designated at far value through profit or loss (29) 35
158 128
2,577 2890

T Includes foreign currency gans and losses ansing on the Iranshation of toteign careney menelaly assets ind habiitios
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7 Other operating iIncome

Financial statements and notes ‘

Notes to the finanaal staternents

2010 2009
$million Smillon
Other operating Income ncludes
Gans less losses on avallable-for-sale and loan and recewvable financial assets
On disposal 300 592
Wnte-downs on asset backed securtties - (4}
Dwidend income 53 109
Gains ansing on repurchase of subordinated habilities - 264
Gains ansing on assets far valued at acgquisition! 29 43
Rental Income from operating lease assets 213 156
Gains on dispesal of property plant and equipment 13 40
Gain ansing on changes of control 4 -
Loss on sale of businesses - (2
' Helales 16 acqusiions complated pror to 1 January 2010 arkd prmanly consists of recoveries of fam value adjustrnents on loans axl advances ‘
|
|
8 Operating expenses |
2010 2009
$million Simillion
Staff costs
Wages and salares 4,465 3634
Social security costs 124 98
Other pension costs (note 35) 182 138
Share based payment costs (note 38) 390 375
Other staff cosis 604 667
5,765 4,912
Premises and equipment expenses
Rental of premises 387 338
Other premises and equipment costs 386 34
Rental of computers and equipment 27 19
800 698
General administrative expenses 1,899 1822 |
The following tables summarse the number of employees within the Group as at 31 December 2010 and [
31 December 2009 respectively i
2010
Consumer Wholesale Support Total '
Banking Banking Services
At 31 December 53,382 18,869 12,980 85,231
Average for the year 51,367 18,022 13,270 82,659
2009
Consumer Wholesale Buppoit Total
Banking Banking Sorvices
At 31 December 48 GO0 17378 12,425 78,494
Average for the year 48,957 16,612 13196 78,765

' Restated pamanty due 10 1he mnclusion of hxed levm contract wotkets as etnployees in e with the dehmiion under iha Canpanies Act 2006

The Company employed nil staff at 31 December 2010 (2009 nil) and 1t Incurred costs of $3 milon (2009 $3 millon)

Directors’ emoluments

Details of directors’ pay and benefits and interests in shares are disclosed in the Directors’ remuneration repert on pages 106 to 125
Transactions with directors, officers and cther related parties are disclosed in the related parties note 48
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8 Operating expenses continued

Auditor’s remuneration
Audlitor's remuneration in relation to the Group statutory aucit amounts to $3 7 million (2009 $4 1 millon) The following fees were
payable by the Group to their principal auditor, KPMG Audit Plc and its associates {together 'KPMG')

2010 2006
$million Smillion

Audit fees for the Group statutory audit

Fees relating to the current year 37 41
Fees payabls to KPMG for other services provided to the Group

Audit of Standard Chartered PLC subsidiaries pursuant to legislation

Fees relating to the current year 101 91
Total audit and audit related fees 138 132
Other services pursuant to legislaiion 24 34
Tax services 10 186
Services relating to corporate finance transactions a1 03
All other services 19 12
Total fees payable 192 197

The following 1s a description of the type of services included within the categones listed above

« Audit fees are In respect of fees payable to KPMG Audit Ple for the statutory audit of the consoldated financial statements of the
Group and the separate financial statements of Standard Chartered PLC It excludes amounts payable for the audtt of Standard
Chartered PLC's subsidiaries and amounts payable to KPMG Audit Plc’s associates These amounts have been included in Fess
payable to KPMG for other services provided te the Group

» Other services pursuant to tegislation include services for assurance and other services that are in relation to statutory and regulatory
filings, including comfort letters and interim reviews

» Tax services include tax compliance services and tax advisory services

» Services relating to information technology include advice on IT security and business continurty, and performing agreed-upon IT
testing procedures

* Services related to corporate finance transactions include fees payable to KPMG for transaction related work irrespective of whether
the Group 1s vendor or purchaser, such as acquisition due dilgence and long-form reports

+ All other services Include other assurance and advisory sarvices such as translation services, ad-hoc accounting advice, reparting
accountants work on capital raisng and review of financial models

Expenses incurred dunng the provision of services and which have been rembursed by the Group are included within
auditor s remuneraticn

In addition to the above, KPMG estimate they have been paid fees of $0 3 millon (2009 $0 3 million) by parties other than the Group but
where the Group 1s connected with the contracting party and therefore may be nvolved in appointing KPMG These fees anse from
services such as the audit of the Group's pension schemes

Fees payable to KPMG for non-audit services for Standard Chartered PLC are not separately disclosed because such fees are disclosed
on a consolidated basis for the Group
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Nolas to the financial statements.

9 Depreciation and amortisation

2010 2006
$million sirflion
Premises 118 119
Equipment
Operating lease assets Fa 54
Cthers 140 139
Intanghbles
Software 168 139
Acquired on business combinations 62 89
559 520
10 Impairment losses on loans and advances and other credit nsk provisions
The following table recenciles the charge for impairment provisions on loans and advances to the total impairment charge and other
credit commitments
2010 2009
Smillion $milllon
Net charge against profit on loans and advances
Indwidual impasrment charge 1,002 1,769
Partfolio impairment {release}/charge {(130) 196
872 1,995
Provisions/(release) related to credit commitments 9 2
Impairment charges relating to debt secunties classified as loans and recevables 2 7
Total impairment losses and other credit nisk provisiens 883 2,000
An analysis of mpairment provisions by geography and business is set out within the Risk review on pages 61 to 85
11 Other impairment
2010 2000
$million S$erlion
Impairment losses on avallable-for-sale financial assets
— Asset backed secunties 22 é6
— Other debt secunties - 8
— Egquity shares 10 49
32 123
Impairment of Investment in associates - 19
Other 45 17
77 159
Recovery of impairment on disposal of equity instruments {1} (57)
76 102

Recoveries of impairments of $1 million (2009 557 milkon) are in respect of private and strategic equity Investments sald during the

perod that had impairment provisions raised against them m previous penods
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12 Taxation

Analysis of taxaton charge in the year

2010 2000
smillion Sinihon
The charge for taxation based upeon the profils for the year compnses
Current tax
United Kingdem corperation tax at 28 per cent (2009 28 per cent)
Current tax on income for the year 865 893
Adjustments in respect of prior penods (including double taxation relief) 6 398
Double taxation relief (697} 623)
Foreign tax
Current tax on iIncome for the year 1,310 1,309
Adjustments In respect of pricr penods 36 48
1,520 2025
Deferred tax
Ongination/reversal of temporary differences 303 {192)
Adjustments in respect of prior penods (115) (159)
188 (351)
Tax on profits on ordinary activities 1,708 1.674
Effective tax rate 27 9% 32 5%

The taxation charge for thea year 1s lower than the standard rate of corporation tax in the United Kingdom, 28 per cent
The differences are explamned below

2010 2009
Smillion Smnilhon
Profit on ordinary activiies before taxation 6,122 5131
Tax at 28 per cent (2009 28 per cent) 1,714 1,442
Effects of
Tax free Income (191) (179)
Lower tax rates on overseas sarnings {196) (119)
Higher tax rates on overseas earnings 321 218
Adjustments to iax charge in respect of previous periods {(73) 287"
Other items 133 27
Tax on profits on ordinary activibies 1,708 1,674

* 2009 adusiments to Lhe Lax Lharge inrusped of previous petieds nidukies « $192 million one oft change resulting 11010 a collabol alive axedcisa with the UK tax authonty HM Revoruee
& Custans 1o seltle Ihe UK 1ax posiion ielang 1o the petiod hom 1990 k2006

The UK caorporation tax rate has been changed from 28 per cent to 27 per cent with an effective date of 1 Apnl 2011 This rate has been
substantively enacted at the balance sheet date and has reduced the UK deferred tax asset as it impacts the reversal of temporary
differences from 1 Apnl 2011 onwards

Foreign taxation includes taxation on Hong Kong profits of $109 million (2009 $151 millon) provided at a rate of 16 5 per cent (2009
16 5 per cent) on the profits assessable in Hong Kong Deferred taxation includes origination/freversal) of temporary differences

in Hong Kong profits of $25 million (2008 $(48) milion) provided at a rate of 16 5 per cent (2009 16 5 per cent) on the profits
assessable in Hong Kong

2010 2009

Current Tax Deferred Tax Total Current Tax Defetred Tax Total
$million $million $million Smilion Smullion Srmiliton

Tax recognised In other comprehensive Income
Avallable-for-sale assets (76} 9 (67) 52 6) 46
Cash flow hedges - (17 (1N - 21) (21}
Retirement benefit obligations - (n (17) - 37 37
Other - - - (22) 22 -
(786} (25) {101) 30 32 62

Other tax recognised in equily

Share based payments ! 15 (33} (18) - 35 35
15 33) (18) - 35 35
Total tax {charge)/credit recogrused in equity (61} (58) {119) 30 67 97

182 Standaid Gharlered Antwal Bepaort 2010 www standardchanlered com




Financial statements and notes

Notes lo the financid staternents

13 Diwidends
2010 2000
Crdinary equity shares centsF;:r:r- 232:3 Smallion cenlsi):; 232.‘2 Srnillion
2009/2008 final dvidend dectared and paid during the year 44 80 904 4232 801
2010/2008 intenm dividend declared and paid during the year 2335 481 2123 425
1,385 1,226

The amounts In the table above reflect the actual dmdend per share declared and paid to shareholders in 2010 and 2009 Dividends on
ardinary equity shares are recorded in the period n which they are declared and, n respect of the final dividend, have been approved by
the sharehelders Accordingly, the final ordinary equity share dmdends set out above relate to the respective prior years The 2009 final
dvidend of 44 80 cents per ordinary share ($904 million) was paid to eligible sharehelders on 13 May 2010 and the 2010 interm dividend
of 23 35 cents per ordinary share ($481 million) was paid to eligible shareholders on 5 October 2010

2010 recommended final ordinary equity share dividend

The 2010 final ordinary equity share dividend recommended by the Board 1s 46 B5 cents per share ($1,089 milion), which makes the total
dividend for 2010 70 00 cents per share on a pre-nghts basis (2009 86 03 cents per share, 2008 6162 cents per share) The final
dividend will be pad In either pounds sterling, Hong Kong dallars or US dollars on 11 May 2011 to shareholders on the UK register of
mermbers at the close of business in the UK (10 00 pm London time) on 11 March 2011, and to shareholders on the Hong Kong branch
register of members at the opening of business In Hong Keng © 00 am Hong Kong time) on 11 March 2011 The 2010 final ordinary equity
share dividend will be paid in Indian rupees on 11 May 2011 to Indian Depository Receipt holders on the Indian register at the close of
business In Inda on 11 March 2011

It 15 intended that shareholders on the UK register and Hong Kong branch register will be able to elect to receive shares credited as fully
paid Instead of all or part of the final cash dividend Detalls of the dividend arrangements will be sent to shareholders on or arcund
25 March 2011 Indian Depository Receipt holders will receive their dividend in Indian rupees aniy

Impact of the 2010 nghts issue

On 13 October 2010, the Company announced the issue of 260,525,763 new ordinary shares by way of nghts to qualfying shareholders
at 1,280 pence per new ordinary share The issue was on the basis of 1 ordinary share for every 8 ordinary shares held on 21 October
2010 In the absence of speaific guidance in IFRS, the dividend per share amounts In the table below have been adjusted for the bonus
element Ingluded within the 2010 nghts 1ssue N Ine with the restatement of pricr penod earnings per share amounts required by [AS 33
‘Earnings per share’ (see note 14)

2010 2000

Post-rights Post rights

cents per share cents per sharo

2008 / 2008 final dividend declared and paid during the year 43 16 4077
2010 / 2009 intenm dividend declared and paid during the year 22 50 2045

Total dindend recommended and declared relating to 2010 on a post-rights basis 1s 69 15 cents per share (2009 63 &1 cents per share
2008 59 36 cents per sharg)

For the 98 5 per cent of shareholders who exercised their nghts, a companson of the actual cash payments receved by the shareholders
15 better reflected by adjusting the dvidend per share amounts by the ratio of shares outstanding iImmedsately before the nights issue to
the number of shares outstanding Immediately following the nghts 1ssue as set out in the table below This approach s consistent with
the adjustmients to the divdend per share amounts following the nights 1ssue in 2008

2610 2009

Adjusted Adjusted

cents per share cants per share

2008 / 2008 final dividend declared and paid dunng the year 39 82 3762
2010 / 2009 interm dividend declared and paid during the year 2076 18 87

Total dividenci recommended and declared relating to 2010 adjusted using the ratio above 15 87 41 cents per share (2009 58 89 cents per
share, 2008 54 78 cents per share)

2010 2009

Preference shares smilon Smillion
Non-cumulative imedeemable preference shares 7%/s per cent preference shares of £1 each! 1 1]
8% per cent preference shares of £1 each’ 13 13

Non-cumulative redeemable preference shares 8125 per cent preference shares of $5 each! 75 75
7 014 per cent preference shares of $5 each? 53 53

6 409 per cent preference shares of $5 each? 458 48

1 Dwidenwis on these preterence shares are treated as interost expense anvl accriooed accorchngly
2 Dwidersis on those preterence sh wes classiied as ecuily are recosded inthe penod in whict) they aia declared
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14 Earnings per ordinary share

2010 2009
Weighted Weighted
average average
number of Per share number of Per share
Profit! shares amount Prohit! shares amount
Smillion {'000) cents Sratlion { 000} cenls
Basic earnings per ordinary share
Pre-rights 1ssue bonus earmings per ordinary
share 4,231 2,048,759 206 5 3279 1,952 377 1678
Impact of nghts 1ssue? - 106,559 - - 74,190 -
Post-nghts 1ssue bonus basic earnings
per ordinary share 4,231 2,155,318 196 3 3,279 2026 567 1618
Effect of dilutive potential ordinary shares
Options? - 37,322 - - 31,632 -
Diluted earnings per ardinary share 4,231 2,192,640 193 0 3,279 2,058,199 1593

There were no ordinary shares 1ssued after the balance sheet date that would have significantly affected the number of ordinary shares
used In the above calculation had they been 1ssued prior to the end of the balance sheet date

Normalised earnings per ordinary share
The Group measures earnings per share on a normalised basis This differs from earnings defined in IAS 33 ‘Earnings per share’

| he table below provides a reconciliation

2010 2000

Smillion Finillion

Profit atiributable to ordinary shareholders 4,231 3279
Amortisation of Intangible assets arsing on business combinations 62 69
Gain on dispeosal of property plant and equipment {45) -
Gains arising on repurchase of subordinated liabilities - (264)
(Profit)/loss on sale of businesses or ansing on change of centrol {4) 2
Loss on PEM Group structured notes - 170
Fre-incorporation costs of Karean principal holding company - 5
UK bank payroll tax 7 58
Imparrment of associates and other strategic Investments - 18
Cne-off settlement with the UK Tax authority (note 12)* - 180
Tax on normalised items {6) (17)

Normalised earnings 4,245 3.511
Normalised basic earnings per ordinary share (cents) 1970 173 22
Normalised diluted earnings per ordinary share {(cents} 1936 170 67

1 Tha prorl ainoonis tepresent the prelt atiibudatle 1o ordmary shareholders, whsch s prosil lee the year after non controting mterest arxd the dedatation of dividends payabla 1o he
holder s of the non cuinudaiive tedeemale profererk o shaies classiked s eqrly (soa nelo 13}
2 On 17 8dobet 2010 the Gompany announe od 1he 15s0e of 260 525 763 tew ordinaty shaies by way of nights to «pialitying shareholddis al 1280 ponce por share Theissue was made

a5 1 share tor overy 8 shares bold on 21 Odctobor 2000 As tegqured by 1AS 33 'Earnrings pet share (ho unpa t of the Bonus element nchude o valkun tha nghts issue has begnmcluded
B caleulalions ol the basic and diftled eamings per sh ng lon the year ad pnior pennds facd their notimalised equivalent) have beon o presetided accordingly as presented m
hete 47

3 The mmpad ot b dilubive oplions b 1 bean we ided rom this amount as iequared by 1AS 33 E wings par shae
4 This amount represents $192 milion coe off Tax setilesnent with The UK tax authonty net of post tax nterest income on tax reconvatdes $2 million
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15 Financial mstruments

Classtfication therr legal form, except for nstruments that are held for trading
Financial assets are classified between four measurement purposes and those that the Group has designated to hold at fair
categones held at farr value through profit or loss (comprising value through the profit and loss account The latter are combined
trading and designated), avallable-for-sale, loans and recevables  on the face of the balance sheet and disclosed as financial assets
and held-to-matunty, and two measurement categories for or labilies held at fair value through profit or loss

financial habilities held at farr vatue through profit or loss
{comprnising trading and designated) and amortised cost
Instruments are classified n the balance sheet in accordance with

The Group's classification of its principal financial assets and labilties 1s summansed n the table below

Assets at fair value Assets at amortised cost
Designated
at fair value
Denvatives through Non-
held for profitor  Available- Loans and Held-to- financial
Trading hedging loss for-sale  recewvables maturity assots Total
Assels Smillion $mulion $million Smiltion Smillion Smillion Smillion $mitlion
Cash and balances at central banks - - - - 32,724 - - 32,724
Financial assets held at fair value
through profit or loss
Loans and advances to banks 1,206 - - - - - - 1,206
Loans and advances to customers 5,651 - 395 - - - - 6,046
Treasury bills and other eligible bills 5,933 - 265 - - - - 6,198
Debt securities 11,781 - 36 - - - - 11,817
Equity shares 1,329 - 425 - - - - 1,754
25,900 - 1,121 - - - - 27,021
Denvative financial instruments 46,256 1,603 - - - - - 47,859
Loans and advances to banks - - - - 52,058 - - 52,058
Loans and advances to customers - - - - 240,358 - - 240,358
Investment securities
Treasury bills and other eligible bifls - - - 17,895 - - - 17,895
Debt securities - - - 50,555 4,804 25 - 55,384
Equily shares - - - 2,517 - - - 2,517
- - - 70,967 4,804 25 - 75,796
Other assets - - - - 19,628 - 5,728 25,356
Total at 31 December 2010 72,156 1,603 1,121 70,967 349,572 25 5728 501,172
Cash and balances at central banks - - - - 18131 - - 18131
Financial assets held at fair value
through profit or loss
Loans and advances to banks 1,947 - 101 - - - - 2,048
Loans and advances to customers 3,373 - 138 - - - - 3,511
Treasury bills and other eligible bills 5319 - 240 - - - - 6559
Debt secunties [eer 8] - 170 - - - - 10,111
Equity shares 633 - 584 - - - - 1217
21,213 - 1233 - - - - 22446
Denvative financial iInstruments 36,858 1335 - - - - - 38193
Loans and advances 10 banks - - - - 50885 - - 50,885
Loans and advances to customers - - - - 168 292 - - 198,292
Investment securities
Treasury bills and other eligible bills - - - 18,958 - - - 18958
Debt securities - - - 48,433 6,657 31 - 55121
Equity shares - - - 1,649 - - - 1,649
- - - 69,040 6,657 3t - 75728
Other assets - - - - 12,668! - 4,533 17,201
Total at 31 December 2009 58,071 1,335 1233 89040 286,633 3 4,533 420,876
' Inchudes unsellled tradas and other Bnuncial ussels previously induded innon finanadl agsels
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15 Fiancial instruments continued

Classification continued

Liabilities at falr value

Designated
Denvatives  at fair value
held for through Amortised Non-financial
Trading hedging profitorloss cost habilities Total
Liabilties $millicn Smitlion $million smillion $million $million
Financial hlabiities held at fair value through profit
orloss
Deposits by banks 885 - a8 - - 923
Customer accounts 2,307 - 7,203 - - 9,510
Debt secunties In 1Issue 2,256 - 1,054 - - 3,310
Short positions 6,545 - - - - 6,545
11,993 - 8,295 - - 20,288
Dervative financial instruments 46,192 9 - - - 47,133
Deposits by banks - - - 28,551 - 28,551
Customer accounts - - - 306,992 - 306,992
Debt securnties N 1ssUs - - - 31,381 - 31,381
Other labilties - - - 15,890 5,204 21,094
Subordinated habilties and other borrowed funds - - - 15,939 - 15,939
Total at 31 December 2010 58,185 941 8,295 398,753 5,204 471,378
Financial iabilities held at fair value through profit
or loss
Deposits by banks 432 - 50 - - 482
Customer accounts 1,886 - 3616 - - 5502
Debt secunties in 1ssue 2,618 - 1,369 - - 3,987
Shert positions 4,534 - - - - 4,534
9470 - 5,035 - - 14,505
Derwvative financial nstruments 36,007 577 - - - 36 584
Deposits by banks - - - 38,461 - 38 461
Customesr accounts - - - 251,244 - 251 244
Debt securities in issue - - - 29,272 - 29,272
Other habilities - - - 11,051* 5088 16 139
Suboerdinated labilities and other berrowed funds - - - 18,730 - 16,730
Total at 31 December 2009 45 477 577 5,035 346,758 5088 402 935
' Inchdes unsetllsd hiades and other tnancial vabiimes previously inciuded wiltin non inanciab habiios

Valuation of financial instruments

Instruments held at fair value

Valuation of financial assets and habilities held at far value are
subject to a review independent of the business by Valuation
Controt For those financial assets and liabilities whose far value 1s
determined by reference to externally quoted prices or market
obsarvable pricing Inputs to valuation mode!, an assessment is
made against external market data and congensus services
Financial nstruments held at fair value in the balance sheet have
been classifted into a valuation hierarchy that reflects the
significance of the mputs used In the fair value measurements

Wherever passible, Valuation Control utlises multiple independsnt
market data sources Market data sources are assessed for
relevance and reliability A market data source is relevant and
reliable if there 1s a high probabilty that a third-party transaction
can be executed based on this data Market data reliability 1s
assessed with respect to the following considerations
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1 methodology used by data provider to generate data (eg
identity of contributors, basts of data collection/processing)

2  degree of activity n the market or extent of market coverage
represented by the data source

3 integnty and reputation of the data provider

4 gompansons with other similar or alternative data sources and
whether or not it is regarded within the range of acceptable
quotes (on the basis of a current and historical censideration)

Whare a range of market pnce sources are utiised, Valuation
Control documents the process by which the average or
consensus price I1s determined 1f Valuation Control chooses to
adopt a pricing hierarchy (a scheme in which prices from more
reliable sources are used preferentially to prices less reliable), any
prices not used are reviewed for a body of contradictory evidence
Valuation Control assesses all avalable market data before
selecting the market data sources that will {orm the basis of the
Price Testing process Market data utlised by Valuation Control are
Independent of the Front Office Market data that are not fully
iIndependent receive a zero weighting




15 Financial instruments continued
Valuation of financial instruments continued

Centrol framework

Financial statements and notes

Notes tothe inancial stalements

A Product Valuation Control Commitiee exists for each business where there 1s a materal valuation nsk The Committees mest monthly
and comprise representatives from Front Office, Group market risk, Product control and Valuation contral The Committees are

respensible for reviewing the results of the valuation control process

Valuation hierarchy

The valuation hierarchy, and the types of Instruments classified into each level within that hierarchy, 1s set out below

Level 1

Level 2

Level 3

Fair value determimed using Unadjusted quoted prices in an
active market for identical assets

and liabilities

Valuation models with directly or
indirectly market chservable inputs

Valuation models using significant
non-markst observable inputs

Types of financial assets Actively traded government and
agency securities

Listed equities

Listed dervative instruments
Investments in publicly traded
mutual funds with listed

market prices

Corperate and other government
bonds and loans
Over-the-counter (OTC) derivatives
Asset backed securities

Privaie equity investments

Asset backed securnties

Private equity investments

Highly structured OTC denvatives
with unobservable parameters
Corporate bonds In iliquid markets

Types of financial labilities Listed dervative instruments

OTC dervatives

Structured deposits

Credit structured debt securities In
Issue

Highly structured QTC dervatives
with uncbservable parameters
liquid or highly structured debt
securities In 1ssue

Level 1 portfolio

Level 1 assets and habilities are typically exchange traded positions
and some government bonds traded n active markets Thase
positions are valued using quoted prices in active markets

Level 2 portfolio

Where instruments are not quoted in an active market the Group
utinses a number of valuation technigues to determine farr value
These valuation techniques include discounted cash flow analysis
models, option pncng maodels, simulation models and other
standard models commonly used by market participants There 1s
no distinction made by the Group in discounting between
collateralised and uncollateralised trades Valuation techrigues
incarporate assumptions that other market participants would use
n therr valuations, such as discount rates, default rates, crecit
spreads and option volatimes These inputs need to be directly or
indirectly observable in order to be classified as Level 2

The Group makes a credit valuation adjustment (CVA) aganst
derivative products, which represents an estimate of the
adjustment to farr value that reflects the possibility that the
counterparty may default such that the Group would not receive
the full market value of the transactions For CVA, AIRB models are
used to calculate the PD and LGD which, together with the results
of the exposure simulation engine, generates a view of expected
losses The Group assesses actual losses and provistons incurred
against expected losses on a portfolia basis, taking into account
the fact that it takes a number of years for the workout/recovery
process to complete upon a default

In addition o periodic reassessment of the counterparties, credit
exposures and external trends that may impact nsk management
outcomes are clesely monitered Accounts or portfolios are placed
on Early Alert when they display signs of weakness or financial
deterioration, for example where there 1s a dechne in the
customer’s posiion within the industry, a breach of covenants,
non-performance of an obligation, or there are Issues relating to
ownership or management As a result, the reserve represents a
dynamic calculation based on the credit quality of the
counterparties, cdllateral positions and exposure profiles

All far value positions in non-dervative financial instruments are
valued at bid {for long positions) or offer {for short pesiticns} Fair
value of derivative positions 1s intially derived by calculating at
mid-market levels These are then adjusted through bid-offer
valuation adjustments to effectively reflect the long positions at bid
and short positions at offer

In calculating the bid-offer valuation adjustment, reference s
usually made to the nsk contained within a similar bucket, for
example the interest rate nsk 1s divided 1n time buckets and a
separate bid-offer valuation adjustment calculated faor each one of
these The rationale for following this methodolegy 1s to take
account of the different risks that exist for each of the time buckets
and the different hedge transactions that would need to be
executed to insulate the gross nisk in those buckets, shouid the
need arise

Level 3 portfolio
The pnmary products classified as Level 3 are as follows

Debt Securities — Asset backed securities

Due to the severe lack of hquidity in the market and the prolonged
period of time under which many securittes have not traded,
obtaining external prices 1s not a strong encugh measure o
determine whether an asset has an observable price or not
Therslore, once external pricing has been verfied, an assessment
15 made whether each security Is traded In a liquid manner based
on Its credit rating and sector If a secunty is of low credit rating
and/or 1s traded in aless liquid sector, it will be classified as Leve!
3 Where third-party prncing 1s not avallable, the valuation of the
securty will be estimated from market standard cash flow models
with Input parameter assumptions that include prepayment speeds
and default rates These input parameter assumptions are
estimated with reference tc factors such as underlying collaterai
performance, prices of comparable securities and sector spreads
These securities are also classified as Level 3
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15 Financial instruments continued
Level 3 portfolio continued

Debt Securities — Non Asset backed secunties

Thase debt securities include certain convertible bonds, corporate
bonds, credit and equity structured notes where there are
significant valuation inputs that are unobservable in the market,
due to iliqud trading or the complexity of the product Debt
secunbies are valued using available pnces provided through
pricing vendors, brokers or trading activities Where such liquid
external prnices are not avalable, valuation of these cash securities
are mplied using nput parameters such as bond spreads and
credit spreads These input parameters are determined with
reference to the same Issuer {If available) or proxied from
comparable Issuers or assets

Equity shares - Private eguity

Private equity investments are generally vaiued based on earning
muttiples - Price-to-Earnings {F/E) or Enterprnise Value 1o Earning
Before Income Tax, Depreciation and Amortisation (EV/EBITDA)
ratios — of comparable listed companies The two primary inputs
for the valuation of these investments are the actual or forecast
earnings of the Investee companies and earning multiples for the
comparable isted companies in circumstances where an
nvestment does not have direct comparables or whare the
multiples for the comparable companies cannot be scurced from
reliable external sources, alternate valuation technigues (for
example, Discounted Cash Flow madels), which use predominantly
unchservable inputs or Level 3 inputs, may be applied Even
though earning multiples for the comparable listed companies can

be sourced from third party sources (for example, Bloomberg), and
those Inputs can be deemed Level 2 inputs, all unbsted
Investments {excluding those where observable inpuis are
avallable, for example, OTC prices) are classified as Level 3 on the
grounds that the valuation methods involve Judgments ranging
frem determining comparable companies to discount rates where
discounted cash flow (DCF) method 1s applied

Denvatives

These trading dervatives are classified as Level 3 if there are
parameters that are unobservable i the market, such as products
where the performance 1s Inked {0 more than one underlying
Examples are foreign exchange basket options, equity options
based on the performance of two or more underlying indices and
interest rate products with quanto payouts These unobservable
correlation parameters could only be mplied from the market,
through methods such as historical analysis and companson with
historical levels with benchmark data

Debt secunties in 1ssue

These debt secunties relate to credit structured notes 1ssued by
the Group where there are significant valuation nputs that are
uncbservable in the market, due to iliquid trading or the complexity
of the product Debt secunties are valued using avallable prices
provided through pricing vendors, brokers or trading achivities
Where such hquid external prices are not available, valuation of
these debt securties are mplied using input parameters such as
bond spreads and credit spreads These Input parameters are
determined with reference to the same 1ssuer (If availlable) or
proxied from comparable 1ssuers or assets

The table below shows the classification of financial Instruments held at fair value into the valuation hierarchy set out above as at

31 December 2010

Level ¥ Level 2 Level 3 Total
Assets $milhon Smillion Smilhon $million
Financial mstruments held at fair value through profit or loss
Loans and advances to banks 406 800 - 1,206
Loans and advances to customers 19 6,027 - 6,046
Treasury bills and other eligible bills 6,055 143 - 6,198
Debt secunties 7,257 4,333 227 11,817
Equity shares 1,434 19 301 1,754
15,171 11,322 528 27,021
Derwvative financial instruments 135 47,537 187 47,859
investment secunties
Treasury bills and other eligible bills 15,335 2,560 - 17,895
Debt secunties 20,631 29,342 582 50,555
Equity shares 1,020 448 1,051 2,517
36,986 32,348 1,633 70,967
At 31 December 2010 52,292 91,207 2,348 145,847
Liabibties
Financial instrumenis held at fair value through profit or loss
Deposit by banks 320 603 - 923
Customer accounts - 9,510 - 9,510
Debt secunhies in 1ssue - 2,999 311 3,310
Short positions 6,072 473 - 6,545
6,392 13,585 31 20,288
Dervative financial instruments 105 46,746 282 47,133
At 31 December 2010 6,497 60,331 593 67,421

There were no significant transfers between Level 1 and Level 2 in 2010
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15 Financial instruments continued

The table below shaws the classification of financiat instruments held at fair value into the valuation hierarchy set out above as at

31 December 2009

Financial statements and notes

Neotgs 1o the tinancial statements

Lavel 1 | evol 2 Level 3 Totat
Assets Srnllon $million Smilion $million
Financial Instruments held at fair value through profit or loss
Loans and advances o banks 372 1676 - 2048
Loans and advances o customers 170 3,341 - 3511
Treasury bills and ather eligible bills 4,537 1022 - 5,559
Debt secunties 5 250 4,732 129 10,111
Equiy shares 604 37 576 1,217
10,933 10,808 705 22,446
Denvative finaneial instruments 823 37432 138 38,193
Investment securities
Treasury bills and cother eligible bills 17987 ST - 18,958
Debt securities 16 366 31,630 437 48,433
Equity shares 595 298 756 1649
34 948 32,899 1,193 69,040
At 31 December 2009 46,504 81139 2036 129 679
Liabtliies
Financtal instruments held at fair value through profit or loss
Deposit by banks - 482 - 482
Customer accounts 39 5,463 - 5,502
Debt secunties in 1ssue - 3987 - 3,987
Short positions 4302 232 - 4,534
4341 10,164 - 14,505
Denvative financial instruments 578 35856 150 36 584
At 31 December 2009 4919 46,020 150 51,089
T Cerlamn governmenl secisitics amoinhing to $5 193 mefhon wese initially classibod wilhin level 2 as at 31 December 2005 These hava been e presented as Level 1 as they wra aclively
baded and markel quictes arg avatlable
There were no significant transfers between Level 1 and Level 21n 2000
Level 3 movement tables
Financial assets
Held at fair value through
profit or loss Investment secunities
Dervative
financial
Debt securities Equity shares instruments Debt secunties Equity shares Total
Assels $million $million Smillion $mill:on $million Smillion
At 1 January 2010 129 576 138 437 756 2,036
Total (losses)/gans recognised in Income
statement (3) 170 39 - {15) 191
Totat gains recognised in other
comprehensive Income - - - 103 146 249
Purchases 107 135 - 156 225 623
Sales (80) (574) - (147) {n (802)
Settlements {63) (6) - - (50) {119)
Transfers out {23) - (24) - (12} (59}
Transfers in 160 - 34 a3 2 229
At 31 December 2010 227 301 187 582 1,051 2,348
Total (losses)/gains recognised In the iIncome
statement relating to assets held at 31
December 2010 ) 50 130 - {1} 173

Transiers in dunng the year pnmartly relate to markets for certan debt securittes becoming ilhquid or where the valuation parameters

became unobservable during the year
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15 Financial instruments continued
Level 3 movement tables continued

Financial assets continued

Held at taw value through profit or loss

Irvestment secunitics

Denvative
financial

Debt securtties Equty shares nstruments Debt secunties Equity shares Total
Assets $milion Smillion Smiien Srmitlion Smilhon Smilhon
At 1 January 2009 141 415 260 332 563 1711
Total {osses)/gains recognised in income
statement (10 32 142 Q) @ (182)
Total gains recognised n other
comprehensive Income - 1 12 14 74 101
Purchases - 128 3 307 165 603
Sales - - )] (183) {5) {199)
Transfers out 2) - - 22 - (24)
Transfers in - - 6 - - 5}
At 31 December 2009 12¢ 576 138 437 756 2,036
Total (losses)/gains recognised in the income
statermnent relating to assets held at 31
December 2009 {5) 28 39 6 31 37
There were no significant transfers into or out of Level 3 fair value hierarchy in 2009
Financial habilities

2010 2009
Debt Derivative Derwvative
securnties financial financial
In 1ssue mstruments Total instruments. Total

Liabilities $million Smilhon $milion $mihon $rmillion
At 1 January - 150 150 181 181
Total losses/Agans) recognised In ihcome statement 32 93 125 (70) (70)
Total losses recognised In other comprehensive Incomse - - - 16 16
lssues 69 33 102 - -
Settlerments {2) - (2} 23 23
Transfers out - (23) (23) - -
Transfers in 212 29 241 - -
At 31 December 311 282 593 150 150
Total losses recognised in the Income statement relating to
habilities held at 31 December 32 163 195 31 31

Transfers in during the year pnimanly relate to certain debt secunties in 1Issue where valuation parameters became unabservable durning

the year
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15 Financial Instruments continued

Level 3 movement tables continued

Financial statements and notes

Notes 1o the tnancial staternenls

Sensitivities in respect of the fair values of Level 3 assets and liabiities

Held at fair value through profit or loss

Avaitable-for-sale

Favourable Untavourable Favourable Unfavourable
Net exposure Changes Changes Net exposure Changes Changes
Smillion $million Smillion $million Smiliion $million
Financial instruments held at fair value
through profit or loss
Debt securities 227 234 220 - - -
Equity shares 301 3 270 - - -
Dervative financial instruments (95) (80) {109) - - -
Debt securities in 1ssue (311} (310) 312) - - -
Investment securities
Debt securities - - - 582 590 576
Equity shares - - - 1,051 1,167 935
Al 31 December 2010 122 175 69 1,633 1,757 1,511
Financial instruments heid at fair value
through profit or loss
Debt securities 129 130 126 - - -
Equity shares 576 634 518 - - -
Denvative finanoial instruments (12) 2 (14) - - -
Investment securnttes
Debt securities - - - 437 452 427
Equity shares - - - 756 835 676
At 31 December 2009 693 766 630 1,183 1,287 1,103

Where the fair value of financial Instruments 1s measured using
valuation techmiques that incorporate one or more nmsignificant
inputs that are based on unobservable market data, we apply
stresses on these unobservable parameter nputs, such as g 10
per cent Increase or decrease N correlation and credit sensitivities,
to generate a range of reasonably pessible alternative valuations
As of 31 December 2010, these stresses could have increased far
values of financial Instruments held at fair value through profit or
loss by $53 milion (2009 $73 millon) and available-for-sale by
$124 milhion (2009 $94 million) or decreased farr values of fingncial
instruments held at fair value through prefit or loss by $53 milllon

(2009 $63 milllon) and avallable-for-sale by $122 milion (2009
$90 millkon)

Instruments carned at amortised cost

The following table summarises the carrying amounts and far
values of those financial assets and lizbilities not presented on the
Group's balance sheet at fair value The far values in the table
below are stated as at 31 December and may be different from the
actual amount that will be received/paid on the settlement or
matunity of the financial nstrument

2010 2009
Book amount Fair value Book amaoumt Fais value
$million Smilbion Emilion $rilhon

Assets
Cash and balances at central banks 32,724 32,724 18,131 1813
Loans and advances to banks 52,058 51,942 50,885 50906
Loans and advances to cusiomers 240,358 239,446 198,292 199,739
Investment secunties 4,829 4,765 6 688 8,556
Other assets 19,628 19,628 12,668' 12,668
Liabilities
Deposits by banks 28,551 28,501 38,461 38,169
Custormner accounts 306,992 305,560 251,244 249,548
Debt securities in Issue 31,381 30,710 29 272 27,261
Subaordinated labiliies and other borrowed funds 15,939 16,298 16 730 16,687
Other nabilities 15,890 15,890 11,051 11,051
T Includes unsetlled frades and olhel Bnark lal assets and abibitios previously inchided waltn non inancal assets and habaies
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15 Financial instruments continued

The following sets out the Group's basis of establishing far values
of the financial instruments shown above

Cash and balances at central banks
The farr value of cash and balances at central banks s thew
carrying amounts

Loans and advances to banks and customers

For loans and advances to banks, the fair value of floating rate
placements and overnight deposits 1s therr carrying amounts The
astimated fair value of fixed interest bearing deposits is based on
discounted cash flows using the prevailing money market rates for
debts with a similar credit nsk and remaining maturity

The Group's loans and advances to customers portfolio 1s well
diversified by geography and industry Approximately one-third of
the portiolio reprices within one month, and approximately half
reprices within 12 months The fair value of loans and advances to
customers with a residual matunty of less than one year 1s ther
carrying value Loans and advances are presented net of
provisions for imparment  The estimated tair value of loans and
advances with a residual maturity of more than one year represents
the discounted amount of future cash Hows expected to be
receved, Including assumpticns relating to prepayment rates and,
where appropriate, credit spreads Expected cash flows are
discounted at current market rates to determine far value The
Group has a wide range of individual instruments within its loans
and advances portfolio and as a resuit providing guantficaton of
the key assumpticns used to value such instruments 1s impractical,
with no one assumption being matenal
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Investment securities

For investment securities that do not have directly observabte
market values, the Group utiises a number of valuation techniques
to determine fair value VWhere available, securities are valued using
inputs proxied from the same or closely related underlying (for
example, bond spreads from the same or closely related issuer) or
nputs proxied from a dfferent underlying (for example, a smilar
bond but using spreads for a particular sector and rating) Certan
instruments cannaot be proxied as set out above, and In such cases
the positions are valued using non-market observable inputs This
mcludes those instruments held at amortised cost and
predominantly relate to asset backed secunties The fair value for
such instruments 1s usually proxied from nternal assessments of
the underlying cash flows The Group has a wide range of
indmdual Investments within the unlisted debt securities portfolio
Given the number of Instruments Invelved, providing quantification
of the key assumptions used to value such instruments 1s
impractical, with no one assumption being materal

Deposits and borrowings

The estimated fair value of deposits with no stated maturity 1s the
amount repayable on demand The estimated fair value of fixed
nterest bearing deposits and other borrowings without quoted
market prices is based on discounting cash flows using the
prevailing market rates for debts with a similar credit nisk and
remaining maturity

Debt securnities In 1ssue, subordinated habihities and other
borrowed funds

The aggregate far values are calculated based on quoted market
prices For those nates where quoted market prices are not
avallable, a discounted cash flow modelis used based on a
current market related yield curve appropriate for the remaining
term to matunty




15 Financial instruments continued

Reclassification of financial assets

in 2008 the Group reclassified certain nen-dervative financial
assets classified as held for trading into the avalable-for-sate {AFS)
category as these were no longer considered to be held for the
purpose of seling or repurchasing in the near term At the time of
transter, the Group tdentified the rare circumstances permitting
such a transfer as the iImpact of the ongoing credit cnsis In financial

Financial statements and notes

Naotes to the hnancial slalements

markets, particularly from the beginning of 2008, which significantly
impacted the guidity in certain markets The Group also

reclassified certain eligible financial assets frem tracing and

avallable-for-sale categories tc loans and receivables where the
Group had the intent and abiity to hold the reclassified assets for

the foreseeable future or untl maturty There ware no
reclassifications during 2010 or 2009

The fallowing table provides detaills of the remaining balances of assets reclassified during 2008

If assets had not been

reclassified, fair value gain from
1 January 2010 to 31 December
2010 that would have been

recognised within
Income
Carrying recognised Effective Estimated
amcunt at Fair vatue at inincome mnterest rate amounts of
31 December 31 December statement at date of  expected cash
2010 2010 Income AFSreserve in 2010 reclassitication flows
For assets reclassified $million Smidlion Smillion $million $million % Smillion
From trading to AFS 339 339 40! - 23 52 416
From trading to loans and
receivables 1,562 1,490 80 - 73 56 1,686
From AFS to loans and
receivables 1,090 1,052 - 15 35 54 1,132
2,991 2,881 120 75 131
Of which asset backed
securties
reclassified to AFS 122 122 as - 8
reclassified to loans and
recevables 1,725 1,648 42 75 53
' Post reclassidi ation this s recognsed withun o ws alable for sale rese ve
11 assels had not beenreclassified Tan
value gan/loss) ren | January 2009
1o 31 December 2009 which woudd
have been recognised wilhin
. Incomedexpenses)
Carrying 1ecognised Fllective Estimated
armount at Falr value at in incormne Merest rate amolmits of
31 Decemntrer 3 Decambor statoment at date of expected cash
2009 2000 Income AFS reserve in 2009 reclassiftcalion flows
For assets reclassified Smillion Sinillion Srmilion Sroulion Smilion % $imillion
From trading to AFS 593 593 =0y - 23 62 771
From trading te loans and
receivables 2213 2,049 127 - a5 58 2,352
From AFS to loans and
recaivables 1362 1216 - 145 49 53 1,416
4,168 3,858 107 145 167
QOf which asset backed
securies
reclassified to AFS 148 148 {7y - (36}
reclassified to loans and
recavables 223 2,002 2% 145 76
* Poslt reclassihe ahon ths s recogised wibin tho avalable for sale 1escive
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16 Fnancial instrurnents held at fair value through profit or loss

Financial assets held at fair value through profit and loss
Financial assets held at fair value through profit or loss comprise
assets neld for trading and those financial assets designated as
being held at farr value through profit or loss

For certain loans and advances and debt securbes with fixed rates
of interest, Interest rate swaps have been acquired with the
intention of signficantly reducing interest rate risk Derivatives are
recorded at fair value whereas loans and advances are usually
recorded at amortised cost To significantly reduce the accounting
mismatch between fair value and amortised cost, these loans and
advances and debt securities have been designated at far value
through profit or loss The Group ensures the criteria under IAS 39
are met by matching the principal terms of interest rate swaps to
the corresponding loans and debt securities

The changes in far value of both the underlying loans and

advances, and debt securities, and interest rate swaps are
maonitored In a simitar manner to trading book portfolios

The table below sets out a reconciliation of amounts deferred

Loans and advances held at farr value through profit and loss
The maximum exposure to credit nsk for loans designated at farr
value through profit or loss was $3395 milion (2009 $239 million)

The net far value gain on loans and advances to customers
designated at farr value through profit or loss was $6 6 millien
{2009 loss of $5 9 milkan) Of this, $nil million 2008 Snil mullion)
relates to changes in credit risk The cumutative farr value
movement relating to changes in credit nsk was $3 4 million (2009
$3 4 million)

The changes In fair value attributable to credit nisk has been
determined by comparing fair value movements in nisk-free bonds
with similar maturities to the changes in far value of loans
designated at far value through profit or loss

For certain loans and advances designated at faw value through
profit or loss, the difference ansing between the tar value at initial
recognition and the amount that would have arnisen had the
valuation techniques used for subsequent measurement been
used at intial recognitien, 1S amortised to the ncome statement
until the iInputs become ohservable or the transaction matures

or 1s terminated

2010 2009

$million Smillion

At 1 January 4 a
Additional amount deferred - -
Recognised In ncome {2) &4
At 31 December 2 4

Changing one or more of the assumptions to reasonably possible alternatives would not significantly change the fair value
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16 Financial instruments held at fair value through profit or loss continued
Financial assets held at fair value through profit and loss continued

Debt secunties, equity shares and treasury bills held at fair value through profit or loss

2010
Debt Securities Equity Shares Treasury bills Total
$Smillion $million Smillion $million
Issued by public bodies
Government securities 7,156
Other public sector securities 120
7,276
Issued by banks
Certificates of deposit 151
Other debt secunties 1,302
1,453
lssued by corperate entiies and other iIssuers
Other debt secunties 3,088
Total debt securities 11,817
Of which
Listed on a recognised UK exchange , 180 - - 180
Listed elsewhere 5,865 1,453 769 8,087
Unlisted 5,772 301 5,429 11,502
11,817 1,754 6,198 19,769
Market value of listed secunties 6,045 1,453 769 8,267
Trading securities pledged subyect to sale and repurchase transactions 739 - 108 847
2009
Debt Secuntias Equity Shaiaes Treasury bills Total
Srmillion Smilicn Smillion Smillion
Issued by public bodies
Government securities 5568
Other public sector secunties 18
5,586
Issued by banks
Certificates of deposit 628
Other debt secunties 968
1,696
Issued by corporate entities and other issuers
Other debt secunties 2929
Total debt secunities 10111
Of which
Listed on a recagnised UK exchange 440 - - 440
Listed elsewhere 4835 804 1,516 8,955
Unlisted 4,836 613 4043 G492
10,111 1,217 & 559 16 887
Market value of listed securities 5275 604 1518 7395
Trading securities pledged subject to sale and repurchase transactions 240 - - 240
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16 Financial instruments held at fair value through profit or loss continued

Financial habilities held at fair value through profit or loss
The Group designates certain financial habilities at fair value
through profit or loss where either the llabilities

* Have fixed rates of interest and interest rate swaps or other
interest rate denvatives have been entered into with the intention
of significantly reducing interest rate risk

Are exposed to foreign currency nsk and derivatives have been
acqurred with the ntention of significantly reducing exposure to
market changes

* Have been acquired to fund trading asset portfolos or assets, or
where the assets and llabilities are managed, and performance
evaluated, on a far value basis for a documented nsk
management or investment strategy

Dernvatives are recorded at farr value whereas non-trading financial
hahilities (unless designated at faw vaiue) are recorded at amortised
cost Designation of certain liabibties at far value through profit or
loss sigmificantly reduces the accounting mismatch beitween fair
value and amortised cost expense recogrution {a cniterion of IAS
39) The Group ensures the critena under 1AS 39 are met by
matching the principal terms of dervatives to the corresponding

17 Dernvative financial instruments

Dernvatives are financial instruments that derive their value In
response to changes in interest rates, tnancial instrument prces,
commaodity prices, foreign exchange rates, credit nisk and indices
The types of denvatives used by the Group are set out below All
dervatives are classified as trading and recognised and
subsequently measured at fair value, with all revaluation gains
recogrused in profit and loss {except where cash flow or nat
investment hedging has been achieved, In which case the effective
portian of changes in fair value 1s recogrised within other
comprehensive Income)

The tables below analyse the notional principal amounts and the
positive and negative fair values of the Group's derivative financial

llabilities, etther ndimdually or on a portiolio basis

The changes in faw value of both the underlying liabilities
and dernvatives are monitored in a similar manner to trading
bhock portfoltos

The net far value loss on llabilites designated at fair value through
profit or loss was 514 million for the year (2009 net gain of

$70 million) Of this, a loss of $nul milion (2009 gain of $6 milkon)
relates to changes in credit nsk The cumulative farr value
movement relating io changes in credit nsk was a loss of $10 4
million {2009 $1C 4 milion)

The change n far value attnbutable to credit sk was determined
by comparing far value movements in risk-free debt instruments
with similar matunties, to the changes in farr value of habiibes
designated at far value through profit or loss

As at 31 December 2010, the amount the Group 1s contractually
obliged to pay at matunty to the holders of these obligations was
$446 milton higher {2009 $505 million} than the carrying amount
at tair value

instruments Notional principal amounts are the amount of pnncipal
underlying the cantract at the reporting date

The Group limits exposure to credit losses in the event of default by
entering nto master netting agreements with certain market
counterparties As required by 1AS 32, exposures are not
presented net In these accounts as In the ordinary course of
business they are not intended to be settled net Detalls of the
amounts avallable for offset can be found in the Risk review on
page 56

I he Denvatives and Hedging sections of the Risk review on pages
73 and 74 explain the Group's nsk management of dervative
contracts and application of hedging

2010 2009
Notional Notional
principal principal
amounts Assets Liabilities amounts Assets Liabilties
Total denvatives $smillion $million $mallion Senillion Srmillion Smilkon
Foreign exchange denvative contracts
Forward foreign exchange contracts 986,615 12,503 12,236 701 502 9052 7920
Currency swaps and options 566,291 11,343 11,712 448 615 2753 9,621
Exchange traded futures and cptions 855 - - 774 - -
1,553,761 23,846 23,948 1,150,891 18 805 17541
Interest rate dervative contracts
Swaps 1,745,286 17,487 17,001 1210432 14 230 13 946
Forward rate agreements and options 234,926 1,010 1,029 233,769 2498 2472
Exchange traded futures and options 619,859 350 346 252,625 83 84
2,600,071 18,847 18,376 1,696 826 16,811 16,502
Credit derivative contracts 65,986 1,602 1,679 35,133 835 845
Equity and stock index options 8,842 479 757 3,208 470 613
Commodity denvative contracts 36,524 3,085 2,373 19 066 1272 1,083
Total derivatives 4,265,184 47,859 47,133 2905124 38193 36,584
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17 Denvative financial instruments continued

Derwatives held for hedging
Hedge accounting 15 applied to denvatives and hedged items when the cntena under IAS 39 have been met The tables below list the
types of dervatives that the Group holds for hedge accounting

Group
2010 2008
Notional Notional
principol principal
amounts Assets Liabilities amounts Assels Uabtiles
' $millien Smillion Smallion Smulion Smelbon Smilion
Denvatives designated as fair value
hedges
Interast rate swaps 33,280 1,424 652 29 595 1247 440
Currency swaps 3,178 46 172 a07 14 <)
Forward foreign exchange contracts 1,650 28 " 825 - 1
38,108 1,498 835 31,027 1 261 450
Derwvatives designated as cash flow
hedges
Interest rate swaps 18,591 20 23 14 673 46 23
Options 950 54 - BG8B 23 -
Forward foreign exchange contracts 148 22 6 410 - 37
Currency swaps 1,751 9 1 218 - 1
21,440 105 30 16189 69 61
Dernivatives designated as net investment
hedges
Forward foreign exchange contracts 803 - 76 738 5 68
Total denvatives held for hedging 60,351 1,603 91 47 964 1335 LYad
Fair value hedges Gains and losses arising on the effective portion of the hedges are
The swaps exchange fixed rates for floating rates on funding to deferred in equity until the variability on the cash flow affects profit
match floating rates received on asseis, or exchange fixed rates on  and loss, at which time the gains or losses are transferred to profit
assets to match the floating rates paid on funding and loss Durning the year, $2 milion (2008 34 milion) was

recognised N the mcome staterment n respect of neffectiveness
For qualifying hedges, the far value changes of the dervative are ansing on cash flow hedges During the year net losses of
substantially matched by correspending farr value changes of the 817 million (2008 $106 mullon) were reclassified to profit and loss

hedged item, both of which are recognised in profit and loss In from the cash flow hedge reserve, of which losses of $30 miton
respect of far value hedges, gains ansing on the hedging (2009 $123 million} were recognised within operating costs and
nstruments dunng the year were $272 million (2009 losses of gains of $13 millon (2008 $47 millon) recognised within net
$462 millicn) compared with losses ansing on the hedged items Interest ncome

of $256 millon (2009 gains of $454 million)

Cash flow hedges

The Group uses Interest rate swaps to manage the vanability in
future cash flows on assets and llabilihes that have floating rates ot
interest by exchanging the floating rates for fixed rates It also uses
foraign exchange contracis, currency swaps and options to
manage the vanability in future exchange rates on its assets and
llabilities and costs in foreign currencies
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17 Denvative financial instruments continued

The Group has hedged the following cash flows that are expected to iImpact the income statement in the following periods

2010
Less than One to Two to Three to Four to Over
one year two years three years four years five years five years Total
$Smillion Smilion Smilion Smillieh Smullton Smillion Smilion
Forecast recewvable cash flows 769 190 181 129 79 - 1,348
Forecast payable cash flows (1,432) {170) {170) {124) (80) - {1,976)
(663) 20 1" 5 (U] - (628)
2009
tess than Cne o Two to Thiee to Four to Over
ohe year two years three years four yoars five vears five years Total
$million $millicn $milion $million $million $mition $rillion
Forecast recewvable cash flows 500 274 179 161 150 - 1,264
Forecast payable cash flows (2 043) (246) (155) (138) (132) - (2,712)
1.543) 28 24 25 18 - (1448)

Net investment hedges

The Group uses a combination of foreign exchange contracts and non-derivative financial assets to manage the vanability in future
exchange rates on Its net Investments 10 foreign currencies Gains and losses arising on the effective portion of the hedges are deferred
In equity until the net investment 1s disposed of Duning the year, $nil mulion {2009 $nil millon) was recegnised in the Income statement in
respect of neffectiveness arising on net Investment hedges

18 Loans and advances to banks

2010 2000
$million $roilion
Loans and advances 1o banks 53,359 53 067
Individual Impairment pravision (93) (132
Portfolic impairment provision 2) 2
53,264 52,933
Of which loans and advances held at far value through profit or foss (note 15) (1,206) {2 048)
52,058 50,885
Analysis of loans and advancas to banks by gecgraphy are set out in the Risk review section on pages 57 to 58
19 Loans and advances to customers
2010 2009
$rmilhon $milion
Loans and advances o customers 248,988 204,530
Individual iImpairment prowvisicn {1,824) (1 853)
Portfolio imparment provision {760) 874)
246,404 201,803
Of which loans and advances held at far value through profit or loss (note 15) (6,046) 3 511)
240,358 198 292
Leoans and advances pledged subject to sale and repurchase transactions 39 231

The Group has outstanding residential mortgage loans o Korea residents of $23 1 bilion (2009 $20 5 billon) and Heng Keng residents
of $18 2 bilion (2009 $14 8 billon}

Analysis of loans and advances to customers by geography and business and related impairment provisions are set out within the Risk
review on pages 57 to 67
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20 Assets leased to customers

Finance leases instalment credit

2010 2000

smillion Smithon

Finance leases 508 399
Instalment credit agreements 790 706
1,298 1,105

The ahave assets are included within loans and advances to customers The cost of assets acquired during the year for leasing 1o
customers under finance leases and nstalment credit agreements amounted to $131 million (2009 $228 million)

2010 2009
$million Srillion
Minimum lease recewvables under finance leases falling due
Within one year 282 52
Later than one year and less than five years 244 389
After five years H“ -
567 441
Interest income relating to future periods {59) 42
Present value of finance lease receivables 508 399
Of which
Falls due within one year 261 35
Falls due later than one year and less than five years 219 364
Falls due after five years 28 _

Operating lease assets
Assets leased to customers under operating leases consist of commercial arrcraft, which are included within property, plant and
equipment N note 26 At 31 December 2010 these assets had a het book value of $2,033 milion (2009 $1,608 millon)

2010 2009
smillion $milion

Minimum lease recevables under operating leases faling due
Writhin one year 196 175
Later than one year and less than five years 575 679
After five years 713 386
1,484 1,240
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21 Investment secunties

2010
Debt secunties
Held-to- Avallable- Loans and Equity Treasury
maturity for-saleé receivables shores bills Total
$million $million $million $million $million $milhon
Issued by public bodies
Government securities 25 20,776 388
QOther public sector securities - 629 -
25 21,405 388
Issued by banks
Certificates of depesit - 4,670 44
Other debt secunties - 15,135 864
- 19,805 808
Issued by corporate entiies and other 1ssuers
Other debt securilies - 9,345 3,508
Total debt secunties 25 50,555 4,804
Of which
Listed on a recognised UK exchange - 1,443 285! 140 - 1,868
Listed elsewhere 25 14,937 1,081 830 6,574 23,447
Unhsted - 34,175 3,438 1,547 1,321 50,481
25 50,555 4,804 2,517 17,895 75,796
Market value of listed securities 25 16,380 1,348 970 6,574 25,297
Investment secunties pledged subject to sale and
repurchase transactions - 430 73 - 1,090 1,693
1 Ihosue debl secunties Iisled of registered on a red ognised UK exchange or elsewhere ale thnly lraded of lhe inarket for (hese scousibios 1s digond
2009
DebA securities
Held 1o Available fol Loans and
ratunty sale recewvables Fauly shares Ticasury bills Tolal
$inillion Similhon $enullion $rilhon Smillion Similon
Issued by public bodies
Government securities 31 16 825 392
Other public sector securities - 1,530 18
3 18 355 40
Issued by banks
Certificates of deposit - 5,875 1,795
Cther debt secunities - 17,445 1,852
- 23,320 3,647
Issued by corporate entities and other issuers
Cther debt securities - 6758 2,600
Total debt securihes 31 48433 8,657
Of which
Listed on a recognised UK exchange - 5180 374" ¢ 105 - 5,659
Lisied elsewhere 29 17,451 Gi3' 4 289 5241 23923
Unlisted 2 25802 5,370 1255 13,717 46 146
31 48 433 6,657 1,649 18958 75728
Market value of listed securities 29 22,631 1,270 394 521 29,565
Investment secunties pledged subject to sale and
repurchase transactions - 518 - 72 547 3237
' These debt secunhies Isted o tegistered an o 1o ogisad LK exchiangs o olsewhete o Thiny tade d or This tnarket fo1 Ihese secuntie s s dhaquid

2 Amounts have beenieclassified as set ool i nole 47

Equity shares largely comprise investmants in corporates
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The change in the carrying amount of investment securities comprised
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2010 2000
Debt Equity Treasury Debt Equity Treasuny
securities shares bills Total securities shares bills Total
Smilhien Smillion $million $mtllion Sinithon gimithion Sinilion $mithon
At 1 January 55,121 1,649 18,958 75,728 51,0368 1593 16 713 69,342
Exchange translation differences 1,403 10 483 1,896 1,635 20 539 2194
Acguisions - - - - - 1 - 1
Additions 78,225 757 35,094 114,076 86712 389 42 658 129,739
Maturities and disposals {79,595) (279) (36,784) (116,658) (84,857) (807) (41,014) (126 678)
Impairment, net of recoveries on cisposal (24} 9) - (33) B 8 - (73)
Changes in farr value {including the effect of
fair value hedging) 355 389 46 790 29 465 (53) 441
Amortisabion of discounts and premiums {101) - 98 3 647 - 115 762
At 31 December 55,384 2,517 17,895 75,796 5511 1,649 18 958 75728

At 31 December 2010, unamartised premiums on debt securities held for nvestment purposes armounted to $43C millon 2009
$669 milllon) and unamortised diseounts amounted to $397 million (2008 $725 millor) Income from listed equity shares amounted to
$8 milion (2009 $12 miliion) and income from unlisted equity shares amounted to $45 milion (2009 $97 million)

The change in iImpairment provisicns is as follows

2010 2009
Debt Equity Treasury Debit Equity Treasury

secunties shares bulls Tota! secunbies shares bills Total

$milion Smilhion Smillion Smillion Smillien Srnllvon Sinilkon Smillion

At 1 January 191 236 - 427 158 an 1 470
Exchange translation dferences 1 1 - 2 1 1 - 2
Amounts wntten off (36) {7) - (43) 49) 68) N {118)
Impairment net of recovernes on disposals' 24 9 - 33 81 8) - 73
At 31 December 180 239 - 419 191 236 - 427

* Impanment charge INGIICes 160 ovenas of g miment o disposal o equity nvestrent of $1 million 2009 $57 millior) Of the new provisions tased of $34 inllion 2009 $130 milhan}
$2 nillion 2009 $7 milion) relales (o detst secuntios me istned as loans end recetvables and s mcludecd will epaimnnent losses on loans and wvances anc ofber credit provisions

with the balanes of $32 milion G009 $1.23 million) 1epor ted within: Sther Impairmernt

22 Other assets

2010 2009
Smallion $rilion

Financial assets held at amortised cost (note 15)
Hong Kong SAR Government certificates of indebtedness (note 32) 4,063 3414
Cash collateral 5,620 4,557
Acceptances and endorsements 4,847 3,080
Unsettled trades and other financial assets 5,098 1,617
19,628 12 668"

Non-financial assets

Commodities 2,852 2763
Other 2,876 1,770
25,356 17 201

Ussettied teades and olber inary @l ass: ts provio sty incuded within non inanclal assels have e en 1e4 tassied

The Heng Kong SAR government certificates of indebtedness are suborciinated to the claims of other parties In respact of bank

notes (ssued
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23 Investments n subsidiary undertakings, joint ventures and associates

2010 2009
Investment in subsidiary undertakings $million Smilion
At 1 January 12,906 - 10 406
Additions 1,385 2500
Deemed capnal contribution 360 340
Return of deemed capital contnbution (360} (340)
At 31 December 14,291 12 906

Following the adoption of an amendmant to the IFRS2 share based payments, on 1 January 2010, the Company presents the current
year share based payment charge as a deemed capital cantribution to subsidiaries and a cencurrent distributien of the deemed
capital contribution

At 31 December 2010, the principal subsidiary undertakings, all Indirectly hetd and principally engaged in the business of banking and
prowision of other financial services, were as follows

Group Interestin
ordinary share

Country and place of iIncerporation or registration Main areas of operation capital %
United Kingdom, Middle East South Asia, Asia Pacific 100
Standard Chartered Bank, England and Wales Amernicas and, through Group companies, Africa
Standard Chartered First Bank Korea Limited, Korea Korea 100
Standard Chartered Bank Malaysia Berhad Malaysia Malaysia 100
Standard Chartered Bank (Pakistan) Limited, Pakisian Pakistan 98 99
Standard Chartered Bank (Tawan) Limited Taiwan Tawan 100
Standard Chartered Bank (Hong Kong) Lirmited, Hong Kong Hong Kong 100
Standard Chartered Bank (China) Limited China China 100
Standard Chartered Bank {Thai) Public Company Lmited Thaland  Thaland 99 99
Standard Chartered Bank Nigerna Limited Nigeria Nigena 100
Standard Chartered Bank Kenya Limited, Kenya Kenya 739
Standard Chartered Private Equity Limited, Hong Kong Hong Keng 100

A full list of subsidianies will be included in the Company’s next Annual Return

Joint ventures
The Group has a 44 51 per cent interest through a joint venture cormpany that holds a majonty nvestment in PT Bank Permata Thk
{Permata), in Indonesia

The Group proportionately consolidates its share of the assets, labllities, income and expense of this (oint venture en a ine-by-line basis
Contingent liabilities set out in note 43 include $175 million (2009 $102 million) relating to these joint venture These mainly comprise
banking guarantees and rrevocable letters of credit There are no capital commitments related to the Group's investment in this joint
venture Related party transactions are disclosed in note 48

On 1 October 2010, the Group purchased the remaining 25 1 per ¢ent mterest in Standard Chartered STC! Capital Markets that it did not
already hold On that date, STCI became a wholly owned subsidiary of the Group and joint control ceased
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23 Investments In subsidiary undertakings, joint ventures and associates continued

The following amounts have been included in the consolidated accounts of the Group

2010 2009

$million Srmillion

Current assets 1,878 1,004
Long-term assets 1,905 1759
Total assets 3,763 2853
Current labilities (2,968) {2,183)
Long-term labilities (190) (151)
Total habilities (3,158) (2,334)
Net assets 625 519
Income 227 168
Expenses (132) {113)
Impairment (20) (20)
Operating profit 75 35
Tax {15} (13)
Share of post-tax result from joint ventures 60 22

Long-term assets are prmarily loans to customers and current labiliies are pnmanly customer deposits based on contractual maturites

Interests in associates

2010 2009
Smullion Srndllion
Al 1 January 514 51
Translation - {2)
Additions 139 41
Disposals - 5]
Dwidends received {22) {11)
Impairment - 19
At 31 December 631 514
The following amounts represent the total profit, assets and labilities of the Group's assosciated undertakings
2010 2000
$million Smillion
Profit for the year 227 163
Total assets 47,344 25,324
Total habities (45,368) (23,854)
Net assets 1,976 1,370
The Group's principal associates are
Group Interest
Main areas n ordinary
Associate of operation share capital %
China Bohal Bank China 199
Fleming Farmily & Pariners Asia 200
Merchant Solutions Limied Hong Kong 440
Asta Commercial Bank Vietnam 150

The fair value of the Investment in Asia Commercal Bank (ACB) at 31 December 2010 1s $157 mifion (2009 $238 milion) The Group's
investments In ACB and China Bohai Bank are less than 20 per cent but beth ACB and China Bohai Bank are considered to be
associates because of the significant Influence the Group Is able to exercise over the management of these companies and ther financial
and operating policies Significant influence 1s evidenced largely through the interchange of management persennel and the provision of

expertise The reparting dates of these associates are within three menths of the Group s reporting date
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24 Business Combinations

2010 acquisitions

On 12 April 2010, the Group acquired 100 per cent of the
consumer finance business of GE Capital (Hong Kong) Umited, a
Heng Kong (restricted licence) banking company The Group
purchased this interest for $144 mullion, recognising goodwill

of 3 milion

On 2 August 2010, the Group acquired 100 per cent of the
consumer finance business of GE Commercial Financing
(Singaporg) Limited in Singapare The businesses weare acquired
for $70 milhon and goodwill of $14 millon was recognisad

On 1 Qctober 2010 the Group purchased the remaining 251 per
cent interest in Standard Chartered STCI Capital Markets (STCI) for
$18 millon By virtue of this transaction STCI became a subsichary
of the Group The fair value of the 74 9 per cent interest held by the
Group at 1 October 2010, which is included in the purchase

The assets and habilities arising from the acquisiions are as follows

consideration, was $55 million As required by IFRS 3 — '‘Business
Combinations’, the Group recognised a gain (net of foreign
exchange) of $4 million within ‘Other operating income’ from
remeasuning the 74 9 per cent interest held by the Group to far
value Following this transaction goodwill relating to STCI increased
to $75 million

Between 31 October 2010 and 5 December 2010 the Group
acquired the custody business of Barclays Bank PLC across
various locations 1n Affica The business was acquired for
$130 mition and goodwill of $21 million was recognised

If the acguisitions had occurred on 1 January 2010, the operating
Income of the Group would have been approximately $16,099
million and profit before taxation would have been approximately
$8,135 milion

Acquiree’s
Fair value carrying amount
Smilhion Smilhon
Cash and balances at central banks 20 20
Loans and advances to banks 6 6
Loans and advances to customers 894 901
Investment securnties 2 2
Intangibles other than goodwill 12 -
Deferred tax assets 4 12
Other assets 16 26
Total assets 1,054 967
Other labilities 737 736
Accruals and deferred income 1 "
Total habilities 748 747
Net assets acquired 306 220
Purchase consideration settled in cash (364)
Cash and cash equivalents in subsidiary acquired 20
Cash oulflow on acquisition (344)
Purchase consideration
Cash paid 364
Fair value of interest held prior to change in control 55
Fair value of net assets acquired {306)
Goodwill 13
Intangible assets acquired
Customer relaticnships 12
Total 112
Contribution from date of acquisition to 31 December 2010
Operating income 22
Profit before taxation :

The fair value amounis contain some provisional balances, which will be finalised within 12 months of the acquisition date

As part of the business combinations, $7 million of intercompany labilities were acquired and deemed to be settled

Acquisition related costs of $3 million are included within operating expenses

The fair value of loans to banks 1s 86 milion The gross contractual amount due 1s $6 million, of which $nl milion 1s the best estimate of

the contractual cash flows not expected to be collected

The fair value of loans to customers 1s $894 milion The gross contractual amount due 1s $907 millon, of which $15 mullion 1s the best

estimate of the contractual cash flows not expected to be collected

Goedwill ansing on the acguisitions are attributable to the synergies expected to anse from the integration with the Group and to those
ntangibles that are not recognised separately The primary reason for the acquisitions 1s to enhance capability and for strategic intent
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24 Business Combinations continued

2009 acquisitions At 31 December 2009, under the requirements of IFRS 3

On 30 January 2009, the Group acquired 100 per cent of the ‘Business Combinations’, the Group was deemed to have paid
share capital of Cazenove Asia Limited (subsequently renamed contingent consideration of $41 milion in raspect of its 2005
Standard Chartered Securtties {Hong Kong) Umited), a leading acquisition of Korea First Bank (subsequently renamed SC First
Asian equity caprtal markets, corporate finance and insttutional Bank), and conseguently addibonal goodwill of $41 million has
brokerage business been recognisec

On 30 June 2008, the Group acquired the remaining 75 per cent If the acquisitions had occurred on 1 January 2009 the operating

non-controling interest In Rirst Africa, for a consideration of inceme of the Group would have been approximately
$13 millon Goodwill of $5 millon was recagnised and $5 million $15,184 million and profit before taxation would have been
of customer relationshie Intangibles identified approximately $5,147 million

During 2009 the Group acquired a further 2 per cent nterest inits ~~ The assets and habilties ansing from the acquisition of Cazenove
subsidiary in Ghana for an addiional $8 million, generating goodwll  Asia were as follows

of $& million
Acquirees
Fau value catrying amount
$rmilion Smillion
Loans and advances tc banks 34 34
Investment securities 1 1
Intangibles other than goodwill =] -
Property plant and equipment 1 1
Qther assets 45 45
Total assets a0 81
Other lliabiities 39 39
Accruals and deferred income 7 7
Retirement benefit obligations 2 2
Total habiities 48 48
Net assets acquired 42 33
Purchase consideration settled in cash {73)
Cash and cash equivalents in subsidiary acguired 3
Cash outflow on acquisition (42)
Purchase consideration
Cash paid 73
Fair value of net assets acquired 42)
Goodwil 31
Intangible assets acquired
Customer relationships 9
Total 9
Contribution from acquisition to 31 December 2009
Operating Incoms 39
Loss before taxation (3}

Goodwill arising on the acquisitions 1s attributable to the synergies expected to anse from therr iIntegration with the Group and to those
intangibles that are not recognised separately, such as the acguired workiorce
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25 Goodwill and intangible assets

2010 2009
Acquired Acquared
Goodwill intangibles Software Total Goodwmll  intangibles Software Total
$million Smullion $milhon $million Smifion Sinillion smillion Smilbon
Cost
At 1 January 6,016 519 650 7,185 5,745 490 595 B 830
Exchangs translation differences 154 18 64 236 188 15 21 224
Acquisitions 69 17 - 186 83 14 - 97
Additions - - 197 197 - - 172 172
Disposals - - - - - - (2 @)
Amounts written off - - (137) (137) - - [136) (136)
At 31 Decetmnber 6,239 654 774 7,667 6,016 519 650 7185
Provision for amortisation
At 1 January - 285 280 565 - 204 265 468
Exchange translation differences - 12 17 29 - 12 ] 21
Amortisation {or the perniod - 62 168 230 - 69 139 208
Amounts written off - - (137) (137) - - {133) {133)
At 31 December - 359 328 687 - 285 280 565
Net book value 6,239 295 446 6,980 6,016 234 370 6620
At 1 January 2008, the net book value was goodwill, $5,745 millon, acqurred ntangibles, $286 milion, and software, $330 millon
At 31 December 2010, accumulated goodwill impairment losses ncurred from 1 January 2005 armounted to $69 million (2002
$69 million)
2010 2009
Smillion Sinilion
Acquired intangibles comprise
Core deposits 37 51
Customer relationships 202 17
Brand names 51 60
Licences 5 )
Net book value 295 234

Acquired intangibles primarily compnse those recognised as part of the acquisiions of SC First Bank (SCFB), Permata, Union Bank {now
amalgamated mto Standard Chartered Bank (Pakistan) Limited), Hsinchu inow amalgamated into Standard Chartered Bank (Taiwan)
Limited), Pembxroke, Harnison Lovegrove, American Express Bank and the custedy business in Africa The acquired intangibles are
amortised over penods from four years to a maximum of 16 years in the case of the customer relationships intangible acquired in SCFB

Significant items of goodwill ansing on acquisitions have been allocated to the following cash-generating unis for the purposes of

impalrment testing

Goodwill
2010 2000
Acquisition Cash Generating Unit $millton Smilion
SCFB, A Brain andg Yeahreum Korean business 1,745 1700
Urion Bank Pakistan business 307 312
Hsinchu and Asia Trust Tawan business 1,286 1220
Manhattan Card Business Credit card and personal loan — Asia, India & MESA 896 896
Grindlays (Inchia) and STCI India business 444 410
Grindlays (MESA) MESA business 370 363
Standard Chartered Bank (Thai)  Thaland business 337 310
Permata Group's share of Permata (Indongsia business} 174 163
American Express Bank Financial Institutions and Private Banking business 396 396
Harnsen Lovegrove Pembroke
Cazenove Asta and First Ainca Carporate adwvisory business 64 64
Other 220 182
6,239 6,016
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25 Goodwill and intangible assets continued

All recaverable amounts were measured based on value In use
The key assumptions and approach to determining value in use
calculations, as set out below, are sclely estimates for the
purpeses of assessing impairment on acquired goodwill The
calculation for each unit uses cash fiow projections based on
budgets and forecasts approved by management covernng one
year, except for Tawan business, Korea business, Thaland
business and Permata, which use forecasts covering four years to
2014 Management forecasts projected revenue growth rates
greater than leng-term GDP rates but which are in Ine with past
performance as adjusted to reflect the current economic chmate,
especially for 2009 and 2010 Cash flow projections are
extrapelated forward for periods of up to a further 19 years using
steady long-term forecast GDP growth rates and a terminal value
determined based on long-term earning multiples Where these
rates are different from avalable market data on long-term rates,
that fact is stated below The cash flows are discounted using a
pre-tax discount rate, which reflects current market rates
approprate to the cash-generating unit Management believes that
reasonable possible change in any of the key assumptions on
which the recoverable amounts have been based would not cause
the carrying amounts to exceed their recoverable amount

Korea businesses

SCFB, A Brain and Yeahreum were acquired in 2005, 2007 and
2008 respectively with initial goodwill recegrnised of $1,891 millien
and a further 5 million goodwill recognised in 2008 in respect of A
Bran The businesses comprise Consumer and Wholesale
Banking operations in Korea

in assessing impairment of goodwill, the Group has assumed that
growth beyond 2014 will take place at a steady rate of 4 & per cent
{2009 3 5 per cent} In line with the long-term forecast GDP growth
of Korea A pre-tax discount rate of 16 3 per cent (2009 19 9 per
cent) was used

Pakistan business

Union Bank was acquired in September 2008 with inihal goodwill
recognised of $414 millen Addtional goodwilk of 317 million arose
as a result of a share swap Together with the Group’s existing
operations, the combined business compnses Consumer and
Wholesale Banking operations in Pakistan

In assessing Impairment of goodwill, the Group has assumed that
growth will increase at a steady rate of 5 9 per cent {2009 4 5 per
cent) in ine with the long-term forecast GOP growth of Pakistan
A pre-tax discount rate of 24 7 per cent (2009 28 4 per cent)

was used

Tawan businesses

Hsinchu and Asia Trust were acguired in 2006 and 2008
respectively with initial goodwill recognised of $1,142 miliion and a
further $34 rmillion of goodwill recognised In 2007 1n respect of
Hsinchu Together with the Group's existing operation, the
combined business comprises Censumer and Whaolesale Banking
operaticns in Tawan

In assessing Imparment of goodwill, the Group has assumed that
growth beyond 2014 will increase at a steady rate of 4 9 per cent
(2009 3 4 per cent) in ine with the long-term forecast GDP growth
of Tawan A pre-tax discount rate of 16 2 per cent (2009 16 7 per
cent) was used

Credit card business

Manhattan Card Business was acquired in 2000 with intial
goodwil recognised of $1,061 milkon This was amortised to $892
milhon under UK GAAP until 31 December 2003 The business

Financial statements and notes

Notes to the tinancial statements

comprises a credit card business and a personal loans business
across Asia, India and MESA

In assessing Impairment of goodwill, the Group has assumed that
growth will ncrease at a steady rate of 1 8 per cent (2008 3 8 per
cent) In ine with the long-term forecast global GDP growth A
pre-tax discount rate of 16 7 per cent (2009 13 9 per cent)

was used

India businesses

Grindlays (India) was acquired in 2000 with intial goodwill
recognised of $446 million This was amortised to $366 milion
under UK GAAP untl 31 December 2003 It comprises Consumer
and Wholesale Banking operations in India In 2008, the Group
acguired a 74 9 per cent mterest in STCI, with inttial goodwill
recognised of $52 millon Foltowing the acquisition of the
remaning 25 1 per cent in 2010, this goodwill Increased to

$75 million

In assessing impairment of goadwill, the Group has assumed that
growth will Increase at a steady rate of 8 O per cent (2009 786 per
cent) In line with the long-term forecast GDP growth of India A
pre-tax discount rate of 22 4 per cent (2009 18 & per cent)

was used

MESA business

Grindlays (MESA) was acquirad 1n 2000 with inhal goodwill
recognised of $446 milion This was amortised to $366 milion
under UK GAAP until 31 December 2003 It comprises Consumer
and Wholesale Banking aperaticns in MESA

In assessing impairment of goodwill, the Group has assumed that
growth will ncrease at a steady rate of 1 8 per cent (2009 3 8 per
cent) In ine with the long-term forecast GDP growth of MESA A
pre-tax discount rate of 18 2 per cent (2009 20 9 per cent)

was used

Thailland business

75 per cent of Standard Chartered Bank (Thal) was acquired in
1999 with intial goodwill recognised of $222 milkon This was
amortised 1o $204 milllon under UK GAAP until 31 December
2003 |n 2005 the Group acquired the remaining 25 per cent,
Increasing goodwill to $272 milkon The business comprises
Consumer and Wholesale Banking operations in Tharland

In assessing impanment of goodwill, the Group has assumed that
growth beyond 2014 will increase at a steady rate of 5 3 per cent
(200€ 4 3 per cent) In ine with the long-term forecast GDP growth
of Thaland A pre-tax discount rate of 25 2 per cent (2008 177 per
cent) was used

Group’s share of Permata

31 55 per cent of Permata was acquired in 2004 with initial
goodwll recognised of $115 million A further 12 96 per cent was
acquired in September 2008, generating further goodwill of $57
mitilon This business comprises Consumer and Wholesale
Banking ocperations in Indonesia

In assassing imparment of goodwill, the Group has assumed
that growth heyond 2014 will increase at a steady rate of 75 per
cent {2009 6 4 per cent) In ine with the long-term forecast GDP
growth of Indonesia A pre-tax discount rate of 23 3 per cent
(2008 27 8 per cent) was used
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25 Goodwill and intangible assets continued

Financial institution and Pnivate Banking business

100 per cent of AEB was acquired in February 2008 with initial
goodwill recognised of $396 millen The business comprises
Consumer and Wholesale Banking operations in the Americas,
Europe and Asia

In assessing impairment of goodwill, the Group has assumed that
growth will remmain at a steady 1 8 per cent (2009 3 8 per cent), In
IIne with long-term forecast global GDP growth A pre-tax disccunt
rate of 16 7 per cent (2009 13 9 per cent} was used

26 Property, plant and equipment

Corporate advisory business

The total goodwill of $84 million generated on the acguisition of
Harrnison Lovegrove and Pembroke in 2007 and Cazenove Asia
and First Africa In 2009 comprises, ol and gas adwvisory, arrcraft
leasing, capital markets and corporate advisory and leverage
finance advisory aperations m Europe, Asia and Africa respectively
In assessing impairment of goodwil, the Group has assumed that
growth will remain at & steady 18 per cent (2009 3 8 per cent), In
line with long-term forecast global GDP growth A pre-tax discount
rate of 16 7 per cent (2009 13 9 per cent) was used

2010 2000
Operating Cperaling
Premises Equipment lease assets Total Prermises  Equipment  lease asselts Total
Smilion Smillion $milhon Smillion $milhon Smilion miliion $mullion
Cost or valuation
Al 1 January 2,647 775 1,685 5107 2,576 729 1055 4,360
Exchange translation differences 69 33 - 102 82 23 - 106
Additions 240 130 498 868 134 125 630 889
Acquisitions - 1 - 1 - 1 - 1
Disposals and fully depreciated assets
written off (200) {102) - (302) (197} (©8) - (295)
Reclassification - - - - 5 (5) - -
Transfers from/(to) assets held for re-sale (91) - - (91) a7 - - 47
At 31 December 2,665 837 2,183 5,685 2647 775 1,685 5107
Depreciation
Accumulated at 1 January 423 502 79 1,004 327 422 25 774
Exchange translation differences 9 15 - 24 5 15 - 20
Charge for the year 118 140 71 329 119 139 54 312
Attnbutable to assets sold, transferred or
written off (79) {100) - {179) (28) {74) - (102)
Accumulated at 31 December 471 557 150 1,178 423 502 79 1,004
Net book amount at 31 December 2,194 280 2,033 4,507 2224 273 1606 4,103
At 1 January 2008, the net book value was premises, $2,249 millon, equipment, $307 million, and operating lease assets,
$1,030 millon
Assets held under finance leases have the fcllowing net book amount
2010 2009
Premises Equipment Prenmises Equipment
$million $Smillion $mrulion Siilion
Cost ! 47 12 45 16
Aggregate depreciation (8) (7) (7) 1)
Net beok amount 39 5 38 5
The Group's premises leases include rent review pericds, renewal terms and in some cases purchase options
2010 2009
$milhion Smullion
Minimum lease payments under finance leases falling due
Within one year 3 3
Later than one year and less than five years 4 5
7 8
Future finance charges on finance leases - [W)]
Present value of inance lease liabilities 7 7
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27 Deferred tax

Financial statements and notes

Noles to the financial staements

The following are the major deferred tax llabiliies and assets recognised by the Group and mavements thereon during the

reparting period

Exchange At
At 1 January & other Acquisitions/ Chargef{credit) Charge/{credit) 31 December
2010 adjustments disposals to profit to equity 2010
Smillion Smullion $millron $million $million $miilion
Deferred taxation comprises
Accelerated tax depreciation (193) 25 (L)) 88 - {174)
Impairmeant provisions on lcans and advances (131) - - 172 - 41
Tax losses carried forward {(277) {20) ()] (26) - (324)
Avallable-for-sale assets 75 5 - - (9) 71
Premises revaluation 1 - - - - 1
Cash flow hedges - - - 17 18
Unreleved foreign tax {53) - - 53 - -
Retirement benefit obligations (119) - - 25 17 (77}
Share based payments {149) (1) - (58) 33 (175}
Other temporary differences (57) 37) (2) (66} - (162)
Net deferred 1ax assets (203) 27} (97) 188 58 {(781)
At Exchange At
1 January & other Acquisitions/ Chargedcredt) Charga#credity 31 December
2000 adustments disposals to profit to equity 2009
$rmilion $million Smillion Smilhon $million $milion
Deferred taxation comprises
Accelerated tax depreciation (29) (7 - (157) - (183)
Impairment provisions on lcans and advances (174) (18) - 61 (131}
Tax losses carned forward {145) 3 - (113) 22 (277)
Avallable-for-sale assets 63 6 - - 6 75
Premises revaluation 17 ) - (14 - 1
Cash flow hedges (35) 14 - - 21 -
Unrelieved foreign tax (34) - - (19) - 53
Retirement benefit obligations 89) (12) - 19 37 (119)
Share based payments (21) (13) - (89 35) (149)
Other temporary differences (37) 28 - 48) - (57)
Net deferred 1ax assets 484 1) - {351) (67) (903)
Deferred taxation compnses assets and hakiliies as follows
2010 2009
Total Asset Liability Total Assel Liatahity
$million $milhian $Smillien $imillion $milion $inflion
Deferred taxation comprises
Accelerated tax depreciation {174) (222) 48 {193) (214) 21
impairrment provisions on leans and advances M {(180) 221 {131) {227) 96
Tax losses carned forward (324) (309) {(15) (277) (277) -
Avallable-for-sale assets 71 42 29 s 61 14
Premises revaluation 1 - 1 1 - 1
Cash flow hedges 18 16 2 - 3 3
Unrelieved foreign lax - - - (63) {53) -
Retirement benefit obligaticns (77) {77) - (119) (120) 1
Share based payments {175} {162) (13} (149) (140) 9)
Other temporary differences (162) (54) {108) (57 (123) 66
(781) (946) 165 (903) (1,098 193

Where permitted deferred tax assets and labilines are offset on an entity basis and not by component of deferred taxation
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27 Deferred tax contnued

2010 2009
$million $milkon
No account has been taken of the following potential deferred taxation assets/{liabilities)

Unrelieved foreign tax 664 715
Unremittect earnings from overseas subsidiaries’ (309) (206)
Foreign exchange movements on investments In branches (117) 48)
Tax losses 124 130
Held over gans on incorperations of overseas branches {473) (494}

1 Unremitted earmings from overseas subsidiaiies inchxles $309 milion (2009 8296 milion) witholding tax No UK 1ax habily has been rec ogrised on undstnbuled earnings because it
15 probable that 9 such amounts are remitted n the tutire they would be tax tiee as a result of a change in the UK taxalion of torcigh dividends post 1 July 2009

28 Deposits by banks

2010 2009
Smilhion $rmillion
Deposits by banks 28,5561 38,461
Deposits by banks included within
Financial habilities held at farr value through profit or loss (note 15) 923 482
Total deposits by banks 29,474 38,943
29 Customer accounts
2010 2000
$milion $million
Customer accounts 306,992 251,244
Custemer accounts included within
Financial habilities held at farr value through prefit or loss (note 15) 9,510 5,602
Total customer accounts 316,502 256 746
Included in customer accounts were deposits of $1,659 milion (2009 $1,109 millon) held as collateral for irrevocable commitments
under import letters of credit
30 Debt securities in 1ssue
2010 2009
Certificates of Certiticates of
deposit of Other debt deposit of Other debt
$100,000 or securiies $100,000 securiies
more nissue Total or more N Issue Total
Smull Smill $millien Serulion Simillion Srmilion
Debt sacurities in 1ssue 9,021 22,360 31,381 10,611 18 661 29,272
Debt securitios inissue inciuded within
Financial habilities held at fair value
through profit or loss {note 15) 207 3,103 3,310 865 3122 3987
Total debt securnties In 1ssue 9,228 25,463 34,691 11478 21,783 33 259
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31 Structure of deposits

The following tables set out the structure of the Group's deposits by principal geographic areas as at 31 December 2010 and
21 December 20C9

2010
Asia Pacific
Middle East Americas
Other Asia & Other UK &
Hong Kong  Singapore Korea Pacific India S Asia Africa Europe Total
$million $million $milhon $million $million Semullion $million $milhon $million
Non-interest bearing current and
demand accounts 7,045 5,927 74 5,167 3,175 7,907 3,917 7,608 40,820
Interest bearing current accounts
and savings deposils 43,302 22,843 18,981 27,060 2,324 3,834 2,212 16,699 137,255
Time deposits 26,338 23,793 18,015 35,660 6,469 10,341 2,431 39,605 162,652
Cther deposits 130 112 733 843 2,058 332 121 9520 5,249
Total 76,815 52,675 37,803 68,730 14,026 22,414 8,681 64,832 345976
Deposits by banks 2,540 1,130 2,484 4,006 512 1,655 470 16,777 29,474
Customer accounts 74,275 651,545 35,319 64,724 13,514 20,859 8,211 48,055 316,502
76,815 52,675 37,803 68,730 14,026 22,414 8,681 64,832 345,976
Debt securities In 1ssue 22 535 9,860 1,812 241 52 413 21,756 34,691
Total 76,837 53,210 47,663 70,542 14,267 22,466 9,094 86,588 380,667
2009
Asia Pacific
Middle East Americas
Hong Other Asia & Other UK &
Kong Singapore Korea Pacific Incha S Asia Alnica Europe Total
Srmullion Srndllion $rilien Smillioh Smillion $mullon $million $mulon Smilhon
Neon-interest bearing current and
demand accounts 6 220 6343 81 4,393 2779 6,571 2,274 1,911 30572
Interest bearing current accounts
and savings deposis 42 493 16544 16 663 24 480 2051 3093 3,386 18 016 126,726
Time deposits 22 964 2073 13,840 27,855 5,101 11,086 1604 30,611 433 882
Cther deposits 73 52 458 1,048 1,291 408 146 1033 4 509
Tatal 71,750 43 670 31042 57776 11,222 21158 7,500 51,571 295,689
Depasits by banks 2,898 1,972 8287 6673 620 1353 294 16,846 38943
Customer accounts 68 852 41698 22,755 51,103 10,602 19,805 72086 34,725 256 746
71750 43,670 31,042 57778 11222 21,168 7500 515741 295 689
Debt securties in issue 145 679 12,608 1685 520 45 326 17,241 33,259
Total 71895 44,349 43,650 59 471 11742 21203 7826 68,812 328,048
32 Other iabiities
2010 2009
Smilhon $miion
Financial labilities held at amortised cost {note 15}
Notes in cireulation 4,063 3,414
Acceptances and endorsements 4,774 2963
Cash collateral 2,527 2136
Unsettled trades and other financial habilties 4,526 2,538
15,890 11,051
Non-financial labilties
Cash-settled share based payments 128 104
Other habilities 5,076 4 984
21,094 16,139
¥ Unsetiled trades and othe 1 inancial labiities previcusly mcluded wattun non inancal kabilies have been reclessified

Hang Keng currency notes in circulation of $4,063 million (2009 $3,414 million) that are secured by the government of Hong Kong SAR
certificates of iIndebtedness of the same amount included n other assets (note 22)
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33 Subordinated habilities and other borrowed funds

2010 2009
Smitlion Smidion
Subordinated loan capital - 1ssued by subsidiary undertakings
£875 milion 5 375 per cent undated Step Up Subardinated Notes (Callable and floating rate from 2020) 659 658
£600 millon 8103 per cent Step Up Callable Perpetual Preferred Secunties (Callable and floating rate from 2016) 1,137 1,164
£700 million 7 75 per cent Subordinated Notes 2018 1,192 1,201
£300 mulion 6 O per cent Subordinated Notes 2018 (Callable and floating rate from 2013) 509 530
£200 milllon 7 75 per cent undated Step Up Subordinated Notes (Callable and floating rate from 2022) 384 390
€1,100 milion 5 875 per cent Subordinated Notes 2017 1,622 1701
€750 million 3 625 per cent Subordinated Notes 2017 (Callable and floating rate from 2012) 1,034 1,113
€675 million Floating Rate Subordinated Notes 2018 (Callable 2013) 915 972
€500 millon 8 16 per cent non-cumulative Trust Preferred Secunties (Callable 2010} - 723
$1 5 billion @ 5 per cent Step Up Perpetual Preferred Securities (Callable 2014) 1,580 15609
$1 billien 6 4 per cent Subordinated Notes 2017 1,143 1101
8750 milion 5 875 per cent Subordinated Notes 2020 738 -
$700 milion 8 O per cent Subordinated Notes 2031 594 574
$500 million Floating Rate Subordinated Notes 2016 (Callable 2011) 499 499
$500 million Flgating Rate Subordinated Notes 2015 (Callable 2010) - 499
$300 milion Floating Rate Subordinated Notes 2017 (Callable 2012) 299 298
$100 million Floating Rate Subordinated Nates 2018 (Callable 2013) 100 100
$22 milllon 9 75 per cent fixed to floating rate note 2021 {Callable 2016) 22 22
BWP 75 milien Floating Rate Subordinated Notes 2017 (Callable 2012) 12 "
BWP 50 million Floating Rate Subordinated Notes 2015 (Callable 2011} 8 8
DR 500 bitlion Floating Rate Notes 2016 (Callable 2011} 22 22
JPY 10 bilion 8 35 per cent Subcrdinated Note 2023 (Callable 2018) 138 116
KRW 300 bilion 705 per cent Subordinated debt 2019 (Callable 2014) 266 259
KRW 2380 billion 8 08 per cent Subordinated debt 2018 (Callable 2013) 236 227
KRW 90 billion 6 05 per cent Subordinated debt 2018 84 78
KRW 30 bilion Floating Rate Subordinated debt 2011 26 26
KRW 3 billion 6 11 per cent Subordinated debt 2011 2 2
MYR 500 million 4 28 per cent Suberdinated Bonds 2017 (Caliable and floating rate from 2012) 164 149
PKR 1 bilion Floating Rate Notes 2013 1 12
PKR 750 miifion Floating Rate Notes 2011 2 6
SGD 450 million 5 25 per cent Subordinated Notes 2023 (Callable and floating rate from 2018) 363 325
TWOD 10 billion undated Floating Rate Notes - N2
TWD 10 billion 2 9 per cent Subordinated debt 2019 {Callable 2014) 33 310
TZS 10 billien 11 per cent Subordinated Notes 2021 {Callable and floating rate from 2015) 7 -
TZS 8 billon Floating Rate Subordinated Notes 2015 - 6
UGX 40 bilion 13 per cent fixed interest rate bond 2020 (Callable 2015) 17 -
14,116 14,923
Issued by company
Primary capital floating rate notes
$400 milhon 57 58
$300 million {Series 2) 81 82
$400 milion (Senes 3) 83 84
$200 milhon (Series 4) 51 52
£150 million 234 242
Other borrowings' ¢ 1,317 1289
1,823 1,807
Total for Group 15,939 16,730

 Otho borrowmgs compiisa iiodeemable sterling prelerence shares and US dollar non curnulabive iedeetn bla preference shares
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33 Subordinated habilities and other borrowed funds continued

All subordinated habilities are unsecured, unguaranteed and
subordinated to the ctaims of other creditors including without
limitation, customer deposits and deposits by banks The Group
has the night to settle these debt instruments N certain
circumstances as set out in the contraciual agreements

Of the total subordinated tiabiities and other borrowtngs,
$11,611 million 1s at fixed interest rates (2008 $11,564 million)

On 4 February 2010, Standard Chartered Bank exercised its right
to redeem its $500 miflien suboerdinated floating rate notes in full on
the first optional call date

On 23 March 2010, Standard Chartered Capital Trust |, a special

purpose entity of the Group, redeemed 1ts EUR 500 million 8 16 per
cent Non-Cumulative Trust Preferred Secunties

34 Provisions for habihties and charges

Financial statements and notes

Notes Lo the tnancie statements

On 24 June 2010, Standard Chartered Bank (Hong Kong) Limited
1ssued 3750 milllon 5 875 per cent fixed rate subordinated notes
due June 2020

As at 30 June 2010, Standard Chartered Bank (Taswan) Limited
had redeemed ts TWD 10 billion undated floating rate notes

On 20 July 2010, Standard Chartered Bank {Pakistan) bimited
partly redeemed PKR 339 million of sts PKR 750 million floating rate
notes 2011

On 22 October 2010, Standard Chartered Bank (Tanzania) Umited
1ssued TZS 10 hilhon 11 per cent subordinated notes due 2021,
Callable 2015

On 6 December 2010, Standard Chartered Bank (Ugands) Limited
issued UGX 40 bilhon 13 per cent fixed interest rate notes due
2020, Callable 2015

Provision
for credit Other

commitments provisions Total

$million Smillion $million

At 1 January 2010 22 162 184
Exchange translation differences 1 1 2
Transfer - 46 46
Charge againsi profit 9 123 132
Provisions utihised (11} (38) (49)
At 31 December 2010 21 294 315

Prowision for credit commitment comprises those undrawn contractually committed faciliies where there is doubt as to the borrowers’
ability to meet therr repayrnent obligations Other provisions include provisions for regulatory settlements, legal clams and contingent

business related provisions
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35 Retirement benefit obligations

Retrement benefit obligations comprise

2010 2000
Smillion Smillion

Defined benefit schemes obligation 297 498
Defined contribution schemes obligation 13 8
Net book amount 310 506
2010 2000

$million $million

At 1 January 506 447
Exchange translation differences 9} 17
Acquisitions 2 2
Charge against profit (net of finance income) 182 138
Change n other comprehensive Income (83) 150
Net payments {288) (248)
At 31 December 2010 310 506
2010 2000

Smillion Sruilion

Defined benefit schemes 39 30
Defined contribution schemes 143 108
Charge aganst profit (nete 8) 182 138

UK Fund

The financial position of the Group's principal retirement benefit scheme, the Standard Chartered Pension Fund (the ‘Fund’) (a defined
benefit scheme), 1s assessed in the light of the adwice of an Independent qualified actuary The most recent actuarial assessment of the
Fund for the purpose of funding was performed as at 31 December 2008 by A Zegelman, Fellow of the Faculty of Actuanes, of Towers
Watson Actuaries, using the projectad unit method As part of the 31 December 2008 actuanal valuation, the Trustee reviewed the Iife
expectancy assumptions adopted The assumptions having the most significant effect on the outcome of this valuation were

Return from Gilts 3 85 per cent per annum
Return from return seeking assets 6 05 per cent per annum
General Increase (n salaries 2 80 per cent per annum
Rate of pnce inflation 2 80 per cent per annum
Increase In pensions

In deferment (where applicable) 2 80 per cent per annum

In payment’ {pre April 1997 service) 2 80 per cent per annum

In payment {post Aprit 1997 service) 200 - 2 80 per cent per annum
t o Apphes to discretionary ncigases and soine gininleed nieasas

Applying these assumptions, at the valuation date the market value of the assets of the Fund ($1,228 millon) was sufficient to cover 89 3
per cent of the benefits that had accrued to members Additional contrbutions of $66 mitiion were paid dunng 2010 No further
additional contnbutions are payable over the three years to 31 December 2013

Contributions paid to the Fund durning 2010 were $78 million (2009 $21 million) and regular contributions were set at 28 per cent of
pensionable salary for all membars With effect from 1 July 1898 the Fund was closed to new entrants and new employees have
subsequently been offered membership of a defined contribution scheme Dus 1o the ctosure of the Fund to new entrants, 1t 1s expected
that the current service cost will ncrease, as a percentage of pensionable pay, as the members approach retrement
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35 Retirement benefit obligations continued

The UK government anncunced on 8 July 2010 that it would
axtend the use of the Consumer Prices Index (CPI) for ncreases
1o pensions in deferment and payment from the public sector

to the private sector occupational pension arrangements rather
than the Retail Prices Index [RPI) It 1s expected that CPI

ncreases will be around 0 9 per cent per annum lower than RPI
As the UK scheme rules link some increases directly to the index
used by the government, the change in legislaticn means that
these will be automatically linked to CPl and the resulting reduction
in habity of $54 milion has been recognised in the income
statement as a negative past service cost In the case of
discretionary pension increases, the change is not automatic but
the Group still expects that future discretionary increases will be
referenced to GPI The resulting reduction in hability of $100 milhon
has been treated as change in assumptions and recognised in
other comprehensive income:

Overseas Schemes

I he pnncipal overseas defined benefit arrangements operated by
the Group are In Germany, Hong Kong, India, Jersey, Korea,
Tawwan and the US

The financial assumptions used at 31 December 2010 were

Financial statements and notes

Notes to ths financial sialements

All Schemes

The disclosures required under 1AS 19 have been calculated by
qualified Independent actuanes based on the most recent fult
actuarial valuations updated, where necessary, to 31 December
2010 Pension costs for the purpose of these accounts were
assassed using the projected unit method and the assumptions
set out below, which were based on market data at the date

of calculation

Employer contributions to defined benefit plans over 2011 are
expected to be $52 million

Separate figures are disclosed for the UK Fund, Overseas

Funded Defined Benefit, Post-retirement Medical and Other
Unfunded Schemes

Funded defined benefit schemes

UK Fund' Overseas Schemes?
2010 2009 2010 2009
% % % %
Price inflation 350 350 150-4 50 150-4 50
Salary increases 350 350 350-4 50 350-500
Pension increases 2 60 330 175-3 30 000-3 30
Discount rate 5.50 570 160-810 150-750
Post-retirement medical trend rate N/A N/A N/A N/A
' The assumplions for Ife expectancy for the UK Furd assuimes that a male member cunenlly agert 60 will Iive for 26 ye irs (2008 26 years) and o tanate mernbet 29 ye ars (2009

29vyears) nd amadle member cunently age d 40 will ve for 29 years (2009 2% years) and a temale membier 31 years 2008 31 ye o 5} alles thenr S0th birthday
2 Theange of assumphons shown s for the inain funded defined be e il overseas schemes n Goonaty Hong Keng India tersey Korea Tawan and the US These cotnprse ovat

87 per cent ol 1he 1ctal iabilities of funded overse 1s schemes
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35 Retirement benefit obligations continued

Unfunded schemes

Post-rettrement medical’ Other?
2010 2009 2010 2009
% % "% %
Pnce inflation 250 310 1 50-750 150-750
Salary mncreases 400 310 3 50-9 00 350-900
Pension increases N/A N/A 175-2 60 000-330
Discount rate 540 575 160-900 150-1000
Post-retrement medical rate 9% n 2010 reducing  109% in 2009 reducing N/A N/A
by 1% per annum to by 1% per annum 1o
5% in 2014 5% in 2014
1 The Post reremnent msdical plan s n the US
2 The rangs ol assunplions shown 1s tor the main Unfundect Schemes in Austia inda Indonesia lawan UAE UK and the US
The assets and habilities of the schemes, attributable to defined benefit members, at 31 December 2010 were
Funded defined benefit schemes Unfunded schemes
UK Fund Overseas schemeos Post-retirement medical Other
Expected Expected Expected Expected
return on Vatue return en Value return on Value return on Value
At 31 December 2010 assets % $million assets % Smillion assets %  S$millicn assets %  Smullion
Equities 800 375 500-1200 242 N/A N/A N/A N/A
Bonds 4 00 856 2756-1400 196 N/A N/A N/A N/A
Preperty 750 21 5001200 4 N/A N/A N/A N/A
Others 800 300 050-1200 155 N/A N/A N/A N/A
Total market value of assets 1,552 597 N/A N/A
Present value of the schemes’ llabllities {1,545} {741} {21) (139)
Net pensicn asset/(lability) 7 {(144) 21) (139)
Funded defined benefit schemas Unitnded schemes
UK Fund Oversaas schemes Post-retirement medical Other
Expected refun Value Expected retum Value Expectedreturn Value Expected return Value
At 31 December 2000 onassels %  Smilion onassets%  Smiliion onassels % Srmillion onassels % $miflon
Equities 800 347 800900 225 N/A N/A N/A N/A
Bonds 385 872 275-750 184 N/A N/A N/A N/A
Property N/A - 700 1 N/A N/A N/ N/A
Others 800 259 050-750 121 N/A N/A N/A N/A
Tetal market value of assets 1478 531 N/A N/A
Present value of the schemes' llabilities {1 704) {649) 20) (134)
Net pension hability (226) (118) (20) {134)

Funded defined beneht scheinos

tinfunded schemes

UK Fund Overseas schamos fPost retitement medical Other
Value Value Value Value
Al 31 Deceinbat 2008 $rnillion Simdhon $inillion Sinlion
Total market value of assets 1232 489 N/A N/A
Present value of the schemes’ labilities (1,296) (693) 12) (153)
Net pension llability {64) {204) (12) (153)
Al 31 Deceinber 2007
Total market value of assets 1,913 575 N/A N/A
Present value of the schemes' llabiltties (1937) (802} (11) {257)
Net pension hability (18) 27 (1) (257)
Af 31 Decermber 2006
Total market value of assets 1,822 517 N/A N/A
Present value of the schemes labilities (1 982) 542) (9) (347)
Net pension kability (160} (25) 9 (347)

The expected return on plan assets 1s set by reference to historical returns in each of the main asset classes, current market indicators
such as long-term bond yields and the expected long-term strategic asset allocation of each plan
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35 Retirement benefit obligations contnued

The pension cost for defined benefit schemes was

Financial statements and notes

Notes to the inancal statements ‘

Funded defined benefit schemes Unfunded schemes

Post-

Overseas retirement
UK Fund schemes medical Other Total
Year ending 31 December 2010 $million Smilltony Smillion Smillion Smillien
Current service cost 8 63 1 16 88
Past service {benefit)/cost {54) 5 - (4) (53)
Gain on seltlements and curtalments - {1 - {9) {10)
Expected return on pension scheme assets (79 {32) - - (111}
Interast on pension scheme labilities 91 26 1 7 125
Total charge/(credit) to prefit before deduction of tax (34) 61 2 10 39
Gain on assets In excess of expected return' {42} (17 - - 59)
Expenence (gain)/loss on liabilities {67) 35 - 8 (24}

Total recognised directly in statement of comprehensive

income before tax {109) 18 - 8 {83)
Deferred taxation 30 12) - {1 17
Total {gain)Aoss after tax (79) 6 - 7 (66)

1

The aciudl retunn on the UK tured assels was $122 inilion and on averseas scheing assets was $48 ilhion

The total cumulative amount recognised directly In the statement of comprehensive Income before tax to date 1s a loss of $111 millon

(2009 loss of $194 milion)

Funded defined benefit schemes Urfurded schemes
Post
Overseas relirement
UK Fured schemas medical Othet Total
Year ending 31 PDacember 2006 Snullion $rmilion Srmillion Emillion $milkon
Current service cost Q 81 i) 15 86
Past service cost/(benefit) 3 - - (57) {54)
Gain on setilements and curtalments - ()] - (8} (11}
Expected return on pension scheme assets (83) 29) - - (112)
Interest on pension scheme habilities g7 26 1 7 121
Total charge/credit) to profit before deduction of tax 16 53 2 {41) 30
Gain on assets In excess of expected return! (76) (38) - - (114)
Expenence loss/gain) on habilities 238 (4} 7 25 264
Total loss/(gain) recognised directly in statement of
comprehensive iInccme before tax 160 42 7 25 150
Deferred taxation a1) 4 - - 37)
Total loss/(gain) after tax 119 (38) 7 25 113

1

The aciuat ietun on the UK turkd asse ts was $159 rullion and on overseas schene assets was $67 indion
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35 Relirement benefit cbligations continued

Funded defined benelil schemas

Unlunded schetnes

Overseas rehreirano;;
UK Fund schemeas medical Other Total
Yoar ending 31 Docember 2008 $million Smelion Smillion $milhon Smilion
Loss on assets In excess of expected return’ 203 130 - - 333
Experience (gain)/loss on llabilities (143 35 - 4 {104)
Total loss recoghised directly in statement of comprehensive
income before tax 60 165 - 4 229
Deferred taxation (16) 44) - - (60)
Total loss after tax 44 121 - 4 169
Yoar ending 31 Dacember 2007
Gain on assets In excess of expected return? 28) @ - - (30)
Expernence (gawn)/loss an labities {113) 12 2 (108) (207)
Totat (gain)/loss recogrused directly in statement of
comprehensive Income before {ax (141} 10 2 (108) (237)
Deferred taxation 44 - - 27 71
Total {gain)/loss after tax arn) 10 2 81) (166)
Year ending 31 Decembet 2006
Gain on assets in excess of expected return? (23) (27} - - (50}
Experience loss on habilites (90) 20 @ 18 (54)
Total (@an)/loss recognised directly In statement of
comprehensive Income before tax (113) {7) ] 18 (104)
Deferred taxation 34 3 - 1 38
Total (gain)loss after tax {79 (4) {2) 19 (66)
t The aciual retun on thie UK fund assets was $99 mition and on over seas scheine assets was $04 melion
2 The actudl retuin on the UK fund assets was $128 milbon and on overseas scheme assels was $34 islion
3 The actual tettin on the UK tund assets was $116 nilion and o0 vvivseas scherne assels was $50 milion
Movement In the defined benefit pension schemes and post retrement medical deficit during the year comprise
Funded defined benefit schemes Unfunded schemes
Overseas Post-retirement

UK Fund schemaes medical Other Total
Year ending 31 December 2010 Smillion Smilllon $milhon Smillion Smillion
Deficit at 1 January 2010 (226} (118) {20) (134) (498)
Contributions 78 55 1 16 150
GCurrent service cost (8) {63) (L)) (16) (88)
Past service cost 54 {5) - 4 53
Settlement/curtailment costs - 1 - 9 10
Other fmance income/(charge) {12} 6 1) {N {14)
Actuanal loss/{gain) 109 (18) - (8) 83
Acquisitions - - - {2) {2}
Exchange rate adjustment 12 (2) - n ]
Surplus/(deficit) at 31 December 2010 7 (144) (21) {139) (297)
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35 Retirement benefit obligations continued

Financial statements and notes

Noles to the financial staterments

Movement in the defined benefit pension schemes and post-retirement medical deficit during the year comprise

Funded detined benoht schemos

Untunded scheimes

Post
Oversoas retietnent
UK Furid schemnes machcal Cther [otal
Year endding 31 December 2009 Smitlion Smitlion Smitlion Smlion Smullion
Deficit at 1 January 2009 (64) (204) (12) (153) (433)
Contribuiions 21 103 1 9 134
Current service cost {9) 61) (1) (15) (86)
Past service cost ) - - 57 54
Settlement/curtalment costs - 5 - B 1
Other finance income/{charge) 4) 2 (1) B) 9)
Actuanal loss/{gain} (160) 42 {7) {25) (150)
Acquisitons - (2 - - 2
Exchange rate adjustment {7) 3) - 7) (17
Deficit at 31 December 2008 (226) (118) (20) (134) 498)
Movement in pension schemes and post-retirement medical gross assets and obligations duning the year comprise
Assets Obligations Total
Year ending 31 December 2010 Smillion $million $million
Deficit at 1 January 2010 2,009 {2,507) (498)
Contnbutions 150 - 150
Current service cost - {88) (88)
Past service cost - 53 53
Settlement/curtailment costs (4} 14 10
Interest cost - (125) (125)
Expected return on scheme assets 111 - 111
Benefits paid cut {129) 129 -
Actuanal gan 59 24 83
Acquisitions - 2) (2}
Exchange rate adjustment (47) 56 9
Deficit at 31 December 2010 2,149 {2,446) {297)
Assats Obhgations Total
Yedar encing 31 Decamber 200G Srnillion $milion $omlhon
Deficit at 1 January 2009 1,721 (2154) (433)
Contributions 134 - 134
Current service cost - 86) (86}
Past service cost - 54 54
Settlement/curtaiment costs - il "
Interest cost - (121) (121)
Expected return on scheme assets 12 - 12
Benefits paid out (227} 227 -
Actuarial gain/{loss) 114 (264) (15Q)
Acquisitions 7 2]} 2
Exchange rate adjustment 148 {165) 17
Deficit at 31 December 2009 2,009 (2 507) (498)
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36 Share capital, reserves and own shares

Share capital

Fallowing amendment to corporate taw in the UK through the
Companies Act 2008, the Company has amended its Articles of
Association to remove the provision for authorised share capital

The nominal value of each ordinary share 1s 50 cents

The avallable profits of the company are distributed to the holders
of the 1ssued preference shares in prionty to payments made to
holders of the ordinary shares and in prionty to, or pari passu with,
any payments to the holders of any other class of shares inissue
On a winding up, the assets of the Company are apphed to the
holders of the preference shares In prionty to any payment to the
ordinary shareholders and in priorty to, or parn passu with, the
holders of any other shares in1ssue, for an amount equal to any
dwvidends accrued and/or payable and the nominal value of the

Group and Company

shares together with any premium as determined by the board
The redeemable preference shares are redeemable at the paid up
amaunt (which includes premumy) at the option of the Company in
accordance with the terms of the shares The halders of the
preference shares are not entitled to attend or vote at any general
meeting except where any relevant dvidend due 1s not paid in full
or where a resclution 1s proposed varying the nghts of the
preference shares

As at 31 December 2010, 477,500 $5 non-cumulative redeemable
preference shares were In 1ssue, of which 482,500 are classified
within subordinated labilities and other borrowed funds and which
includes a premium of $923 millon The iredeemable preference
shares of £1 each are also classified as other borrowed funds as
required by IAS 32 No other classes of preference shares have
been 1ssued

Number of Orclinary raference

ordinary shares share capital share capital Total

{millions} Smilhon Smillien Stmllion

At 1 January 2009 1896 948 - 948
Capitalised on scrip dividend 44 21 - 21
Shares 1ssued 88 44 - 44
At 31 December 2009 2,025 1,013 - 1,013
Capitalised on scrip dwidend 28 14 - 14
Shares 1ssued 295 147 - 147
At 31 Decermnber 2010 2,348 1,174 - 1,174

2010

On 11 June 2010, the Company completed the iisting of Indian
Depository Receipts {IDRs) on the Bombay and Naticnal stock
exchanges by issuing 24,000,000 shares of the Company against
240,000,000 IDRs (at a ratio of 10 IDRs representing one Company
share) The shares were 1ssued at a price of Indian Rupees
(INR}HO4 per IDR representing a © per cent ciscount to the
Company's closing share price of 1,637 pence on 28 May 2010,
which contributed $504 milkon fowards the Group's capital, net of
expensas of $27 milkon The proceeds of this Isting will be used by
the Group in the ordinary course of business

On 13 May 2010, the Company 1ssued 18,190,898 new ordinary
shares instead of the 2009 final dividend On 4 October 2010 the
Companry 1ssued 9,688,558 new ordinary shares instead of the
2010 intenm dividend

During the year 10,550,826 shares were issued under employee
share plans at prices between nil and 1,146 pence

On 13 Cetober 2010, the Company announced the 1ssue of
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260,525,763 new ordinary shares by way of nghis to qualiying
shareholders at 1,280 pence per new ordinary share

The 1ssue was on the basis of 1 ordinary share {or every 8 ardinary
shares held on 21 October 2010 The nghts 1ssue raised $5 2
billion in additional capatal for the Company, net of expenses of
$122 milien The proceeds will be used in the ordinary course of
business [he rights issue used a cash box structure Involving a
Jersey subsichary (JerseyCo), which was fully owned by the
Company pror to the transaction In return for an issue of shares
by the Company to the investors, the net proceeds of the share
1ssue were paid to JerseyCo Pursuant to the 1ssue of those
shares, the Company acquired the remaining share capital of
JerseyCo, being all of its redeemable preference shares it did not
own Under this structure merger relief applies under Section 612
of the Companies Act 2008, which provides relief from the
requiremenis under Section 810 of the Companies Act 2008 to
create a share premium account JerseyCo then redesmed its
redeemable shares in exchange for the share 1ssue proceeds




36 Share capital, reserves and own shares continued
Group and Company continued

2009

On 16 May 2009 the Company 1ssued 32,270,731 new ardinary
shares instead of the 2008 final dvidend On 8 October 2009 the
Company issued 9,157,053 new ordinary shares instead of the
2009 intenm dividend

During 2009, 12,594,749 ordinary shares were 1ssued under the
employee share plans at prices between nil and 1,088 pence

On 4 August 2009 the Company announced a placement of 1ssue
of 75,000,000 ordinary shares by way of an accelerated book

build The shares were 1ssued at a pnce of 1,380 pence through
which the Company raised $1 7 bilkon net of expenses The middle
market price on 4 August 2008 was 1,328 pence The proceeds
will be used In the ordinary course of business by the Group The
share issue used a cash hox structure, which s discussed on page
200 involving a Jersey subsidiary {JerseyCo) which was 82 per
cent owned by the Company prior to the transaction In return for
an 1ssue of shares by the Company to the investors, the net
proceeds of the share 1ssue were paid to JerseyCo Pursuant to
the 1ssue of those shares, the Company acquired the remaining
share capital of JerseyCo, being all of its redeemable preference
shares and the 11 per cent of the ordinary shares 1t did not own
Under this structure merger relief applies under Section 612 of the
Companies Act 2006, which provides relief fram the requirements
under Section 810 of the Companies Act 2006 to create a share
premium account JerseyCo then redeemed its redeemable shares
in exchange for the share 1ssue proceeds

Reserves
Transaction costs relating to share 1ssues deducted from reserves
account total $149 milion {2009 $22 millon)

The cumulative amount of goodwill on the acquisition of subsidiary
and associated undertakings written off against Group reservas
since 1973 15 $27 milion (2009 $27 million)

The premium of $923 milllon ansing on the Issue of the

$5 non-cumulative redeemable preference shares classified
within 'Subardinated labilities and other barrowed funds’ 1s not
included within the share pramium account and forms part of the
reported hability

The capital reserve represents the exchange difference on
redenomination of share capital and share premium from sterling to
US dollars in 2001 The capital redemption reserve represents the
nominal value of preference shares redeemed

Financial statements and notes

Notes to Llhg financid statements

The merger reserve represents the premium ansing on shares
1ssued using a cash box financing structure, which required the
Company to create a merger reserve under section 612 of the
Companies Act 2006 Shares were Issued using this structure in
2005 and 2006 to assist In the funding of certan acquisitions, n
2008 and 2010 for the shares 1ssued by way of anghts 1ssue, and
for the shares issued n 2009 in the placing The funding raised by
the 2008 and 2010 nghts 1ssues and 2009 share issue was
retained within the Company

The avallable-for-sale reserve represents the unrealised far value
gains and losses in respect of financial assets classified as
avallable-for-sale, net of taxation Gains and losses are deferred In
this reserve until such time as the underlying asset Is sold, matures
ar beccmes imparred

The cash tlow hedge reserve represents the eflective portion of the
gains and losses on denvatives that meet the critena for these
types of hedges Gains and losses are deferred In this reserve untit
such time as the underlying hedged item affects profit and loss
when a forecast transaction i1s no longer expected to occur

The translation reserve represents the cumulative foreign exchange
gains and losses on translation of the net investment of the Group
in foreign operations Since 1 January 2004, gains and losses are
deferred to this reserve until such time as the underlying foreign
operation I1s disposed Gans and losses anising from denvatives
used as hedges of net nvestments are netted against the fereign
exchange gans and losses on translation of the net investment of
the foreign operations

Retained earnings represents profits and cther comprehensive
income earned by the Group and Company in the current and prior
pernods, together with the after tax increase relatng to
equity-settied share options less dividend distributions and

own shares held (treasury shares)

A substantial part of the Group s reserves are held in overseas
subsichary undertakings and branches, principally to support local
operations or to comply with local regulations The maintenance of
local regulatory capital ratios could potentially restrict the amount
of reserves which can be remitted In addition, If these overseas
reserves were 1o he remitted, further unprovided taxation labilities
might anse
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36 Share capital, reserves and own shares continued

Own shares

Bedell Cristin Trustees Limited 1s trustee of both the 1895
Employees’ Share Ownership Plan Trust {the 1995 trust), which s
an employee benefit trust used in conjunction with some of the
Group's employee share schemes, and of the Standard Chartered
2004 Employee Bensfit Trust (the 2004 trust) which 1s an employee
benefit trust used n conjunction with the Group's deferred bonus
plan The trustee has agreed to satisfy a number of awards made
under the employee share schemes and the deferred bonus plan

through the relevant employee benett trust As part of these
arrangements Group companies fund the trust, from time to time,
o enable the trustee to acquire shares to satisfy these awards Al
shares have been acquired through the London Stock Exchange

Except as disclosed, neither the Company nor any of its
subsidianes has bought, sold or redeemed any securities of the
company listed an The Stock Exchange of Hong Kong Limited
dunng the year Detalls of the shares purchased and held by the

trusts are set out below

1995 Trust 2004 Trust Total
Number of shares 2010 2009 2010 2009 2010 2000
Shares purchased 6,856,494 4,788,000 401,018 357,909 7,257,512 5,145,809
Market price of shares purchased (8 million) 182 99 10 4 192 103
Shares held at the end of the year 13,429,212 7.589,615 539,605 498127 13,968,817 8087,742
Maximum number of shares held dunng year 13,971,029 8,089,480
37 Non-controlling interests
$300m 7 267% Other
Hybrid Tier1 non-controlling

Securities interests Total

Smilhon $million Smilicn

At 1 January 2009 327 228 555
Income In equity atinbutable to nen-controlling interests - 14 14
Other profits attributable to non-controling interests 19 78 97
Comprehensive income for the year 19 g2 11
Distnbutions (22) (65) 87)
Other increases - 1 1
At 31 December 2009 324 256 580
Income in equity attributable to non-contrelling interests - 30 30
Other profits attributable to non-controling interests 19 63 82
Comprehensive income for the year 19 93 12
Distnbutions (22} (32) {54}
Other \ncreases - 15 15
At 31 December 2010 321 332 653
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38 Share based payments

The Group operates a number of share based payment schemes
for its directors and employees

Tha total charge for the year relating te employee share based
payment plans was $390 million (2009 $375 milion) of which $317
mibon (2009 $275 million) relates to equity-settled awards, and
$73 milhion (2009 $100 miflion) relates to cash-seitled awards
After deferred tax, the total charge to the income siatement was
$372 millhon {2009 $340 millon) The scheme lives referred to
helow relate to the remaining period in which options may be
granted under the schemes

2000 Executive Share Option Scheme (2000 ESOS)

The 2000 ESOS scheme is designed to be internationally
competitive and focus executive directors and their senior
management tearmns on dehvenng long-term performance An EPS
performance critericn must be met before opticns can be
exercised Executive share options to purchase ordinary shares in
the Company are exercisable after the third, but before the tenth,
anrwersary of the date of grant The exercise price per share 1s the
share price at the date of grant and options can only be exercised
it a performance condition 1s satistied No further awards may be
granted under the 2000 ESCS

2001 Performance Share Plan {2001 PSP)

The 2001 PSP 1s destgned to be an intrinsic part of total
remuneration for the Group's executive directors and for a small
number of the Group s most senior executives Itis an
internationally competitive long-term incentive plan that focuses
executives on meeting and exceeding the long-term performance
targets of the Group The performance criteria that need to be met
are set out In the Directors’ remuneration report on pages 114 to
116 Awards of nil price options te acquire shares in the Company
are granted to the executives and will normally be exercisable
between three and 10 years after the date of grant (f the indvidual
1s still employed by the Group There 1s provision for earlier exercise
in certain imsted circumstances The remaning Iife of the scheme
IS one year

1997/2006 Restricted Share Scheme (RSS)

Restricted shares are used to deliver the deferred portion of annual
performance awards and as an incentive to motivate and retain
high-performing employees In line with simitar schemes operated
by our competitors, our existing restricted share awards do not
have any performance conditions Generally half of the award veslts
two years after the date of grant and the balance after three years
The remaining life of the scheme 1s six years

Financial statements and notes

Noles to the finanuid statetnents

2007 Supplementary Restricted Share Scheme (2007 SRSS)
The Group operates a Supplementary Restricted Share Scheme,
which 1s similar to the BRSS This scheme is principally used for
Global Markets It was used in 2010 to defer one-third of an
employee's 2009 Annual Performance award, which vests after
one year For all other grants, half of the award vests two years
after the date of grant and the balance after three years Fxecutive
directors are specifically protitited from the plan, no new shares
can be 1ssued to satisfy awards, and there 1s no individual annual
imit The remaning fe of the scheme 1s seven years

2004 Deferred Bonus Plan

Under the 2004 Deferred Bonus Plan, shares are conditionally
awarded as part of the executive drectors annual performance
award Further detaids are contained w1 the Directors’ remuneration
report on page 122 The remaming Iife of the plan 1s four years

All Employee Sharesave Schemes

No awards have been made under the 1994 UK Sharesave and
1996 International Sharesave schemes since 2003, as these were
replaced by the 2004 UK and International Sharesave schemes In
2008 a new Insh sharesave scheme was introduced for all
employees of the Group in the Republic of Ireland Under these
Sharesave schemes, employees have the choice of opening a
three-year or five-year savings contract Within a pernod of six
months after the third or fifth anniversary, as appropnate,
employees may purchase ordinary shares in the Company The
price at which they may purchase shares 1s at a discount of up to
20 per cent on the share price at the date of snvitation There are
no performance conditions attached to options granted under the
Sharesave schemes

In some countries I which the Group cperates, 1t 1s not possible fo
operate Sharesave schemes, typically because of securities law,
regulatary or other similar restrictions  In these countries the Group
offers an equivalent cash-based scheme to Its employees The
remaining lfe of the scheme 1s four years
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38 Share based payments continued

2000 Executive Share Option Scheme (2000 ESOS)
No share awards were granted during 2010 or 2009

A reconciliation of option movements over the year to 31 December 2010 and 2009 1s shown below

2010 2009
Weighted Weighted
average average
No of shares  exercise price Ne¢ of shares axerclse prce
Outstanding at 1 January 3,403,965 £7 29 7485 925 £718
Additional shares for rights 1ssue' 58,484 - - -
Lapsed - - (5.253) £819
Exercised (2,094,305) £7 28 (4,076,707) £708
QOutistanding at 31 December 1,386,144 e7 01 3,403,965 £7 29
Exercisable at 31 December 1,386,144 £7 01 3,403,965 £729

v The exercisa pace for grants awarded poor o the announcesnent of the nghts rssue on 13 October 2010 thal have nol been exercised of tapsed has bocn decraased by 3 8 per cent
Jnd the rumber of oplions granted have been incssased to ensure option holders werg canpensated for the diutive Impact of the nghts 1ssue

2010 2009
Weighted Weighted Weighted Weighted
average  average remaining average average fomaining
Raivje of exercise prico 1or oplions outstanding exercise price contractual hfe eXCt CISe PNce conltactual life
£5 82/28 76 (2009 £6 05/£910) £7 01 2 Byears £729 3 2 years

The intrinsic value of vested but not exercised 2000 ESCS cash-settled awards as at 31 December 2010 was $1 milllon (2009 $3
millon} The weighted average share price at the time the options were exercised dunng 2010 was £1778 (2009 £14 28)

2001 Performance Share Plan {2001 PSP)

Valuation

The fair value of awards i1s based on the market value less an adjustment to take into account the expected dividends over the vesting
penad The same far value 1s applied for awards made to both the directors and employees of the Group As set out in the Directors’
Remuneration Report, half the award 1s dependent on a Total Sharehelder Return (TSR) performance conditicn and half dependent on
an EPS perfarmance condition The fair value of the TSR component 1s derved by discounting 50 per cent of the award that 1s subject to
the TSR condition by the loss of expected dividends over the performance penod together with the probability of mesting the TSR
condition, which is calculated by the area under the TSR vesting schedule curve The EPS far value s denved by discounting 50 per
cent of the award by the loss of expected dividends over the performance period In respect of the EPS component only, the number of
shares expected to vest 1s adjusted for actual performance when calculating the charge for the year

2010 2009

16 P4l 18 1 3 15 23 1
Grant date December Seaptember June March Dacember Septembet June March
Share price at grant date £17 66 £1912 £17 40 £17 40 £15 51 £14 44 21175 £810
Vesting pericd (years) 3 3 3 3 3 3 3 3
Expected dvidend yield (%6) 378 376 351 351 343 343 KA 341
Fair value (EPS) ({£) 790 855 785 7 85 713 663 540 373
Fair value (TSR) (£) 310 336 308 308 281 261 213 146

The expected dividend yield 1s based on the historical dividend yield over the three years prior to grant
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Financial statements and notes

Notes 1o 1he inancid slatements

A reconciliation of option movemeants over the year to 31 December 2010 and 2009 1s shown below

2010 2009
No of shares Weighted Mo of shares Waghted
average average
axercise price exelcise price
OQutstanding at 1 January 10,775,552 - 8 458 895 -
Granted 1,326,976 - 4583187 -
Additional shares for nghts 1ssue' 359,003 - - -
Lapsed (938,348) - {528,627) -
Exercised {1,951,337) - (1 737,903} -
Cutstanding at 31 December 9,571,846 - 10,775,662 -
Exercisable at 31 December 836,321 - 938782 -

' For granis awarded prior to the announcesnent of the nghts issue on 13 Oclcher 2010 that have not baen exeraised of lapsed the number of ophions granted has been increased by

3 8 per cent to ensure oplion holdker s wede compensated tor the dilubive impact of 1w nghts 1ssue

2010 2009
Weighted Weighted Welghted Weighted
average  average remaining average average refamning

exercise price contract

ual hfe axelcisa prce contractual ite

- 78

years - 8 2 years

The Intrinsic value of vested bul not exercised cash-settled awards as at 31 December 2010 was $1 milion (2009 $2 millen}

The waighted average share price at the time the options were exercised during 2010 was £17 58 (2009 £11 48)

Of the 2,774,708 options granted in 2008 and outstanding as at 31 December 2010, the EPS cendihan 1s not expected to be met on

765,542 options  As a result, it 1s considered that these options will not vest
1997/2006 Restricted Share Scheme (1997/2006 RSS)

Valuation
For awards, the fair value 1s based on the market value less an adjustment to take into acco

unt the expected dividends over the

vesting peried The same far value is apphed for awards made to both the directors and emptoyees of the Group

2010 2009

6 21 18 1 3 28 1h 23 11
Grant date December September June March December Saptomber Septermber Juna Maich
Share price at
grant date £17 66 £19 12 €17 40 £17 40 £15 51 £14 98 £14 44 E1175 £810
Vesting period
{years) 2/3 2/3 2/3 2/3 2/3 2/3 2/3 2/3 2/3
Expected
dividend yield (%) 37 37 39 39 345 345 345 373 373
Fair value () 16 11 17.46 15 80 15 80 14 25 1376 1327 1072 739

The expected dvidend yeld 1s based on the historical dividend for three years pnor to grant
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38 Share based payments continued

A reconciliation of option movements over the year to 31 December 2010 and 2009 1s shown below

2010 QU0
Waeighted Weighted
average averaqe
No of shares exercise price No of shares £xercrse prico
Outstanding at 1 January 17,277,162 - 7,285 927 -
Granted 9,998,480 - 12 675994 -
Additional shares for rights issue' 918,081 - - -
Lapsed (1,041,580) - 528 860) -
Exercised (2,651,563) - (2,155,899) -
Outstanding at 31 December 24,500,160 - 17,277,162 -
Exercisable at 31 December 1,841,565 - 1,988,203 -

1 For grants awaerded pror tw the annoancement of 1he nghts 18sue on 13 Oclobet 2010 (hat have not been axorused of lapsed e nanber of oplions grante d has been ncreased by
38 pet cunt to ensure ophon holds wate «oinpe nsated 1o 1 diubive impact of theights 1ssue

2010 2009
Weighted Weighted Woighted Werghted
average  overage remaining average avarage remaming
gXercise prnce contractual life aXel Ise pnece contractual ite
- 5 4 years - 56 years

The intrinsic value of vested but not exercised 1997/2006 RSS cash-settled awards as at 31 December 2010 was $16 million (2002 $12
milicn)

The weighted average share price at the time the options were exercised duning 2010 was £1778 (2009 £11 98)

2007 Supplementary Restricted Share Scheme (2007 SRSS)

Valuation

Far awards, the fair value is based on the market value less an adjustment to take into account the expacted dividends over the vesting
period The same far value is applied for awards made to both the directors and employees of the Group

2010 2009
Grant clate 16 December 21 September 18 June 11 March 3 Decembot 15 Septembar 23 Juna 11 Maich
Share price at grant date £17 66 £1912 £17 40 £17 40 £15 51 £14 44 L1175 £810
Vesting period {years) 2/3 2/3 2/3 1/2/3 2/3 2/3 2/3 2/3
Expected dvidend yeld (%) 37 37 39 27/39 345 345 373 373
Fair value (£) 16 11 17 46 1580 16903/158 14 25 1327 1072 739

The expeacted dvidend yield 1s based on the historical dividend for three years prior to grant A reconciliation of option movements over
the year to 31 December 2010 and 2009 1s shown below

2010 4009
Weighted Weighted
average averaga
No of shares  exercise pnce No of shates exerase plca
Outstanding at 1 January 7,414,632 - 2 442 096 -
Granted 7,280,693 - 5172,293 -
Additional shares for rights 1ssue' 508,709 - - -
Lapsed (300,657) - (51,900) -
Exercised (1,018,205} - (147,948) -
Qutstanding at 31 December 13,885,072 - 7,414 532 -
Exercisable at 31 December 637,014 - 53 580 -
' For gants awarded pror to the announcement of lhe nghisissue on 13 G lober 2010 wiich have net been exerased of lapsed the number of options granted hve beanncreased by

S8 per cent fo ensure ophon holdess weta compensaled tor the dilutive anpact of the nghis issue
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Motes 1o the financid stateme nts
38 Share based payments continued
2010 2009
Weighted Weighted Waighted Weighted
avernge  average remaining average average reinamning

exercise price

contractual ife

eXercise pHce contractual le

- 57 years - 5 9years

The ntrinsic value of vested but unexercised 2007 SRSS awards as at 31 December 2010 was Srut miflion (2008 Sril million)

In 2009 and 2010 there were no vestad and unexercised cash-settled awards

The weighted average share price at the time the options were exercised durng 2010 was £18 13 (2009 £1462)

2004 Deferred Bonus Plan
Under this plan shares are 1ssued directly to participants upon vesting

A reconciliation of share movements over the year to 31 December 2010 and 2008 1s shown below

2010 2009

No of shares No ol shares

Quitstanding at 1 January 350,681 352 857
Shares vested (359,540) {347 836)
Shares awarded 378,569 352,633
Additional shares for nghts 1ssue 14,375 -
Shares lapsed - (7,073)
CQutstanding at 31 December 383,985 350581

Notes
&) The market value of sharas on date of awards (@ March 2010) was £1719 {2009 £86 98)
k) The shares vest one year after the date of award

c) A notional scrip dividend accrues on the shares held in the Trust The dividend 1s normally defivered in the form of shares and 1s

released on vesiing

1994/1996 UK and International Sharesave Scheme

Options are valued using a binomial option-pricing medel The same fair value is applied for awards made to both the directors and
employees of the Group A reconciiiation of option movements over the year to 31 December 2010 and 2009 1s shown below

2010 2009
Weighted Weighted
average average
Mo of shores  exercise price Mo ol shares OXCICISE PrICe
Qutstanding at 1 January 35,920 £5 61 162 982 £5 61
Additicnal shares for nghts 1ssue - - - -
Lapsed (35,920) £5 61 - -
Exercised - - {127 062) 561
Qutstanding at 31 December - - 35,820 £5 61
Exercisable at 31 December - - 35,920 £561

2010 2009

Welghted

Weighted average Weighted Waighted
average remaining average average remaming
Ranye of exeraise prco tor options outstanding exercise price contractual hife exelcise prce contractual hfe
2008 £5 61 - - £5 61 Ovyears

in 2009 and 2010 there were no vested but unexercised cash-settled awards
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38 Share based payments continued
2004 UK and International Sharesave Schemes
Valuation

Options are valued using a binomial option-pricing model The same fair value 1s applied for awards made to both the directers and
employees of the Group The farr value per aption granted and the assumptions used in the calculation are as follows

2010 2000
Grant date 8 October 5 October 9 Oclober 5 Qctober
Share pnce at grant date £18 70 £18 48 £15 57 £14 92
Exercise pnce £15 19 £16 19 £11 46 £11 46
Vesting penod (years) 3/5 35 3/5 3/5
Expected volatility (%) 56 0/46.0 560/46 0 529/437 520/426
Expected option life (years) 3 33/5 33 3 33/5 33 333/5633 333/533
Risk free rate (%) 09/06 09/06 18/25 18/25
Expected dividend yield (36) 35/34 35/34 3332 33/32
Faur value (€} 7270 70/69 64/82 59/58

The expected volatility 1 based on historical volatiity over the last three to five years, or three to five years prior to grant The expected life
15 the average expected perod to exercise The risk free rate of return 1s the yield on zero-coupon UK Government bonds of a term
consistent with the assurmed cption life The expected dividend yield 1s based on histonical dividend for three years pnor to grant Where
two amounts are shown for volatility, nsk free rates, expected dividend yield and fair values, the first relates to a three-year vesting penod
and the second to a five-year vesting penod

A reconciliation ot option moverments over the year to 31 December 2010 and 2009 s shown below

20t0 2000

No of shares Weighted No of shares Weightoed
average average
exercise price exarcise pnce
QCutstanding at 1 January 17,466,437 £10 28 20 229 858 £969
Granted 3,495,017 £1519 3,881,040 £11 46
Additicnal shares rights 1ssue' 649,756 - - -
Lapsed (2,960,001) £9 67 {2160 450) £10 26
Exercised {3,852,218) £9 658 4,484,911) £8 81
QOutstanding at 31 December 14,798,991 £11 31 17,466,437 £1028
Exercisable at 31 December 2,099,064 £9 95 2,018,787 £617

' The exercise price tor g mits awanied pron to the ooounceine it of The nghls issuc on 13 O toher 2010 that brava not been oxercised or lapseid has baen decigased by 3 8 per cent

arxd 1he number ol options grante d has been e 1sed to ensung ofstion holders were compens ded tar he dilutive impact ol 1t tights 1ssie
2010 2008

Weighted Weightect
Waighted average Weighte:| averaga
average remaining averaije yarmaining
Ranga ol exercise price lor options outstanding exercise price contractual hfe exercisa Preo contzaciual lite
£8 32/£14 63 (2009 £6 27/£11 46) £11 3 2 23 years £10 28 2 2 years

The weighted average share price at the time the options were exercised during 2010 was £7 97 (2008 £14 18) for the UK Sharesave
scheme and £8 04 {2009 £12 73) for the International Sharesave scheme

The Intninsic value of vested but not exercised UK and International Sharesave cash-settled awards as at 31 December 2010 was
$28 million (2009 $7 mithon)

2008 Insh Sharesave Scheme
The first awards under this scheme were made on 29 September 2008 No awards were made in 2010
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Notes to 1he financid stalements

38 Share based payments continued

Valuation
Ophions are valued using a binomial option-pricing model The same farr value 1s applied for awards made to both the directors and
employees of the Group The farr value per option granted and the assumptions used In the calculation are as follows

2000
Grant date 2010 5 October
Share price at grant date - £14 92
Exercise price - £11 468
Vesting pened (years) - 3/5
Expected volatility (%) - 529/428
Expected option Iife (years) - 333/5 33
Risk free rate (%) - 18/25
Expected dividend yield (%) - 33/32
Fair value (£) - 59/58

The expected divdend yieki is based on the histonical dividend for three years prior to grant A reconciliation of option meovements over
2010 and 2009 is shawn below

2010 2009
Weighted Weighted
average average
No of shares  exerciseprice MNo of shares exetcise price
Outstanding at 1 January 18,871 £10 48 14 280 £1018
Granted - - 4581 11 46
Addrtional shares for nghis 1ssue' 7156 - _ _
Qutstanding &t 31 December 19,586 £10 10 18,871 £1048

Exercisable at 31 December - — - -

* The extrase puc e for grants awarded prior to e announe ementt of the nghts issue on 13 Octoher 2010 thal have ot been exercised of lapsed has been decteased by 38 per cent

atd the humber of options gr inted has beet increased to ensure option holders we e compensated for the diutive impac of the nghts issue

2010 2009
Weighted Waighted
Weighted average Walghted average
average remaining average remaining
Range of exercise price for options outstanding exercise price contractual hfe axercise price contraciual hte
£9 80 -£11 04 (2009 £1018-£11 48) £10 10 2 6 years £1048 3 Byears
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39 Cash flow statement

Adjustment for non-cash items included within iIncome statement

Group Company
2010 20041 2010 2000
Smilllon Simillion $milhion $rnilhien
Depreciation and amertisation 559 520 - -
Gawn on disposal of property, plant and equipment {65) {40) - -
Gain on disposal of available-for-sale and loan and receivable financial assets (300} {592) - -
Gain ansing on repurchase of subordinated habiities - {264) - -
Write-downs relating to asset backed securities - 4 - -
Movement in fair value hedges on avalable-for-sale assets (4 6 - -
Amortisation of discounts and premiums of Investment securities 3 (762) - -
Pansion costs for defined benefit schemes 39 30 - -
Share based payment costs 390 375 - -
Impairment losses on loans and advances and other credil nsk provisions 883 2,000 - -
Other imparment 76 102 - -
Dividend income from subsidiaries - - {770) {331}
Profit from associates (42) 21) - -
(Gan)/loss on sale of businesses and change of control 4) 2 - -
Recovenes of acquisibion farr values and discount unwind 91) (101) - -
Interest expense on subordinated labiities 430 501 102 103
Total 1,874 1,760 (668) (228)
Change In operating assets
Group Company
20t0 2000 2010 2000
$million Srrullion $million Smithon
(Increase)/decrease in dervative financial instruments (8,736) 32,203 {150} (291)
Net increase in debt securities treasury bills and equity shares held at far
value through profit or loss {13,564) 6 331) - -
Net increase in loans and advances to banks and customers {50,519) (21,801) - -
Decrease In pre-payments and accrued income 1,165 286 - 2
(Increase)/decrease In other assets {10,690) (1,485 (182) 62
Total {82,3349) 2,962 (332) (227)
Change in operating habilities
Group Company
2010 2000 2010 2000°
Smillion $million Smilhon $millicn
Increase/{decrease) In derivative financial instruments 9,628 (31941) (65) 1)
Net increase in deposits from banks, customer accounts debt secunties in
1ssue Hong Kong notes in circulation and short positions 43,879 21 398 3,673 23
Increase/decrease) In accruals and deferred income 298 (121) 23 (12
Increase/{decrease) In other habilities 5,469 (2 629) {2,649) 318
Total 59,274 {13 293) 882 328

' AInounts have been restated as explansd i nite 41
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Notes 10 the financial staternents

40 Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprse the following balances with less than three months
maturity from the date of acquistion Restricted balances comprise minimum balances required to be held at central banks

Group Company

2010 2009 2010 2008

Smilon Simllion Smillion $rmillion

Cash and balances at central banks 32,724 18,131 - -
Less restricted balances (7,385) {4 971) - -
Treasury bills and other efigible bills 4,770 7748 - -
Loans and advances to banks 26,161 37127 - -
Trading securities 3,464 10,038 - -
Amounts owed by and due to subsidiary undertakings - - 13,931 5798
Total 59,734 88073 13,931 5,798

41 Capital commitments

Capital expenditure approved by the directars but not provided for in these accounts amounted to

2010 2009
Smilhon S$rmilhon
Contracted 42 36
42 Operating lease commitments
2010 2009

Premises Equipment Premises Ecpapmant
$million Smullion Smallion $rnillion

Commitments under nan-cancellable operating leases expirnng
Within one year 259 4 27N 8
Later than one year and less than five years 518 5 477 N
After five years 405 - 487 -
1,182 9 1,235 19

During the year $354 million {2009 $277 million) was recognised as an expense in the income statement in respect of operating leases
The Group leases vanous premises and equiprment under non-cancellable operating lease agreements The leases have vanous terms,
escalation clauses and renewal nghts The total future minmum sub-lease paymeants expected to be receved under non-cancellable
sub-leases at 31 December 201015 $3 milion (2009 $4 millicn)
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43 Contingent habihties and commitments

The table below shows the contract or underlying principal amounts and nsk wesghted amounts of unmatured off-balance sheet

transactions at the balance sheet date The contract or underlying principal amounts indicate the volume of business outstanding and do

not represent amounts at risk

The nsk weighted amounts have been calculated in accordance with the UK Financal Services Authority (FSA) guidelines implementing

the Basel Accord on capital adequacy, after taking account of collateral and guarantess receved

2010 2008
Smillion Stmihon
Contingent habilities’
Guarantees and yrrevocable letters of credit 31,765 28,731
Other contingent liabilities 10,039 9927
41,804 38,658
Commitments'
Documentary credits and short-term trade-related transactions 7,505 6 695
Forward asset purchases and forward deposits placed 877 874
Undrawn formal standby facilies credit bnes and other commitments to lend
One year and over 24,014 20,616
Less than one year 21,610 20729
Unconditionally cancellable 60,108 45,344
114,114 Q4 258

' ekdudes amounts 1 edalingg to the Grongs s share of ds ot v niues

Contingent habilities

Whare the Group undertakes to make a payment on behalf of its customers for guarantees ssued such as for performance bonds or as
irrevocable letters of credt as part of the Group s transaction banking business for which an obligation to make a payment has not ansen

at the reporting date those are included in these financial statements as contingent habiiies

Other contingent liabilities pnimarily include revocable letters of credit and bonds issued on behalfl of customers to customs cfficials, for

bids or cffers and as shipping guarantees

Commitments

Where the Group has confirmed its intention to provide funds to a customer or on behalf of a customer in the form of loans, overdrafts,
future guarantees whether cancellable or not or letters of credit and the Group has not made payments at the balance sheet date, those

Instruments are iIncluded 1IN these financial statements as commitments
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44 Repurchase and reverse repurchase agreements

The Group enters Into collateralised reverse repurchase and repurchase agreements and securities borrowing and lending transactions
It also receves secunties as collateral for commercial lending

Balance sheet assets

2010 2009

Reverse Revorse

repurchase repurchase

agreements agieaments

$million Srmillion

Banks 10,740 1192
Customers 3,540 1608
14,280 2,795

Under reverse repurchase and secunties borrowing arrangements, the Group obtains securities on terms that permit it to repledge or
resell the secunties to others Amounts on such terms are

2010 2009

$million Srrillion

Secunhes and collateral that can be repledged or saold (at fair value) 14,168 2,624
Thereof repledged/transferred to others for financing actwities o satisfy commitments under short sale

transactions or labilities under sale and repurchase agreements (at far value) 2,153 1,696

Balance sheet labilities

2010 2009

Repurchase Repurchase

agreements agreements

$million Somlhon

Banks 1,707 1567

Customers 1,305 380

3,012 1,947

Collateral pledged against these labilities 1s disclosed in notes 18, 19 and 21 The terms and conditions relating to the collateral pledged
typically permit the colfateral to be sold or repledged, subject to the obligation to return the collateral at the end of the agreement
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45 Special purpose entihes

The Group uses Special Purpose Entities (SPES) n the normal
course of business across a vanety of actvities SPEs are
estahlished for specific hmited purposes and take a number of
legal forms The matn types of activites for which the Group utilises
SPEs cover synthetic credit default swaps for portiolio
management purposes, managed investmant funds {including
specialised prncipal finance funds) and structured finance

SPEs are consolidated into the Group s financial statements where
the Group bears the majonty of the residual nsk or reward Most of
the Group's consoldated SPEs are in respect of the Group's
securised portfolios of residential morigages (see page 56 of the
Risk review)

The total assets of unconsclidated SPEs In which the Group has an interest are set out below

2040 20009

Total Maximum Tolal Maarnum
assets exposure assels exposue
Smillien Smillion $milhon $roiliion
Portfolio management vehicles 2,083 262 1694 339
Principal Finance Funds! 995 134 988 130
Structured finance 948 690 - -
4,026 1,086 2682 469

v Songmitted eapial fx those Iunds s $375 tifion (2009 $375 inlhon) of which $129 milion (2008 $130 million) has becn diawn down net of provisiens fon impanment of $33 milion

{2009 $33 inilhon)

For the purposes of portfolio management, the Group has entered
Into synthetic credit default swaps with note-issuing SPEs The
referenced assets remain on the Group's balance sheet as the
cradit nsk is not transferred to thesa SPEs The Group's expasure
arises from (a) the capitalised start-up costs 1n raspect of the swap
vehisles and (b) interest in the first loss notes and investment in a
minimal portion of the mezzanine and senicr rated notes 1Issued by
the note 1ssuing SPEs The proceeds of the notes 1ssuance are
typically mvested in AAA rated Government securities, which are
used to collateralise the SPE s swap ebligations to the Group, and
1o repay the principal to investors at matunity The SPEs reimburse
the Group on actual losses incurred, through the realisation of the
collateral security Correspondingly, the SPEs wnte down the notes
i1ssued by an equal amount of the losses incurred, in reverse order
of semonty All the funding 1s committed for the Iife of these
vehicles and hence the Group has no indirect exposure in respect
of the vehicles” iguicity position

46 Post balance sheet events

Tax

On 22 June 2010, the UK Government announced its intention
to propose to Parliarnent that 1t reduces the UK corporation tax
rate from 28 per cent to 27 per cent 11 2011-12, with further
reductions to 26 per cent in 2012-13, 25 per cent in 2013-14 and
24 per cent In 2014-15 As of 31 December 2010, only the 27 per
cent tax rate change for 2011-12 was substantively enacted Had
the 2012-15 change of nominal tax rates been substantively
enacted as of the said date, the UK deferred tax asssts for 2010
wauld have further reduced by $15 million

Acquisitions

On 24 January 2011, the Group announced the acquisiion of GE
Money Pte Ltd, a leading specialist in auto and unsecured personall
leans in Singapore The acquisition 1s expected ta complete n the
first quarter of 2011

214  Standard Che tered Annual Report 2016 www slandardchar fered com

The Group's exposure to Principal Finance Funds represents
committed or iInvested capiial In unleveraged investment funds,
primarly Investing in pan-Asian infrastructure and real estate

Structured finance compnses interests In transactions that the
Group or, more usually, a customer has structured, using one or
more SPEs, which provide beneficial arrangements for customers
The Group's exposure primarily represents the provision of funding
to these structures as a financial Intermediary, for which it recewves
alender s return The transactions n 2010 largely related to the
provision of ship finance

The Group has reputational nsk in respect of certain portfolio
management vehicles and investment funds ether because the
Group 1s the arranger and lead manager or because the SPEs have
Standard Chartered branding

UK bank levy

Cn 15 October 2010, the UK Government announced the
introduction of an ongoing levy on certan qualifying liatilities of the
Group with effect from January 2011, determined based on the
batance sheet at the end of the financial year The levy, which will
not be deductible for corporation tax, will be charged on totat
llabilities excluding 11er 1 capital, nsured or guaranteed retal
deposits and repos secured on certain sovereign debt here will
also be a deduction irom chargeable labilihes for an amount equal
to high quality iquid assets and an allowance of GBP 20 billon
before the levy 1s due On 8 February 2011 the Government
announced that the rate of the levy had been set at 0 075 per cent
of qualiying liabilities, with a lower rate of 0 0375 per cent applied
to llabilthies with a matunty greater than one year and any deposiis
not atherwise excluded from the scope of lavy (except for those
from financial nstitutions and financial traders) The Group
estimates that the habiity in respect of 2011 would be between
$160 million and $195 millon There i1s na liability to be recogmised
in 2010
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47 Restatement of prior penods
Cash flow statement
The cash flow statement has been restated as follows

* Share based payment costs have been reclassified under ‘Non-cash tems included within income statement’, previously these costs
were included In profit beiore taxation

* Interest paid on certain subordinated debt instruments has been reclassified from *Net cash used in cperating activities’ to ‘Net cash
fram financing activities

+ Cash flow information relating to senior debts has been reclassified from ‘Cash flows from operating actvities to ‘Net cash from
financing activities

Group
As reported at Reslated at
2009 Restated 2009
Srathion Smilhon Similheon
Non-cash ttems included within income stalement 1385 375 1760
Change in operating llabilities (1,219) (2,074) (13,293)
Net cash used in operating actwities {3 055) (1,699 {4 754)
Interest paid on subordinated liabilities {361) 6511) 872
Interest paid on sentor debts - (539) (539)
Gross proceeds from ssue of senior debts - 11577 11577
Repayment of senior debts - (8.828) (8 828)
Net cash from financing activities 172 1,699 1871
Coempany
Asreporied al Restated at
2009 Restated 2009
$million $millicn $million
Change in operating habilities 3.703 (3 375) 328
Interest paid on senior debts - (93) (93)
Gross proceeds from issue of senor debts — 3468 3,468

Investment securities
At 31 December 2009, the Group has reclassified certain Investment sacurities measured as loans and receivables between those listed
on a recognised UK stock exchange, thoss listed elsewhere and those that are unlisted Details of the reclassification are set out below

As reported at Restated at

2009 Reclassified 2009

$imillion Smnilion Smillion

Listed on a recognised UK exchange - 374 374
Listed elsewhere 1,287 (374} 913

Earnings per share

On 13 October 2010 the Group announced the 1ssue of 260,525,763 new ordinary shares by way of nghts to qualifying shareholders at
1,280 pence per share The:ssue was made as 1 share for every 8 held on 21 October 2010 As required by International Accounting
Standard 33 - Earnings ger share (IAS 33) the Group has adjusted the 2008 basic, diluted, normabsed basic and normalised diluted
earnings per share with the bonus element included within the nghts 1ssue

Asrepotted at Restated ai

2009 Restated 2009

cents cents cenls

Basic earnings per ardinary share 1679 B1) 1618
Diluted earnings per ordinary share 1653 (6 0) 1593
Normalised basic earnings per orcinary share 1798 (6 6) 1732
Normalised diluted earnings per ordinary share 1770 64) 1706

Dividend per share
The dvidend per share amounts n the table below have been adjusted for the bonus element included within the 2010 nghts 1ssue N ine
with the restatement of pricr penod earnings per share amounts required by 1AS 33

As teported Restated Asrestated

canis cents cenls

Dmvidend per share — Final dvidend 2008 42 32 (155} 4077
Dividend per share — Interm dividend 2009 2123 078) 2045
Dividend per share — Final dwvidend 2009 44 80 (164} 4316
Dividend per share — Intenm dividend 2010 2335 (0 85) 2250
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48 Related party transactions

Directors and officers

Detalls of directors’ pay and benefits and interests in shares are disclosed in the Directors remuneration report on pages 106 to 125

IAS 24 'Related party disclosures requires the following addittonal Information for key management compensation Key managernent
comprises non-axecutive directors and members of the Group Management Committes, which includes all executive directors

2010 2000
Smillron Smilion
Salaries, allowances and benefits in kind 19 16
Pension contributions 6 6
Benuses paid or recewvable 12 9
Share based paymenits a5 37
72 68
Transactions with directors, officers and others
At 31 December 2010, the total amounts to be disclosed under the Companies Act 2006 {the Act} and the Listing Rules of the Hong
Kong Stock Exchange Limited (HK Listing Rules) about loans to directors and officers were as follows
2010 2000
Number $000 Numbar $000
Directors 2 3,030 1 13
Officers! 2 3,458 5 7240
1 o lys discloswe the term Oificers means (he mermnbers of 1he. Group Management Comenitlee ulher than those who are diectors of Standard Chaileted PLC anl the

Company Secactary

As at 31 December 2010, Standard Chartered Bank had created a
charge over $38 milion (2009 $31 millon) of cash assets in favour
of the independent trustees of its employer financial retrement
benefit schemes

Other than as disclosed in the Annual Report and Accounts, there
were no other transactions, arrangements or agreements
outstanding for any director, connected person or officer of the
Company that have to be disclosed under the Act, the rules of the
UK Listing Authority or the HK Listing Rules

Associates

The Group has loans and advances to Merchant Solutions and
China Bohai Bank totalling $42 million and $6 million respectively at
31 December 2010 (2009 $32 milion) and amounts payable to
Merchant Soluticns and China Bohal Bank of $34 milion and $2
milion respechvely at 31 December 2010 (2009 $nit milion)

During the year China Bohai Bank undertook a nights issue to
which the Group subscribed, increasing its mvestment by $102
mihon Except as disclosed, the Group did not have any amounts
due to or from associate nvestments

Joint ventures

The Group has loans and advances to PT Bank Permata Tbk
totalling $2 millior at 31 December 2010 (2009 $3 millon), and
deposits of $24 million (2009 $16 millon) The Group has
investrments in subordinated debt 1ssued by PT Bank Permata Tbk
of $127 million (2008 $50 millon} On 3 October 2010 PT Bank
Permata Thk announced a nights 1ssue of 1 share for every 6
shares held to which, the Group fully subsenibed, increasing its
Investment by $99 milion propertonate to its shareholding
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Company

The Company has recenved $208 million (2009 $171 million) of
interest Income from Standard Chartered Bank The Company
1Issues debt externally and lends the proceeds to Group
companes At 31 December 2010, 1t had loans to and debt
instruments issued by Stanciard Chartered Bank of $14,691 million
(2009 $5,038 milion), denvative financial assets of $441 milion
{2009 $291 mullion) and dervative financial Itabiiies of $90 million
(2009 $25 millen) with Standard Chartered Bank, loans of
$1,700 milion (2009 $1,737 million) to Standard Chartered
Holdings Limited, and loans of $nil milkon (2009 $27 millien) to
other subsidianes During the year the Company waived $385
milhon due from Standard Chartered Bank in connection wath the
buy-back of subordinated liabilies in 2009, which was accounted
for by the Company as a deemed capital contribution to Standard
Chartered Bank

In 2006, the Company licensed intellectual property nghts related
to the Company s main brands to an indirect wholly owned
subsidiary, Standard Chartered Strategic Brand Management
Limited (SCSBM), the income from which 1s held on the Company's
balance sheet and released over the term of lcence, which expires
in 2015 At 31 December 2010, 391 millon (2009 $109 million) has
been included as deferred income in the Company balance sheet
In relation to this kcence

The Company has an agreement with Standard Chartered Bank
that in the event of Standard Chartered Bank defaulting on its debt
coupaon interest payments, where the terms of such debt requires
it, the Company shall Issue shares as settlement for non-payment
of the coupon interest




49 Significant accounting estimates and judgments

In determining the carrying amounts of certain assets and liabilities,
the Group makes assumptions of the effects of uncertan future
events on those assets and habilities at the balance sheet date

The Group's estmates and assumpticns are based on historical
experience and expectation of future events and are reviewed
penodically This disclosure excludes uncertainty over future events
and judgments n respect of measuring financial nstruments
Further information about key assumptions concerning the future,
and other key sources of estimation uncertainty, are set out in

the notes

Loan less provisioning

The Group's locan loss provisions are established to recognise
incurred impairment losses either on specific loan assets or within
a portfolo of loans and recewables

Imparrment losses for specific loan assets are assessed either

on an individual or on a porttoho basis Individual impairment
losses are determined as the difference between the carrying
value and the present value of esimated future cash flows,
discounted at the loans' onginal effective Interest rate Impairment
losses determined on a portfolio basis are assessed based on the
probability of default inherent within the portfche of mpaired loans
or receivables

Estimating the amount and timing of future recovenes involves
signficant jJudgment, and considers the level of arrears as well as
the assessment of matters such as future economic conditions
and the value of collateral, for which there may not be a readily
accessible market

Loan losses that have been incurred but have not been separately
dentified at the balance sheet date are deterrmined on a portfolio
basis, which takes into account past loss experience as a result of
uncertainties ansing from the economic environment, and defaults
based on portiolio trends  Actual losses Kentdied could differ
significantly from the impairment provisions reported as a resuit of
uncertainties arising from the economic envirenment

The total amount of the Group's Imparrment allowances 15
inherently uncertan being sensitive to changes in economic and
credit conditions across the geographies that the Group operates
in Economic and credit conditions are interdependent within each
geography and as a result there 1s no single factor to which the
Group g loan impairment allowances as a whole are sensitive It 1s
possible that actual events over the next year differ from the
assumptions built Into the model resulting in matenal adjustments
to the carrying amount of loans and advances

Fair value of financial instruments

Fair value 1s the amount for which an asset could be exchanged, or
a hability settled, between knowledgeable, willing parties n an

arm s length transaction

Financial statements and notes

Notes to 1he fnancia slalements

All financial instruments are initially recognised at fair value, which
1s normally the transaction price In certain circumstances, the
inbial far value may be based on a valuation techmique, which may
lead to the recognition of profits or losses at the tme of witial
recogniton However, these profits or losses can only be
recognised when the valuation technique used 15 based solely on
observable market Inputs Subsequent to Initial recognition, some
of the Group's financial instruments are carnied at {arr value, with
changes in farr value either reported within the income staternent
or within equity until the instrument 1s sold or becomes imparired
Details of the type and classification of the Group'’s financial
instruments are set out In note 15 to the accounts and the
accounting policy set out in nate 1 to the accounts In addtion to
these instruments, the carrying value of a financial Instrument
carried at amortised cost that 1s the hedged item in a qualifying far
value hedge relationship 1s adjusted by the farr value gain or loss
attnbutabte to the hedged risk

lhe tarr values of quoted financial Instruments in active markets are
based on current pnces If the market for a financial nstrument,
and for unlisted secunties, 1s nat active, the Group establishes farr
value by using valuation techniques These include the use of
recent arm s length transactions, discounted cash flow analyss,
option pricing models and other valuation techniques commonly
used by market participants

Where representative prices are unreliable because of iligud
markets, the determination of fair value may require estirmation
of certain parameters, which are calibrated against industry
standards and observable market data, or the use of valuation
models that are based on observable market data

The farr value for the majonty of the Group’s financial Instruments 1s
based on observable market prices or derved from observable
market parameters The most significant element of Group assets
in which chservahle prices are not avalable relates to certain
instruments held within the asset backed secunties portfolio At

31 December 2010, Level 3 assets with a market value of $2,348
million were held N respect of which there was no observable
market data For these instruments, a sensitivity analysis 1s
presentad in note 15 1n respect of reasenably possible changes 1o
the valuation assumptions

Equity investments that do not have an observable market price
are farr valued by applying various valuation technigues, such as
earnings multiples, net assets multiples, discounted cash flows,
and industry valuation benchmarks These techniques are
generally apphed prior to any mitial public offenng, after which an
observable market price becomes avaiable Disposal of such
Investments are generally by market trades or private sales
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49 Signdicant accounting estimates and judgments continued

Goodwill impairment

An annual assessment 1s made, as set out It note 25, as to
whether the current carrying value of goodwill s mpaired Detalled
calculations are performed based on discounting expected pre-tax
cash flows of the relevant cash generating units and discounting
these at an appropriate discount rate, the determination of which
requires the exercise of judgment

Pensions

Actuanal assumptions are made in valuing future defined benefit
pension cbligations as set out 1N note 35 and are updated
periodically The principal assumptions relate to the rate of inflation
and the discount rate The assumed rate of inflation affects the rate
at which salanes grow and therefore the size of the pensions that
employees recave on retirement The discount rate 1s equal to the
yield on high-quality corporate bords that have a term to matunty
approximating that of the related liability, and 1s potentially subject
to significant vanation As aresult, there 1s uncertainty that these
assumptions will continue In the future For example, if the discount
rate for the UK fund increased by 25 basis paints, the lability would
reduce by approximately $51 milion, and vice versa Whilst
changes In cther assumptions would have an impact, the effect
would not be as signiicant

Taxes

Deterrmuning income tax provisions involves judgment on the tax
treatment of certain transactions Deferred tax 1s recognised on tax
losses not yet used and on temporary differences where it 1s
probable that there will be taxable revenue against which these
can be offset Management has made judgments as to the
probability of future taxable revenues being generated against
which tax losses will be avallable for offset

50 Standard Chartered PLC (Company)

Classification and measurement of financial instruments

Prowisions for liabilities and charges

The Group receives legal clams against it in the normal course of
businass Management has made judgments as to the likelhood of
any claim succeeding In making provisions The tme of concluding
legal claims 1s uncertain, as 1s the amount of passible outflow of
economic benefits Timing and cost ultimately depends on the due
process In respective legal jJunsdichions

Share based payments

Equity-settled share awards are recognised as an expense based
on therr fair value at date of grant The far value of equity-settled
share options 1s estimated through the use of option valuation
models — which require Inputs such as the risk-free interest rate,
expected dividends, expected volatility and the expected opticn ife
- and 1s expensed over the vesting penod Some of the Inputs
used, such as the expected option ife, are not market observable
and are based on estimates derved from avalable data, such as
employee exercise behaviour The models utihsed, such as the
binomial option pricing model, are intended to value options traded
in active markets The share options issued by the Group, however,
have a number of teatures that make them incomparable tc such
traded options Using different input estimates or modeis could
prociuce different option vaiues, which would result in the
recognition of a higher er lower expense For example, if the
volatiity assumption was increased by 5 per cent {or decreased by
5 per cent), the fair values for options granted under the Sharesave
schemes in 2010 would increase by approximately £0 45 for
three-year grants, and by £0 54 for five-year grants {or decrease
by approximately £0 45 for three-year grants, and by £0 54 for
five-year grants)

2010 2009
Denwvatives Denvalives

held for Amortised held for Aanorised

hedging cost Total hedging cost Tolai
Financial assets $milion Smitlion Smillion Smillion $milion Srmilion
Derwatives 491 - 441 291 - 291
Debt securities - 2,725 2,725 - 2725 2,725
Amounts owed to subsidiary undertakings - 13,931 13,931 - 5,798 5798
Total at 31 December 441 16,656 17,097 291 8,523 8,814

Derivatives held for hedging are held at far value, are classified as Level 2 and the counterparty 1s Standard Chartered Bank

Debt secunties comprises corporate securities 1ssued by Standard Chartered Bank with a fair value of $2,762 million {2009 $2,743 million)

In 2009 and 2010, amounts owed to subsidary undertakings have a fair value equal io carrying value
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50 Standard Chartered PLC (Company) continued

Financial statements and notes

Nolas 1o the tinancidl stalements

2010 2009
Denvatives Denvatves

held for Amortised held for Amor bsed

hedging cost Total hedgmg cost Total
Financial habihities $million $Smullion $Smullion Smillion Srmillion Sirullion
Denvatives 90 - a0 25 - 25
Debt sscurities In 13sue - 8,343 8,343 - 4,770 4770
Subordinated habilittes and cther
borrowed funds - 1,730 1,730 - 1751 1,751
Total at 31 December 90 10,073 10,163 25 6,521 6,546

Denvatives held for hedging are held at far value, are classified as Level 2 and the counterparty 1s Standard Chartered Bank

The farr value of debt securties in 1ssue 15 $8,343 million (2009 $4,770 million}

The fair value of subordinated habibties and cther borrowed funds 1s $1,608 milhon {2009 $1,609 milton}

Derwative financial instruments

All dervatives held by the company are held for hedging under qualifying fair value hedging relationships, and utiised on the same basis

as the Group on page 177

2010 2009
Notional Notional
pnncipal princigal
amounts Assets Liabilities amounts Assels Liabiliiies
Total denvatives Smillion $million $million Smillion Smilfion Smillion
Foreign exchange denvative contracts
Currency swaps 4,671 318 90 3189 291 -
4,671 318 90 3,189 201 -
Interest rate derwative contracts
Swaps 3,500 123 - 1539 - 25
3,500 123 - 1,539 - 25
Total denvatives 8,171 a4 90 4728 2H 25
Credit Risk
Maximum exposure to credit nisk
2010 2000
$million $milion
Cenvative financial nstruments a4 291
Debt securites 2,725 2725
Amounts owed by subsidiary 13,931 5,798
17,097 8814

In 2009 and 2010, amounts owed by subsidiary undertakings were naither past due nor impasred, the Company had no indmdually impaired loans

in 2009 and 2010, the Company had no mparred debt securities The debt secunties held by the Group are 1ssued by Standard
Chartered Bank, a wholly owned subsidiary undertaking with a credii rating of AA- to AA+
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50 Standard Chartered PLC {(Company) continued

Liquidity nsk

The following table analyses the residual contractual maturity of the assets and habiltes of the Company, on a discounted basis

2010
Between Between
Three three ohe yoar
months months and and five  More than
or leas one year yoars  five years Total
Assets Smillion smilhon smitlion Soullion S$million
Derwvative financial instruments - - 441 - 441
Investmant secunties - - 250 2,475 2,725
Amounts owed by subsidiary undertakings - - - 13,931 13,931
Investments in subsidiary undertakings - - - 14,291 14,291
Other assets - - - 48 48
Total assets - - 691 30,745 31,436
Liabilities
Denvative financtal instruments 80 - - - 20
Debt securities in issue - - 8,343 - 8,343
Other habikities - - 273 92 365
Subordinated liabilties and other borrowed funds - - - 1,730 1,730
Total labiiities 90 - 8,616 1,822 10,528
Net iguidity gap (90) - (7,925) 28,923 20,908
2009
Between Belween
Thiee thiee ona year
months  months and and five More than
ot less one yaat years five years lotal
Assets $milion Smillion $midhon Smillion Similkon
Denvative financial instruments - - 2N - 291
Investment secunties - - 250 2475 2725
Amounts owed by subsidiary undertakings - - - 5798 5798
Investments in subsidiary undertakings - - - 12,806 12,906
Other assels - - - 38 38
Total assets - - 541 21,217 21758
Liabilities

Dervative financial instruments 25 - - - 25
Debt securties in i1ssus - - 4770 - 4770
Other labilties - - 228 110 338
Subordinated habilties and other borrowed funds - - 247 1504 1,751
Total habilities 25 - 5,245 1614 5,884
Net iquidity gap 29) - 4 704) 19 603 14,874
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50 Standard Chartered PLC (Company) continued

Fihancial Liabilities excluding derivative financial instruments on an undiscounted basis

2010 20089

Between Between Between Batwaen

Three three one year Three three one year
months months and and five  More than months  months anc and five More than
or less one year years  five years or less ong year years five years
$million Smilhon Smillion $million Smilhen Smilhen $million $milhon
Debt securities In 1ssue 49 1,333 6,733 1,640 52 208 1,083 4,405
Suboerdinated llakiities and other borrowed 13 90 255 1,892 2 109 670 1,957

funds

Other labilities - - 192 154 - - - 138
Total habilties 62 1,423 7.180 3,686 54 315 1,753 8,500

Derwvative Financial Instruments on an undiscounted basis

Dervative financial Instruments include those net settled dervative contracts in a net llability position, together with the pay leg of grass
settled contracts regardless of whether the overall contract 1s In an asset or lability position The receiving leg 1s not shown in this table
and as a result the dervative amounts in this table are inflated by their exclusion

2010 2008

Between Between Betweon Between

Three three one year Thiea three one year
months menths and and five  More than months  months and and five More than
or less one year years  fiveyears or less one year years five years
$miltion Smilhon Smilhon $milhion Binilon $rrullion Snidien Srniflion
Denvative financial instruments 4 69 166 - 12 38 279 -
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51 Recently 1ssued accounting pronouncements

The following pronouncaments relevant and applicable to the Group and Company were issued as at 31 December 2010 but have
effective dates for perods beginning after 31 December 2010 The use of IFRSs and certain IFRIC Interpretations that have yet to be
endorsed by the European Union is not permitted

The full impact of these IFRSs and IFRIC Interpretations 1s currently being assessed by the Group, other than IFRS @ - Financial
Instruments none of these pronouncements are expected to resuit n any matenal adjustments to the financial statements  The Group
continues to evaluate the potental impact on its financial statements in respect of IFRS @

Pronouncement

Description of impact

Latest effective date for the
Group and Company

Amendment to IAS 24 Related
party transactons

IFRIC 19 - Extinguishing financial
labilities with Equity instruments

Amendrment to IFRIC 14 =
Prepayments of a Minmum
funding requirement

Improvements to IFRSs (Issued 2010)

Amendment to IAS 12 — Deferred tax
Recovery of underlying assets'?

Amendment to IFRS 7 - Financial
instruments disclosure' <

IFRS 9 Financial Instruments 2

This amendment clanfies the defintion of related parties and o provide
exemption from the disclosure of certain transactions with government
entibies

Addresses the accounting by an entity when upon renegotation of the
terms of a financial lability the entity 1Issues equity instruments to
extinguish all or part of the financial hability

Addresses the interaction between a minimum funding requirement (MFR)
and the imit placed by paragraph 58 of IAS 19 on the measurement of the
defined benefit asset or llabiiity

Amendments to IFRS 3 — Business Combinations {@llocation of geodwill to
non-contralling interests), IFRS 7 — Financial nstruments (clanfies the
requirements for certain risk-related disclosures), 1AS 1- Presentatien of
financial statements {clarifies presentational aspects of elements of
staterment of changes in equity), 1AS 34 - Interim financial reporting
requires disclosure of significant events and transactions),

IFRIC 13— Customer loyalty programmes (clarifies the calculation of
reward credits)

This amendment provides a practical approach for measuring deferred 1ax
labilities and deferred tax assets when it would be difficult and subjective
to determine the expected manner of recovery

This amendment introcduces addiional disclosures when an asset 1s
transferred but Is not derecognised [t also requires disclosures of assets
that are derecognised but where the entity continues to have a continuing
exposure o the asset after the sale

IFRS 9 replaces certain etements of IAS 39 in respect of the classification
and measurement of financial assets and financial habilities The standard
requires all financial assets to be ctassified as fair value or amortised cost
Amoriised cost classiication s only permitted where the asset 1s held
wathin a business model whose objective Is to hold assets in order to
collect contractual cash flows and where these contractual cash flows are
solely payment of pnncipal and interest gains or losses on assets
measured at far value are recognised in the iIncome statement unless the
asset 1s an equity iInvestment and tha Group has elected to present such
gains or losses n other comprehensive Income

Financial labilihes are required to be measured at fair value or amortised
cost similar to IAS 39 requirements except that the change in far value
relating to own credit 1s reported within other comprehensive income and
not the iIncome statement

1 January 2011

1 January 20114

1 January 2011

1 January 2011

1 January 2012

1 January 2012

1 January 2013

TS IFRS on 1FRIG bt pit aton bas pot yet been endoised by the EU
* Subpect to enddorsane il of the EEH the Grenp has aof ot tnade a il deersion as to whethion d will apply mthe 2011 inoncal stakcmends those pronouncenents inarked i the

tabile above

52 UK and Hong Kong accounting requirements

As required by the HK Listing Rules, an explanation of the differences in accounting practices between EU endorsed IFRS and Hong
Kong Financial Reporting Standards is required to be disclosed There would be no significant differences had these accounts been
prepared In accordance with Hong Kong Financial Reporting Standaids As set out in note 51, EU endarsed IFRS may differ from IFRSs
published by the International Accounting Standards Board # a standard has not been endorsed by the EU
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Supplementary financial information

Average balance sheets and yield

The following tables set out the average balances and yields for the Group's assets and liabilities for the years ended 31 December 2010
and 31 December 2009 For the purpose of the following table, average balances have generally been determined on the basis of daily
balances, except for certan categories, for which balances have been determined less frequently

The Group does not beliave that the information presented i this table would be significantly different had such balances been

determined on a dally basis

2010

Average Average

non-interest Interest
earning earning Interest Gross
balance balance Income yield
Smillion $million $million %

Assets
Cash and balances at central banks 9,682 14,019 17 o1
Gross loans and advances to banks 6,418 44 513 764 17
Gross loans and advances to customers 691 232,338 10,026 43
Impairment provisions against loans and advances to banks and customers - (2,478) - -
Investment secunties 4,058 94,967 2,693 28
Property, plant and equipment and intangible assets 5,338 - - -
Prepayments, accrued income and other assets 92,668 - - -
Total average assets 118,855 383,359 13,500 35
2009

Average Average

non inferest interest
eaming &arnig Interest Gross
balance balance ncome vield
$million Smilhion Srmllion %

Assets

Cash and balances at central banks 8,629 7145 5] 01
Gross foans and advances to banks 2945 47172 755 16
Gross lcans and advances te customers 260 192638 9,427 49
Impairment provisions against loans and advances to banks and customers (193) 1,810) - -
Investment securities 3,650 83543 2738 33
Property plant and equipment and intangible assets 3551 - - -
Prepayments, accrued income and other assets 122165 - - -
Total average assets 141,007 328,688 12,926 39
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Supplementary financial inforrmalion

Average balance sheets and yield continued

2010

Average Average

non-interest interest
bearing bearing Interest Rate
balance balance expense paid
Smillion Smillion $mallion %

Liabilihies
Non-interest bearing current and demand accounts 29,740 - - -
Interest bearing current accounts and savings deposits - 133,229 974 a7
Time and cther deposits 4,909 162,470 2,875 18
Debt securities in 1ssue 2,704 36,516 7 21
Accruals deferred Income and other liatilties 84,128 - - -
Subordinated habilities and other borrowed funds 312 14,843 430 29
Non-controlling interests 586 - - -
Shareholders’ funds 32,777 - - -
Total average habiliies and shareholders' funds 155,156 347,058 5,030 14
Net yield 21
Net interest margin 22
2008

Average Average

non tetest nterest
bearing bearing Interest Rate
balance balance cxpense paid
$million $miflion Smillion %

Liabilities

Non-interest bearing current and demand accounts 22,392 - - -
Interest bearing current accounts and savings deposits 27 108,261 858 08
Time and other deposits 4 394 156 288 3175 20
Debt securities in 1ssue 2,099 25029 769 31
Accruals, deferred iIncome and other labilities 119120 - - -
Subordinated labilities and other borrowed funds 4104 10,787 501 46
Non-controling interests 206 - - -
Shareholders' funds 24,742 - - -
Total average labiities and shareholders’ funds 177084 298 365 5,303 18
Net yield 21
Net interest margin 23
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Supplementary inancial information

Volume and price vanances

The following table analyses the estimated change in the Group's
net interest income attributable to changes in the average volume
of interest-earning assets and interest-bearing habiites, and
changes in therr respective interest rates for the periods presented
Volume and rate vanances have been determined based on

2010 versus 2009

movements n average balances and average exchange rates
over the penod and changes in interest rates on average
Interest-eaming assets and average interest-bearing liabilities
Vanances caused by changes in both volume and rate have been
allocated to changes In volume

Net increase/

Increase/(decrease) {decrease)
1n interest due to in interest
Volume Rate
Smillion Smillion $milhon
Interest earning assets
Cash and unrestricted balances at central banks 8 3 1"
Loans and advances to banks (46) 56 10
Loans and advances to customers 1,705 (1,108) 597
Investment securities 325 {370} {45)
Total nterest earning assets 1,992 (1,419) 573
Interest bearing habihities
Subordinated habiliies and other borrowed funds 129 (200) (71)
interest bearing current accounts and savings deposits 224 {108) 116
Time and other deposits 112 (414) (302)
Debt securities In 1Issue 236 {2564) {18)
Total Interest bearing labilities 701 {976} {275)

2009 versus 2008

Net increasc/

Increasefidecrease) (decrease)
n ntetest due to N inlerest
Volume Rate
Srrnllion $railhon Smilion
Interest earning asselts
Cash and unrestricted balances at central banks 2 28) (26)
Leans and advances to banks 101 (728) {827}
Loans and advances to customers 481 2,489) (2,008
Investment securties 347 (1137) (790)
Total interest earning assets 931 (4,382 (3 451)
Interest bearing liabilibies
Suberdinated labilities and other borrowed funds (678} 130 (548)
Interest bearing current accounts and savings deposits 143 (516) {373)
Time and other deposits 167 (2,354) (2,197)
Debt securities In 1ssue {97) 472) 569)
Total interest bearing habilties {475) 3.212) (3 887)
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Five-year summary

Financial statements and notes

Supplemsntar y finencial information

2010 2009 2008 2007 2006
$millien $rmilbion Smillion Smiltion Srralhiory
Operating profit befcre impairment losses and taxation 7,039 7232 6,357 4,852 3824
Impairment losses on loans and advances and cther credit
nsk provisions {883) {2 000} (1,321) (761} (629)
Other Impairment (76) (102) 469 (57) (15}
Profit before taxation 6,122 5151 4,568 4,035 3178
Profit attributable to shareholders 4,332 3,380 3241 284 2,278
Loans and advances to banks' 52,058 50,885 46 583 35 365 19,724
Loans and advances to cusiomers' 240,358 198 292 174,178 154,266 139 300
Total assets 516,542 436653 435 068 329871 266 102
Deposits by banks! 28,551 38,461 31909 25880 26,233
Customer accounts' 306,992 251244 234,008 179760 147 382
Shareholders' equity 38,212 27,340 22140 20,851 16,853
Total capital rescurces? 54,804 44 650 39,681 37182 30094
Information per ordinary share
Basic earnings per share* 196 3¢ 161 8¢ 1851c 169 6¢ 142 6¢c
Normalised earning per share?* 197 0c 173 2¢ 168 B¢ 166 7c 143 9¢
Dividends per share? 69 15¢ 683 61c 59 36¢ 57 46¢ 51 45¢
Met asset valua per share 1,673 2¢ 1,281 6¢ 1,091 1¢ 1,374 2¢ 1,208 5¢
Net tangible asset value per share 1,274 1¢c 953 4¢ 755 0c 921 8¢ 720 8¢
Ratios
Post-tax return on ordinary shareholders’ equity —
normalised basis? 14 1% 14 3% 15 2% 15 8% 16 9%
Basic cost-income ratio 56 2% 52 4% 54 5% 56 2% 55 6%
Cost-income ratio - normalised basis® 55 9% 51 3% 56 1% 56 0% 55 2%
Capnal ratios
Tler 1 capitalf® 14 0% 11 5% G 9% 8 8% 83%
Jotal capitaP® 18 4% 16 5% 15 6% 15 2% 14 2%
T Exeldes amounts bl al lan vatuo hrough probl or loss
2 shoeholders inds non controling mileiests and subordinated loan capitad
* Resuits on a notmahsed basis reflen t the Gioup s resulls excliding mnostisation and knpenment of intanggble assels, gans ok 10sses of a apital nattitg and yans and lossas on
tepriichase ol subordinated labdilies

+  Ainounts have boeniestaled as explamed in riole 47 on page 215
* Unachled
6 bor 2010 2000 AU0R ahid 2004 on o Haset 1l basis and 2006 ofi g Basul I hasis
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Suppleinentary financial information

A Convenience translation of selected financial statements into Indian Rupees

In compliance with clause 37(3) of Indian Depository Recaipis Listing agreement, the Consolidated financial staternents on pages
138 to 145 are presented in Indian Rupess (NR) using a US dollar / Indian Rupee exchange rate of 44 81 as at 31 December 2010 as
published by Reserve Bank of India Amounts have been translated using the said exchange rate including totals and sub-totals and

any discrepancies In any table between tatals and sums of the amounts listed are due to rounding

Consclidated income statement (Translated to INR)
For the year ended 31 December 2010

2010 2006
T million T milion

Interest income 604,935 579,214
Interest expense (225,394) (237827)
Net interest Income 379,541 341,587
Fees and commission income 204,154 171 353
Fees and commission expense (14,250) (20,344)
Net trading income 115,475 129,501
Cther operating income 34,817 58,208
Non-interest income 340,198 338,808
Operating Income 719,738 680 395
Staff costs {258,330) {220107)
Prerises costs {35,848) (31277)
General administrative expenses (85,094) (81 644)
Deprecration and amortisation {25,049) {23 301}
Operating expenses (404,321) (356,329)
Operating profit before impairment losses and taxation 315,418 324 066
Imparment losses on loans and advances and other credit risk provisions (39,567} (89,620)
Other impairment (3,406} {4.571)
Profit from associates 1,882 o
Profit before taxation 274,327 230,816
Taxation (76,535) (76 012)
Profit for the year 197,791 155 804
Profit attributable to
Non-controlling interests 3,674 4,347
Parent company sharehalders 194,117 151,458
Proht for the year 197,791 155,804
Earnings per share
Basic earnings per ordinary share (Rupees) 8380 728
Diluted earmings per ordinary share (Rupees) 865 4

T Amounts have Liyonestated
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Consolidated statement of comprehensive income (Translated to INR)

For the year ended 31 December 2010

Financial statements and notes

Supplementary financal mformation

2010 2009
Tmillion Zrnilhon
Profit for the year 197,791 155 804
Other comprehensive Income
Exchange differences on translation of foreign operations
Net gains taken to equity 37,730 35 803
Net losses on net investment hedges {3,450) 8.917)
Reclassified to income statement cn change of control 179 -
Actuanal gains/losses) on retirement benefit obligations 3,719 68722
Share of other comprehensive income from associates (224} 851
Available-for-sale investments
Net valuation gans taken to equity 35,221 20,389
Reclassified 10 income statement (12,726) (25 990y
Cash flow hedges
Net gains taken to equily 1,882 627
Reclassified to income statement 762 4750
Taxation relating to components of other comprehensive iIncome (4,5626) 2778
Other comprehensive iInceme for the year, net of taxation 58,567 23,570
Total comprehensive incame for the year 256,358 179 374
Attributable to
Non-cantrolling interests 5,019 4,974
Parent company shareholders 251,339 174,401
256,358 179,374
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Supplomentaty finarwaal information

Consohdated balance sheet (Translated to INR})
As at 31 December 2010

2010 2009
Tmillion Tmithon
Assels
Cash and balances at central banks 1,466,362 812,450
Financial assets held at far value through profit or loss 1,210,811 1,005,805
Dervative financiat instruments 2,144,562 1,711,428
Loans and advances to banks 2,332,119 2,280,157
Loans and advances to customers 10,770,442 8,885,465
Investment secunties 3,396,419 3,393 372
Other assets 1,136,202 770777
Current tax assets 8,021 9,006
Prepayments and accrued income 95,311 145,229
Interests in associates 28,275 23032
Goodwill and intangible assets 312,774 296,642
Property, ptant and equipment 201,959 183,855
Deferred tax assets 42,390 49112
Total assets 23,146,247 19 566 421
Liabiliies
Depasits by banks 1,279,370 1723437
Customer accounts 13,756,312 11,258,244
Financial labiities held at far value through profit or loss 909,105 649,969
Derivative financial instruments 2,112,030 1,639,329
Debt secunties in issue 1,406,183 1311678
Other liabilities 945,222 723,189
Current tax habilities 43,959 35938
Accruals and deferred income 202,900 184 304
Subordinated habilities and other borrowed funds 714,227 749 671
Deferred tax llabilities 7,394 8 648
Provisions for habilities and charges 14115 8,245
Retrement benefit obligations 13,8901 22674
Total habilities 21,404,706 18 315,326
Equity
Share capttal 52,607 45,363
Reserves 1,659,673 1,179,743
Total parent company shareholders’ equity 1,712,280 1,225,105
Non-controling interests 29,261 25,990
Total equity 1,741,541 1,251,095
Total equity and habilities 23,146,247 1Q 566,421
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Financial statements and notes

Supplermeriary fnancial inform :hon

Consohdated statement of changes in equity (Translated to INR})
For the year ended 31 December 2010

Capital Cash Parent
Share and capital Available- flow company Non-
Share premium redempbon Merger for-sale hedge Translahon Retained shareholders controlling
capitat account reserve' reserve reserve reserve reserve earnings equity  interests Total
Lmilon  Inullien Zmilion  Tmillion Zmillion Trnillion Trmilhon Trillion Trmllien Zmilion Temilhon
At 1 January 2009 42 480 212,534 807 251,698 (224) (3,719) (79 941) 568 460 992 093 24 870 1,016 963

Profit for the year - - - - - -
Other comprehensive

151,458 151,458 4,347 155804

ncome - - -~ - {3,943 4391 26,841 {4,347 22,943 627 23 570
Distnibutions - - - - - - - - - (3,898) (3898)
Shares 1ssued net

of expenses 1,972 4,750 - 74698 - - - - 81420 - 81420
Net own shares adjusiment - - - - - - - (3.630) (3630 - (3,630)
Share oplion expense

net of taxation - - - - - - - 13936 1338386 - 13,936
Capitalised an scrip

dwvicend 941 941) - - - - - - - - -
Omidends, net of schip - - - - - - - (33115 {33,115) - (33,115)
Other increases - - - - - - - - - 45 45

At 31 December 2009 45,393 216,343 807 326,396 (4,167) 672 (53,100) 692,763 1,225,106 25,990 1,251,095
Profit for the year - — - - - - - 194,117 194,117 3,674 197,791

Other comprehensive

income - - - - 17,969 1,882 34,638 2,733* 57,222 1,344 58,567

Distnbutions - - - - - - - -
Shares 1ssued,

{2,420) (2,420)

net of expenses 6,687 25,631 - 230,189 - - - - 262,407 - 262,407

Net own shares adjustment - - - - - - - (6,049) {6,049) - (6,049}
Share oplion expense

net of taxation - - - - - - - 13,264 13,264 - 13,264
Capitalised on scrp

dividend 627 (627) - - - - - - - - -
Dividends, net of scnp - - - - - - - [33,383) (33,383) - {33,383)
Other increases - - - - - - - {403) {403) 672 269
At 31 December 2010 52,607 241,347 807 556,585 13,801 2,554 (18,462} 863,0M 1,712,280 29,261 1,741,541

t o nt ludes capital reserve of 224 milbon and ©oapit i redenmplion resetve ol T ba.d millon
COMprIses ac fudrdl losses net of taxation and non contiolling nterests o T (5 198) milion and share of compi echunsive Incoime hom assoealtes of
Z 8b1 milhon

3 Gomprises acluanil gains net of taxalion and non controlling nterests of T2 g4/ million znd shire of comprehensive [05s iom  18soctates o T (224) rillian
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Supplernentary tnancia ntonmation

Cash flow statement (Translated to INR)
For the year ended 31 December 2010

Group Company
2010 2006 2010 2009
Tmiilion Timilon Imillion Tmilion
Cash flows from operating activities
Profit before taxation 274,327 230816 32,801 16,714
Adjustrments for
Non-cash items included within ncome statement 83,974 78 866 {29,933) o 217)
Change in operaling assets (3,689,387) 132727 (14,877) (10172
Change in operating labilittes 2,656,068 (595,659 39,522 14,608
Contnibutions to defined benefit schemes {6.722) (5,556) - -
UK and overseas taxes paid (63,675} 54 220) - (1120)
Net cash (used in)/from operating activities (745,414} (213 027) 27,513 9,903
Net cash flows from investing activities
Purchase of property plant and equpment (16,580) (11,695) - -
Disposal of property plant and eguipment 8,200 Q9769 - -
Acquisition of Investiment In subsidianes associates, and joint ventures
net of cash acquired (24,421) (3,047) (44,810) (112,025)
Purchase of investment secunties (5,111,746) (5 813,805) - (80 658)
Disposal and matunty of investment secunhes 5,227,445 5676 441 - -
Dividends recewved from investment in subsidiaries and asscclates 986 493 34,504 14,832
Net cash from/(used in} investing activities 83,884 (141 644} {10,3086) (177,851)
Net cash flows from financing activities
Issue of ordinary and preference share capital, net of expenses 262,407 81 420 262,407 81420
furchasae of own shares? (8,155) {4,615) (8,165} 4.615)
Exercise of share options through ESOP 2,106 986 2,106 986
Interest paid on subordinated habilities {34,638) {39 O74) {4,660) (5 780)
Gross proceeds from issue of subordinated labilities 34,504 92,443 - -
Repayment of subordinated liabilities (69,411) (109,336) (179) -
Interest paid on senior debts {42,838) (24 153) {14,115) 4167)
Gross proceeds from 1ssue of senior debts 620,753 518 765 145,005 155,401
Repayment of senior debts (499,452} (395 583) {1,792) -
Dinvdends paid to non-controlling interests and preference sharehelders,
net of scrip (6,946) (8 424) (4,526) (4,526)
Dwdends paid to ordinary shareholders, net of scnp {28,858) {28 589) (28,858) (28,589)
Net cash from financing activities 229,472 83,840 374,233 160129
Net {decrease)/increase in cash and cash equivalents (432,058) (270 832) 364,440 22131
Cash and cash equivalents at beginning of the year 3,050,361 3,302,452 259,808 237827
Effect of exchange rate movements on cash and cash equivalents 58,387 18 731 - -
Cash and cash equivalents at end of year 2,676,681 3,050,351 624,248 259 808

> Amautits have bectt testaled
2 Nel of prow eeds itarm s il of nghts by the hiists
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Company balance sheet (translated into INR)
As at 31 December 2010

Financial staterents and notes

Suppdementary financial information

2010 2009
Tmillion Zmallion
Non-current assels
Investments in subsidiary undertakings 640,380 578 318
Current assets
Denvatives financial Instruments 19,761 13,040
Investment securities 122 107 122,107
Amounts owed by subsidiary undertakings 624,248 259 808
Taxation 2,151 1703
768,267 386 658
Current habilihies
Dervatives financial instruments 4,033 1120
Other creditors, 12,278 10,261
Deferred Income BO7 807
17,117 12188
Net current assets 751,150 384,470
Total assets less current habilities 1,391,530 962,788
Non-current habilitres
Debt securities in 1ssue 373,850 213,744
Deferred income 3,271 4,078
Subordinated llabilities and other borrowed funds 77521 78,462
454,642 296 284
Total assets less habiltties 936,887 666,504
Equity
Share capital 52,607 45,383
Reserves 884,281 821111
Total equity 936,887 666,504
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Supplementary inandial informalion

Company statement of changes in equity (Translated to INR)

For the year ended 31 December 2010

Capital and
Share capital
Share premium redemption Maerger Retained

capital account reserve’ reserve earnings Total

Tmillion Tmillion Trmilhion Iollion Zmillion Imillicn
Al 1 January 2009 42480 212534 807 251,698 87021 594,539
Profit for the year - - - - 14922 14,922
Shares issued, net of expenses 1972 4750 - 74 698 - 81,420
Net own shares adjustment - - - - {3,630) (3.630)
Share option expense - - - - 12,368 12,368
Capitalised on scrip dividend 241 941} - - - -
Dividends net scrip - - - - (33 115) (33.115)
At 31 December 2009 45,393 216,343 807 326,396 77,566 666,504
Profit for the year - - - - 33,249 33,249
Shares 1ssued, net of expenses 6,587 25,631 - 230,189 - 262,407
Net own shares adjustment - - - - {6,049} (6,049)
Share option expense - - - - 14,160 14,160
Capitalised on scnp dwidend 627 (627) - - - -
Dividends, net scrip - - - - (33,383) (33,383)
At 31 December 2010 52,607 241,347 807 556,585 85,542 936,887

! Inclucles Capital 1eserves of 224 mullion and capital redemphion resetve of T 583 mullion
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Financial statements and notes

Supplemnentary firancial informalion

B Summary of significant differences between Indian GAAP and IFRS

The consolidated financial statements of the Group for the year
ended 31 December 2010 with comparatives as at 31 December
2009 are prepared in accordance with International Financial
Reporting Standards {IFRS) and IFRS Interpretations Committee
(IFRIC) nterpretations as adopted by the European Union

IFRS differs in certain significant respects from Indian Generally
Accepted Accounting Principles (GAAP) Such differences involve
methods for measunng the amounts shown In the financial
staternents of the Group, as well as additional disclosures required
by Indian GAAP

Set out betow are descriptions of certain accounting differences
between IFRS and Indian GAAP that could have a significant effect
on profit attnbutable to parent company shareholders for the year
ended 31 December 2010 and 31 December 2009 and total parent
company shareholders’ equity as at the same date This section
does not provide a comprehensive analysis of such differences

In particular, this description considers only thase Indian GAAP
pronouncements tor which adoptien or application 1s required in
financial statements for years ended on or prior to 31 Cecember
2010 The Group has not quantified the effect of differences
between IFRS and Indian GAAP, nor prepared consolidated
financial statements under Indian GAAP, nor undertaken a
reconciiation of IFRS and Indian GAAP financial statements

Had the Group undertaken any such quantfication or preparation
or reconciliation, other potentially significant accounting and
disclosure differences may have come to sts attention that are not
identifiect below Accordingly, the Group does not provide any
assurance that the differences identified below represent all the
principal differences between IFRS and Indian GAAP relating to
the Group Furthermore, no attempt has been made to identify
future differences between IFRS and Indian GAAP Finally, no
attempt has been made to identfy all differences between IFRS
and Indian GAAP that may affect the financial statements as a
result of transactions or events that may occur In the future

In making an investment decision, potential investors should
consult therr own professional adwisors for an understanding of

the differences between IFRS and Indian GAAP and how those
differences may have affected the financial results of the Group
The summary does not purpart to be complete and 1s subject and
qualified in ts entirsty by reference to the pronouncements of the
International Accounting Standards Board ((ASB), together with the
pronouncements of the Indian accounting profession

Changes In accounting policy

IFRS

Changes in accounting policy are applied retrospectively
Comparatives are restated and the effect of penod(s} not
presented 1s adjusted against opening retaned earnings of the
earliest year presented Policy changes made on the adoption
of a new standard are made In accordance with that standard s
transitional provisions

Indian GAAP

The cumulative amount of the change 1s included in the iIncoma
statement for the period in which the change 1s made except as
specified In certain standards (transitional provision) where the
change during the transition period resulting from adoption of the
standard has to be adjusted against opening retained earnings and
the impact disclosed

Where a change 1n accounting policy has a material effect in the
current period, the amount by which any tem in the financial
statements 1s affected by such change should ailse be disclosed
to the extent ascertainable Where such an amount 1s not
ascertanable this fact should be indicated

Functional and presentation currency

IFRS

Assets anc habilities are translated at the exchange rate at the
balance sheet date when the financial statements are presented
in & currency other than the functional currency Income statement
tems are franslatad at the exchange rate at the date of transaction
or at average rates The funchional currency 1s the currency of the
primary economic environment in which an entity operates The
presentation currency of the Group s US dollars

Inchian GAAP
There 1s no concept of functional or presentation currency Entities
in India have to prepare therr financial statements in Indian rupees

Conscldation

IFRS

Entiies are consolidated when the Group has the power to
govern the financial and operating policies so as to obtain benefits
Control 1s presumed to exist when the Group owns more than one
half of an entity s voting power Currently exercisable voting rights
should also be taken into consideration when deterrmining whether
centrol exists

Indian GAAP
Similar to IFRS, except that currently exercisable veting nghts are
not considered n determining control

Consolidation of Special Purpose Vehicles

IFRS

Under the IASB's Standards Interpretations Committee (SIC)
Interpretation 12 (SIC-12), an SPE should be consolidated when the
substance of the relationship between an enterprise and the SPE
ndicates that the SPE is controlled by that entity The definihon of
an SPE includes employee share trusts

Indian GAAP
No specific guidance SPEs including employee share trusts are
not consolidated
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Supplementary financal nformation

B Summary of stignificant differences between Indian GAAP and IFRS continued

Business combinations

IFRS

All business combxnations are treated as acquisitions Assets,
llabiities and contingent hakilites acquired are measured at ther
far values Pooling of interest method s prohibited

For acquisitions occurring on or after 1 January 2004, IFRS 3
'Business Combinations’ (IFRS 3) requires that, when assessing
the value of the assets of an acquired entity, certain identfiable
intangible assets must be recognised and if considered 1o have
a finite life, amortised through the ncome statement over an
appropriate penod As the Group has not applied IFRS 3, or

its predecessor IAS 22, to transactions that eccurred before

1 January 2004, no intangible assets, other than goodwill,

were recogrised on acquisitions prior to that date

Adjustments to prowsional farr values are permitted provided
those adjustments are made within 12 months from the date
of acquisition, with a corresponding adjustment 1o gooadwill

After re-assessment of respective falr values of net assets
acquired, any excess of acquirer’s interest in the net fair values
of acquirer s identihable assets Is recogmised immediately in the
ncome statement

Where less than 100 per cent of an entiy 1s acgurred, non-
controlling nterests are stated at thewr proportion of the fair value
of the iIdentifiable net assets and contmgent liabilities acquired

Inchan GAAP

Treatment of a business combination depends on whether
the acquured entity 1s held as a subsidiary, whether it 1s an

amalgamation ar whether it (s an acquisition of a business

For an entity acquired and held as a subsidiary, the business
combination 1s accounted for as an acquistion The assets
and labities acquired are Incorporated at thair existing
carrying amounts

For an amalgamation of an entity, ether pooling of mteresis or
acquistion accounting may be used The assets and liabilties
amalgamated are incorporated at therr existing carrying amounts
or, alternatively, If acquisibon accounting 1s adopted, the
consideration can be allccated to individual 1dentifiable assets
fwhich may include intangible assets) and liabilities on the basis
of therr far values

Adjustments to the value of acquired or amalgamated balances
are not permitted after initial recognition

Any excess of acquirer s interast in the net fair values of

acquirer's identiable assets ts recogrused as capital reserve,
which 1s neither amortised nor avatable for distnibution to
shareholders However, in case of an amalgamation accounted
under the purchase method, the fair value of intangible assets with
no active market 1s reduced to the extent of capital reserve, If any,
ansing on the amalgamation

Minority Interests ansing on the acquisition of a subsidiary are
recognised at therr share of the histencal bogk value
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Goodwill

IFRS

IFRS 3 requires that goodwill ansing on all acquisitions by the
Group and associated undertakings 1s capitahised but not
amortised and 1s subject to an annual review for impairment
Under the transtional provisions of IFRS 1, the Group has not
apphed IFRS 3, or its predecessor IAS 22, 1o transactions that
occurred before 1 January 2004, the date of transition to IFRS
Accordingly, goodwill previously written off to reserves, as
permitted under UK GAAP until the mplementation of [FRS 10
‘Goodwill and intangible assets’ in 1998, has not been reinstated
nor will it be written back on disposal

Amortisation of goodwill that has been charged up to 31 December
2003 has not been reversed and the deemed carrying value of the
goodwill on transition to IFRS 1s equal 1o the net book value as at
31 December 2003

Goodwill 15 tested annually forimpairment Any impairment
losses recognised may not be reversed In subsequent
accouniing periods

Indian GAAP

Goodwill ansing for amalgamations 1s capitalised and amortised
over useful hfe not exceeding five years, unless a longer period can
be justified

For goodwill anising on acquisition of a subsidiary or a business,
there 1s no specfic guidance — in practice there 1s ether no
amortisation or amartisation not exceeding 10 years

Goodwill 1s reviewed for mpairment whenever an ndicator of
imparment exists Impairrment losses recognised may be reversed
under exceptional circumstances only in subseguent accounting
pernods through the income statement

Acquired and internally generated intangible assets

IFRS

Intangible assets are recognised If the specific critena are met
Assets with a firute useful lfe are amortised on a systematic
hasis over ther useful Iife An asset with an indefinite useful life
and which 1s not yet avalable for use should be tested for
impairment annually

Indian GAAP

Intangible assets are capitalised if specific critenia are met and are
amortised aver their useful life, generally not exceeding 10 years
The recoverable amount of an Intangible asset that 1s not avatlable
tor use ar 13 baing amartised over a pernod exceeding 10 years
should be reviewed at least at each financial year-end even it there
1s no indication that the asset 1s iImpaired
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Supplesnentary inancal infoemalion

B Summary of significant differences between Indian GAAP and IFRS continued

Property, plant and equipment

IFRS

Fixed assets are recorded at cost or revalued amounts Under the
transiion rules of IFRS 1, the Group elected to freeze the value of
ali its properties held for its own use at therr 1 January 2004
valuaticns, therr ‘deemed cost’ under IFRS They will not be
revalued in the future

Foreign exchange gains or losses relating to the procurermnent of
property, plant and equipment, under very restrictive conditions,
can be capitalised as part of the asset

Depreciation 1s recorded over the asset's estimated useful life The
residual value and the useful life of an asset and the depreciation
method shall be reviewed at least at each financial year-end

The Group capitahses borrowing costs incurred during the period
that the asset Is getting ready for its mtended use

Indian GAAP
Fixed assets are recorded at historical costs or revalued amounts

Relevant borrowing costs are capitalised if certain criténia in AS-16
are met

Depreciation Is recorded over the asset's useful life Schedule XIV
of the Companes Act and Banking Regulations prescribe
minimum rates of depreciation and these are typically used as the
bagis for deterrmining useful ife

Recognition and measurement of financial instruments

IFRS

1AS 39 requires all financial nstruments to be initially measured at
ther far vaiue, which i1s usually to be the transaction price In those
cases where the inital farr value 1s based on a valuation model that
uses Inputs that are not observable in the market, the difference
between the transaction price and the valuation model 1s not
recogrised Immediately In the income staterment but 1s amortised
to the Income statement uniit the iInputs become observable, the
transaction matures or 1s terminated

At the time of initial recognition, tAS 38 requires all financial assets
to be classified as either

* held at farr value through profit or loss (as a trading instrument or
as designated by management), with realised and unrealsed
gains or losses reflected in profit or loss

» avallable-for-sale at fair value, with unrealised gamns and losses
reflected in shareholders equity, and recycled to the iIncome
statement when the asset 1S sold or 18 Impaired

* held-to-maturty at amortised cost, where thera is the intent and
the ability to hold them to matunty

* as loans and recervables at amortised cost
At the time of intial recognition, 1AS 39 requires zll financial
labifities to be classified as either

+ held at {air value through profit or loss {as a trading instrument or
as designated by management), with realised and unrealised
gains or losses reflected in profit or loss

» at amortised cost

A financial asset or financial liabuity, other than one held for trading,
can he designated as being held at far value through profit or loss
if it meets the criteria set out below

* the designation elimnates or significantly reduces a
measurement or recognition nconsistency that would otherwise
anse from measuning assets or labilities on a different basis

+ a group of financial assets and/cr labilties s managed and its
performance evaluated on a fair value basis

« assets or llabilities Include embedded denvatives and such
dernvatives are not recognised separately

The designation of a financial Insirument as held at far value
through profit or loss 1s revocable in respect of the financial
Instruments to which 1t relates Subsequent to ivtial recognition
instruments cannot be classified into or out of this category

Changes in the farr value of avallable for sale financial assets
resulting from movements In foreign currency exchange rates

are Included in the Income statement as exchange differences
Forewgn currency exchange movements for avallable for sale equity
securiies 1s recognised In reserves

Indian GAAP
AS 13 requrres Investments to be categonsed as follows

= Current invaestments, which are those readily realisable and
intended to be held for less than one year, are carried at the
lower of cost and far value, with changes In farr value taken
directly to profit or loss

* | ong-term tnvestments, which are those investments not
classified as current, are carried at cost unless there 1s a
permanent diminution N value, In which case a provision for
diminution 1s required to be made by the entity

For investments, Reserve Banking India regulations require similar
classifications to IFRS, but the classificatron cntena and
measurement requirements differ from those set out n IFRS

Financial habylites are usually carned at cost
There 1s no ability to designate instruments at fair value

Measurement of derivative instruments and hedging activities
IFRS

IAS 39 requires that all denvatives be recognised on balance sheet
at far value Changes in the fair value of derivatives that are not
hedges are reported n the Income statement Changes in the farr
value of dervatives that are designated as hedges are either oftset
aganst the change in far value of the hedged asset or hability
through earnings or recognised directly In equity until the hedged
item 1s recognised in earnings, dependmng on the nature of the
hedge The netfective portion of the hedge s change in tarr value
Is Immediately recognised In earnings A denvative may only be
classified as a hedge If an entity meets stringent qualifying critenia
N respect of documentation and hedge efiectiveness

1AS 30 requires the separation of denvatives embedded in a
financial \strument (f it1s not deemed to be closely related to
the economic charactenstics of the underlying host instrurment
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Supplerneniary inancial imfonmation

B Summary of significant differences between Indian GAAP and IFRS continued

Indian GAAP

Fareign exchange contracts held for trading or speculative
purposes are carried at faw value, with gains and losses
recognised (n the Income statement In the absence of
specific guidence, equity options are carried at the lower of
cost or market valus

There 1s no specific guidance on hedge accounting since
Accounting Standard 30 1s not mandatory

Impairment of financial assets

IFRS

At each balance sheet date, an assessment 1s made as te whether
there 1s any objective evidence of iImpairment A financial asset 1s
impaired and impairment losses are incurred if, and only if, there is
objective evidence of impairrment

Assets held at amortised cost

It objective evidence of impairment exists, an assessment is
made to determine what, 1t any, impairment 10ss should be
recognised The imparrment loss is the difference between the
asset’'s carrying amount and its estimated recoverable amount

The recoverable amount 1s determined based on the present
value of expected future cash flows, discounted at the
instrument’s original effective interest rate, either individually or
collectively Indmvidually assessed assets for which there 1s no
objective evidence of impairment are collectively assessed for
impairment

Available-for-sale assets

If objective svidence of impairment exists, the cumulative loss
(measured as the difference between the acquisthion cost and
the current fair value, less any previously recognised
imparment) 1s removed from equity and recegrised in the
income statement

Market recoveries leading to a reversal of an impairment
provision for avallable-for-sale debt securties are recognised In
the income statement Impairrment losses for equity instruments
classified as avallable-for-sale are not permitted to be reversed
through profit or loss

Inchan GAAP

Long-term investments are written down when there 1s a decline in
far value which 1s deemed to be other than temporary Imparrments
may be reversed through the income statement in subsequent
penods If the Nvestment rises in value, or the reaseons for the
impairment no longer exist

De-recogmtion of financial assets

IFRS

A financial asset 1s de-recogrised If substantially all the nsks
and rewards of ownership have been transterred If substantially
all the nsks and rewards have not been transterred, the asset
will continue to be recognised 1o the extent of any

continuing inveolvement
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Inchan GAAP

There 1s Imited guidance on de-recognition of financial assets
Secuntised financial assets can only be de-recognised if the
onginator has surrendlered control over the assets Control 1s not
surrendered where the secuntised assets are not beyond the reach
of the creditors of the onginator or where the transferee does not
have the nght to pledge, sell, transfer or exchange the secuntised
asset for its own banefit, or where there 1s an option that entitles
the originator to repurchase the financial assets transferred under
a securhisation transaction from the transferee

Liabihities and equity

IFRS

A financial instrument 1s classified as a lability where there 1s a
contractual obhigation to deliver either cash or ancther financial
asset to the holder of that nstrument, regardless of the manner
in which the contractual obligation will be settled

Preference shares, that carry a mandatory coupon or are
redeemable on a specific date or at the option cf the shareholder
are classified as financial labiities and are presented in other
borrowed funds The dividends on these preierence shares are
recognised In the Incoime statement as nterest expense on an
amortised cost basis using the effective nterest method

Indian GAAP
Ciassification 1s based on the legal form rather than substance

Prowvisions for liabiities and charges

IFRS

The amount recognised as a provision is the best estimate at
the balance sheet date of the expenditure reguired to settle the
abligation, discounted using a pre-tax market discount rate if
the effect 1s matenal

Indhan GAAP
Provistons are recognised and measured on a similar basis
to IFRS, except that discounting 1s not permittec

Pension obligations

IFRS

IAS 19 ‘Employee Benefits (|AS 18) requires defined benefit
pension labilities to be assessed on the basis of current actuanal
valuations performed on each plan, and pension assets to be
measured at far value The net pension surplus or deficit,
representing the difference between plan assets and liabilities,

15 recognised on the balance sheet

The discount rate to be used for determining defined benefit
obligations is established by reference to market yields at the
balance sheet date on high quality corporate bonds of a currency
and term consistent with the currency and term of the post
employment benefit obligations

Under the transitional provisions of IFRS 1 “‘First time adoption

of International Financial Reporting Standards’ {IFRS 1) and in
accordance with |AS 18, the Group elected to record all actuanal
gains and losses on the pension surplus or deficit In the year 1in
which they occur within the ‘Consolidated statemeni of
comprehensive Nncome'
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Supplementary financial mformaticn

B Summary of significant differences between Indian GAAP and IFRS continued

Indian GAAP
The liability for defined benefit plans 1s determined on a smilar
basis tc IFRS

The ciscount rate to be used for determining defined benefit
obligations is established by reference to market yields at the
balance shest date on government bonds

Actuarai gans or losses are recognised iImmediately in the
statement of Income

In respect of termination benefits, the revised AS 15 (2005),
specifically contains a transitional prevision providing that where
expenditure on termination benefits 1s ncurred on or before

31 March 2009, the entites can choose to follow the accounting
policy of defernng such expenditure over its pay-back period
Howevet, any expenditure deferred cannot be carried forward

to accounting periods commencing on or after 1 April 2010

I herefore any expenditure deferred should be written off over the
shorter of {g) the pay-back period or () the penod from the date
expenditure on termination benefits IS ncurred to 1 Apni 2010

Share-based compensation

IFRS

IFRS 2 ‘Share-based payment’ requires that all share-based
payments are accounted for using a far value method

The fair value of the employee services recaived in exchange for
the grant of the options 1s recognised as an expense For equity-
settled awards, the total amount to be expensed over the vesting
perod must be determinad by reference to the farr value of the
aptans granted (determined using an option pricing model),
exciuding the iImpact of any non-market vesting cenditions (for
example, profitability and growth targets) Non-market vesting
conditions must be included in assumptions about the number
of options that are expected to become exercisable

At 2ach balance sheet date, the Group revises its estimates of the
numier of options that are expected to become exercisable It
recognises the impact of the rewision of onginal estmates, If any,
In the Income statement, and a corresponding adjustrment tc
equity over the remaining vesting period The proceeds received
net of any directly attributable transaction costs are credited to
share capital (nominal value) and share premium when the options
are exercised

Cash-settled awards must be revalued at each balance sheet
date on an ntrinsic value basis (being the difference between
the market price of the share at the measurement date and the
exercise pnice) with any changes in far value charged or credited
to stalff costs in the Income staterment

Deferred tax 1s recognised based on the intrinsic value of the award
and I1s recorded in the income statement if the tax deduction 1s less
than or equal to the cumulative share-based compensation expense
or equity If the tax deduction exceeds the cumulative expense

Indian GAAP

Entities may either folow the intrinsic valug method or the far
value method for determining the costs of benefits arsing from
share-hased compensation plans Although the fair value
approach Is recommended, entities may use the Intrinsic value
method and prowide farr value disclosures

Deferred tax is not recognised as It 1s not considered to represent
a timing difference

Entties are also permitted the option of recognising the refated
compensation cost over the service perod for the entire award
{that 1s, over the service period of the last separately vesting
portion of the award), provided that the amount of compensation
cost recognised at any date at least equals the far value of the
vested portion of the award at that date

Deferred taxation

IFRS

Deferred tax 1s determined based on temporary differences, being
the difference between the carrying amount and tax base of assets
and labilities, subject to certain excephions

Deferred tax assets are recognised f 1115 probable (more likely than
not) that sufficient future taxable profits will be avalable to utilise to
deferred tax assets

Indian GAAP

Deferred tax 1g determined based on timing differences, being
the difference between accounting income and taxable income
for a period that 1s capable of reversal in one or more
subsequent periods

Deferred tax assets are recognised only if virtually certain with
entites with tax losses carred forward or If reasonably certain with
entities with no tax losses

Interest income and expense

IFRS

Interest income and expense Is recognised in the income
statement using the effective interest method The effective interest
rate 1s the rate that discounts estimated future cash payments cr
receipts through the expected Iife of the financial Instrument When
calculating the effective interest rate, the Group estmates cash
flows considering all contractual terms of the financial instrument
but does not consider future credit losses The calculation includes
all fees and points paid or received between parties to the contract
that are an integral part of the effective interest rate, transaction
costs and all cther premiums or discounts

Indian GAAP

in the absence of a specific effective interest rate requirement,
premiums and discounts are usually amortised on a straight ine
basis over the term of the instrument

Dividends

IFRS

Dividends to halders of equity instruments, when proposed or
declared after the balance shest date, should not be recognised
as a lability on the balance sheet date A company, however, 15
required to disclose the amount of dividends that were proposed
or declared after the balance sheet date but before the financial
statements were authorised for issue

Indian GAAP
Dividends are reflected in the financial statements of the year to
which they relate even if proposed or approved after the year end
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Shareholder information

Dwvidend and interest payment dates

Final intenitn dividend
Crdinary shares dividend {Provisional only}
Results and dividend announced 2 March 2011 3 August 2011
Ex dividend date 9 March 2011 10 August 2011
Record date for dwidend 11 March 2011 12 August 2011
Last date to elect for share dividend or to change standing instructions 26 Apnl 2011 22 September 2010
Dhvidend payment date 11 May 2011 5 October 2010
1st half 2nd half
Preference shares yearly dividend yearly dividend
73 per cent Non-Cumulative lrredeemable preference shares of £1 each 1 Apnl 2011 1 Qctober 2011
8/ per cent Nen-Cumulative Irredeemable preference shares of £1 each 1 Apnl 2011 1 October 2011
8 409 per cent Non-Cumulative preference shares of $5 each 30 January 2011 30 July 2011
7014 per cent Non-Cumidative preference shares of $56 each 30 January 2011 30 July 2011
8125 per cent Non-Cumulative preference shares of $5 each 27 May 2011 27 November 2011

Annual General Meeting .

The Annual General Meeting (AGM) will be held at 12 00 noon (LUK time) (7 00 pm Hong Kong time) on Thursday 5 May 2011 at The
Honourabte Artillery Company, Armoury House, City Road, London EC1Y 2BQ Detatls of the business to be transacted at the AGM
are Included In the accompanying Notice of AGM  Detalls of voting at the Company’s AGM and of proxy votes cast can be found on the
Company's website

Intenm results
The intenm results will be announced to the London Stock Exchange, The Stock Exchange of Hong Kong, the Bombay Stock Exchange
and the National Stock Exchange of India and put on the Company’s website

ShareCare

ShareCare 15 available to shareholders on the Company's UK registar who have a UK address and bank account, and allows you to hold
your Standard Chartered shares n a nominee account Your shares will be held i electronic form so you will no longer have to worry
about keeping your share certificates safe If you join ShareCare you will still be inwited to attend the Company s AGM and receve your
dividend at the same time as everyone else ShareCare s free 1o Join and there are no annual fees to pay If you would like (o receve
more nformation please visit our webhsite at http /investors standardchartered com/mypage ¢fm or contact the shareholder helpline on
0870 702 0138

Previous dividend payments (Unadjusted for the impact of the 2010/2009 nghts 1ssue)
Cost of one new
ordinary share

Dividend per under share
Diwvidend and financial year Payment date ordinary share dividend scheme
Intenim 2001 12 QOctober 2001 12 82c/8 6856p No offer
Final 2001 17 May 2002 2910c/18 91p £8 43/$12 32
Interim 2002 15 October 2002 14 10c/9 023p £6 537/$10 215
Firal 2002 13 May 2003 32 9¢/20 692p/HKE2 566 £6 B84/510 946
Interm 2003 10 October 2003 15 51c/9 3625p/HKS1 205 £8 597/314 242
Final 2003 14 May 2004 36 49c¢/20 5277p/HKS2 8448 £8 805/315 830
Intenm 2004 8 October 2004 i706¢/9 4851p/HKS1 3303 £4 546/517 16958
Final 2004 13 May 2005 40 44¢/21 145p/HK$3 15156 £0 3847517 947
Interim 2005 14 October 2005 18 94c/10 7437p/HKS1 46911 £41 878/821 3578
Final 2005 12 May 2006 45 06c/24 9055p/HKS3 49343 £14 2760/824 77885
Interim 2008 11 October 2006 20 83c/1114409p/HKS1 622699 £13 2360/%25 03589
Final 2006 11 May 2007 50 21c/25 17397p/HKS$3 826106 £14 2140/827 42501
Interim 2007 10 Octaber 2007 23 12c/11 39043p/HK$1 794713 £15 2560/$30 17637
Final 2007 16 May 2008 56 23¢/28 33485p/HKS4 380092 £16 2420/532 78447
Intenm 2003 9 October 2008 25 67¢/13 96133p/HKS1 995046 £14 00/$26 0148
Final 2008 15 May 2009 42 32¢/28 4693p/HKS3 279597 £8 342/%11 7405
Interim 2009 8 Cctober 2009 21 23c/13 25177p/HK$1 645304 £13 876/322 799
Final 2009 13 May 2010 44 80c/20 54233p/HKS3 478306 £17 351/$26 252
Internim 2010 5 Qetober 2010 23 36c/14 71618p/HKS1 811274/INRQ 984124* £17 394/827 190

1he tNR dradend 1s pet irediar Dy pository Hec wpt
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Donating shares to ShareGift

Shareholders who have a small number of shares often find 1t
uneconomical to sell them An alternative 1s to consider donating
them to the chanty ShareGift registered charty 1052686), which
collects donations of unwanted shares untl there are encugh to
sell and uses the proceeds to support UK chanties Further
information can be ebtaned from the Company s Registrars or
from ShareGift on 020 7930 3737 or from www ShareGift org
There 1s no implication for Capital Gains Tax (o gan or loss) when
you donate shares to charity and UK taxpayers may be able to
claim inceme tax relief on the value of ther denation

Bankers' Automated Clearing System (BACS)

Dividends can be pad straight into your bank or bullding society
account Please register online at www investorcentre co uk aor
contact our registrar for a mandate forrn

Registrars and shareholder enquiries

{f you have any enquines relating to your shareholding and you hold
your shares on the UK register, please contact our registrar
Camputershare Investor Services PLC, at The Pavilions,
Bridgwater Road, Bristof, BS98 72Y There 1s a shareholder
helpling on 0870 /02 0138 If you hold your shares on the Hong
Kong branch register please contact Computershare Hong Kong
lnvestor Services Limited at 17M Floor, Hopewell Centre, 183
Queen s Road East Hong Kang

You can check your shareholding at www investorcentre co uk

Chinese translation

If you would lke & Chinese version of the 2010 Report and
Accounts please contact

Computershare Hong Keng Investor Services Limited at 17M Floor,
Hopewell Centre, 183 Queen's Road East, Hong Kong

Shareholders on the Hong Kong branch register who have asked
to receve the Report and Accounts in either Chinese or English
can change thts election by contacting Computershare

If there 1s a dispute between any transfation and the English version
of this Report and Accounts, the Enghish text shall prevall

Taxation

Information on taxation applying to dividends paid to you if you
are a shareholder in the UK, Hong Kong or the

United States 1s set out In the dividend documents available at
hitp /investars standardchartered com/dmdend ofm

Electronic communications

It you hold your shares cn the UK register and in future you would
like to receve the Report and Accounts electronically rather than
by post, please register online at www investorcentre couk Than
click on Register and foliow the mstructions You will need to have
your Shareholder or ShareCare Referance number when you log
on You can find this on your share certificate or ShareCare
statement Once registered you can alsc submit your proxy vote
and dividend election electronically and change your bank
mandate or address information

Financiat statements and notes

Shareholder Njormalion

Forward locking statements

It 13 possible that this document could or may contain forward
looking statements that are based on current expectations or
beliefs, as well as assumptions about future events These

forward looking statements can be ilentified by the fact that they
do not relate only to historical or current facts Forward looking
statements often use words such as anticipate, target, expect,
estimate, intend, plan, geal, believe, will, may, should, would, could
or other words of similar meaning Undue rellance should not be
placed on any such statements because, by therr very nature, they
are subject to knowin and unknown nsks and uncertanties and can
be affected by other factors that could cause actual results, and
the Group's plans and objectives, to differ materally from those
expressed or implied in the forward looking statements

There are several factors that could cause actual results to

differ matenally from those expressad or implied in forward locking
statements Among the factors that could cause actual results

to differ matenally from those described in the forward looking
statements are changes In the global, political, econonuc,
business, competitive, market and regulatory forces, future
axchange and interest rates, changes In tax rates and future
business cominations or dispositions

The Group undertakes no chligation to revise or update any
forward looking statement contained within this document,
regardless of whether those statements are affected as a result
of new information, future events or otherwise

www standardchartered com
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Glossary

Advances-to-deposits ratio

The ratio of total loans and advances to custamers relative to total
customer deposits A low advances-te-deposits ratio
demonstrates that customer deposits exceed customer loans
resulting from emphasis placed on generating a lugh level of stable
funding from customers

Asset backed secunties (ABS)

Secunties that represent an nterest In an underhwng pocl of referenced
assets The referenced pool can comprise any assets which attract
a set of associated cash flows but are commonty poois of residential
or commercial morigages and in the case of Collateralised Debt
Onligations {CDOs), the reference peol may be ABS

Alt-A
Loans regarded as iower risk than sub-prime, but they share
higher nsk charactenstics than lending under normal critenia

Advanced internal rating based (AIRB)

The AIRB approach under the Basel |l framework 1s used to
calculate credit risk capital based on the Group's own estimates
of certam parameters

Attnibutabte profit to ordinary shareholders
Profit for the year after non-controling interests and the declaration
of dvidends on preference shares classified as equity

CAD2

An amendment to Capital Adequacy Directive that gives national
regulators the discretion to permit firms to use ther own value

at risk model for calculating capital requirements subject to
certain critena

Collateralised debt abligations (CDOs)

Secunties issued by a third party which reference ABSs and/or
certain other related assets purchased by the issuer COCs may
feature exposure to sub-prime martgage assets through the
underlying assets

Collateralised loan oblhgation (CLO)

A secunty backed by the repayments from a pool of commercial
loans The payments may be made to different classes of owners
{in tranches)

Commercial mortgage backed securrties (CMBS)

Securities that represent interests In a pool of commercial
mortgages Investors In these securnitres have the nght to cash
received from future mertgage payments (interest and/cr principal)
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Commercial real estate

Includes office bulldings, industnal property, medical centres,
hotals, malls, retail stores, shopping centres, farm land, multifamily
housing bulldings, warehouses, garages, and industrial properties
Commercial real estate loans are those backed by a package of
commercial real estate assets

Contractual maturity

Cantractual matunty refers to the final payment date of a loan

or other financial nstrument, at which pont all the remaining
outstanding principal will be repaid and interest 1s due to be paid

Cost Income ratio
Represents the proportion of total operating expense to total
operating Income

Cover ratio
Represents the extent to which non-performing loans are covered
by imparrment allowances

Commercial paper (CP)

An unsecured promissory note issued to finance short-term
credit needs It specifies the face amount paid to investors on
the matunity date

Constant currency

Constant currency change 1s derived by applying a simple
translation of the previous penad functional currency number in each
entity using the current average and period end US dollar exchange
rates to the Income staterment and batance sheet respectvely

GCore Tier 1 capital

Core Ter 1 capital compnses called-up ordinary share capital and
ehgible reserves plus non-controlling interests, less goodwilt and
ather intangible assets and deductions relating to excess expacted
losses over eligible provisions and securitisation posttions as
specified by the UK's FSA (Financial Services Authorty)

Core Tier 1 capital ratio
Care Tier 1 capital as a percentage of sk weighted assets

Credit conversion factor (CCF)

CCF 1s an internally modelled parameter based con historical
experience to determme the amount that ts expected to be further
drawn down fram the undrawn portion in a committed facility




Credit default swaps (CDS)

A credit derivative is an arrangement whereby the credit risk of
an asset (the reference asset) 1s transferred from the buyer to the
seller of protection A credit default swap 1s a contract where the
protection seller receives premium or nterest-related payments
in return for contracting to make payments to the protection
buyer upon a defined credit event Credit evenis normally include
bankruptcy, payment default on a reference asset or assets,

or downgrades by a rating agency

Credit nsk spread

The credit spread 1s the yield spread between securities with

the same coupon rate and matunty structure but with different
associated credit nsks, with the yield spread rnising as the credit
rating worsens 1t 1s the premium over the benchmark or nsk-free
rate required by the market to take on a lower credit quality

Credit valuation adjustments (CVA)

An adjustment to far value primarily In respect of dervative
contracts that reflects the possibility that the counterparty may
default such that the Group would not receve the full market
value of the transactions

Customer deposits

Money deposited by all individuals and companies that are not
credit Institutions  Such funds are recorded as liabilities in the
Group's balance sheet under Customer accounts

Debt restructuring

This 1s when the terms and provisions of outstanding debt
agreements are changed This 1s often done In order to improve
cash flow andl the ability of the borrower to repay the debt It can
nvolve altering the repayment schedule as well as debt or interest
charge reduction

Debt securities

Debt securities are assets on the Group's balance sheet and
represent certificates of indebtedness of creclt insttutions,
public bodies or cther undertakings excluding those issued
by central banks

Debt securities In Issue

Debt securities in 1ssue are transferable certificates of
ndebtedness of the Group to the bearer of the certificate These
are habilities of the Group and include certificates of deposits

Delinquency

A debt or other financial obligation 1s considered to be i a state of
delinquency when payments are averdue Loans are considered to
be delinquent when consecutive payments are missed

Dividend per share

Represents the entitlement of each sharehclder in the share of the
profits of the company Calculated in the lowast unit of currency in
which the shares are quoted

Effective tax rate (ETR)
The tax on profits on ordinary activities as a percentage of profit on
ordinary activities before taxation

Expected loss {EL)

The Group measure of anticipated loss for exposures captured
under an mternal ratings based credit sk approach for capital
adequacy calculations 1t 1s measured as the Group-modelled view
of anticipated loss based on probability of default (PD), loss given
default {LGD) and exposure at default (EAD), with a one-year

time honzon
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Exposures

Credit exposures represent the amount lent to a customer,
together with an undrawn commitments

Exposure at default (EAD)

The estimation of the extent o which the Group may be exposed
to a customer or counterparty in the event of, and at the time of,
that counterparty’'s default At default, the customer may not have
drawn the loan fully or may already have repaid some of the
principal, so that exposure 1s typically less than the approved
loan limit

Foundation internal ratings based approach

A method of calculating credit nsk capital requirements using
internal PD models but with supervisory esimates of LGD and
conversion factors for the calculation of EAD

Funded/unfunded exposures

Exposures where the notional amount of the transaction is funded
or unfunded Represents exposures where there 1s a commitment
to provide future funding 1s made but funds have been released/
not released

Guaranteed mortgages

Mortgages tor which there 1s a guarantor to provide the lender
a certain level of financial security in the event of default of
the borrower

Impatred loans

Loans where individual identified imparment allowance has been
raised and also includes loans that are collateralised or where
Indebtedness has already been written down to the expected
realisable value The mpared loan category may include loans,
that, while impaired, are still performing

Impairment allowances

Impatirment allowances are a prowsion held on the balance sheet
as a result of the rasing of a charge agamnst profit for the incurred
loss An impatrment allowance may erther be identified or
unidentified and mdmidual or collective

Individually/collectively assessed

Impatrment is measured individually for assets that are iIndividually
significant, and collectively where a portfolio comprises
homogenous assels and where appropriate statistical techniques
are avalable Typically, assets within the Wholesale Banking
business of the Group are assessed individually whereas assets
within the Consumer Banking business are assessed on

a collective, or portfolio, basis

Internal ratings based (IRB) approach

The IRB approach is used to calculate nsk weighted assets
in accordance with the Basel Capital Accord where capital
requirements are based on a irm's own estimates of
certain parameters

Investment grade
A debt security, treasury bill or similar instrument with a credit
rating measured by external agencies of AAA to BEB

Leveraged finance

Loans or other financing agrearments provided to companies
whose overall level of debt 1s high in relation to ther cash flow
(net debt EBITDA {earnings before interest, tax, depreciation
and amortisation)) typically ansing from private equity sponsor
led acquisitions of the businesses concerned
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Glossary

Liquidity and credit enhancements

Credit enhancement facilities are used to enhance the
creditworthiness of financial obhgations and cover tosses due

to asset default Two general types of credit enhancement are
third-party loan guarantees and self-enhancement through
over-collaterahsation Liguidity enhancement makes funds available
if required, for other reasons than asset default, e g to ensure
tirnely repayment of maturning commercial paper

Liguid asset ratio

Ratio of total lquid assets to total assets Liquid assets comprise
cash {less restricted balances}), net Interbank, treasury bills and
debt secunities less iliquid securities

Loans and advances

This reprasents lending made under bilateral agreements with
customers entered into in the normal course of business and 1s
based on the legal form of the iInstrument  An example of a lcan
product ss a home loan

Loans to individuals

Money loaned to individuals rather than institutions  The loans may
be for car or home purchases, medical care, heme reparr, holidays,
and other consumer uses

Loan-to-value ratio

The loan-to-value ratto 1s a mathematicat calculation that expresses
the amount of a first mortgage llen as a percentage of the total
appraised value of real property The ioan-to-value ratio 1s used in
determining the appropnate level of nsk for the loan and therefore
the correct price of the loan to the borrower

Loans past due

Loans on which payments have been due for up to a maximum
of 90 days including those on which parttal payments are
being made

Loss given default (LGD)
LGD 1s the percentage of an exposure that a lender expects to lose
in the event of obligor default

Master neting agreement

An agreement between two counterparties that have multiple
denvative contracts with each other that provides for the net
settlement of alt contracts through a single payment, in a single
currency, In the event of default on, or termination of, any

one contract

Mezzanine capital

Financing that cembines debt and equity charactenstics

For example, a loan that also confers some profit participation
o the lender

Mortgage backed securntes (MBS)

Securities that represent interests in a group of mortgages
Investors In these secunties have the nght to cash receved from
future mortgage payments (interest and/or principal)

Maortgage related assets
Assets that are referenced to underlying mortgages

Medium term notes (MTNs)

Corporate nates continuously offered by a company to nvestors
through a dealer Investors can choose from differing matunties,
ranging from rine months to 30 years

Net asset value per share
Ratio of net assets (total assets less total labilities) to the number
of ordinary shares outstanding at the end of a reporting penod
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Net interest Income
The difference between interest received on financial assets and
interest pard on financial habiities

Net interest margin
The margin 1s expressed as net interest Income divided by average
interest earning assets

Net interest yield
Interest mcome divided by average interest earning assets less
interest expense divided by average interest beanng habilities

Non-performing loans
A non perfarming loan 1s any ioan that 1s more than 90 days past
due or 1s otherwise indvidually impairred, other than a loan that 1s

+ renegotiaied before 90 days past due, and on which no default
N interest payments or loss of principal 1s expected

+ renegotiated at or after 90 days past due, but on which there
has been no detault in interest or principal payments for more
than 180 days since renegotiation, and against which no 1083
of principal 1s expected

Normalised earmings

Profit attnbutable to ordinary shareholders adyusted for profits

or losses of a capital nature, amounts consequent to investment
transactions dniven by strategic intent, and other infrequent and/or
exceptional transactions that are significant or materal in the
context of the Group's normal business earrungs for the perod

Private equity investments

Equity securibies in operating compantes generally not quoted on
a public exchange Investment In private equity often involves the
investment of capital In private companies Caprtal for prvate
equity Investment 1s raised by retail or institutional Investors and
used to fund Investment strategies such as leveraged buyouts,
venture capital, growth capital, distressed investments and
mezzanina capital

Probability of default (PD)
PD 1s an internal estmate for each borrower grade of the likelihood
that an abligor will default on an ebligation

Profit attnbutable to ordinary shareholders
Profit for the year after non-controlling nterests and dividends
declared in respect of preference shares ciassified as equity

Renegotiated loans

Loans and advances are generally renegotiated either as part of
an ongoing customer relationship or In response to an adverse
change In the crreumstances of the borrower In the latter case
renegotiation can result in an extension of the due date of payment
or repayment plans under which the Group offers & concessionary
rate of interest to genuinely distressed barrowers Such assets will
be individually mpaired where the renegotated payments of
interest and principal will not recover the onginal carrying amount
of the asset In other cases, renegotiaiton may lead to a new
agreement, which would be treated as a new loan

Repo/reverse repo

A repurchase agreement or repo is a short-term funding
agreement that allows a borrower to sell a financial asset, such as
ABS or Government bonds as collateral for cash As part of the
agreement the borrower agrees to repurchase the secunty at some
later date, usually less than 30 days, repaying the proceeds of the
loan For the party on the other end of the transaction {buying the
secunty and agreeing to sell n the future) it 1S a reverse repurchase
agreement or reverse repo




Residential mortgage

A loan to purchase a residential property that is then used as
collateral to guarantee repayment of the loan The borrower gives
the tender a llen against the property, and the lender can foreclose
on the property If the borrower does not repay the loan per the
agreed terms Also known as a home loan

Return on equity

Represents the ratio of the current year's profit available for
distribution to ordinary shareholders to the weighted average
erdinary shareholders equity over the penod under review

Risk weighted assets

A measure of a bank'’s assets adjusted for ther associated nsks
Risk weightings are established in accordance with the Basel
Capital Accord as implemented by the FSA

Residential mortgage backed securities (RMBS)

Securities that represent interests in a group of residential
mortgages Investors in these securities have the night to cash
recewved from fuiure mortgage payments (interest and/or principal)

Secuntisation

Secuntisaiion 1s a process by which debt instruments are
aggregated into a pool, that 15 used to back new secunties

A company sells assets to an SPE (special purpose entity) which
then 1ssues securtties backed by the assets based on ther value
This allows the credit quality of the assets to be separated from
the credr rating of the onginal company and transfers nisk to
external investors

Special purpose entities (SPEs)

SPEs are entities that are created to accomplish a narrow and
well defined cbjective There are often specific restrictions or
imits around therr ongoing activities

Transactions with SPEs take a number of forms, including

» The provision of financing to fund asset purchases, or
commitments to provide finance for future purchases

» Dervative transactions to provide investors in the SPE
with a specified exposure

« The prowsion of iquidity or backstop faciities which may be
drawn upon If the SPE expenences future funding difficulties

» Direct investment n the notes 1ssued by SPEs

Standardised approach

In relation to credit nisk, a methad for calculating credit nsk capital
requirements using external credit assessment institutions (ECAN
ratings and supervisory nsk wetghts |n retation to operational sk,
a method of calculating the operational capital requirement by the
applcation of a supervisory defined percentage charge to the
gross income of eight specified business lines

Structured finance/notes

A structured note 1s an Investment tool that pays a return inked to
the value or level of a specified asset or Index and sometimes
offers capital protection if the value declines  Structured notes
can he linked to equities, interest rates, funds, commodities and
foreign currency

Subordinated habihties

Liabihties which, in the event of insolvency or iguidation of the
1ssuer, are subordinated to the claims of depositors and other
creditors of the 1ssuer

Financial statements and notes

Glossary

Sub-prime

Sub-prime describes loans to borrowers typically having weakened
credit histories that include payment delinquencies and potentially
more severe problems such as court judgements and
bankruptoies They may alsc display reduced repayment capacity
as measured by credit scores, high debt-to-income ratios, or other
critenia Indicating heightened nsk of default

Tangible net asset value per share

Ratio of parent shareholders’ equity less preference shares
classified as equity and goodwill and intangible assets 1o the
number of ordinary shares outstanding at the end of the
reporting period

Tier 1 capital

Tier 1 capital compnises Core Tier 1 capital plus nnovative Tier 1
securities and preference shares and tax on excess expected
losses less matenal holdings in credit or financial institutions

Tier 1 capital ratio
Tier 1 capital as a percentage af sk weighted assets

Tier 2 capital

lier 2 capital comprises qualitying subordinated habilities,
allowable portfollo imparment provision and unrealised gains in the
eligible revaluation reserves ansing from the far valuation of equity
instruments held as avallable-for-sale

VaR

Value at Risk 1s an estimate of the potential loss that might anse
from market movements under normal market conditions, If the
current postions were to be held unchanged for one business day,
measured to a confidence level of 87 5 per cent

Working profit
Operating profit before imparrment losses and taxation

Write-downs

After an advance has been dentified as mpared and 1s subject to
an imparrment allowance, the stage may be reached whereby it 1s
concluded that there 1s no realistic prospect of further recovery
Write-downs will occur when, and to the extent that, the whole

or part of a debt 1s considered Irrecoverable
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