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This report on Form 6-K shall be deemed incorporated by reference into the company's Registration Statement on
Form F-3 (File No. 333-123972) and to be a part thereof from the date which it was filed, to the extent not superseded
by documents or reports subsequently filed or furnished.
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Forward-looking statements

Certain sections in this document contain ‘forward-looking statements’ as that term is defined in the United States
Private Securities Litigation Reform Act of 1995, such as statements that include the words ‘expect’, ‘estimate’, ‘project’,
‘anticipate’, ‘should’, ‘intend’, ‘plan’, ‘probability’, ‘risk’, ‘Value-at-Risk (“VaR”)’, ‘target’, ‘goal’, ‘objective’, ‘will’, ‘endeavour’,
‘outlook’, 'optimistic', 'prospects' and similar expressions or variations on such expressions.

In particular, this document includes forward-looking statements relating, but not limited, to the Group’s potential
exposures to various types of market risks, such as interest rate risk, foreign exchange rate risk and commodity and
equity price risk.  Such statements are subject to risks and uncertainties.  For example, certain of the market risk
disclosures are dependent on choices about key model characteristics and assumptions and are subject to various
limitations.  By their nature, certain of the market risk disclosures are only estimates and, as a result, actual future
gains and losses could differ materially from those that have been estimated.

Other factors that could cause actual results to differ materially from those estimated by the forward-looking
statements contained in this document include, but are not limited to: the extent and nature of future developments in
the credit markets, including the sub-prime market, and their impact on the financial industry in general and the Group
in particular; the effect on the Group’s capital of write downs in respect of credit market exposures; general economic
conditions in the UK and in other countries in which the Group has significant business activities or investments,
including the United States; the monetary and interest rate policies of the Bank of England, the Board of Governors of
the Federal Reserve System and other G-7 central banks; inflation; deflation; unanticipated turbulence in interest rates,
foreign currency exchange rates, commodity prices and equity prices; changes in UK and foreign laws, regulations
and taxes; changes in competition and pricing environments; natural and other disasters; the inability to hedge certain
risks economically; the adequacy of loss reserves; acquisitions or restructurings; technological changes; changes in
consumer spending and saving habits; and the success of the Group in managing the risks involved in the foregoing.

The forward-looking statements contained in this document speak only as of the date of this announcement, and the
Group does not undertake to update any forward-looking statement to reflect events or circumstances after the date
hereof or to reflect the occurrence of unanticipated events.

The information, statements and opinions contained in this presentation do not constitute a public offer under any
applicable legislation or an offer to sell or solicitation of any offer to buy any securities or financial instruments or any
advice or recommendation with respect to such securities or other financial instruments.
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Presentation of information

Acquisition of ABN AMRO
On 17 October 2007, RFS Holdings B.V. ('RFS Holdings'), a company jointly owned by The Royal Bank of Scotland
Group plc (‘RBS’), Fortis Bank Nederland (Holding) N.V. ('Fortis') and Banco Santander S.A. ('Santander') (together,
the 'Consortium Members'), completed the acquisition of ABN AMRO Holding N.V. ('ABN AMRO').

RFS Holdings is implementing an orderly separation of the business units of ABN AMRO with RBS retaining the
following ABN AMRO business units:

• Continuing businesses of Business Unit North America;
• Business Unit Global Clients and wholesale clients in the Netherlands

(including former Dutch wholesale clients) and Latin America (excluding Brazil);
• Business Unit Asia (excluding Saudi Hollandi); and
• Business Unit Europe (excluding Antonveneta).

Certain other assets will continue to be shared by the Consortium Members.

On 3 October 2008, the State of the Netherlands acquired Fortis Bank Nederland (Holding) N.V. including Fortis'
participation in RFS Holdings that represents the acquired activities of ABN AMRO.

The separation of platforms shared between RBS and its Dutch state-owned partner has been completed and the Group
is now on track, subject to legal process and regulatory approvals, for the legal separation of the constituent parts of
ABN AMRO by the end of the year. From that point RBS will cease to consolidate the Dutch state's interest in RBS
Group statutory accounts.

Non-GAAP financial information
The financial statements are prepared in accordance with International Financial Reporting Standards (IFRS) as issued
by the IASB and IFRS as adopted by the European Union. IFRS requires consolidating investments over which RBS
has control, including RFS Holdings as described below. However, as a practical matter, RBS does not measure its
performance based on the results of operations including the assets and liabilities attributable to the RFS Holdings
minority shareholders. RBS believes that combining the performance of the operations related to RFS Holdings
minority shareholders with the rest of the Group does not provide a meaningful basis for discussion of the financial
condition and results of RBS’s operations. Therefore, RBS presents a discussion of certain components of its
performance excluding RFS Holdings minority interest. These measures are non-GAAP financial measures.

A body of generally accepted accounting principles such as IFRS is commonly referred to as ‘GAAP’. A non-GAAP
financial measure is defined as one that measures historical or future financial performance, financial position or cash
flows but which excludes or includes amounts that would not be so adjusted in the most comparable GAAP
measures. A reconciliation is presented in the pro forma financial information presented in Appendix I to the Form
6-K. These non-GAAP financial measures are not a substitute for GAAP measures, for which management has
responsibility.

Statutory results
RFS Holdings is jointly owned by the Consortium Members. It is controlled by RBS and is therefore fully
consolidated in its statutory financial statements. The interests of the State of the Netherlands and Santander in RFS
Holdings are included in minority interests.

Restatements
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Divisional results for 2008 have been restated to reflect the Group’s new organisational structure that includes a
Non-Core division comprising individual assets, portfolios and lines of business that the Group intends to run off or
dispose of. The Non-Core division is reported separately from the divisions which form the Core Group.  In addition,
separate reporting of Group Manufacturing and Centre results has changed and, with the exception of certain items of
a one off nature, costs incurred are now allocated to the customer-facing divisions and included in the measurement of
the returns which they generate. The changes do not affect the Group’s results.  Comparatives have been restated
accordingly. Descriptions of business for the new divisions are set out on page 17.

The  results for 2008 have been restated for the amendment to IFRS 2 ‘Share-based Payment’.  This has resulted in an
increase in staff costs amounting to £35 million for the first half of 2008 and £169 million for the full year 2008.

The  results for the first half of 2008 have been restated for the finalisation of the ABN AMRO acquisition accounting.

In this document the term "2008 Form 20-F" refers to the Annual Report on Form 20-F filed with the SEC on 29 April
2009 and the amendment on Form 6-K filed on 30 September 2009.

4
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Condensed consolidated income statement
for the half year ended 30 June 2009 (unaudited)

In the income statement below, amortisation of purchased intangible assets and integration and restructuring costs are
included in operating expenses.  First half 2008 and full year 2008 have been restated for the amendment to IFRS 2
'Share-based Payment'.

First half 
2009

First half 
2008

£m £m

Interest receivable 18,131 24,178
Interest payable (9,962) (15,483)

Net interest income 8,169 8,695

Fees and commissions receivable 4,988 4,917
Fees and commissions payable (1,340) (1,188)
Income/(loss) from trading activities 1,994 (3,373)
Gain on redemption of own debt 3,790 -
Other operating income (excluding insurance premium income) 1,419 1,635
Net insurance premium income 2,821 3,156

Non-interest income 13,672 5,147

Total income 21,841 13,842

Staff costs (6,008) (5,558)
Premises and equipment (1,533) (1,218)
Other administrative expenses (2,682) (2,420)
Depreciation and amortisation (1,357) (1,523)
Write-down of goodwill and other intangible assets (311) -

Operating expenses (11,891) (10,719)

Profit before other operating charges and impairment losses 9,950 3,123
Net insurance claims (2,134) (2,189)
Impairment losses (8,060) (1,661)

Operating loss before tax (244) (727)
Tax credit 441 333

Profit/(loss) from continuing operations 197 (394)
(Loss)/profit from discontinued operations, net of tax (62) 234

Profit/(loss) for the period 135 (160)
Minority interests (631) (452)
Other owners' dividends (546) (215)

Loss attributable to ordinary shareholders (1,042) (827)
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Business and strategic update

Financial performance

Group organisational structure
Following the conclusion of the Strategic Review, the Group has realigned its Core divisions, including in particular
the separation of RBS UK into UK Retail and UK Corporate. A Non-Core division has also been established to
manage and run off or dispose of a number of assets and businesses that do not meet the Group’s target criteria. Further
details of the new divisional structure are on page 17. The initial discussion of Group performance relates to both Core
and Non-Core operations. Commentary on divisional performance on pages 20-44 relates to Core activities only.

Group operating performance
The Group delivered strong income generation, up 58% to £21,841 million, with operating expenses up 11% to
£11,891 million to yield a profit before operating charges and impairment losses of £9,950 million in the first half of
2009, compared with £3,123 million in the first half of 2008. Impairments, however, rose sharply to £8,060 million,
compared with £1,661 million in the first half of 2008.  Over 65% of the impairment costs arose in the Non-Core
division, but the Group also experienced a significant rise in credit costs in all core divisions, reflecting the continuing
deterioration in economic conditions.  Approximately 70% of the impairments and write-downs incurred in the first
half are attributable to assets covered by the Asset Protection Scheme, subject to any changes to the Scheme, where
some important issues remain open. Excluding RFS Holdings minority interest, total income was up 63% to £19,034
million, non-GAAP operating expenses were up 11% to £9,918 million resulting in  a non-GAAP profit before
operating charges and impairment losses of £9,116 million. Non-GAAP impairments also rose sharply to £7,521
million, compared with £1,479 million in the first half of 2008.

After a gain of £3,790 million on the redemption of a number of outstanding debt securities, the Group recorded a loss
before tax of £244 million, compared with a loss of £727 million in the same period of 2008. After tax, minority
interests and preference share dividends the loss attributable to ordinary shareholders was £1,042 million, up 26%
from the loss recorded in the first half of 2008. This represents a basic loss per ordinary share of 2.2p, including
discontinued operations. Excluding RFS Holdings minority interest, the non-GAAP loss before tax was £296 million
compared with £726 million in the same period of 2008.

Group margin
Group net interest margin fell to 1.78%, compared with 2.03% in the first half of 2008 and 2.12% for the full year
2008.  While new business asset margins have improved, these will take some time to feed through to the back book
and have so far fallen well short of the increase in funding costs. In the very low interest rate environment prevailing
in all the Group’s major markets, deposit pricing floors and active competition have compressed liability margins. In
addition, markedly increased costs of term funding and of increasing our stock of liquid assets have contributed to the
reduction in net interest margin. Excluding RFS Holdings minority interest, non-GAAP net interest margin fell to
1.72%, compared with 2.14% in the first half of 2008 and 2.18% for the full year 2008.

In these prevailing conditions, margins in the core banking divisions are expected to remain under pressure in the
second half.
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Business and strategic update (continued)

Group credit and risk metrics
Loan impairments increased to £7,330 million in the first half, representing 1.98% of gross loans and advances
excluding reverse repos, on an annualised basis, compared with 0.44% in the first half of 2008 and 1.27% in the
second half of 2008. Impairments continued to increase in the second quarter, particularly in the Group’s UK retail and
corporate banking divisions, and included an incremental provision on our UK corporate book, to reflect the
materially increased flow of companies into restructuring during the period. While a degree of stabilisation has
occurred in financial markets, the impact of economic recession continues to feed through into the Group’s credit
portfolios. Excluding RFS Holdings minority interest, non-GAAP loan impairments increased to £6,796 million in the
first half of 2008, representing 2.22% of non-GAAP gross loans and advances excluding reverse repos, on an
annualised basis, compared with 0.46% in the first half of 2008 and 1.33% in the second half of 2008.

Non-performing and potential problem loans at 30 June 2009 totalled £33.7 billion, an increase of 222% from 30 June
2008 and of 56% from 31 December 2008. These categories represented 4.53% of gross loans and advances,
excluding reverse repos, compared with 1.44% at 30 June 2008 and 2.52% at 31 December 2008. Excluding RFS
Holdings minority interest, non-GAAP non-performing and potential problem loans at 30 June 2009 totalled £31.0
billion, an increase of 246% from 30 June 2008 and of 63% from 31 December 2008.

Provision coverage was 46%, a decrease of 12% compared with 30 June 2008 and a decrease of 6% compared with 31
December 2008. The declining trend is mainly attributable to the increasingly secured composition of the Group’s non
performing loan portfolio. In addition, during the first half of 2009, a small number of large corporate exposures
assessed as requiring limited provisions, because of the structure of the transactions and the expected restructuring
outcomes, moved into the non-performing category.

The availability of equity funding in the capital markets has provided some relief to companies, particularly in the
UK, but corporate default rates have continued to rise. While personal unsecured lending has been reduced, arrears on
these exposures have continued to increase, in line with rising unemployment trends. Arrears on residential mortgage
lending have risen more modestly, with the arrears rate on the NatWest and RBS UK mortgage portfolio increasing to
1.8% at 30 June 2009 from 1.16% at 30 June 2008 and 1.5% at December 2008.  The average loan-to-value for new
business was 65% in the first half of 2009 versus 67% for 2008.

The Group has made good progress in strengthening its risk management practices, with the implementation of
updated limit frameworks for credit and market risk and further refinement of the credit approval process.

7

Edgar Filing: ROYAL BANK OF SCOTLAND GROUP PLC - Form 6-K

12



Business and strategic update (continued)

Group balance sheet, capital and funding
The Group made good progress in its financial restructuring during the first six months of 2009, achieving a reduction
of £583 billion in total assets to £1,819 billion – a fall of 24%. Excluding mark-to-market derivative assets, third party
assets were reduced by £147 billion to £1,262 billion, principally reflecting substantial repayments of loans to banks
and customers. Mark-to-market derivative assets fell by 44% to £557 billion, with a corresponding fall in derivative
liabilities.

Group risk-weighted assets totalled £655.2 billion at 30 June 2009, an increase of £11.5 billion from June 2008 but a
decrease of £40.6 billion from December 2008.  Although the Group has continued to reduce its balance sheet
throughout the half year, the pro-cyclical effects of the Basel 2 methodology have resulted in higher risk-weightings.
Undrawn facilities and other commitments to lend have been reduced to £298.9 billion, down 10% from June 2008
and 15% from December 2008. The effect of currency movements during the latter half of 2008, in particular the
marked weakening of sterling against the dollar, has been partially reversed during the first half of 2009. Excluding
RFS Holdings minority interest, risk-weighted assets totalled £547.3 billion at 30 June 2009, an increase of £55.6
billion from June 2008 but a decrease of £30.5 billion from December 2008

The Group’s Core Tier 1 ratio at 30 June 2009 was 7.0%, compared with 6.5% a year earlier, reflecting the preference
share conversion and debt exchange carried out earlier this year, as well as 2008 equity issuance. Excluding RFS
Holdings minority interest, the Group’s Core Tier 1 ratio at 30 June 2009 was 6.4%, compared with 5.3% a year
earlier.

In April, the Group concluded a series of exchange offers and tender offers with the holders of a number of Tier 1 and
Upper Tier 2 securities which resulted in an aggregate pre-tax gain of £4.6 billion, of which approximately £3.8
billion was taken through income and the remainder through equity.

The Asset Protection Scheme announced in February and related capitalisations, when concluded, is expected to
further strengthen the Group’s capital ratios, as the assets covered by the Scheme will carry lower risk weightings as a
result of UK Government asset insurance. This augments the impact of RBS’s own extensive restructuring measures.
The scheme is currently expected to provide approximately £150 billion of risk-weighted asset relief. In addition, HM
Treasury will subscribe to a total of £19.5 billion of new B Shares qualifying as capital on implementation of the APS,
with a further £6 billion as a contingent reserve.  The APS should strengthen Core Tier 1 by more than 5% on a
proportional consolidation basis excluding RFS Holdings minority interest. This figure is RBS’s current estimate and
subject to finalisation of the detailed terms and conditions, confirmation of asset eligibility and pricing (all of which
require state aid approval) and without taking account of the £6 billion contingent tranche of B share issuance outlined
in February.
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Business and strategic update (continued)

While the quantum of funding available in the markets has increased, funding costs remain high compared with
pre-crisis levels. Money market conditions have improved, with spreads between Libor and overnight indexed swap
rates narrowing somewhat, though they remain substantially in excess of average levels experienced in previous years.
The short and medium end of the yield curve remains steep.

The Group’s average credit spreads in the first half were significantly higher than in the same period of 2008 but
spreads have now narrowed from their peaks. During the period the Group was able to resume issuance of term debt
without the requirement for a government guarantee and has made significant progress towards extending the maturity
profile of its funding. It has also made good progress in building up its liquidity portfolio, although this has been at the
expense of margins.

The Group’s loan:deposit ratio improved from 146% at December 2008 to 136% at June 2009. Each division has been
set targets for further improvements in this ratio over the next five years.

Core Bank
The Core Bank achieved a good recovery in operating performance in the first half, with underlying operating profit
before tax, purchased intangibles amortisation, gain on redemption of own debt, strategic disposals, write-down of
goodwill and other intangibles, integration and restructuring costs, up 33% to £6.294 million.

Operating income grew strongly, reflecting favourable trading conditions during the first half, with strong volumes
and volatility benefiting Global Banking & Markets. There were more modest improvements in Wealth and Global
Transaction Services, offset to a significant degree by increased funding costs. The core UK retail and corporate
banking businesses put in a resilient performance, with severe margin attrition from higher deposit and funding costs
but some improvement in new asset margins. Non-interest income was also affected by slower economic conditions.
Total income rose by 25% to £17,793 million, with net interest income 10% lower at £6,205 million and non-interest
income 59% higher at £11,588 million.

Expense discipline remained good, both in the customer-facing divisions and in Manufacturing operations, with
operating expenses up 7% to £7,745 million. Operating profit before other operating charges and impairment losses
increased by 44% to £10,048 million. The Group has made good progress in its £2.5 billion expense reduction
programme, with £0.6 billion of cost savings delivered in the first half.

Impairments increased markedly across all banking divisions, totalling £2,177 million, an increase of 225% from the
first half of 2008. Impairments in the second quarter were 11% higher than in the first, with a small net recovery in
GBM but incremental impairments taken to reflect the accelerating flow of credit problems in the UK corporate
sector, and a further increase in personal delinquencies in the UK and US, in line with the continuing deterioration in
economic conditions and the rising level of unemployment.
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Business and strategic update (continued)

Non-Core Division
Non-Core division third party assets at 30 June 2009, including derivatives, totalled £231.1 billion, down from £324.7
billion at 31 December 2008. The division recorded an operating loss of £9,648 million in the first half, driven largely
by credit market and other write-downs of £4.2 billion and impairments of £5.3 billion. Approximately 44% of the
assets of the Non-Core division are expected to be covered by the Asset Protection Scheme.

The Group has established targets for a reduction of approximately £230 billion in Non-Core’s third party assets,
excluding derivatives mark to market, by 2013, as compared with December 2008.  This includes asset run-off of
approximately £200 billion as well as £50 billion to £60 billion of asset sales, offset by rollovers and additional
drawings.  Achieving this run-off profile will depend on sufficient recovery in market conditions to allow assets to be
disposed of at acceptable valuations, and on the securitisation or sale of some APS assets in the outer years of the five
year plan, for which HM Treasury’s permission may be needed.

Disposals
In January the Group announced that it had disposed of its 4.26% equity stake in Bank of China for a net
consideration of £1.6 billion.

In April 2009 the Group disposed of its 50% stake in Linea Directa Aseguradora to its joint venture partner,
Bankinter, for a cash consideration of €426 million. This disposal is consistent with the Group strategy announced on
26 February 2009. As a 50/50% joint venture, Linea Directa Aseguradora had operated as a largely independent
Spanish insurance operation with limited connection to the Group.

RBS announced on 4 August 2009 that it had reached agreement with ANZ on the sale of a number of its Asian assets,
and remains in advanced discussions on the sale of its remaining Asian retail and commercial businesses.

Asset Protection Scheme
Although full documentation of the Asset Protection Scheme has not yet been finalised, the key terms of the APS
were agreed in principle and announced in February.  RBS’s most recent APS submission is for coverage of assets with
a gross value of £316 billion and a carrying value, net of impairments and write-downs incurred before 1 January
2009, of £294 billion. These assets are individually identified and documented and comprise primarily corporate
loans, bonds and mortgages, as well as more complex credit exposures such as collateralised debt obligations and
derivative transactions with monoline insurers.

Subject to the detailed terms and conditions of the Scheme and state aid approval, RBS will bear the first loss on these
specified assets up to £19.5 billion, plus historical impairments and write-downs. Once this first loss is exceeded,
HMT will bear 90% of further losses, while the remaining 10% of the losses will remain with RBS.  The APS applies
to losses incurred on or after 1 January 2009 in respect of assets held on RBS’s balance sheet as at 31 December 2008.
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Business and strategic update (continued)

The Group will pay a fee of £6.5 billion for this protection. In addition, it has agreed to forgo certain tax reliefs,
including the ability to carry back 2008 losses to 2007.  RBS’s agreement to forfeit these tax reliefs will continue until
31 December 2013 when the Group returns to profitability, whichever occurs earlier. The cost of this tax agreement
will depend on results but is currently estimated at £9-11 billion.

Before RBS’s participation in the APS can begin, state aid clearance must also be received by the UK Government
from the European Commission in respect of all aspects of the scheme including asset coverage and pricing. Both the
terms of the APS announced in February and the asset coverage outlined above remain open and may change as
negotiations continue with HM Treasury and the European Commission regarding the Scheme. This remains an
important risk factor for RBS.

UK Lending Commitments
In February, as a result of the APS, the Group agreed to make available an additional £25 billion of lending to
creditworthy customers on commercial terms, and subject to market demand, over the ensuing 12 months, and a
similar amount over the following year. In the first four months since entering into this commitment RBS has
achieved strong results in the mortgage market, with gross lending over £7 billion despite generally weak demand, and
remains on track to achieve its targets. UK mortgage balances, including Ulster at 30 June 2009 totalled £80.8 billion,
up 9% year on year and 5% higher than at the end of 2008.

In business markets, RBS has achieved gross new lending of £28.6 billion. However, demand has been comparatively
muted, with companies cutting inventories and expansion plans and reducing their bank borrowing requirements.
Additionally, the anticipated withdrawal of non-UK and wholesale-funded lenders which has characterised the
mortgage market has not occurred in corporate markets, and the anticipated “gap” in the market for creditworthy
corporate borrowers has not emerged. After taking account of loan repayments and overdraft movements, RBS’s UK
business lending, including Ulster, at 30 June 2009 totalled £155.1 billion, a decrease of 1% from 30 June 2008 and a
decline of 4% since the end of 2008.

In the SME segment of business markets, gross lending in the first half totalled £17 billion notwithstanding weaker
demand. However, repayments have been accelerating since the third quarter of 2008, leaving balances at the end of
June of £66.6 billion, up 2% from June 2008. As a result of RBS’s price pledge, 94% of customers who renewed their
overdrafts in the second quarter of 2009 did so at the same margin or lower and in June, the average interest rate paid
by customers on term loans was half its level a year earlier. Total credit applications in the first half were down 22%
on the same period of 2008. While there has been some recovery in recent months in the number of applications for
term loans, the average size of each application has fallen, reflecting, among other factors, falling property values.  As
a result, term loan applications by value were 37% lower. The acceptance rate across all categories of SME credit
remains stable at 85%.

Among larger corporates, RBS advanced £12 billion of gross new lending in the first half. However, many larger
companies are actively deleveraging, and RBS has helped many of its clients to raise new finance in the equity and
bonds markets, which has been used to reduce bank borrowing substantially. Demand for acquisition finance remains
minimal.
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Business and strategic update (continued)

RBS has undertaken a range of initiatives aimed at demonstrating that it remains open for business, and is determined
to do its part in meeting demand for lending from creditworthy homeowners and businesses. There have been some
recent signs of a modest increase in demand in certain segments of the market, but in the absence of a more general
recovery in borrowing appetite the targets will remain challenging.

30 June
2008

 31
December

2008

Gross
lending

during H1
2009

Net
lending
during

H1 2009
30 June

2009
£bn £bn £bn £bn £bn

Mortgages 74.2 76.7 7.2 4.1 80.8

Total Business 156.8 162.4 28.6 (7.3) 155.1
  SME 65.0 66.9 17.0 (0.3) 66.6
  Mid-corporate 47.3 49.4 7.3 (2.6) 46.8
Large corporate 44.5 46.1 4.3 (4.4) 41.7

Total Lending 231.0 239.1 35.8 (3.2) 235.9

Lending figures represent drawn balances, with the exception of Large Corporate figures, which are committed
lending (as per RBS’s Lending Commitments agreement).  Wealth lending balances, unsecured personal lending and
non-UK lending are not included in the above data.

Customer Franchises
Crucial to the Group’s prospects for future success and return to standalone health is the resilience of its customer
franchises. It was, therefore, significant that, excepting the extensive activities earmarked for restructuring, run-off or
exit, RBS generally sustained its customer market positions during the first half despite the headwinds of reputational
damage and financial weakness. In the UK personal sector, the RBS and NatWest banking brands made good
headway, increasing the number of current account customers to 12.6 million, up 3% from June 2008, and the number
of savings accounts to 9.7 million, up 18%. Our mortgage business has also made particularly good progress despite
weak market demand, driven by the requirement to fulfil our lending commitments with market share increased from
historically modest levels as wholesale-funded lenders have pulled out of the market. UK Corporate maintained its
market-leading position among businesses, ranking first in customer satisfaction.  Ulster Bank increased consumer
accounts by 5%, while Citizens achieved good success in converting mortgage customers into checking account
customers, with checking accounts up 2% to 4.1 million, and increased the number of business checking account
customers by 3%.  In GBM, good progress was made in chosen market positions, moving from fifth to fourth in the
Euromoney global foreign exchange rankings and sustaining top 3 positions in key government bond markets. A
number of other market shares slipped back, reflecting deliberate strategy and business disruption.  RBS Insurance
achieved a strong performance, with own-brand motor policies up 8% and own-brand non-motor policies also up 8%.
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Business and strategic update (continued)

Outlook

The exceptionally favourable market conditions from which GBM benefited in the first half of 2009 are not expected
to continue in the second half, and this is likely to have a material effect on Core Bank operating income.  In the retail
and corporate banking divisions, income is expected to be more stable.  Costs are expected to remain well controlled,
while impairments are expected to remain at elevated levels.  Restructuring charges will continue to be a feature over
the next three years.
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Condensed consolidated balance sheet
at 30 June 2009 (unaudited)

30 June
2009

31 December
2008

£m £m
Assets
Cash and balances at central banks 39,946 12,400
Net loans and advances to banks 60,330 79,426
Reverse repurchase agreements and stock borrowing 35,076 58,771
Loans and advances to banks 95,406 138,197
Net loans and advances to customers 722,260 835,409
Reverse repurchase agreements and stock borrowing 47,514 39,313
Loans and advances to customers 769,774 874,722
Debt securities 244,089 267,549
Equity shares 17,580 26,330
Settlement balances 23,264 17,832
Derivatives 557,284 992,559
Intangible assets 18,180 20,049
Property, plant and equipment 17,895 18,949
Deferred taxation 8,392 7,082
Prepayments, accrued income and other assets 23,265 24,402
Assets of disposal groups 3,848 1,581

Total assets 1,818,923 2,401,652

Liabilities
Bank deposits 126,852 174,378
Repurchase agreements and stock lending 44,142 83,666
Deposits by banks 170,994 258,044
Customer deposits 540,674 581,369
Repurchase agreements and stock lending 75,015 58,143
Customer accounts 615,689 639,512
Debt securities in issue 274,180 300,289
Settlement balances and short positions 60,287 54,277
Derivatives 537,064 971,364
Accruals, deferred income and other liabilities 30,121 31,482
Retirement benefit liabilities 1,731 2,032
Deferred taxation 4,022 4,165
Insurance liabilities 9,542 9,976
Subordinated liabilities 35,703 49,154
Liabilities of disposal groups 7,498 859

Total liabilities 1,746,831 2,321,154

Equity:
Minority interests 16,426 21,619
Owners’ equity*
  Called up share capital 14,120 9,898
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  Reserves 41,546 48,981

Total equity 72,092 80,498

Total liabilities and equity 1,818,923 2,401,652

*Owners’ equity attributable to:
Ordinary shareholders 47,820 45,525
Other equity owners 7,846 13,354

55,666 58,879
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Overview of condensed consolidated balance sheet

Total assets of £1,818.9 billion at 30 June 2009 were down £582.7 billion, 24%, compared with 31 December 2008.

Cash and balances at central banks increased £27.5 billion to £39.9 billion from seasonal lows.

Loans and advances to banks decreased by £42.8 billion, 31%, to £95.4 billion reflecting lower reverse repurchase
agreements and stock borrowing (‘reverse repos’), down by £23.7 billion, 40% to £35.1 billion and reduced bank
placings, down £19.1 billion, 24%, to £60.3 billion largely as a result of reduced cash collateral balances in Global
Banking & Markets.

Loans and advances to customers were down £104.9 billion, 12%, at £769.8 billion.  Within this, reverse repos
increased by 21%, £8.2 billion to £47.5 billion.  Excluding reverse repos, lending declined by £113.1 billion, 14% to
£722.3 billion or £108.6 billion, 13%, before impairment provisions. This reflected the effect of exchange rate
movements, £51.9 billion, following the strengthening of sterling during the first half of 2009 and reductions in
lending in Global Banking & Markets, down £38.5 billion, Non-Core, £11.5 billion including £3.5 billion transfer to
disposal groups in respect of the Asian businesses, UK Corporate & Commercial, £3.4 billion, US Retail &
Commercial, £2.8 billion and Ulster Bank, £1.4 billion.

Debt securities decreased by £23.5 billion, 9%, to £244.1 billion and equity shares decreased by £8.8 billion, 33%, to
£17.6 billion principally due to lower holdings in Global Banking & Markets.

Settlement balances were up £5.4 billion, 30%, at £23.3 billion reflecting increased customer activity.

Movements in the value of derivatives, assets and liabilities, primarily reflect reductions in interest rates and the
strengthening of sterling during the first half of 2009.

Intangible assets declined by £1.9 billion, 9%, to £18.2 billion mainly due to the £0.3 billion write-down of goodwill
in the Non-Core division and the effect of exchange rates.

Deferred tax assets increased £1.3 billion, 18%, to £8.4 billion principally due to carried forward trading losses.

Increases in assets and liabilities of disposal groups largely reflect the inclusion of the Asian businesses at 30 June
2009 partly offset by the continued disposals of ABN AMRO’s private equity investments.

Deposits by banks declined by £87.0 billion, 34% to £171.0 billion.  This reflected decreased repurchase agreements
and stock lending (‘repos’), down £39.5 billion, 47% to £44.1 billion and reduced inter-bank deposits, down £47.5
billion, 27% to £126.9 billion principally in Global Banking & Markets in part due to lower collateral deposits.

Customer accounts were down £23.8 billion, 4% to £615.7 billion.  Within this, repos increased £16.9 billion, 29% to
£75.0 billion.  Excluding repos, deposits declined by £40.7 billion, 7%, to £540.7 billion primarily due to exchange
rate movements, £33.3 billion, the transfer of £7.3 billion to disposal groups in respect of the Asian businesses and
reductions in Global Banking & Markets, £17.6 billion, offset in part by increases in the RFS Minority Interest, up
£17.4 billion.

Debt securities in issue decreased £26.1 billion, 9% to £274.2 billion mainly as a result of movements in exchange
rates together with reductions in Global Banking & Markets, Non-Core and the RFS Minority Interest.
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Settlement balances and short positions were up £6.0 billion, 11%, to £60.3 billion reflecting increased customer
activity.

Subordinated liabilities decreased £13.5 billion, 27% to £35.7 billion reflecting the redemption of £5.0 billion undated
loan capital, £1.5 billion trust preferred securities and £2.0 billion dated loan capital, together with the effect of
exchange rates and other adjustments.
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Overview of condensed consolidated balance sheet (continued)

Equity minority interests decreased by £5.2 billion, 24% to £16.4 billion.  Equity withdrawals of £3.1 billion,
reflecting the disposal of the investment in Bank of China attributable to minority shareholders and the redemption, in
part, of certain Trust Preferred Securities, the recycling of related available-for-sale reserves to income, £0.4 billion,
dividends paid of £0.3 billion and exchange rate movements of £2.0 billion, were partially offset by attributable
profits of £0.6 billion.

Owners' equity declined by £3.2 billion, 5% to £55.7 billion.  The placing and open offer in April 2009 raised £5.3
billion to fund the redemption of the £5.0 billion preference shares issued to HM Treasury in December 2008.  A £0.7
billion decrease in available-for-sale reserves, net of tax, the payment of other owners dividends of £0.5 billion
including £0.3 billion to HM Treasury on the redemption of preference shares, the partial redemption of paid-in equity
of £0.3 billion, the attributable loss for the period of £0.5 billion and exchange rate movements of £2.3 billion, were
partly offset by an increase in the cash flow hedging reserve of £0.4 billion and the equity owners gain on withdrawal
of minority interests, net of tax, of £0.5 billion arising from the redemption of Trust Preferred Securities.
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Description of business

UK Retail offers a comprehensive range of banking products and related financial services to the personal market. It
serves customers through the RBS and NatWest networks of branches and ATMs in the United Kingdom, and also
through telephone and internet channels.

UK Corporate is a provider of banking, finance, and risk management services to the corporate and SME sector in the
United Kingdom. It offers a full range of banking products and related financial services through a nationwide
network of relationship managers, and also through telephone and internet channels. The product range includes asset
finance through the Lombard brand.

Wealth provides private banking and investment services in the UK through Coutts & Co and Adam & Company,
offshore banking through RBS International, NatWest Offshore and Isle of Man Bank, and international private
banking through RBS Coutts.

Global Banking & Markets is a leading banking partner to major corporations and financial institutions around the
world, providing an extensive range of debt and equity financing, risk management and investment services to its
customers. The division is organised along seven principal business lines: money markets; rates flow trading;
currencies; commodities (including RBS Sempra Commodities LLP, the commodities-marketing joint venture
between RBS and Sempra Energy); equities; credit markets and portfolio management & origination.

Global Transaction Services ranks among the top five global transaction services providers, offering global payments,
cash and liquidity management, and trade finance, United Kingdom and international merchant acquiring and
commercial card products and services. It includes the Group’s corporate money transmission activities in the United
Kingdom and the United States.

Ulster Bank is the leading retail and commercial bank in Northern Ireland and the third largest banking group on the
island of Ireland.  It provides a comprehensive range of financial services through both its Retail Markets division
which has a network of branches and operates in the personal and bancassurance sectors, while its Corporate Markets
division provides services to SME business customers, corporates and institutional markets.

US Retail & Commercial provides financial services primarily through the Citizens and Charter One brands.  US
Retail is engaged in retail and corporate banking activities through its branch network in 12 states in the United States
and through non-branch offices in other states. It ranks among the top five banks in New England and the Mid
Atlantic regions.

RBS Insurance sells and underwrites retail and SME insurance over the telephone and internet, as well as through
brokers and partnerships. Its brands include Direct Line, Churchill and Privilege, which sell general insurance
products direct to the customer, as well as Green Flag and NIG. Through its international division, RBS Insurance
sells general insurance, mainly motor, in Germany and Italy. The Intermediary and Broker division sells general
insurance products through independent brokers.

Group Manufacturing comprises the Group’s worldwide manufacturing operations.  It supports the customer-facing
businesses and provides operational technology, customer support in telephony, account management, lending and
money transmission, global purchasing, property and other services. Manufacturing drives efficiencies and supports
income growth across multiple brands and channels by using a single, scalable platform and common processes
wherever possible. It also leverages the Group’s purchasing power and is the Group’s centre of excellence for managing
large-scale and complex change.
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Description of business (continued)

Central items comprises group and corporate functions, such as treasury, funding and finance, risk management, legal,
communications and human resources. The Centre manages the Group’s capital resources and Group-wide regulatory
projects and provides services to the operating divisions.

Non-Core Division manages separately assets that the Group intends to run off or dispose of. The division contains a
range of businesses and asset portfolios primarily from the GBM division, linked to proprietary trading, higher risk
profile asset portfolios including excess risk concentrations, and other illiquid portfolios. It also includes a number of
other portfolios and businesses including regional markets businesses that the Group has concluded are no longer
strategic.

RFS Holdings minority interest comprises those activities of ABN AMRO that are attributable to the other consortium
members.
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Divisional performance

The operating profit/(loss) of each division before amortisation of purchased intangible assets, write-down of goodwill
and other intangible assets, integration and restructuring costs, gain on redemption of own debt and strategic disposals
is detailed below.

First half
2009

First half
2008

£m £m

Operating profit/(loss) by division
UK Retail 53 514
UK Corporate 321 939
Wealth 218 185
Global Banking & Markets 4,873 1,115
Global Transaction Services 496 493
Ulster Bank (8) 172
US Retail & Commercial (51) 291
RBS Insurance 217 300
Central items 175 706

Core 6,294 4,715
Non-Core (9,648) (4,863)

Group before RFS Holdings minority interest (3,354) (148)
RFS Holdings minority interest 52 (1)

Amortisation of purchased intangible assets (140) (262)
Integration and restructuring costs (734) (316)
Gain on redemption of own debt 3,790 -
Strategic disposals 453 -
Write-down of goodwill and other intangible assets (311) -

(244) (727)

30 June
2009

31 December
2008

£bn £bn

Risk-weighted assets by division
UK Retail 54.0 45.7
UK Corporate 85.1
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