
 

 

 
 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 
  

 

 

 

 

   

 

 

 

 

 
 

 

 
 

 

 

 

 

Staandard Chaartered PLCC 
Pree-close tradding updatee 

26 JJune 20133 

Staandard Chaartered PLC along with its subssidiaries, (tthe “Groupp”) will be holding 
disccussions wwith analysts and inveestors aheead of its cllose periodd for the haalf year 
endding 30 Junne 2013. TThis statemment details the inforrmation thaat will be ccovered 
in thhose discuussions. 

Petter Sands, Group Chhief Executive, commmented, “TThis is a good perforrmance 
agaainst a baackdrop off ongoing turbulencce in the global economy, wwith the 
Grooup’s secoond quarter showing an acceleeration oveer the firstt quarter oof 2013 
andd over the comparable period laast year. Growth haas remaineed resilient across 
our footprint mmarkets of Asia, Africca and thee Middle Eaast with higgh levels oof client 
actiivity. We continue to see goood momenttum acrosss a wide rrange of prroducts 
andd services”. 

Unless otherwwise statedd all compaarisons willl be made in relation to the firstt half of 
20112 and exccludes any accrual for the UK BBank Levy. 

Grooup 

Incoome for the first six months off 2013 is eexpected too grow at aa mid singgle digit 
ratee. This ooutcome reflects thee acceleraation in buusiness mmomentum in the 
seccond quarteer driven bby strong volume grrowth and client activvity levels across 
our markets, ooffsetting tthe pressure on marggins. 

Botth businessses have ggrown income over thhe first quaarter of 20113 with thee Group 
exppected to ggrow incomme by aroound a douuble digit ppercentagee, representing a 
stroong uplift tto income.  Additionaally, both businessess have groown incomme by a 
highh single diigit percenntage over the seconnd quarterr of 2012, more in linne with 
histtoric rates of growth. 

Incoome growtth remainss well diveersified by product aand geograaphy with double 
digiit growth eexpected inn markets iincluding HHong Kongg and Africca, with Inddia also 
growwing at a good rate. Offsettingg these arreas of groowth, income in Korea and 
Singapore is eexpected tto remain wweak. 

Thee Group neet interest margin is ccurrently eexpected too be down from the full year 
20112 by around 20 bassis points rreflecting mmargin commpression arising froom high 
leveels of liquiddity in our mmarkets.  

Cossts remain tightly maanaged and have groown broaddly in line wwith incomme. We 
havve continuued to invvest selecctively while absorbing significantly inccreased 
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regulatory and compliannce costs.  Group headcount has reducced in the ssecond 
quaarter and at the end oof May wass at the samme level as the year end. 

Assset quality remains good in both businessses, howevver total GGroup Impaairment, 
which also includes Other Impairrment, is eexpected too be up on the first half of 
20112 by arouund 15 perr cent, drivven whollyy by increaases in Coonsumer BBanking 
loann impairmeent. 

As a result off the abovve, and after includinng an estimmate for thhe UK Bannk Levy 
which has increased bby some 775 per cennt over the run ratee for the ffirst six 
months of 20112, operatiing profit foor the Grouup is expected to groow at a loww single 
digiit rate overr the comparative period. 

Thee balance sheet iss well divversified aand conseervative, wwith no mmaterial 
conncentrations by indusstry, geogrraphy or buusiness. CConsumer Banking reemains 
predominantlyy secured and Wholeesale Bankking expossures remaain predomminantly 
shoort dated rreflecting the trade bbias of thee portfolio.  We continue to have no 
direect sovereign exposure to Greeece, Irelaand, Italy, Portugal oor Spain aand the 
Grooup’s expoosures to CCommerciaal Real Esttate, level 33 assets aand Asset BBacked 
Seccuritisations remain low. The Group haas continueed to distrribute asseets well 
andd is seeingg good apppetite for ccredits it hhas originaated. Synddicated loaan stick 
possitions havee continued to declinne from thee year end position. 

Wee have conntinued to ssee growthh on both sides of thhe balancee sheet sinnce the 
endd of 2012 aand expecct both Loaans and Addvances too customeers and Cuustomer 
Depposits to inncrease by a low singgle digit percentage. 

Wee remain ddisciplined in the maanagementt of growthh in Risk WWeighted Assets 
which we currrently expect to groww by a midd single diigit percenntage on thhe year 
endd position, mainly arrising fromm the growwth in Whoolesale Banking Loans and 
Advvances to ccustomers. 

Thee Group reemains stroongly capitalised, higghly liquid with a strrong advannces to 
depposit ratio, and has a conserrvative funnding struccture with limited levels of 
refinancing reequired oveer the nexxt few yearrs.   We noote the lettter the Pruudential 
Reggulation Authority (‘PPRA’) sent to the UUK banks llast week which connfirmed 
both the strenngth of thee Group’s capital possition and its leveragge ratio, and that 
therre are no ccapital actions to be ttaken. 

Connsumer Banking 

Connsumer BBanking has continnued the strong and broad based income 
perfrformance from the first quarter of 2013 and has mmaintained a tight control of 
cossts resultingg in slightlyy positive jaws. Loaan impairmment howevver has conntinued 
to increase aand thereffore operaating profiit has fallen by a low double digit 
percentage. 
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Connsumer Baanking is eexpected too deliver hhigh single digit income growthh in the 
firstt half of thee year withh a numberr of geograaphies perfforming weell includingg Hong 
Konng, China,, India, MMESA and Africa, outweighingg weaker performannces in 
Korrea and Sinngapore. 

Depposit incomme is exppected to be down by a higgh single digit perccentage 
refleecting continued marrgin comprression. 

Creedit Cards and Persoonal Loans income is expected to grow att around a double 
digiit rate withh strong peerformancees in Malayysia, Chinaa, India annd Africa. IIncome 
is aalso expeccted to be up by a ddouble digiit percentaage in Morrtgages annd by a 
highh single diggit percenttage in Weealth Management. 

Connsumer Baanking loann impairmeent has inccreased, driven by underlying vvolume 
growwth, seasooning effeccts and a lower leveel of debt ssales in thee period thhan the 
US$$43 millionn benefit inn the first hhalf of 20122 and the UUS$35 million benefiit in the 
seccond half of 2012. Ass a result, loan impairment is expected too be up by around 
US$$120 millioon over thee second hhalf of 20112. Addittionally, almost 40 pper cent 
of ttotal Conssumer Bannking loann impairmeent now aarises in KKorea, givven the 
onggoing impaact of the PPersonal Deebt Rehabilitation Sccheme (‘PDDRS’).   

While Credit Card margins havee reduced, this reduuction is ccompensaated for 
acrooss the othher Consummer Banking asset cclasses. 

Morrtgage balances aree slightly down on thhe end of 22012 impaacted by pproperty 
coooling meassures across our maarkets and also the continued transfer oof fixed 
ratee mortgagees under tthe Mortgaage Purchase Progrram in Korrea. Creddit Card 
andd Personal Loan balaances are aalso slightlly down whhen compaared to thee end of 
20112, howeveer are broaadly flat onn a constant currencyy basis. Overall, Connsumer 
Bannking depoosits are exxpected to be slightlyy down commpared to tthe end of 2012. 

Whholesale Banking 

Wholesale Baanking hass continueed to buildd on extreemely goodd levels oof client 
actiivity and sstrong voluumes acrosss our maarkets, althhough presssure on mmargins 
andd spreads hhas continuued. 

Wholesale Baanking incoome in thee first half oof 2013 is expected to be aheaad by a 
loww single diigit percenntage on tthe compaarative peeriod in 20012. Withhin this 
perfrformance, Client inccome, which represeents over 80 per ceent of Wholesale 
Bannking incomme, is exppected to ggrow by a high singlee digit perccentage. From a 
geoographic pperspectivee, a numbber of marrkets havee performeed well including 
douuble digit ggrowth ratees in Hongg Kong and Africa, aand good iincome groowth in 
India. 

Clieent incomee has beneefitted fromm market share gainss and stronng levels oof client 
actiivity across Transacction Bankiing, Financcial Markeets and Coorporate Finance. 
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Marrket wide mmargin andd spread ppressure, aat historical highs, haave erodedd strong 
voluume growtth. 

By contrast, own accoount incomme is exppected to be down by a midd teens 
percentage, immpacted inn particular by lower Asset andd Liability MManagemeent and 
Prinncipal Finaance incomme. 

Traansaction BBanking is expected tto show a mid singlee digit perccentage decline in 
incoome as coontinued hiigh levels of client aactivity andd strong voolume growwth are 
morre than offfset by lowwer margins. Margins in Cash and Tradee are expeected to 
be down by oover 15 annd over 255 basis points respecctively over the compparable 
period. This margin compressionn representts around an 18 per cent reducction in 
the margins foor both Cash and Traade. 

Whilst Trade margins hhave continnued to deecline throough the seecond quaarter as 
the back boook repricedd to the cuurrent marggin levels, margins oon new buusiness 
apppear to be sstabilizing and volumme growth rremains sttrong. 

Corrporate Finnance has achieved strong douuble digit ggrowth acrooss all four major 
bussiness liness, with exccellent leveels of clientt activity and strong new deal ggrowth. 
Incoome is exppected to grow by oover 20 peer cent, ahead of thee full year growth 
ratee for 2012.  The deal pipeline reemains robbust and brroad basedd. 

Finaancial Maarkets incoome is expected tto grow bby aroundd a double digit 
percentage. Within thiss, Client Inncome, which repressents arounnd 80 per cent of 
Finaancial Marrkets incomme, is exppected to be up by a double digit perccentage 
drivven by strong performance inn Credit, CCommoditiees and Eqquities. Exxcellent 
growwth in voluumes, partticularly in Foreign EExchange aand Rates was partlyy offset 
by ccontinued spread commpression. 

ALMM income is expecteed to be doown by aroound 20 peer cent reppresenting almost 
US$$100 millioon drag to Group inccome. This fall in income is driven in paarticular 
by the ongoinng costs oof meeting the regulaatory liquidd asset bufffer requireements 
andd lower reinnvestment yields. 

Prinncipal Finaance is currrently expected to deliver loweer income in the firstt half of 
20113, down ffrom the UUS$232 miillion in thee first half of 2012 bby around 25 per 
cennt. This peerformancee is driven by weak eequity markket sentimeent impactting our 
abillity to harveest gains oon our porttfolio and aadversely aaffecting vaaluations. 

Exppenses in Wholesalee Banking remain weell manageed, up by a low singgle digit 
percentage reepresentingg broadly flat jaws, wwith a continued inveestment foocus on 
peoople and teechnology ccapabilitiess. 

Assset quality continues to be goodd and the pportfolio is not showinng any neww signs 
of sstress. WWe remain wwatchful oof the external enviroonment paarticularly in India 
andd the Midddle East. AAlthough thhe Wholessale Bankinng loan immpairment charge 
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will only be finnalised towwards the eend of Julyy, it is currrently expeected to bee below 
the level seenn in the commparable pperiod in 2012. 

As a result of the abovee, Wholesaale Bankingg operatingg profit is eexpected too be up 
by aa high singgle digit percentage. 

Chaanges in AAccountinng Treatmeent 

Wee will be asssessing tthe carryinng value off goodwill in respectt of Koreaa on 30 
Junne 2013, giiven the chhallenging domestic performannce this yeaar and thee recent 
matterial moveement in thhe discount rates sincce the endd of May. 

Wee are required by IFRS13 to rrecognise income foor Own Crredit Adjusstments 
(‘OCCA’) and DDebt Valuee Adjustmeents (‘DVA’) for the firrst time thiss year. OCCA and 
DVAA relate too the valuaation of ouur own isssued debt instrumennts and derivative 
liabbilities. 

Thee above sstatement includes the impacct of this accountinng changee. We 
currrently anticcipate thatt this will be a credit to Financiaal Marketss Client Inccome in 
the first half oof 2013 of oover approoximately UUS$100 million althouugh this maay vary 
in liine with maarket volattility. Excluuding this accountingg change FFinancial MMarkets 
Clieent Incomee would have been up by a mid singlee digit perccentage. WWe are 
currrently propposing to nnormalise OOCA for thhe purposee of the eaarnings per share 
mettrics. 

As highlightedd in the May Interim Managemment Statement, and as per IFRS 11, 
the contributiion to thee Group ffrom Permmata, our joint ventture businness in 
Indoonesia, will be equitty accounteed rather tthan propoortionally cconsolidateed from 
20113 onwardss. This chaange will bbe incorporrated in ouur 2013 intterim results, with 
prioor periods rrestated. TThis changge has beeen reflectedd in this staatement. 

Connclusion 

Thee growth in Group income and operatting profit is underppinned by strong 
bussiness mommentum drriving a steep up in performance over the ffirst quarter of the 
yeaar, continueed market share gainns and goood client acctivity in booth businessses.   

Exccluding thee impact, if any, of the reasssessmentt of the ccarrying vaalue of 
gooodwill in respect of KKorea, we rremain commfortable wwith full yeear consennsus for 
opeerating proffit. 

Thee Group is highly liquuid, well caapitalised, hhas a goodd grip on ccosts and risk and 
remmains focussed on the growing mmarkets of the world. 
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Forr further infformation, please conntact: 

Jammes Hopkinnson, Headd of Investtor Relationns   +44 (0)200 7885 71551 
Edwwin Hui, Heead of Inveestor Relattions, Asia +8522 2820 30550 
Jonn Tracey, HHead of Meedia Relatioons  +44 (0)200 7885 76113 

Thiss document contaains or incorporattes by rreference ‘forward-looking 
stattements’ reegarding tthe belief oor expectaations of thhe Compaany, the Diirectors 
andd other mmembers oof its senior managgement abbout the GGroup’s sttrategy, 
bussinesses, pperformancce and the matters described inn this docuument. Generally, 
worrds such as ‘‘may’’, ‘‘‘could’’, ‘‘wwill’’, ‘‘expect’’, ‘‘intendd’’, ‘‘estimaate’’, ‘‘anticcipate’’, 
‘‘beelieve’’, ‘‘plan’’, ‘‘seeek’’, ‘‘contiinue’’ or ssimilar expressions are intennded to 
idenntify forward-looking statementts. 

Forrward-lookiing statemments involve inherent risks and uncertaainties. Thhey are 
not guaranteees of futurre performmance and actual ressults couldd differ maaterially 
fromm those containedd in the forward-llooking statements. Forward-looking 
stattements arre based oon current views, esttimates annd assumpptions and involve 
knoown and uunknown risks, uncertainties and other ffactors, maany of which are 
outsside the ccontrol of the Group and are ddifficult to predict. Suuch risks, factors 
andd uncertainnties may cause acttual resultss to differ materiallyy from anyy future 
resuults or ddevelopmeents expreessed or implied from the forward-looking 
stattements. SSuch risks,, factors aand uncertaainties include but aare not limited to: 
chaanges in thhe credit qquality andd the recoverability oof loans aand amounnts due 
fromm counterrparties; cchanges inn the Grooup’s finanncial modeels incorpporating 
asssumptions, judgmentts and esstimates wwhich mayy change over timee; risks 
relaating to cappital, capitaal manageement and liquidity; riisks arisingg out of leggal and 
regulatory maatters, inveestigations and proceeedings; ooperational risks inheerent in 
the Group’s bbusiness; risks arisingg out of thee Group’s holding coompany strructure; 
riskks associaated with the recruitment, reetention annd development of senior 
management and other skilled personneel; risks associatedd with buusiness 
exppansion annd engagiing in acqquisitions; global mmacroeconoomic riskss; risks 
arissing out oof the disppersion of the Grouup’s operaations, thee locationss of its 
bussinesses aand the legal, poolitical andd econommic enviroonment inn such 
jurissdictions; competitioon; risks aassociated with bankking and ffinancial services 
legiislation, reegulations policies annd guidelinnes; changges in the credit rattings or 
outllook for thhe Group; market, interest ratee, commoddity prices, equity price and 
otheer market risk; foreiggn exchange risk; finnancial maarket volatility; systemmic risk 
in tthe bankinng industryy and otheer financial institutionns or corpporate borrrowers; 
crosss-border country rrisk; risks arising frrom operaating in mmarkets witth less 
devveloped juddicial and dispute reesolution ssystems; risks arising out of reegional 
hosstilities, terrrorist attaacks, social unrest or naturaal disasterrs and failure to 
gennerate suffiicient levell of profits and cash fflows to paay future diividends. 
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Anyy forward-llooking staatement coontained inn this docuument is bbased on past or 
currrent trendss and/or aactivities off the Commpany and should noot be takeen as a 
representationn that succh trends or activitties will ccontinue inn the futuure. No 
stattement in tthis documment is inteended to be a profit fforecast orr to imply tthat the 
earnings of thhe Compaany and/or the Groupp for the ccurrent yeaar or futuree years 
will necessarrily match or exceed the histtorical or published earnings of the 
Commpany andd/or the Group. Eacch forward--looking sttatement sspeaks only as of 
the date of the particulaar statemennt. Exceptt as requireed by any applicablee law or 
regulations, the Compaany expresssly disclaims any oobligation oor undertaaking to 
releease publiicly any uupdates or revisionss to any forward-loooking staatement 
conntained heerein to reeflect any change in the Commpany’s eexpectationns with 
regard theretoo or any cchange in events, coonditions oor circumsstances onn which 
anyy such stateement is bbased. 
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