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Disclaimer  

Abbey & Santander
Abbey National plc (“Abbey”) is a wholly owned subsidiary of Banco Santander Central Hispano, S.A. (“Santander”) (SAN.MC, STD.N).  Founded in 1857, 
Santander has more than 60 million customers, over 10,000 offices and a presence in over 40 countries.  It is the largest financial group in Spain and is a 
major player in Latin America and elsewhere in Europe, including in the United Kingdom (through Abbey) and in Portugal.  Through Santander Consumer it 
also operates a leading consumer finance franchise in Germany, Italy, Spain and ten other European countries.
Santander has a secondary listing of its ordinary shares on the London Stock Exchange and Abbey continues to have its preference shares listed on the 
London Stock Exchange.  Nothing in this presentation constitutes or should be construed as constituting a profit forecast.  

Disclaimer
Abbey and Santander both caution that this presentation may contain forward-looking statements.  The US Private Securities Litigation Reform Act of 1995 
contains a safe harbour for forward-looking statements on which we rely in making such statements in documents filed with the US Securities and Exchange 
Commission.  Such forward looking statements are found in various places throughout this presentation.  Words such as “believes”, “anticipates”, “expects”, 
“intends”, “aims” and “plans” and similar expressions are intended to identify forward looking statements, but they are not the exclusive means of identifying 
such statements. Forward-looking statements include, without limitation, statements concerning our future business development and economic 
performance. These forward looking statements are based on management’s current expectations, estimates and projections and both Abbey and 
Santander caution that these statements are not guarantees of future performance.  We also caution readers that a number of important factors could cause 
actual results to differ materially from the plans, objectives, expectations, estimates and intentions expressed in such forward-looking statements.  These 
factors include, but are not limited to, (1) inflation, interest rate, exchange rate, market and monetary fluctuations; (2) the effect of, and changes to, 
regulation and government policy; (3) the effects of competition in the geographic and business areas in which we conduct operations; (4) technological 
changes; and (5) our success at managing the risks of the foregoing.   The foregoing list of important factors is not exhaustive. When relying on forward-
looking statements to make decisions with respect to Abbey or Santander, investors and others should carefully consider the foregoing factors and other 
uncertainties and events. Such forward-looking statements speak only as of the date on which they are made, and we do not undertake any obligation to 
update or revise any of them, whether as a result of new information, future events or otherwise. Statements as to historical performance, historical share 
price or financial accretion are not intended to mean that future performance, future share price or future earnings (including earnings per share) for any 
period will necessarily match or exceed those of any prior year.

This presentation is not a form of statutory accounts.
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UK economic environment expected to remain relatively benign

1.3%

2.1%
2.3% 2.4%

2004 2005 2006 2007

Annual GDP growth (%) Interest rates (%, quarterly average)

Annual CPI inflation rate (%) GBP : Euro exchange rates (end period)

- source - Office for National Statistics & Bank of England - estimated by Abbey
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Unemployment has gradually trended up, but from a low 
level, and consumer spending growth has steadied 

Annual Growth in Consumer Expenditure (%)

Source – Office for National Statistics

Unemployment rate (%, ILO)

Source – Office for National Statistics
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The mortgage market remained strong throughout 2006 and 
annual house price growth has increased since end 2005

House purchase and remortgage approvals  
(number of approvals (s.a., 000s))

Source – Bank of England

Annual house price growth (%)

Source – Department for Communities and Local Government
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1,096 1,124 1,152 1,178 1,199 1,227
1,261 1,290

10.3 10.310.310.310.310.411.2
12.1

Q1 '05 Q2 '05 Q3 '05 Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

893 917 943 967 989 1,016
1,049 1,077

10.4
11.411.211.7 11.010.810.210.8

Q1 '05 Q2 '05 Q3 '05 Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

203
207 209 211 210 212 212 213

10.0

6.16.37.2
8.3

11.4
12.8

13.9

Q1 '05 Q2 '05 Q3 '05 Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

Mortgage lending growth strengthened in 2006, while 
consumer credit lending growth slowed steadily

*Please note: 
• Growth rates are calculated using the Bank of England’s methodology - this expresses period net lending as a percentage of the prior period stock. 
• Q4 figures are based on November YTD – official data not yet released

Source – Bank of England.   

- actual market size (£bn) - estimated market size (£bn) - annual growth rates (%)

Total lending to individuals* Mortgage lending market stock* Consumer credit market stock*
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Annual growth in retail deposits has been stable, with strong 
growth in the investment new business market

*Please note: 
• growth rates are calculated using the Bank of England’s methodology - this expresses period net lending as a percentage of the prior period stock.
• Q4 figures are based on November YTD – official data not yet released
• Investment new business data only available on a quarterly basis - quarter 4 2006 data is not currently available.

- actual market size (£bn) - estimated market size (£bn) - annual growth rates (%)

Investment new business markets*

Source – estimated by Abbey based on data from Investment 
Managers Association / ABI / Structuredretailproducts.com. 

895 919 938 956 981 999 1,011 1,035

8.27.88.7
9.59.09.08.98.9

Q1 '05 Q2 '05 Q3 '05 Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

Retail deposits (incl. current accounts)*

Source – Bank of England.  
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Abbey is a key retail participant in the UK banking industry

residential mortgage stock £101.7bn

residential mortgage stock share 9.4%

UPL stock £3.6bn

customer deposit stock £63.0bn

net attributable income £684m 

branches 712 

employees (FTE) 17,146

2006 highlights

a well established mortgage business …

– second largest mortgage lender in the UK

– strong net lending market share in a competitive 
environment

…and showing potential in other product areas…

– higher volumes of current account openings and 
unsecured personal loans in 2006

– established distributor of protection and investment 
products

…to an attractive customer franchise

– Abbey has large customer franchise with a strong 
presence in the “greater than £35k” customer salary 
band

Abbey franchise
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19%

mortgage applications

Sales productivity in both the branch network and intermediary 
channel has improved in 2006

44%

31%

13%

mortgage advisor personal banking advisor investment advisors

* Increase in average number of 
products sold by role type  

% increase* % increase*

* Increase in average number of 
applications per sales consultant  

improvements in sales productivity
Branch network delivered solid sales growth across the product range - mortgage gross lending up 
11%, UPL gross lending up 66% and investment sales up 16%
c. 100 investment advisors recruited in 2006 to sell investment products in our branches, with an 
additional 100 FTE approved to be recruited

Branch Channel Intermediary Channel
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Partenon on track to improve sales performance further

J-06 J-07

Q1 achievements:
• intranet SAN
• renewal PCs
• single telephony platform

Q4 achievements:
• channels MIS
• switch Cahoot cards
• selling process platform 

pilot

2006: renewal of
supporting

infrastructure

payments UPLs and
mortgages

2005: 
definition and
preparation

Q2 achievements:
• significant infrastructure renewal 
• branch MIS rolled out
• commercial and customer portals

Q3 achievements:
• single customer database
• servicing portal for friends & family
• savings MIS
• standardised system for Mortgage Risk (SRP – M)

Achievements in 2006
branch, savings & channel MIS: delivers improved information on performance by channel / product

commercial and customer portals: offering an integrated vision of the customer (products and relationships) and allows for 
improvements in sales productivity

single customer database (BDP): single view of the customer - improves customer information delivered to the business

selling and servicing portals pilot: simplifies and improves sales processes

next steps: continued replacement of Abbey’s front-end applications

• cash & 
personal 
accounts

• sales 
performance

• credit cards
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Positive market share trends in a highly competitive 
environment

6.5%

7.0%

2005 2006

8.7% 8.7%

2005 2006

12.5%

10.5%

2005 2006

3.3%

7.1%

2005 2006

Residential mortgage net lending (%)

Direct investment new business (%)Bank account openings (%) 

Residential mortgage repayments (%)

Note: 2006 market share is estimated based on data available as at 29th January 2007.
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93.9 95.2 98.1 99.9 101.7

1.8
1.4

2.8

1.4
1.8

Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06
Stock Net lending

8.0
7.0

8.9
8.2 8.4

Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

Total residential mortgage gross lending (£ bn)

Total residential mortgage repayments (£ bn)

Residential mortgage net lending and stock (£ bn)

5%

6.7

5.6
6.1 6.4 6.7

Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

Comment
new business pricing remains competitive,  
particularly in H2
moving into growing, higher margin non-standard 
segments – with improved first-time buyer 
proposition and launch of new buy-to-let offering 
in the final quarter 
lower share of repayments (2006: 10.5%, 2005: 
12.5%) in part reflecting retention initiatives put in 
place

8%Stock

0%

Net 
lending 
share:

5.5% 6.1% 10.1% 6.1% 6.1%Gross 
lending 
share:

9.8% 9.5% 10.4% 8.9% 9.0%

Repayments 
share: 11.6% 10.9% 10.6% 10.2% 10.3%

Mortgage performance robust - balancing growth and market 
share aspirations with a focus on profitability

Note: Q4 ’06 market share is estimated based on data available as at 29th January 2007.
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1 Abbey commission income is generated from new business annual premium income (API) flows

Actively managing for value in the savings portfolio and re-
building investment capability

1,058 1,224

2005 2006

21.2 21.9 22.4 22.7 22.9

Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

16%

re-pricing late in the first half impacted deposit 
flows from low / negative margin accounts
average liability spreads have improved by 15 bps 
since Q4 2005 – with income up over 5%
sustained presence with attractive branch 
acquisition offering
investment sales up 16% - actively recruiting 
investment advisors from mid 2006

Investment new business sales – API(1) (£m)

Branch acquisition savings stock (£bn)

8%

Comment

58.4 59.3 59.8 59.5 59.6

3.8 4.2 3.7 3.6 3.4

Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

Abbey & Other cahoot

2%

Total customer deposit stock (£bn)

62.2 63.5 63.5 63.1 63.0

Growth excluding 
cahoot
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Increase in high value bank account openings with strong 
growth in liability

93
106 106

127
114

Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

22%

3.74
3.80

3.85
3.93

3.98

Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

6%

Bank account openings (000)

Stock of Abbey branded accounts (m)

4.8 5.0 5.1 5.2 5.3

Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

10%

Abbey branded current account liability (£bn)

strong uplift in bank account openings in branch 
network – with switcher account openings 114% 
ahead of 2005

growth of 6% in account base, with liability growth 
stronger at 10%

increased current account liability supporting 
overall liability spreads

Comments
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3.63.7
3.6

3.4
3.2

Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

385

622567
685

531

Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

(27)%

Comment

total gross lending up c. 7% year on year
introduced step change in new business margins 
in the latter part of 2006, combined with an 
increased focus on existing customers
UPL spread helping to support overall asset 
spread
Abbey branded UPL balances up 18%

2927

23

1515

Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

14%

Total UPL gross lending (£m)

Abbey branch lending as % of total

13%

Total UPL stock (£bn)

Adapting UPL strategy to focus on existing customers
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Business update summary

increased focus on channel differentiation and performance – split between direct 
and intermediary business
enhanced channel MI
targeted improvement in sales capacity – focus on investment advisors
positive sales performance in branches with improved sales productivity 

improved share of net mortgage lending, balancing market share with profitability
share of mortgage repayments significantly lower than 2005, in part through 
retention efforts
improved performance in bank accounts, with strong liability growth
managing for value in savings, and improving investment sales 
increased focus on growing UPLs through existing customers

significant infrastructure renewal completed, including single customer database
roll-out of the selling process platform / front end applications commenced
successful pilot of servicing portal

sale of life businesses completed 1st September
commission income from new distribution agreement with Resolution contributed 
to increased Retail Banking revenues in the final quarter of 2006

balancing 
market share 
and value

Partenon on 
track

increased 
channel focus

sale of life 
businesses
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Profit and loss

revenue growth of over 5% - within targeted range – and improving from flat 
revenues in 2005

cost reduction of 7% and further FTE reduction – following reduction in 2005

operating “jaws” of 12% are significantly ahead of the sector average and are the 
best amongst the UK banks for the second year running(1)

Retail Banking revenues benefited from stable margins and balance sheet growth, 
supported by a strong contribution from AFM and Wealth Management

an improvement in the cost : income ratio to 55.7% (2005: 62.9%)

provisions higher than 2005 driven by UPL charges and an increase in the 
mortgage related charge to from a low base. UPL represents only 4% of retail 
customer loans, and overall coverage has risen from 70% in 2005 to 83% in 2006

further improvements in attributable income, up 23% versus 2005

2006 results

(1) Benchmark looks at personal financial services components of UK peers as estimated by Abbey 
and based on H1 results.
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United Kingdom (Abbey)
Million pound sterling

Variation

Jan.-Dec. 06 Jan.-Dec. 05 Amount %

Income statement
Net interest income 1,437 1,424 13 1

Income from companies accounted for by the equity method 2 2 0 17

Net fees 699 648 51 8

Insurance activity 0 — 0 —
Commercial revenue 2,138 2,074 65 3

Gains (losses) on financial transactions 289 236 52 22
Gross operating income 2,427 2,310 117 5

Income from non-financial services (net) and other operating income 29 25 4 16

General administrative expenses (1,280) (1,372) 93 (7)

Depreciation and amortisation (72) (80) 8 (10)
Net operating income 1,104 882 222 25

Net loan loss provisions (264) (218) (46) 21

Other income 0 52 (52) (100)
Income before taxes 840 717 124 17

Income from ordinary activity 606 496 111 22

Income from discontinued operations 77 59 18 31
Net consolidated income 684 555 129 23

Attributable income to the Group 684 555 129 23

Profit and loss (discontinued life separate)
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317 324

80 40

286284 296 301 297 310

65
73

39
52

50 46

Q1 '05 Q2 '05 Q3 '05 Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06
Core retail products Other

Improving core retail net interest income growth –
reduction in “other” NII in part due to run down of PBU*

8%

323
351

369 381
360349

Net interest income (£m)

363

Growth in core 
retail

364

* PBU refers to the “Portfolio Business Unit” that was set up to manage businesses for exit as part of 
Abbey’s strategy to focus on core operations. These businesses have now largely been exited and the 
remaining assets have been incorporated into Abbey Financial Markets.
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Competitive pressure has impacted asset spreads, offset 
by a widening of deposit spreads

0.72 0.72 0.73 0.70 0.69

0.74 0.73 0.74 0.75 0.79

1.46 1.44 1.46 1.45 1.44 1.47 1.45 1.48

0.700.71 0.72

0.740.75 0.72

Q1 '05 Q2 '05 Q3 '05 Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

Loans Deposits Total

Retail Banking spreads
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With a stable performance in net fees

Net fee income (£m)

0%

174177176173174175

150149

Q1 '05 Q2 '05 Q3 '05 Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 06
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Further cost savings with c. 2,000 FTE reduction to date in 
2006, excluding the impact of the sale of life businesses

17,14617,439
17,87618,62219,08418,962

20,641
21,868

Q1 '05 Q2 '05 Q3 '05 Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

Full time equivalent (FTE)

(10)%

337337332
346355351355

391

Q1 '05 Q2 '05 Q3 '05 Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

Total operating expenses (£m)

(5)%
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Credit quality significantly better than industry 

44%45%44%45%45%45% 45% 46%

Q1 '05 Q2 '05 Q3 '05 Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

Average indexed mortgage LTV on stock (%)Average new business mortgage LTV (%)

62%61%61%60%60%59% 59% 59%

Q1 '05 Q2 '05 Q3 '05 Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

Abbey NPL’s as % of asset (3 months +)
%

0.600.640.630.640.67
0.74

0.800.84

Q1 '05 Q2 '05 Q3 '05 Q4 '05 Q1 '06 Q2 '06 Q3 '06 Q4 '06

Credit quality

the volume of mortgage arrears has decreased 
since December 2005 through proactive 
management of arrears
mortgage credit quality remains better than UK 
sector
a more cautious approach to unsecured lending 
in the second half
overall coverage ratios have improved
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Financial summary

income benefiting from stable margins and balance growth in Retail Banking

commission income from new distribution agreement with Resolution started 
to make a positive contribution to revenues in the final quarter of 2006

Retail Banking growth supported by new Wealth Management division, with 
strong contribution from Abbey Financial Markets

revenue growth on 
target

further progress towards achieving £300 million cost savings by end of 
2007, c. £290m to date, c. 2,000 FTE reduction in 2006 (excluding impact of 
sale of life businesses). 

cost reduction continuing ahead of full Partenon implementation – roll-out of 
key commercial tools commenced in 2006

cost reductions 
continue

low risk
life businesses sale completed 1st September

scope to broaden Retail Banking risk appetite from low base

increased provisions coverage with stable new business loan to value

capital ratios strong



29Overall we have improved our performance relative to the sector 
and our operating “jaws” are the best amongst the UK banks*

PFS trading revenue trends (UK basis) PFS trading cost trends (UK basis)

(7%)

5%

1%
5%

6%9%

2004 2005 2006

Abbey Sector

PFS Operating JAWS (UK basis)*

1%

(5%)

(13%)

2%

1%7%

2004 2005 2006

Abbey Sector

(8%)

10%
14%

3%
5%2%

2004 2005 2006
Abbey Sector

* Sector “jaws” calculated by Abbey and all figures on UK basis for comparability, and 
based on H1 2006.
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Balance sheet
Million pound sterling

Variation

31.12.06 31.12.05 Amount %

Balance sheet

Loans and credits* 127.929 117.732 10.197 8,7

Trading portfolio (w/o loans) 41.302 43.869 (2.567) (5,9)

Available-for-sale financial assets 16 12 3 27,6

Due from credit institutions* 12.211 8.957 3.255 36,3

Intangible assets and property and equipment 3.397 3.562 (165) (4,6)

Other assets 5.836 32.497 (26.661) (82,0)
Total assets/liabilities & shareholders' equity 190.690 206.628 (15.938) (7,7)

Customer deposits* 77.353 75.915 1.438 1,9

Marketable debt securities* 48.924 42.806 6.118 14,3

Subordinated debt 6.332 7.831 (1.499) (19,1)

Insurance liabilities 48 25.028 (24.980) (99,8)

Due to credit institutions* 34.260 27.934 6.326 22,6

Other liabilities 21.539 25.533 (3.994) (15,6)

Shareholders' equity 2.235 1.581 654 41,4
Off-balance-sheet funds 5.578 4.111 1.467 35,7

   Mutual funds 5.578 4.111 1.467 35,7

   Pension funds — — — —

   Managed portfolios — — — —
Customer funds under management 138.235 155.692 (17.457) (11,2)

Total managed funds 196.269 210.739 (14.471) (6,9)

(*).- Includes all stock of concept classified in the balance sheet
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Investor Relations
Abbey House
Level 5
2 Triton Square
Regents Place
London NW1 3AN
e-mail: ir@abbey.com
www.abbey.com

Bruce Rush 
Tel. +44 (0) 20 7756 4275
Simon Donovan 
Tel. +44 (0) 20 7756 4476

Investor Relations 
Ciudad Grupo Santander
Edificio Pereda, 1st floor
Avda de Cantabria, s/n 
28660 Boadilla del Monte, Madrid (Spain)
Tel.: +34 91 259 65 14 - +34 91 259 65 20
Fax: +34 91 257 02 45
e-mail: investor@gruposantander.com 
www.santander.com 
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