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Ongoing and statutory information

In order to present a more meaningful view of our performance additional
management information is presented on cur ongoing businesses This Information
1s set out on pages 34 to 39 The addiional information presented on an ongoing

The sale of certain group
businesses dunng the previous

financial year (as explained on basts excludes items that in management's view could distort the companson of
page 29) has had a significant performance between penods Based on this principls, the following items are
effect on the comparability of excluded from underlying statutory profit 1o derive ongoing operating profit

our statutory financial position
and results Consequently,
comparnscn on a statutory * The remaining legacy business in the UK (as se1 out on page 40)

basis of these full year results A reconcilation between the statutory and ongoing income statement 1s provided
with the prior year would be on pages 35 and 36 All information in cur annual report 15 based on our statutory
less meaningful accounts unless otherwise Indicated

* The resulis of the businesses sold as mentioned alongside




CROSS REFERENCE TOOLS

1 Audited nformation 2 Page references 3 Website

Denotes information in Refers readers to mformation Inarcates that additonal
the nsk and ramuneration elsewhera in this report nformation i1s avanable on
reports that forms part of our wehsia

the group s audited annual www investec com
financial statements

FEEDBACK

4 Sustainabiinty 5 Reporting standard
Refers readers 10 further Denotes our consideraton of
nformation in our & reporting standard

sustanability report avalabie
on our website
www Investec tom

We value feedback and invite questions and comments on our reporting
To give feedback or request hard copies of our reports, please contact
our Investor Relations dwision

For quenes regarding information 1n this document

Investor Relations

Telephone (44} 20 7597 5546
e-mall investorrelations@nvestec com

Internet address

www nvestec com/en_za/#home/investor_ralatons htmt
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Investec plc
in perspective




Overview of the Investec group’s and
Investec plc’s organisational structure

Operating structure

Dunng July 2002 Investec Group Limiied (since renamed Investec Limited) implemented
a dual histed companes (DLC) structure and listed its ofishore business on the London
Stock Exchange

Investec plc, wlich
houses our non-
Southern African
businesses, has been
listed on the London

Stock Exchange
stnce 2002

A circufar on the establishment of our DLC structure was issued on
20 June 2002 and 1s available on our webshte

In terms of the DLC structurs, Investec Limited 15 the controlling company of our
businesses in Southern Afnca and Maurtius, and Investac plg 1s the controling company
of our non-Southern Afncan businesses Investec Limited 1s isted on the JSE Lirmited
South Afnca and Investec ple 1s isted on the London Stock Exchange

OUR DLC STRUCTURE AND MAIN OPERATING SUBSIDIARIES AS AT 31 MARCH 2016

Investec Limited
JSE primary listing
NSX secondary listing
BSE secondary listing

Investec plc

ILSE primary listing Sharing agreement

JSE secondary listing

JALDALSHI NIEDd DILSIANI [
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Non-Southemn Afncan Southern Afncan
operations operations
e FaN
| |
Investec Asset Investec Asset Investec
Investec Management Investec Bank Management Investec Property Group
Holdings Securthies
Bank plc Limited Limited {Pty) Ltd {Pty) Lid Holdings
B85%* N {Pty) Ltd
B85%
VAN PN
| |
Investec Wealth :_::?w‘; I";:it:c Reichmans Investec Investec Import
& Investment Au m‘;fm) (Maurtus) Holdings Equity Partners Solutions
Limated Limited Limited (Pty) Ltd [Pty) Ltd 45%"* [Pty) Ltd»

All shareholdings in the ordinary share capital of the
subsidianes are 100%, unless otherwise stated

15% held by servor management in the company

** §5% held by thurd party investors in the company together
with senror management of the business

A Previously Biue Strata Trading (Pty) Ltd

Salient features of the DLC struciure

* Investec plc and Investec Limited are separate legal entities and istings, but are bound
together by contractual agreements and mecharisms

* Investec operates as if it 15 a single unified economic entarpnse

+ Shareholders have common economic and voling interests as f Investec ple and
Investec Limited were a single company

s Credtors, however, ara nng-fenced to either Investec plc or Investec Limited as there are
no cross-guarantees between the companies

nvestec plc silo {excludng Investec Limited) annual frnancial staterments 2016
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Overview of the
actwities of Investec plc

What we do ASSET MANAGEMENT

At Investec Asset Management, we want
to assist people around the globe to rete
with dignuty o1 to meet then fmancal
objectives by offermg speaalist, acave
mvestment expertise Gur chents include
some of the world’s largest private and
public sector pension funds, msurers and
corporates. and 1ange fiom foundations
and central banks to mtermechanies
serving mdividual investors Our busmness
1s to manage ow clients’” nvestments

to the Inghest standard possible by
exceedmg their mvestment and chent
service expectations

Established in South Afnca in 1991, we have built

a successful global investment management firm
from emerging markets We are still managed by our
founding members whose tenure and continuity has
balanced stability and growth

Our investment team of over 180 investment
professionals apphes clear investment philosophies
and processes across multiple asset classes Our clhient
group 1s organised across five geographically defined
units serving our clients around the globe Thase teams
are supported by our global operations platform

We manage £75 7 billion assets globally

What we do WEALTH & INVESTMENT

Investec Wealth &
Investinent offers its
chents comfort i its
scale, mrernational
reach and depth of
mnvestment processes

The European cperations are conducted through Investec Wealth & Investment
Limited in the UK, Investec Wealth & Investment Ireland, Investec Bank Switzerland
and in Guernsey through Investec Wealth & Investment Channel Islands

Over 1 200 staff operate from offices located throughout the UK and Europe,
with combined funds under management of £29 8 billion Investec Wealth &
Investment 1s one of the UK’s leading providers of pnvate ciient investment
management services

Investments and

savings

s Specialist investment
management serices for
chanties, pension schemes
and trusis

* Independent financial planning
adwvice for pnvate clients

* Specialist portfolio management
services for international chenis

* Advice and guidance on pension schemes, life
assurance and income protection schemes

+ Discretionary and advisory + Discretonary investment managerment for * Succession planning
portfolio management services for company pension and Self Invested Personal e ISAs
private clients Pensions (SIPPs)

* Retirement planning

4 I Investec plc sdo (axcluding Investec Lirmitad) annuat financal siatements 2016




Overview of the
actwities of Investec ple

{rontinned)

What we do SPECIALIST BANKING

Each business provides specialised products and

The bank operates as a specialist
services to defined target markets

bank focusing on three key arcas
of activity Investment activities,

Corporate and Institutional
Banking activities and Private

Banklng activities

A highly valued partner and adviser to our clients

TNLDIISHId NI Ol D3LSIANI ‘

Focus on helping our
clients create and
preserve wealth

Corporates/government/institutional chients

High-mcome and high
net worth private clients

Investment activities

Corporate and
Institutional Banking activities

Pnvate
Banking activities

Principal investments

Property investment and fund
management

Treasury and trading services

Specialised lending, funds and debt capital
markets

Institvtional research, sales and trading
Advisory and equity capital markets

Transactional banking and
foreign exchange

Lending
Deposits

Australia
Hong Kong
UK and Europe

Australia

Hong Kong
Indra

UK and Europe
USA

UK and Europe

Qur pnncipal investments
business In Hong Kong largely
focuses on pre-IPQ investment
opportunities in Chinese
companies with good track
records, while our businesses
i the UK and Australia focus
on opporturistic investment
alongside credible clents

QOur property business focuses
on property fund management
and property investments

Our Corporate and Institutional Banking 1s a client-
focused business concentrating on traditional
lending and debt ongination activities, as well as
the provision of advisory serices and treasury and
trading services that are customer flow-related

Our target market includes small, mid-szed and
sted corporates, private equty community and
nstiutions

In addition we prowvide niche, specialist solutions in
aucraft, project, resouwrce and manne finance

High-tech and high touch
prvaie client offenng providing
day-to-day banking, savings,
financing and foreign
exchange talored to surt

our clents’ needs

Qur target marke! ncludes igh
net worth indmduals, wealthy
entrepreneurs, high-income
professionals, owner managers
in mid-market companies and
sophusticated nvestors

Natural inkages between the private client and corporate business ‘ !

Investec plc sio (excluding investec Limited) annual financial statements 2016
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Our operational footprint

|
ASSET
MANAGEMENT

Value propostion

WEALTH &
INVESTMENT

Value proposition

Y e L S

SPECIALIST
BANKING

Value propositicn

s QOrganically buit an independent
global platform from an emerging
market base

s Independently managed entity
within the Investec group

= Competitive iInvestment
performance in chosen specialities

+ Global approach to
- lInvesting
~ Clhent base
- Operatons platform
* Institutional and achvisor focus

* Unique and clearly understood
culture

s Stable and expenenced leadership

¢ Investac Wealth & Investment
has been built via the acquisition
and integration of businesses and
organi¢ growth over a long penod
of time

¢ Well-established platforms in
the UK, Switzerand, Ireland
and Guernsey

* The business currently has
four distinct channels direct,
intermedianes, charities and
international, and 1s progressing
with the development of its online
capabilties to form a fifth ‘digital’
distnbution channel

* Strategy 1o internationalise within
junsdictions where the Investec
group already has an established
business

= Focus Is on organic growth in our
key markets and enhancing our
range of services for the benefit of
our clients

High qualty specialtst banking
solution to corporate and private
clients with leading positions in
selected areas

Prowide high touch personalised
service — ability to execute quickly

Ability to leverage international,
cross-border platforms

Well positioned to capture
opportunities between the
developed and the emerging
world — internationally mobils

Strong ability to onginate,
manufacture and distribute

Balanced business model with
good business depth and breadth

Business leaders

Asset Management Hendnk du Toit

Wealth & Investment Steve Elliott

Speqialist Banking Dawid van der Walt
Ciaran Whalan

@‘ Further information on our management structures is avarlable on our website

WHERE we operate

6 ] Investec plc sdo (excluding Investec Limited) annual financal staterments 2016

Nerth America l UK and Europe I ! India
Distrbution platform Brand waell established Establizhed a presence
Growing achasory and Leading asset managar with in 2010
PFl capabilities market leading products Faclitates the link batwseen
One of the learing private India UK and South Africa
client investment managers
Proven abllity to attract and
recrnat nvestment managers
Sustainable specialist
banking business focused
on corporate and private
banking
Hong Kong I | Singapore | I Australia I
Investment actnties Distnbution platform Experienced local taam in
Drstribution platform place with Industry expertise
Developing Wealth & Tawan Focus is on entrenchin
Investment capability [ I position as a boutique o
Distnbuytion platform operation




Highlights

Sound performance notwithstanding challenging
operaling environments

*  Macro uncertainty and volatiity in the
group's key operating geographies
during the financial year impacted
averall results

* Net new fund inflows and reasonablg
lavels of actvity in the group’s
banking businesses supported
sound performance

= The Specialist Banking business
reported results ahead of the pnor year

STATUTORY
FINANCIAL
PERFORMANCE

s Strong loan growth was supported by
client actmvity in both the corporate and
private banking businesses and the

investment and debt secunties portfolios

delivered good results

* The Asset Management and Wealth &
Investment businesses reported solid
net inflows of £4 7 biflion

*  Continued investment in infrastructure,
digital platforms and increased
headcount are supporting growth
intiatives In the overall business

Operational diversity continues to
support a stable recurnng Income base
and earnings through varying market
conditions

Operating profit® iIncreased 26 9%

2016 2015
£182 9mn | £144.1mn

Adjusted attnbutable earnings*
ncreased 29 9%

2016 2015
£137 3mn | £105 7mn
. ]

We continued to
actively manage

down the UK
legacy portfolio...

The legacy portfolie reduced from

£695 mifion at 31 March 2015 to

£583 milion largely through redemptions
and writa-offs

The legacy business reported a

loss befora taxation of £78 3 milion
(2015 £107 7 rmulhon) wath impasments
on the legacy portfolio reducing 18 4%
from £83 & milion to £68 1 rrulhon

Before goodwill, acquired intangibles, non-operating items, taxation and after other non-controling interests
~ Before goodwill, acquired intangibles, non-operating items and after non-controling interests

Investec ple silo (exchidng Investec Limited) annual financia statements 2016 T
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Highlights

{ronttnued)

SATISFACTORY
PERFORMANCE
FROM THE
ONGOING BUSINESS

Operating profit* increased 12 8%

2016 2015
£261 2mn | £231.7mn

Adjusted attributable earnings*
increased 15 2%

2016 2015
£200 imn 1 £173 7mn

Recurrng income as a % of total
operating iIncome

2016
71 3%

2015
73 1%

N T

Credit loss charge as a % of average
gross core loans and advances

2016
0.26%

WE HAVE A DIVERSIFIED BUSINESS MODEL

% CONTRIBUTION OF OPERATING PROFIT BEFORE TAXATION
OF THE ONGOING BUSINESS (excluding group costs)”

Percerlage

100

0 i i i i I i
| 1 12 13 14 15 16 |

g

3

Iy
o

™
o

® Specalst Banking O Wealth & Investrent # Asset Management

WE CONTINUED TO GROW QUR KEY EARNINGS DRIVERS...

S,

Funds under management up 0 9% to £81 2 bilhon

FUNDS UNDER MANAGEMENT ONGOING BUSINESS

£ billion

a0
80
70
60
50
40

30
10
|

AN

®  Asset Management ©  Wealth 8 Investment @  Other

S,

Customer accounts (deposits} increased 4 9% to £10 8 billion
Core loans and advances increased 13 4% to £7 2 hillion

CUSTOMER ACCOUNTS (DEPOSITS) AND LOANS ONGOING BUSINESS

£ ballion Fercentage

12 — a0

10 —
8 —
2]
4
2
4]
" 12 13 14 15 16

| |

® Customer accounts C Core loans and advances to cusiomers = Loans and advances to customer deposits

|

1

FrT1 17T T

70
60
50
40
30
20
i0
o]

*  Before goodwill, acquired intangibles, non-operating items, taxation and after other non-controling interests
A Before goodwill, acquired ntangiblas, non-operating items and after non-controling interests

l Investec plc silo (exchuding Investec Limited) annual financial statements 2016




SUPPORTING GROWTH IN OPERATING INCOME .

Highlights

feontint d)

IMPAIRMENTS CONTINUED TO DECLINE

TOTAL OPERATING INCOME ONGOING BUSINESS

€ million
1200 —

1000 —

206 —

g

Pearcentage

| 1 12 13 13
& Total operating ncome
- Annuty ncomen as a % of 1otal ncome

16 1

80

0

60

50

40

IMPAIRMENTS

£ mihon
300 —

250 —

A Where annuity income 1s net interest income and annuity fees

FIXED COSTS IN ONGOING BUSINESS INCREASED

O

11 12 13 14 15 16 1

UK legacy business and businesses sold
UK and Oriher

* Refers to the remainmng UK fegacy business and group

assets that were sold in the 2015 financial year

Increase in headcount and business infrastructure expenses across divisions
to support increased activity and growth imihatives

JAWS RATIO ONGOING BUSINESS

£ million
1200 — Operating ncome
up 6 3% to £1 124mn

1000 —

= /
o Ope

rating costs
up 2 6% to £849mn
400 —
200 —
[+
) n 12 13 14 15 16 |

==  Operating ncome
== QOperalng costs

HEADCOUNT*

Number
4000

3500

3000

2500

2000

+ 500

1000

|

I e

11 12 13 14 15

Asset Management
Weazlth & lnvestment
Specalist Banking

Permanent headcount and includes acquisitions

Investec plc sibo (excluding investec Limited) annual financial statements 2016 l
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Highlights

feontinned)

RESULTING IN A SATISFACTORY PERFORMANGCE FROM OUR ONGOING BUSINESS

OPERATING PROFIT* — ASSET MANAGEMENT

B0 - 769

50 —
40 —
a0 —
20 —
10—
0
ARl 12 13 14

| 15 16 ]
OPERATING PROFIT* - WEALTH & INVESTMENT
£ milon
70— 631
680 —]
s0 —
a0~
30 —
20 —
N
0
[ 1 12 13 14 15 18 k

OPERATING PROFIT* — SPECIALIST BANKING ONGOING BUSINESS

£ milion
180 — 156 4
140 —

120 —
100~
By —
60 —
40 —
20 —
0
1 12 13 14 15 18

*  Before goodwill, acquired intangibles, non-operating items, taxatron and after other non-controlling interests

10 investec plc stho {excluding Investec Limited) anmual financial staternents 2016




Highlights

frontutcd)
MAINTAINED A SOUND BALANCE SHEET .
Total capital adequacy* 14 0% - 17 0%
Common equity tier 1 ratio > 10 0%
Total tier 1 ratio > 11 0%
Leverage ratio > 60%
CAPITAL ADEQUACY TIER1
Percantaga Parcentaga
18 170 18
15 uz 18
12 12 10a
9 ]
]
F
3
[¢] 4
Investac Investec Investec Investec
Bank plc plc | I Bank ple ple
® As reporisd ®  As repored
LEVERAGE RATIOS COMMON EQUITY TIER 1
Percentage Percentaga
16 16
12 12 119 NG
93 93
8 75 75 61 67 8
0 Q
invastac Investac Invastec Investec
Bank ple ple | I Bank plc ple

® Fuly loaded ©  Asreporied

® Fully loaded O  Asreported

Note Refer to pages 113 to 117 for further details

SOUND CAPITAL AND LIQUIDITY PRINCIPLES MAINTAINED.

Continue to focus on:

*  Maintaning a ugh level of readily
avalable, high-quality hquid assets
targeting a minimum cash to
customer deposit ratio of 25 0%

¢ Dwersiiying funding sources

*  Maintaining an appropnate mix of
term funding

* bLimting concentration nsk

The intimate Involvement of senicr management ensures stnngent management of
nsk and hiquidity

A well-established llquidity management philosophy remains in place
The bank’s loan to deposit ratic 1s as follows 72 2% (2015 68 5%)

Liquidity remains strong with cash and near cash balances amouniing to £5 1 bdlion
(2015 £5 0 billion)

Capital remained well n excess of current regulatory requirements

We ara comfortable with our common equity tier 1 ratio target at a 10% level, as our
current leverage rato 15 6 7%

Invastac plke silo {excluding Investee Limited) annuat financal statements 2016 I 11
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Financial review

An overview of the operaling environment impacting our business

W Ls
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United Kingdom

OUR
VIEWS

The continued
recovery has also been
evident in the labou:
market wheie the
unemployment rate

has fallen to 5.1%

GDP now stands above its
pre-cnsis peak.

22% 2.8%

20156/186 2014115
Economic growth  Econermic growth

2016 2015
£28644 | £28 132

GDP per capita has nsen

The fiscal year witnessed a continued
recovery In the UK aconomy, with the
first quarter of 2016 sseing the thuteenth
consecutive guarter of expansion Once
again, the last year has seen household
consumption as the driving factor behind
the recovery, although investment also
contributed positively

1 7 militon people are now unemployed In
the UK, down one million from the peak
of 2 7 million seenin 2011 Employment
has been firm through the ysar, although
the pace of employment growth slowed
somewhat over the second half of 2015

The inflation backdrop has been subdued,
with headiine CP) inflation falling into
negative termtory, troughing at -0 1%, and
averaging Just +0 1% across the fiscal
year as a whole There are two pnmary
reasons for the softness in tha inflation
readings, ona being the sigrificant fall in

energy prices since quarter four 2014, the
other being the strength in the Pounds
Sterling over much of 2015 Given the
temporary nature of these factors, inflation
should gradually trend back to the

Bank of England s target of 2% over the
medium term

UK monetary policy remained on hold
throughout the penod, with the bank raie
steady at 0 50%, marking the seventh
year of record low interest rates At the
same time the level of outstanding asset
purchases was mantained at £375 billion
Given the current subdued nature of
inflation, as well as nsing downside nsks
to the global cutlook there has been little
appetite for raising Interest rates among
the Monetary Policy Committee, with

any future tightening dependent on the
committee’s confidence that inflatton s
returning to target in the medium term

Actity In the housing market continued
to recover over the course of the year
with transactions and mortgage approvals
nsing to within 10% of their long-run
averages, underpinned by easing credit
conditions and households’ confidence in
the outiook Meanwhile, prices continued
to trend upwards, standing 4 8% higher
on year on year levels as the fundamenta!
backdrop of a supply and demand
imbalance supportad prices

As the financial year closed, the biggest
pont of uncertainty hanging over the
sconomy was the UK's referendum on

EU membership, with the vote set to

take place on 23 June 2016 Uncertainty
over the vote outcome and the potential
ramifications of a leave vote represents the
pnmary nsk to the UK outlook

*x A
K 4

Australia

OUR
VIEWS

Austrahan GDP continued
to grow at an annual
pace, shightly below trend
at 25% in 2015 (2 6%
over the financial year)

On a gquartery basis the year witnessed a
degree of vanation as swings in GOP were
driven by weather-related export volatirty

The Austrahan Dollar fell to rts lowest

fevel since 2009 dunng the year, reaching
$0 68 versus the US Dollar, as it continued
to be correlated to moverments in
commodity pnces, wihich for much of
2015/16 witnessed significant falfs Despite
the fall in the Australian Dollar prowiding
support to the export sector, headwinds

to the economy remain, pnmanly from the
decline In commodity pnces  Certainly the
low commodity pnce emvironment Is hurting
investment, with the latest official estirmates
suggesting that 2015/16 capital expenditure
in the mining sector may be 30% lower than
n2014/15

Rebalancing in the econcty has continued
over the year Qutside of the mining sector
services have continued to see expansion,
while household consumption has also
witnessed positive growth, albert at below
trend levels The labour market has also
seen improvemnents with the unemployment
rate faling 10 5 7%, its lowest level snce
July 2013 Mearwhile the upward trend in
houss prices seen in recent years continued
N 2015, with national prices nsing aver 9%

Amidst headwinds to the economy, below
trend growth and subdued inflation the
Resarve Bank of Australia cut the official
policy rate {Cash rate) to a new record low
of 2 00% in May 2015

nvestec pk sio (excluding Investec Limited) annual financial statements 2016 13
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Financial review

fecontinued)

An overview of the operaling environment impacting our business fontmued

1"

United States

OUR
VIEWS

A range of inchcators
continued to show the
labour ma ket witnessing
sustained strength as
non-farm payrolls growth
averaged US$233 000 a
month over the last year
and unemployment fell
fo 5.0% from 5 4% at the
end of the last fiscal year

The US economy grew

by 2 4% n the calendar
year 2015, equalling the
expansion seen In 2014

Growth in the first quarter of 2016 had
been disappointing at an annualised rate
of 0 5%, reflecting the continued drag from
net irade, Inventones and also business
investment In terms of the overall
recovery, household consumption remains
the predominant driver of growth and
remains relatwvely robust

Following more than seven years of record
low interast rates, the Federal Reserve
began tighterung policy in Decembser 2015,
raising the Federal Funds Target range by
0 25% to 0 25% - 0 50% However, as the
financial year closed, the Federal Reserve
had refrained from taking further action,
citing potential downside nsks from global
economic and financial developments
Further policy tighterung over the
forthcoming penod will be very much
driven by the evolution of the economy
and, in particular, inflation

Given the tightening in labour market
conditions, wage growih has begun to firm
although 1t remains below histarical trends

Inflaton has remaned below the Federal
Reserva’s 2% goal over the year,

with the targeted measure of inflation
currently standing at just 0 8% However,
there are tentative signs that previous
disinflattonary pressures from a strong
US Dollar over 2015 and faling energy
pnces are beginning to fade Meanwhile
domestic factors, including a strengthening
labour market point to a background of
inflationary pressures

14 Investec pic silo {exchuding Investec Lirited) annual financial statements 2016
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Eurozone

OUR
VIEWS

Fmnancial review

feontinned}

Following a year of

policy easing, 2015/16
witnessed the European
Central Bank (ECB) going
even further in providing
monetary stimulus, driven
by weak inflabhon and
rising deflationary risks.

Over the fiscal year, headline CPI inflation
averaged just +0 1% a considerable
margin below the ECB's target of ‘below,
but close to 2% as the collapse In
wholesale energy prices weighed and the
still gradual recovery meant the inflation
outlock remained subdusd

Hawing taken the histonc step of introducing
a negatwve depost rate in June 2014, the
ECB cut the key policy rates further, with
the deposit rate ending the fiscal year

at -0 40% and the main refinancing rate

at 0 0% Non-standard policy measures
were also expanded with the central bank
Increasing the size of its asset purchase
programme to €80 bilion per month, which
1S now set to run until March 2017 The
ECB also expanded the universe of eligible
assets for purchase to corporate bonds,
resutting 1n a signdicant ralty in Euro-
denominated corporate debt Additonally,
a new four-year secured lending facility
{TLTRO I was introduced, prowding cheap
funding to Eurozone banks

The economic background has been one
of gradual growth, with the Euro area
registenng its third consecutive year of
expansion calendar 2015 recorded GDP
growth of 1 5% Household consumption
has been positive, helped by improving
confidence and the level of unemployment
gradually coming down, although the latter
remains elevated at 10 2% Meanwhile
investment has also returned to growth
Credit growth has been encouraging qver
the year, with lending 1o both households
and corporates firming to mutti-year highs,
supported by improving credit conditions

Greece remained a point of concern over
the year, as the introduction of capital
controls, a referendum on a third bailout
and the re-election of the leftist party
Synza in a ¢coaltion all contnbuted to a
penod of uncertainty Ultimately a third
{€86 tilkon) ballout package was agreed
between the Greek government and its
creditors In a departure from previous
Euro cnsis episodes, while tocal Greek
markets were Impacted, contagion to
the rest of the Eurozone was hmited, with
yields i penpheral Euro area markets
contained Away from Greece there was
better news as Cyprus became the latest
country 1o exit ts assistance programme,
following Ireland, Portugal and Spain
which exited in pnor years

Ivestac pic sl {excluding Investec Limitad} annual financial statements 2016 l
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An overview of the operating environment impacting our business ( onuued;

Global stock markets

OUR
VIEWS

Equity markets began
the financial yearn a
buoyant mood, with the
UK’s FTSE 100 breaking
through the signtficant

7 000 point milestone to
set a new high during
April 2015. These gains
reflected the belief that
global economic growth
was set to accelerate and
Europe and emerging
economies were managing
their challenges.

But that early optimism turned mto a
challenging year as a whole {or financial
markets, with the pnce of nsky assets
lower, in general, than when the year
began After a surge in the muddle of 2015,
the Shanghal share index in China was
20% lower by financial year end In the
Eurozone, the Euro Stoxx 50 index sid
189% The UK's FTSE All Share declined
7% Inthe US, the S&P 500 was more
resiient, ending the year 0 4% lower
Commodity pnces slid too, especially
the ol pnce, where declines were dnven
partly by Saudi Arabia’s continued bid to
maintain market share by keeping output
high and prices low

This pattern of declines (ol supply 1ssues
notwithstanding) reflects twe major
global economic nisks The first relates to
China, where 1ssues came to a head last
August A depreciatton of the Chinese
Yuan trnggered a seli-off In equrity markets
worldwide as investors fretted about a
Chinese ‘hard landing’ However, after

a volatile few weeks, markets recovered
as 1t turned out that global econemic
fundamentals appeared to remain
relatively sound

The second nsk, of a broader, deflationary
global slowdown, particutarly in the

Euro area, sharpened in January and
February 2016 The immediate tngger for
a downward [urch in global markets was
a sell-off in Eurozone banking stocks In
pari, this could have been driven by fears
about the mpact of the ECB's negative
interest rate policy on banks' profitability
More generally, a wortry emerged that
central banks and other policymakers are
running cut of scope to combat economic
stagnation and deflation

Partly as a result of last year's market
gyrations, our view i1s that nsks to the
global cutiook have become more tilted
to the downside Vanous organisations,
such as the OECD, IMF and World Bank,
appear to concur But our view 1s that
economic fundamentals reman on a
steady, If unspectacular, footing — a view
borne out by the ‘hard’ data, which have
continued to pont to sustaned economic
growth Consistent with, and in part
because of, the data remaining broadly on
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track, the last few weeks of the financial
year saw equity markets recover most of
their January and February losses
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Financial revieww
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THE TABLE BELOW PROVIDES AN OVERVIEW OF SOME KEY STATISTICS THAT SHOULD BE CONSIDERED
WHEN REVIEWING OUR OPERATIONAL PERFORMANCE

Average
over the
Year Year year 1 April
ended ended 201510
31 March 31 March 31 March
2016 2015 % change 2016
Market indicators
FTSE All share 3395 3 664 {7 3%) 3500
S&P 2 060 2 068 {0 4%) 2033
Nikket 16 759 19 207 {12 7%} 18 844
Dow Jones 17 685 17 776 {0 5%) 17 308
Rates
UK evernight 0 41% 042% 0 46%
UK 10 year 142% 1 68% 1 81%
UK clearing banks base rate 0 50% 0 50% 0 50%
LIBOR ~ three month 053% 057% 0 59%
US 10 year 1 79% 1983% 212%
Commodities
Gold US$1 233/0z | US$H1 188/0z 38% US$1151/0z
Brent cruds ol US$40/bbl US$56/bbl (28 6%) US$49/bbl
Platinum uUstere/oz | US$1 129/0z (136%) US$983/0z
Macro-econcmic
UK GDP (% change over the penod) 22% 28%
UK per capita GOP (£, calendar year) 28 644 28132 18%

Sources Datastream Bloomberg, Office for National Statistics

Investec pl¢ sio (excluding Investec Limited) annual financial staterments 2016
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Key income drivers

We provide a wide range of financial produets and
services 10 a select client base, principally m the
UK We have a immber of other distribution and
origination channels which support our underlymg
core busimesses, for example in Austialia, Beipng,
Channel ]slands, Hong Kong, ]ndla, Ircland,
Smgapore, Switzerland, Tarwan and the USA.

We are orgamsed as a network comprising three
principal busmess divisions Asset Management,
Wealth & Investment and Specialist Banking

There are therefore a number of key

are discussed below and alongside

Key income dnvers

- Fixed management fees as a
percentage of assets under
management

- Vanable performance fees

Income statement — pnmarily

ASSET reflected as
MANAGEMENT _

Fees and commissions

Income impacted pnmanly by

- Movements in the value of the
assets underlying client porticlios

- Performance of portfolios aganst set
benchmarks

= Net flows

Key income dnvers

- Investment management fees levied
as a percertage of assets under
managsment

~ Commissions earnad for executing
transactions for clients

Income statement — pnmanly
reflected as

WEALTH &
INVESTMENT

- Fees and commissions

18 I Investec pic silo {excluding Investec Limited) annual financeal statements 2016

Income impacted pnmanly by

- Movement in the value of assets
undertying client portfolios

- The lavel of nvestment activity
undertaken on behalf of chents,
which, i turn, i affected by, among
other things, the performance of
the global stock markets (which
dnves investment opportunities), the
equity investment risk appetite of
our chents, tax considerations and
marke! hquidity

income drivers for our business which




SPECIALIST
BANKING

F Lr
mnancial review

frontinued)

Key income dnvers

- Lending actwiies

Income statement —
prnmarly reflected as

Net interest income
Fees and commissions

1

Income impacted
prnmanly by

- Size of portfolos

- Clents' capital and infrastructural
investments

- Clent actmty

- Credt spreads

- Shape of vield curve

— Cash and near cash balances

- Net interest ncome

- Trading income arising from
balance sheet management
actvities

- Capttal employed in the business
and capital adequacy targets

- Asset and hability management
policies and nsk appetite

- Regulatory requirements

- Credt spreads

— Deposit and product structunng
and distnbution

— Net interest Incoma
- Fees and commissions

- Distnbuton channels

- Abiity to create innovative
products

- Regulatory requirements

- Credt spreads

- Investments made (including
Iisted and unhsted equities, debt

- Gains or losses on investments
- Dmdends recewed

secunties, investment properties)

— Net interest income
- Investment income

- Macro- and micro-economic
market conditions

- Awallability of profitable exit routes

~  Whether appropnate market
conditions exist to maximise gains
on sale

- Atftractive Investment
opportunities

- Advisory services

- Fees and commissions

— The demand for our specialised
agwvisory senvices, which, in turn,
15 affected by applcable tax,
regulatory and other macro- and
micro-economic fundamentals

- Denvative sales, trading and
hedging

— Fees and commssions
~ Trading income ansing from
customer flow

- Clent actwity

- Market conditions/volatility

— Asset and habylity creation

- Product mngvation

- Market nsk factors, pnmanly
volatiity and iquidity

- Transactional banking serices

- Net interest ncome
- Fees and commissions

—  Levels of activty

- Abilty to create innovative
products

- Appropnate systems
infrastructure

lnvestec plc silo exchuding Investec Limited) annual financeak statements 2016
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An overview of the principal risks relating to our operations

The most matenal and significant nsks we face, which the board and senior management bekeve could have an impact on our
operations, financial performance, viability and prospects are summansed bnefly below wath further datails prowded in section three
of this annual report The board, through its various sub-committees, has performed a robust assessment of these prncipal risks

For additional information pertaining to the management and monitonng of these pancipal nsks, see the references provided Regular
raporting of these nsks 1s made to senior management, the executives and the board at the group nsk and capital comimittes (GRCC)
and board nsk and capital committee (BRCC)

The group's board approved nsk appetite framework 1s provided on page 49 The board recognises even with sound appetite and
judgement that extreme events can happan that are completely outside of the board's control It 1s however, necessary to assess these
events and thair mpact and how they may be mitigated by changing the nsk appetite framework if necessary It 1s policy to regularly carry
out muttiple stress testing scenangs which in theory test extreme, but plausible events and from that assess and plan what can be done
to mitigate the potential outcome

FURTHER
PRINCIPAL KEY MITIGATING INFORMATION
RISKS ACTIONS PROVIDED
Credit and

counterparty nsk

Credit and counterparty * [ndependent credit committees exist tn each geography

nsk 1s defined as the
nsk ansing from an
ohligor's {typically a
clent or counterparty)
faiture 10 meet the
terms of any agreement
thereby resulting In a
loss to the group

whare we assume credit nsk These commiiteas opeérate
under board-approved delegated imits, policies and
procedures

There 15 a high level of executive Involverment and
non-executive review and oversight in the credit
decision-making forums

Our credit exposures are to a select target market
comprising high-income and high net worth individuals,
established corporates, and medium-sized enterprises

Qur nisk appetite continues to favour lower risk, Income-
based lending, with exposures well collateralised and credit
nsk taken over a short to medium term

Investec has a imited appetite for unsecured debt, thus
the credit nsk mitigation technigue most commaonly used
15 the taking of collateral, with a strong preference for
tangible assets

Porttolio reviews (including stress tasting analyses} are
undertaken on all matenal businesses, where the portfolies
are analysed to assess any migration in portfalio guality,
highlight any winerabilities, identify portiolio concentrations
and make appropnate recommendations, such as a
reduction in risk appetite Imits or specific exposures

Pages 5110 77

0
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FURTHER
PRINCIPAL KEY MITIGATING INFORMATION
RISKS ACTIONS PROVIDED
Country nsk
Country nsk refers to * Exposures are only to politically stable junsdictions that we Page 51
the nsk of lending to a understand and have preferably operated in before
counterparty operating + There Is little appetite for exposures outside of the group's
in & particular country pre-existing core geographies or target markets
or the rnsk inherent In . Th it i heral E .
SOVerBIGN exposUIe, 1 & 8 group hmits exposures to perpheral European countries
the nsk of exposure to * In certain cases, we may make use of political nsk insurance
loss caused by events to mihgate exposure where deemed necessary
In other countries
Country nsk covers
all forms of lending
or Investment actmty
whether to/with
indviduals, corporates,
banks or governments
Investment nsk
Investment nsk in + |ndependent credit and investment committees exist ; each Pages 78 to 83
the banking book geography where we assume investment nsk
anses pr|n'1ar||y from * Risk appetite mits and targets are set to limit our exposure
the group’s principal to equity and investment nsk

Investments {private
equity) and property
Investment activities,
where the group
Invests in largely
unlisted companies
and select property
investments, with nsk
taken directly on the
group's balance sheet

* As a matter of course, concentration nsk 1s avorded
and investments are well spread across geographies
and industries

MINIH TADNYNIS
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PRINCIPAL
RISKS

KEY MITIGATING
ACTIONS

FURTHER
INFORMATION
PROVIDED

Market nsk in the
trading bock

Traded market nsk

1S the risk that the
value of a portiolo of
instruments changes as
a result of changes in
underlying market nsk
factors such as interest
rates, equity pnces,
commodity pnces,
exchange rates and
volatilties

* To manage, measure and mitigate market nisk, we have
independent market nsk management teams in our core
geographies where we assume market nsk

* The focus of our trading activities 1s primanly on supporting
clent actmty Our strategic intent 1s that propnetary trading
should be imited and that trading should be conducted
largely to factitate clients in deal execution

* Within cur trading actwities, we act as principal with clients
or the market Market nsk, therefore, exists whera we have
taken on pnncipal positions resulting from market-matang,
underwnting, investments and imited propnatary trading in
the foreign exchange, capital and money markets The focus
of these businesses 1s pnmanly on supporting client activity

* Measurement techniques used to quantify market risk
arising from our trading actvities include sensttvity analysis,
value at nsk (VaR), stressed VaR (sVaR), expected tall loss
(ETL) and extreme value theory (EVT) Stress testing and
scenano analysis are used to simulate extreme condibons to
supptement these core measures

Pages 84 to 87

Liquidity nsk

biquedity nsk 1s the nsk
that, despite being
solvent, we have
insufficient capacity to
fund increases in assets
or are unable to meet
our payment obligations
as they fall due, without
ncurnng unacceptable
losses This includes
repaying depositors

or matunng wholesale
debt This nskis
inherent in all banking
operations and can be
impacted by a range of
institution specific and
market-wide events

+ QOur banking entities in South Afnca and the UK are
nng-fenced from one another and are required to meet the
regulatory hguidity requirements in the junsdictions in which
thay operate

+ We mantain a iquidity bufter in the form of unencumbered
cash, government or rated secunties (tymcally eligible for
repurchase with the central bank), and near cash well In
excess of the statutory requirements as protection against
unexpected disruptions in cash flows

* The mantanance of sustainable prudent lquidity resources
takes precedence over profitability

* Wa target a diversified funding base, avording undue
concentrations by investor type, maturity, market source,
nstrument and currency

* Stable customer deposits must fully fund our core toan book,
with little rehance therefore placed on wholesale funding

¢ The group does not rely on commuitted funding lines for
protection against unforeseen interruptions to cash flow

* The balance shest nsk management team independently
monitors key daily funding metncs and liquidty ratios to
assess potential nsks to the lquidity position, which further
act as early warning indicators of potential normal market
disruption

¢ Daly hquidity stress tests are carned oul

Pages 83 to 92
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FURTHER
PRINCIPAL KEY MITIGATING INFORMATION -
RISKS ACTIONS PROVIDED g |
2
Capntal nsk n
<
g

The nsk that we do not
have sufficient capital
to meet regulatory
requirements or that
capital 1s inefficiently
deployed across the
group

Both the Investec Limited and Investec plc groups operate
an approach to capital management that utilises both
regulatory capital as appropnate to that junsdiction and
internat caprital, which 1s an internal nsk-based assessment of
capital requiremeants

The determination of target capital 1s drniven by our risk
profile, strategy and nsk appetite, taking into account the
regulatory and market factors applicable to the group

At the most fundamental level, we seek to balance our
capital consumption between prudent caprtalisation n
tha context of the group’s nsk profile and optimisation of
shareholder returns

Pages 104 to 118

Qur internal capital framework 1s designed 1o manage and
achieva this balance

The framework has been approved by the board and 18
managed by the DLC capital commuttee, which is responsible
for oversight of the management of capital on a regulatory
and an internal capital basis

Non-trading interest
rate nsk

Non-trading interest
rate nsk, otherwise
known as interest rate
risk in the banking
book, 1s the impact on
net interest earnings
and sensitvity to
economic value as a
result of unexpacted
adverse movements
N interest rates ansing
from the execution

of our core business
strategies and the
delvery of products
and services to our
cusiomers

Non-trading interest
rate nsk in the banking
book s an inherent
consequence of
conducting banking
actvities, and anses
from the prowision of
retal and wholesale
(non-trading) banking
products and services

The management of interest rate nsk in the banking bock
15 centralised within the Central Treasury function Treasury
1S mandated by the board to actvely manage the quidity
mismatch and non-trading interest rate nsk ansing from our
asset and liability portfolios

Pages 95 to 97

Togsther with the businass, the treasurer develops
strategies regarding changes in the volume, composition,
pricing and interest rate characterstics of assets and
labilities to mitigate the interest rate nsk and ensure a ugh
degree of net interest margin stability over an interest rate
cycle These are presented, debated and challenged in the
habiity product and pncing forum and the asset and hability
committee (ALCO}

Our non-trading interest rate nsk policy dictates that long-
term non-trading interest rate nsk 1s matenally eliminated
In accordance with the policy, interest rate swaps are used
to swap fixed deposits and loans into vanable rate in the
wholesale market

The balance sheet nsk managsment team independently
measures and analyses both traditional interest rate repncing
musmatch and net present value (NPV) sensitity to changes
In interest rate nsk factors, detalling the sources of interast
rate exposure

Fvestec pic silo (excluding vestec Limited) annual financid statements 2016
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FURTHER

PRINCIPAL KEY MITIGATING INFORMATION
RISKS ACTIONS PROVIDED
Operational nsk
Operational nsk 1s + Anndependent Group Operational Risk Management Pages 93 to 102
defined as any instance function ensures that operational ngk policies and
where there 1s potential procedures are developed and applied consistently and
or actual impact to effectively throughout the group
the group resuiting + Business unit management, supported by operational
from falled internal nsk managers who operate at a busingss unit level, are
processes, people, responstble for embedding and implementing operational nsk
systems or from practices and policies
ﬁf;;g?sl 2;?;1 J::nc‘ar All personnel are adequately skilled at both a business unit

and a group leval
as well as non-financial
such as customer
detnment, reputational
or regulatory
consequences
Operational nsk
includes key aspects
such as cybersecurity,
informatton secunty,
financial cnme,
technology, and
process falure
Reputational and
strategic nsk
Reputational nsk * We have various policies and practices to mitigate Page 103
13 damage to our raputational nsk, including strong values that are regularly
reputation, name or and proactively remnforced
brand Reputational * Strategic and reputational nsk 1s mitigated as much as
nsk s often associated possible through detalled processes and governance/
with strategic decisions escalation procedures from business units to the board,
made by the board and from regular, clear communication with sharsholders,
and also anses as a customers and all stakeholders

result of other nsks
manifesting and not
being mtigated

* A disclosure and public commurications policy has been
approved by the board

24
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legislation, regutation,
policies, voluniary
codes of practice and
their interpretation in
tha markets in which
we operate can have
a sigruficant impact on
the group's operations,
business prospects,
costs, iquidity and
capital requirements

FURTHER

PRINCIPAL KEY MITIGATING INFORMATION
RISKS ACTIONS PROVIDED
Conduct risk
Conduct nsk means Investec’s approach to conduct nsk is dnven by our values and Page 104
the nsk that detnment philosophies, ensunng that Investec operates in the wholesale
1s caused to the group, arena and markets wrth integnty and puts the well-being of
its customers, its Investec clhents at the heart of how the businass 1s run
counterparties or the Investec ensures that its products and services are scrutinised
market, as a result of and regulary reviewed to (dentdy any 1ssues early on and to
inappropnate execution make sure they are ascalated for appropriate resolution and,
of business actmties where necessary, remedial action

Investec's conduct nsk policy ams to create an environment for

consumer protaction and market integnty within the business,

suppartad with the nght conduct nsk management framework

Customer and market conduct commiteas exist In South

Alnca and the UK, with the objective of ensunng that Investec

maintains a clent-focused and farr outcomes-based cutture
Compliance,
governance and
regulatory nsk
The rnisks of changing Investec remarms focused on complying with the highest Pages 122 to 123

levels of comphiance to prefessional standards and integrity
in each of our junsdictions Our culture 1s @ major compenent
of our compliance framework and 1s supported by robust
policias, processes and talented professionals who ensure
that the interests of our customers and shareholders remain
at the forefront of everything we do

We have independent compliance functions in each of our
core operating junsdictions, which ensure that the group
implements the required processes, practices and policies
to adhere to applicable regulations and legislation

A global compliance forum exists which establishes and
standardises group standards whera applicable

nvestec plc sio {excluding Investec Limited) annual financial statements 2016 i
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FURTHER
PRINCIPAL KEY MITIGATING INFORMATION
RISKS ACTIONS PROVIDED
Legal risk
Legal nsk 15 the nsk * Alegal nsk forum is constituted in each significant legal entity Page 103 I

of loss resulting from
any of our nghts not
being fully enforceable
or from our obligations
not being properly
performed Thig
includes our nghts
and obhgations under
contracts entered into
with counterparties

within the group to ensure we keep abreast of developments
and changes in the nature and extent of our activities, and to
benchmark our processes against best practice

+ We have a central independent in-house legal team with
embedded business units’ legal officers where business
volumes or needs dictate

+ This 1s supplemented by a pre-approved panet of third party
firms to be utiised where necessary

Business nsk

Business risk means
the nisk that external
market tactors create
income volatiity

* The nsk of loss caused by income volatiity i mitigated
through diversification of ncome sources, reducing
concentration of income from any one type of business or
geography and maintaining a flexible cost base

+ Group strategy 1s directed towards generating and sustaining
a dversified Income base for the group

* In the instance where income falls we retain the flexibility to
raduce costs {particularly vanable remuneration), thereby
maintaining a competitive cost to mcoms ratio

Pages 1310 17

26
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FURTHER
PRINCIPAL KEY MITIGATING INFORMATION
RISKS ACTIONS PROVIDED

Environmental, sociat
and economic nsk

The risk that our
lending and investment
actvities grve nse

to unintended

Investec has a broad-based approach to sustainability,
which runs beyond recognising our own footprint on the
environment and includes our many corporate social
investment activities and our funding and mvesting actvities

Page 143 and in our
sustamabilty report

environmental, This 15 not meraly for business reasons but also our

sociat and economic recognition of a broader responsibility to our environment

conseguences and society
Accordingly, sustainability nsk considerations are considered
by the credit committee and investmeant committee when
making tending or invesiment decisions
There s also oversight by the social and ethics commities on
social and environmental 1ssuss

People nsk

The nsk that we may
be unable to recrui,
retain and motvate key
personnel

Woe focus on bulding a strong, diverse and capable
workforce by providing a workplace that simulates and
rewards distinctive performance

Page 143 and n our
sustainabidity report

We invast significantly in a number of opportunities for
developing and upskiling employees, and in leadership
programmes to develop currant and future leaders of
the group

QOur internal people actrities involve dedicated dvisions
such as Human Resources (HR} and Crganisation
Development (OD}, which serve to supplement the ongoing
people focus of our Individual busimess umits

The Investec careers and HR teams are mandated to enable
the attraction, development and retention of talent who can
perform in a manner consistent with our culture and values
0D acts 1o strengthen the cufture of the business, ensure its
values are lived, bulld capability and contnbute to the long-
term sustainabilty of the organisation

Invastec pic sio (excluding Investec Limited) annual financial staterments 2018
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Emerging and other

risks

In addmon to the pnncipal nsks outhned
above, the nsks balow may have the
potential to impact and/or influence our
princtpal msks and consequently the
operations, financial performancs, viability
and prospects of the Investec plc group

A number of these ngks are beyond the
group s control and are considered In

our capiial plans, stress testing analyses
and budget processes, where applicable
These emerging nsks are briefly highlkghted
below and should be read In the context of
our approach to nsk management and our
overall group nisk appetite framework (refer
to section three of this report)

Addittonal isks and uncertanties not
prasently known 1o us or that we currently
deem immaterial may en the future also
negatively Impact our business operations

* Macro-economic and geopohtical
nsks The group Is subject to inherent
nsks ansing from general macro-
economic and geopolitical condiions
In the countnes 1n which it operates,
including In particular the UK as well
as global economic and geopolitical
conditions

A macro-economic overview

o 18 provided on pages 13 to 17,
and the impact of changes in
the external environment during
our financial year 1s discussed
for each of the divisions on
pages 41 to 43

¢ Fluctuations in exchange rates could
have an adverse impact on the
group’s results of operations The
group’s reporting cumency 15 Pounds
Stering Certain of our operations
are conducted by entities outside the
UK The results of aperations and
the financial position of indnadual
companias are reported N the local
currencies of the countnes in which
they are domicited, including Australian
Dollars, Euros and US Dollars These
results are then translated into Pounds
Sterling at the applicable foraign
currancy exchange rates for inclusion
in the group’s financal statements In
the case of the mcome statement, the
weighied average rate for the relevant

penod 15 applied and, in the case of the
balance sheet, the relevant closing rate
15 used Exchange rates between local
currencies and Pounds Sterling have
fluctuated significantly dunng recent
penods

* The group’s borrowing costs and its
access to the debt capital markets
depend significantly on its credit
ratings Rating agencies have, n the
past, altered their ratings of all or a
majonty of the participants in a gven
Industry as a result of the nisks affecting
that industry A reduction in the group's
respective bankung entities long- or
shori-term credit ratings could increase
thewr borowing costs, Imit therr access
to the capital markets and tngger
additional collateral requirements in
denvative contracts and other secured
funding amangements

The group has recently received
rating upgrades as discussed on

page 47

* The group may be exposed to
pension nsk i relation to its UK
operations Pension rsk anses from
obligations ansing from defined benefit
pension schemes where the group
1S required to fund any deficit in the
schemes There are two defined benefit
pension schemes within the group and
both are closed to new business

Refer to page 103 for further
information

* The financial services industry
in which the group operates 1s
intensely competitive The financial
senvices Industry 1s competitive and the
group faces substantial competition in
all agpects of its busingss The group
has developed leading positions in
many of is core areas of actmty, but
does not take competition ightly, and
our strategic objectives continue to
focus on building business depth,
providing the best ntegrated solution
to our clents, and leveraging our
digitisation strategy tn order {0 reman
competive

Refer to pages 13 to 17 for further
information
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An emerging nsk which attracted particutar
attention dunng the year, and which was
Incorporated into our stress tests 1s

* A UK exit from the European Union
A referendum will be held in the UK
on 23 June 2016 on whether the UK
will remain in the European Union
The group taces nsks associated with
a vots to exit the European Union
Far example, because a significant
propertion of the regulatory regime
applicabls to the group tin the UK and
anticipated regulatory reform s derived
from EU directives and regulations,
a vote In favour of the UK exiting
the European Union could matenally
change the legal framework applicable
to the group's UK operations, including
in relation 1o its regulatory capital
requirements In addition, a UK exit
from the European Union could result in
restrctions on the movement of capital
and the mobulity of personnal




Introduction -
understanding our
results

SALE OF BUSINESSES

Dunng the 2015 financial year the group
sold a number of businesses namely,
Investec Bank (Austraha) Limited,
Kensington Group plc and Start Mortgage
Holdings Limited as set out below

Sale of Investec Bank (Australia)
Limited

The sale of Investec Bank (Australia)
bimited's Professional Finance and Asset
Finance and Leasing businesses and s
depost book to Bank of Queensland
bimited was effectve 31 July 2014 for
cash proceeds of £122 milion This
resulted in the deracognition of
approximately £1 7 billion of assets and
approximately £1 7 bidbon of habilities
associated with the businesses sold

We continue to have a presence in
Australia, focusing on our core activities
of Specialised Finance, Corporate
Advisory, Property Fund Management and
Asset Management The remaining
business operates as a non-banking
subsidiary of the Investec group As a
result, we no longer report the activities of
our Australtan businesses separately

Sales of Kensington Group pic and
Start Mortgage Holdings Limuted

On 9 September 2014 we announced

the sala of our UK intermediated

mortgage business Kensington Group plc
{Kensington) together with certan

other Investec mortgage assets to

funds managed by Blackstone Tactical
Opportunsties Advisors L L C and TPG
Special Situations Partners for £180 mdion

Fuancial review

in cash based on a tangible net asset
value of the bustness of £185 million at
31 March 2014 This transaction became
effective on 30 January 2015

On 15 September 2014 we announced the
sale of our Insh intermediated mortgage
busmness Start Mortgage Holdings Limited
{Start) together with certain other Insh
mortgage assets to an affliate of Lone Star
Funds This transaction became aeffective
on 4 December 2014

This resulted n the derecognihon of
approximately £4 1 billon of assets and
approximately £2 billon of external abities
associated with these businesses sold

As part of the sale of Kensington, a final
net settfement amount was patd after the
31 March 2015 year end As a result of
this payment, a further loss before tax of
£4 8 millon was recognised dunng the
current perncd

Impact of these sales on our
operattonal performance

The sales of these businesses have had
a sigrificant effect on the comparabiity of
our financial statutory positron and resufts
As a result, companson on a statutory
basis of the 2016 year-end resufts with
the 2015 year-end results would be less
meaningful

In order to present a more meaningful
view of our performance, additional
management information i1s presented
on our ongoing businesses The
additional information presented on an
ongoing basis excludes stems that, in
management’s view, could distort the
companson of performance between
penods Based on this pnnciple, the
following tems are excluded from
underlying statutory profit to derve
ongoing operating profit

fronfinied)

= Tha results of the businesses sold as
mentioned above

* The remaining legacy business in the
UK {as set out on page 40)

This basis of presentation 1s consistent
with the approach adopted for the year
ended 3t March 2015

A reconciliation between the statutory and
ongoing Income statement 1s provided on
pages 35 and 36

Ivester: pic sdo [exchudng nvestec Limited) annual financial statements 2016 I 29

MIATH TWIONWNIS




AMIAIH THONYNIA

Financial revierw

{eomttnued)

Overview of our siatutory results

Investec plc reporied a 26 9% increase In operating profit before goodwill, acquired intangbles, non-operating tems and taxation and after
other non-controfing mnterests to £182 9 millon for the year ended 31 March 2016 (2015 £144 1 milon) The balance sheet remains strong,

supported by sound capital, leverage and bquidity ratios

Unless the contaxt indicates otherwise, all Income statement comparatives in the review below relate to the statutory results for the year

ended 31 March 2015

Statutory income statement analysis

The overview that follows will ighlight the main reasons for the vanance in the major category Iine tems on the face of the income statement

dunng the year under review

TOTAL OPERATING INCOME

Total operating income before iImpaimment losses on loans and advances of £1 128 million 1s 0 1% higher than the pnor yaar The vanous

components of total operating Income are analysed below

31 March % of total 31 March % of total

£°000 2016 income 2015 income % change
Net interest iIncome 260 945 231% 327 482 29 1% (20 3%)
Net fee and commission income 709 758 62 9% 731097 64 9% 2 9%)
Investment iIncome 62 120 55% (2 210} (0 2%) > 100 0%
Trading income ansing from
- customer flow 92 681 82% 88 259 78% 50%
- balance shest management and other trading

actvities {7 983) (0 7%) {28 186) {2 5%) {71 7%]
Other operating income 10853 1 0% 10 639 09% 20%
Total operating income before impairments 1128 374 100 0% 1127 081 100 0% 01%

The following table sets out Infermation on total operating iIncome before iImparment losses on loans and advances by dvision for the year

under review

31 March % of total 31 March % of total
£'000 2016 income 2015 income % change
Asset Management 276 063 24 5% 269 048 23 9% 26%
Wealth & Investment 256 634 22 7% 250 883 222% 23%
Specialist Banking 595 677 52 8% 607 150 53 9% {1 9%)
Total operating income before impairments 1128 374 100 0% 1127 081 100 0% 01%

% OF TOTAL OPERATING INCOME BEFORE IMPAIRMENTS

“1[

31 March 2016
£1 128 4 mdbon total operating income
before mpaiments

*231% Net nterest ncome:

®629% Net fee and commission ncome

& 55% | Imestment ncome

® 82% Tradkng wicome arising from custormer flow

@ (07%) | Trading ncome ansing from batance shoet
management and other rading sctvibes

& 10% | Other operatng income

\’ll

31 March 2015
£1 127 1 million total operatng incoma
betore impairments

92%1% Net nterest ncoms

@ E49% | Nt feo and COMMISHION NCOMa

® [02%) | Investment ncome

» 8% Tradng rcome adisng from customer dow

@ (25%) | Trading noome ansing from balanca shoot
management and oiher trading activites

® 09% COther operalng Income
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Net interest income

Net interest ncome decreased by 20 3% to £260 9 mibon (2015 £327 5 milion) largely due to a lower return earned on the legacy
portfolios which are runming down and the sales of Investec Bank (Australia) Uimited, Kensingten UK and Start Insh operations  This was
partially offset by strong book growth and an increase in margin earned on earty redemption of loans, reflecung hugher activity levels

31 March 31 March
£'000 2016 2015 Vanance % change
Asset Managemant 290 300 (10) (3 3%)
Wealth & Investment 4 064 6 209 {2 145) (34 5%)
Specialist Banking 256 591 320973 (64 382) (20 1%)
Net interest income 260 945 327 482 (66 537) {20 3%)

o For a further analysis of interest received and inferest paid refer to page 168

Net fee and commission income

Net fee and commisston Income decreased by 2 9% to £709 8 millon (2015 £731 1 milion) largely as a result of lower corporate fees
earned following a strong prior year The deal pipeline has, however, remaned sound This was partially offset by a sound performance from
the private banking business and the asset management and wealth and investment businesses

31 March 31 March
£'00¢ 2016 2015 Vanance % change
Asset Management 275 252 267 11 8141 30%
Wealth & Investment 244 993 238 661 6 332 27%
Specialist Banking 189 513 225325 (35 812} {15 9%}
Nst fees and commissions 709 758 731 097 (21 339) {2 9%)

o For a further analysis on net fee and commission income refer to page 169

Investment income

Investment income increased substantially to a profit of £62 1 milkon (2015 loss of £2 2 millon) as a result of igher earmings from the debt
secunties portfolio and improved results from the Hong Kong portfolio

31 March 31 March
£'000 2016 2015 Vanance % change
Assst Management - - - -
Wealth & Investment 5817 3486 2331 66 9%
Specialist Banking 56 303 {5 696) 61999 > 100 0%
Investment income 62120 (2210 64 330 > 100 0%

o For a further analysis on investment income refer to pages 169 and 170

Trading iIncome

Trading mcome from custemer flow increased 5 0% to £92 7 million (2015 £88 3 million} while trading income from other trading actities
reflecied a Yoss of £8 O miion {2015 loss of £28 2 mikon) due 10 foreign currency losses largety ofiset in non-controfing inlerests as
discussed on page 33

Ansing from customer flow

31 March 31 March
£'000 2016 2015 Vanance % change
Asset Management - - - -
Wealth & Investment 333 895 (562) (62 8%}
Specialist Banking 92 348 B7 364 4984 57%
Trading income ansing from customer flow 92 681 88 259 4422 50%

Ivestec ple silo {exchudng Investec Lirnited) annual financial statements 2016 | 3
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Ansing from balance sheet management and other trading activities

31 March 31 March
£00¢ 2016 2015 Vanance % change
Asset Management 1 656 15801 185 10 3%
Wealth & Investment 236 356 {120) {33 7%)
Specialist Banking (9 B75) {30 043) 20 168 67 1%
Trading income ansing from balance sheet management
and other trading activities (7 983) (28 186) 20 203 71 7%

Other operating income

Other operating income includes associate Income and income earned on operating lease rentals

IMPAIRMENT LOSSES ON LOANS AND ADVANCES

Impairments on loans and advances decreased from £102 7 milion to £84 2 miflon Since 31 March 2015, gross defaults have improved
from £400 1 to £313 9 million The percentage of default loans {net of Impaiments but before taking collateral into account) to net core
loans and advances amounted to 2 19% (2015 3 00%) The ratio of collateral to default loans {net of impairments) remains satisfactory
at 1 18 tmes (2015 1 33 times)

o For further informatton on asset quality refer to page 67

OPERATING COSTS

The ratio of total operating costs to total operating income amounted to 76 7% (2015 79 6%) Total operating costs decreased by 3 6% to
£863 6 millon {2015 £895 & milkon} reflecting a reduction in costs ansing from the sale of certain businesses, partially offset by an ncreass
In headcount and business infrastructure expenses across dvisions to support Increased activity and growth intiatives, and an Increase in

vanable remuneration given increased profitability in certain businesses

The varous components of total expenses are analysed below

31 March | %oftotal| 31 March % of total

£'000 2016 axpenses 2015 expeanses % change
Staft costs {(including dectors' remunaration) {618 475) 71 4% {633 208) 70 6% (2 3%)

Premises expenses (exctuding depreciation) (35 908) 42% (38 039) 4 2% 5 4%)

Equipment expenses {excluding depreciation) (31 328) 36% (30 545) 34% 26%

Business expenses {128 768} 14 9% {142 6889} 15 9% (8 B8%)
Marketing expenses (38012 4 4% (36 336) 41% 46%
Depreciaton and impaiment of property, plant,

equpment and software (11 066} 13% (14 769} 16% (25 1%)
Total operating costs (863 648) 99 8% {895 586) 99 8% {36%)
Deprecabon on cperating leased assets {2 149) 02% {1 535) 02% 40 0%
Total expenses (865 797) 100 0% (897 121) 100 0% {3 5%)
The following table sets out information on total expenses by dmision for the yaar under review

31 March % of total 31 March % of total

£'000 2016 expenses 2015 axpenses % change
Asset Managemant (199 210) 23 0% {193 557) 216% 29%
Wealth & investment {193 507) 223% {194 012) 216% {0 3%}
Spectalist Banking (437 920) 50 6% {473 504) 53 4% {8 7%)
Group costs (35160 41% {30 048) 34% 17 0%
Total expenses {865 797) 100 0% {897 121) 100 0% {3 5%}
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% OF TOTAL EXPENSES
ol

3
» 5
. 2
31 March 2016 31 March 2015
£865 8 millon total axpenses £887 1 milbon total expenses
® 71 4% | Staff costs ® 706% | Siaff costs
® 42% | Pramses & 42% | Premises
® 38% | Equpmem ® 314% | Equpment
® 14 9% | Busness expenses ® 15 9% | Busness axpenses
® 44% | Marketng ® 41% | Marketing
® 13% | Deprecaton ® 16% | Deprecation
® 02% | Depreciation on cperating leased assets ® 02% | Deprocaton on operalng kased assels

IMPAIRMENT OF GOODWILL

There was no iImpairment of goodwill in the current year The impaiment of goodwilt in the prior vear largely relates to the restructure of the
Australian businesses

AMORTISATION OF ACQUIRED INTANGIBLES

Amortsation of acquired intangibles of £14 5 million largely relates to the Wealth & Investmant business and mainly cormpnses amortisation
of amounts attributable to clent relationships

NET LOSS ON DISPOSAL OF SUBSIDIARIES

As part of the sale of Kensington (as discussed on page 29) a fina! net settlement amount was paid after thg 31 March 2015 yearend Asa
result of this payment a further loss before tax of £4 8 millon was recognised dunng the 2016 financal year

NET LOSS ATTRIBUTABLE TO NON-CONTROLLING INTERESTS

Nat loss attributable to non-controlling interests mainly compnses

* £10 3 million profit atinbutable to non-controlling intarests in the Asset Management business

* Areducton of £2 5 million relating to Euro-denominated preferred secunties issued by a subsidiary of Investec ple which were reflected
on the balance sheet as part of non-controling Interests The transaction was hedged and a forex transaction loss ansing on the hedge is
reflected in operating profit before goodwill with the equal and opposite impact reflected in earmings attnbutable to non-controling INterests
These secunties were redeemed on 24 June 2015

Statutory balance sheet analysis
Since 31 March 2015

s Total shareholders’ equity including non-controlling interests) decreased by 9 3% to £ 9 bilkon largely as a result of the redemption of the
preferred secunties (as referred to above)

* Total assets increased by 2 7% to £18 8 billion largely as a result of strong loan book grawth
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Overview of our ongoing results

CONSOLIDATED SUMMARISED ONGOING INCOME STATEMENT

For the year to 31 March 31 March

£'000 2016 2015 Vanance % change
Net interest income 259 105 231 546 27 559 11 9%
Net fees and commission income 706 473 732 489 {26 016) {3 6%)
Investment Income 61627 21304 40 323 189 3%
- custorner flow 93 333 83 534 4799 54%
- balance shest management and other trading actvties (7 743) {27 B03) 20 060 (72 2%)
Other operating (loss)income 10853 10591 262 25%
Total operating iIncome before impairment losses on

loans and advances 1123648 1 056 661 66 987 6 3%

Impairment losses on loans and advances {16 089) {13 678) (2.391) 17 5%

Operating Income 1107 579 1042983 64 596 6 2%

Cperating costs (848 735) (826 890) {21 845) 26%

Depreciation on operating leased assets (2 149) {1294) {855) 66 1%

Operating profit before goodwill, acquired intangibles and

non-operating items 256 695 214799 41 896 19 5%

Loss attnbutable o other non-controling interests 4503 16 856 {12 353) {73 3%)
Profit attnbutable to Asset Management non-controling interests {10 263) (10 053) {210) 21%

Operating profit before taxation 250 935 221 602 29 333 132%

Taxation {50 B54) (47 885) {2 969) 62%

Atinbutable eamings to shareholders before goodwill, acquired

intangibles and nonh-operating items 200 01 173 N7 26 364 152%

Cost to Income ratic 75 7% 78 4%
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RECONCILIATION FROM STATUTORY SUMMARISED INCOME STATEMENT TQO ONGOING SUMMARISED

INCOME STATEMENT

Removal of**

UK legacy
business
For the year to 31 March 2016 Statutory as excluding  Sale assets  Sale assets Ongoing
£°000 disclosed* | sale assets UK Australia business
Net interast income 260 945 1840 - - 259 105
Net fees and commission income 709 758 3285 - - 706 473
Investment income 62120 493 - - 61 627
Trade income ansing from
- customer flow 92 681 (652) - - 93 333
- balance sheet management and other trading actavties {7 983) {240) - - {7 743)
Other operating income 10 853 - - - 10 853
Total operating income before impairment losses
on loans and advances 1128 374 4726 - - 1123 648
Imparment losses on loans and advances (84 217) {68 148) - - (16 069)
Operating income 1044 157 (63 422) - - 1107 §79
Operating costs (863 648) (14 913) - - (848 735)
Depreciation on operating leased assets (2 149} - - - (2 149)
Operating profit/(loss) before goodwill,
acquired intangibles and non-operating items 178 360 (78 335) - - 256 695
Loss atinbutable to other non-controlling interests 4 503 - - - 4 503
Profit attrbutable to Asset Management non-controlling
interasts (10 263) - - - (10 283)
Operating profit/{loss) before taxation 172 600 (78 335) - - 250 935
Taxation* (35 335} 16519 - - (50 854)
Attnbutable earnings to shareholders
before goodwill, acquired intangibles and
non-operating items 137 265 (62 816) - - 200 081
Cost to Income ratio 76 7% 75 7%
Applying Investec plc s effective taxation rate of 19 8%
A Refer to page 153
* = The results of the businesses sold, 1 & Investec Bank {Australia) Limited, the UK Kensington bustness and the Start (Insh)
maortgage business
» The ramaning legacy business
Irvestec pic sio [excludng Investec Limited) annual financial statements 2016 35
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RECONCILIATION FROM STATUTORY SUMMARISED INCOME STATEMENT TO ONGOING SUMMARISED
INCOME STATEMENT fcontenne d)

Removat of**

UK legacy
business

For the year to 31 March 2015 Statutory as excluding  Sale assets  Sale assets Cngoing
£'000 disclosed* sale assets UK Austraha business
Net interast Income 327 482 12 526 71143 12 267 231 546
Net fees and commission income 731 097 756 (4 876) 2728 732 489
investment Incoms {2 210) (16 204) (5 443) {1 867) 21304
Trading income ansing from
- customer flow 88 259 350 (415) {210) 88 534
- balance sheet management and other

trading activities {28 186) 19 (248) {154} {27 803)
Cther operating incorme 10 639 - - 48 10 591
Total operating tncome before impairment
losses on loans and advances 1127081 {2 553) 60161 12812 1 056 661
Impaiment losses on loans and advances {102 707) {83 468) {4 085} (1476) (13678)
Operating Income 1024 374 {86 021) 56 076 11 336 1 042983
Operating costs {895 586) {21 648) {34 245) (12 803) {826 890)
Depreciation on operating leased assets (1 535) - 241) - {1294)
Operating profit/{loss) before goodwill,
acquired intangibles and non-operating items 127 253 (107 669) 21 580 {1 467) 214799
Loss attributable to other non-controlling interests 16 856 - - - 16 856
Profit attnbutable to Asset Management
nan-controling interests (10 053) - - - {10 053}
Operating profit/(loss) before taxation 134 056 (107 669) 21 590 {1 467) 221 602
Taxation* (28 362) 24 010 {4 815) 327 (47 885)
Attnbutable earmings to shareholders before goodwill,
acqulred intangibles and non-operating items 105 694 (83 659) 16775 {1 140} 1737117
Cost to income ratic 796% 78 4%

Applying investec plc s effective taxaton rate of 22 3%
A Refer to page 163
* « The results of the businesses sold. 1 & investec Bank (Australia) bimited, the UK Kensington business and the Start (Insh)
mortgage business
* The remaining legacy business
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RECONCILIATION FROM STATUTORY SUMMARISED INCOME STATEMENT TC ONGOING SUMMARISED
INCOME STATEMENT FOR THE SPECIALIST BANKING BUSINESS

Removal of**
Speciahst UK legacy Specialist
Banking business Banking
For the year to 31 March 2016 statutory as excluding  Sale assets  Sale assets ongoing
£°000 disclosed”| sale assets UK Australia business
Nat interest income 256 591 1840 - - 254 751
Nat fees and commission Income 189 513 3285 - - 186 228
Investment incorne 56 303 493 - - 55 810
Trading income ansing from - - - -
- customer flow 92 348 {652) - - 93 000
- balance shest management and other trading actmities {9 875} {240} - - (9 635)
Other operating (lossyincoma 10797 - - - 10 797
Total operating income before impairment losses on
loans and advances 595 677 4726 - - 590 951
Imparment losses on leans and advances (84 217) (68 148) - - {16 D69}
Operating income 511 460 {63 422) - - 574 882
Operating costs {435 771) {14 813) - - (420 858}
Depreciation on operating leased assets (2 149) - - - (2 149}
Operating profit/loss) before goodwill,
acquired intangibles and non-operating ltems 73540 (78 335) - - 151 875
Loss attnbutable to other non-controling interests 4503 - - - 4 503
COperating profit/loss) before taxation 78 043 (78 335) - - 156 378
Removal of**
Specialist UK legacy Specialist
Banking business Banking

For the year to 31 March 2015 statutory as excfuding Sale Sale assets ongoing
£'000 disclosed”| sale assets asssts UK Austraha business
Net interest Income 320973 12 526 71143 12 267 225037
Net fees and commission income 225 325 756 (4 876) 2728 226 717
Investment income (5 696) (16 204) {5443) {1 867) 17 818
Trading income ansing from
—customer flow 87 364 350 {415) (210} 87 639
- balance sheet management and other trading actmties {30 043) 19 (248) (154} (29 660)
Other operating income 9227 - - 48 9179
Total operating income before impairment losses
on loans and advances 607 150 (2553 60 161 12 812 536 730
Impaiment losses on loans and advances (102 707) (83 468) (4 085) {1 476) (13678)
Operating income 504 443 (86 021) 56 076 11 336 523 052
Operating costs (477 969) {21 648) (34 245) {12 803) {409 273)
Depreciation on gperating leased assets {1539) - (241) - {1 .284)
Operating profit/{loss) before goodwill,
acquired intangibles and non-operating items 24 939 {107 669) 21590 {1 467) 112 485
Loss atinbutable to other non-controling interests 16 856 - - - 16 856
Operating profit/{loss) before taxation 41 795 {107 669) 21 590 {1467 129 341

A Refer to page 167

- = The resufts of the businesses sold, +e Investec Bank (Australia) Limited, the UK Kensington business and the Start

{insh) mortgage business
= The remaning legacy business

Investec plc silo {excluding Investec Limited) arnual financal statements 2016 1

37

MIIAIH TVIONYNLS




AMIIATYH TYIONVNI

Financial reveew

frondunid)

SEGMENTAL BUSINESS ANALYSIS OF OPERATING PROFIT BEFORE GOODWILL, ACQUIRED INTANGIBLES,
NON-OPERATING ITEMS, TAXATION AND AFTER NON-CONTROLLING INTERESTS — ONGOING BUSINESS

For the year to 31 March 2016 Asset Wealth & Specialist Group Ongoing
£'000 Management Investment Banking costs business
Net interest income 290 4064 254 754 - 259 108
Net fees and commission iIncome 275 252 244 993 186 228 - 706 473
Investment income - 5817 55 810 - 61627
Trading Income ansing from

- customer flow - 333 93 000 - 93 333
- balance sheet management and other trading actvities 1658 236 (9 635) - (7 743)
Other operating (loss)/income {1135) 1191 10797 - 10 853
Total operating income befare impairment losses

on loans and advances 276 063 256 634 590 951 - 1123648
Impaiment losses on loans and advances - - {16 069} - (16 069}
Qperating income 276 063 256 634 574 BB2 - 1107 579
Operating costs (199 21Q) (193 507) (420 858) (35160) (B48 735)
Depreciation on operating leased assets - - (2 149) - (2 149)
Operating profit before geodwill, acquired

intangibtes and non-operating items 76 853 63127 151 875 (35160) 256 695
Loss attributable to other non-controling interests - - 4 503 - 4503
Profit attnbutable to Asset Management non-controling

Interests (10 263) - - - {10 263}
Operating profit before taxation 66 590 63127 156 378 (35 160) 250 935
Cost to Income ratio 72 2% 75 4% 715% 757%
For the year to 31 March 2015 Asset Wealth & Specialist Group Ongeoing
£'000 Management Investment Banking costs business
Net interest Income 300 6209 225 037 - 231 546
Net feas and commission Income 267 111 238 661 226 7117 - 732 489
Investment income - 3 486 17 818 - 21304
Trading Income ansing from

— customer flow - 895 87 639 - 88 534
- balance shest managament and other trading actmvities 1501 356 {29 660) - (27 803)
Other operating (loss)/income 136 1276 9179 - 10 531

Total operating income before impairment losses

on leans and advances 269 043 250 883 536 730 - 1 056 661

Impaiment losses on loans and advances - - {13 678} - (13678)
Operating Income 269 048 250 883 523 052 - 1042 983

Operating costs (193 557) (194 012) (409 273} (30 048) (826 890}
Depraciation on operating leased assets - - (1 294) - (1 284)
Qperating profit before goodwill, acquired

intangibles and non-operating items 75 491 56 871 112 485 {30 048) 214 799
Loss attnbutable to other non-controling interests - - 16 856 - 16 856
Profit attnbutable to Asset Management non-controlling

nterests {10053) - - - (10053}
Operating profit before taxation 65 438 56 871 129 341 (30048) 221 602
Cost to income ratio 719% 77 3% 764% 78 4%

i8 I Investac plec silo (excluding Investes Limitad) annual financial statements 2016




Financial revieww

frontinted)

AN ANALYSIS OF CORE LOANS AND ADVANCES TO CUSTOMERS AND ASSET QUALITY — ONGOING BUSINESS

31 March 31 March
£'000 2016 2015°
Gross core loans and advances to customers 7242 345 6 378 070
Total impairments {21 838) {12 391)

Specific mpayments (20 838) (11391)

Portfalio imparments {1 000) (1 000)
Net core loans and advances to customers 7 220 507 6 365 679
Average gross core loans and advances to customers 6810 208 5872862
Total Income statement charge for impairments on core loans and advances {17 806) (7 241)
Gross default loans and advances to customers 49 795 38843
Specific mparments {20 838} {113981)
Portioko impairments {1 0OC} {1 000}
Defaults net of impairments before collateral held 27 957 26 452
Collateral and other credit enhancements 34777 28736
Net default loans and advances to customers {limited to zero) - -
Ratios
Total imparments as a % of gross core loans and advances to customers 0 30% 0 19%
Total impairments as a % of gross default loans 43 86% 31 90%
Gross defaults as a % of gross core loans and advances to customers 0 69% 061%
Oefaults {net of mparments) as a % of net core loans and advances to customers 039% 042%
Net defaults as a % of net core loans and advances to customers - -
Credt foss rato i e income statement impairment charge on core loans as a % of average
gross core loans and advances) 026% 012%

MINTY TVIDNYNIH

* The 31 March 2015 disclosures have been adjusted 1o reflect the alfocation of the portfolio imparment to the legacy portfolio

A RECONCILIATION OF CORE LOANS AND ADVANCES STATUTORY BASIS AND ONGOING BASIS

Removal of**

UK legacy
business
Statutory excluding Ongoing
as disclosed*| sale assets business
31 March 2016 (£'000)
Gross core loans and advances to customers 7 946 793 704 448 7242345
Total impairments {143 191) {121 353) {21 838)
Specific mpairments {121 791) (100 953) {20 838)
Portfolo impairments {21 400) (20 400) (1 000}
Net core loans and advances to customers 7 803 602 583 095 7 220 507
31 March 2015 (£'000)
Gross core loans and advances to customers 7 249 561 871 491 6378070
Total Impamments (188 444) (176 053) {12 391)
Specific imparments {154 262) (142 871) (11 391)
Portfolic impairments (34182) {33 182) (1 000)
Net core loans and advances to customers 7081117 695 438 6365679

A Refer to page 67
** The remaming legacy business
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Financial revieww

{contined)

Legacy business in the UK Specialist Bank

The legacy business in the UK Specialist Bank comprises

* Assets put on the bank’s books pre-2008 where market conditions post the financial cnsis matenally impacted the business mode!
+ Asgsets written prior to 2008 with very low/negative margins

* Assets relating to business we are no longer undertaking

LEGACY BUSINESS - OVERVIEW OF RESULTS

Since 31 March 2015 the group’s legacy portfolio in the UK has continued to be actively managed down from £695 milion to £583 miliien
largely through redemptions and write-offs The total legacy businass over the year reported a loss before taxation of £78 3 milion

(2015 £107 7 million} The remaning legacy portfolio will continue 1o be managed down as the group sees opportunities to clear the
portfolic Management believes that the remaining legacy book will take a further two to four years to clear Total net defaults in the legacy
book amount to £143 million (31 March 2015 £185 millien}

AN ANALYSIS OF ASSETS WITHIN THE: LEGACY BUSINESS

31 March 2016 31 March 2015

Total Total

Tota! net balance Total net balance

assets (after sheet | assets (after sheet

£'million impairments) { impairment | impatments) impairment
Pnvate Bank Insh planning and development assets 23 14 47 50
Other Private Bank assets 560 107 648 126
Total other legacy assets 583 2 695 176
Performing 440 - 510 -
Non-pertorming 143 121* 185 176*

T Included in balance sheet impawments is a group portfolio impairmert of £20 4 millon (31 March 2015 £33 2 mithon) The 31 March 2015 disclosures
have been adpusted to reffect the alfocation of this portfoko impairment 10 the legacy portfoho

EXPECTED RUN-OFF OF LEGACY ASSETS

Total remalning UK fegacy assets

£'milion
5000 — 4856
4000 =
Expected run-off
3000 2815
2188

2000 —

® Oiher corporate assets and
1000 — 695 583 290 secuntisation actmbes

382 ©  Prvats Bank Insh planning and
o . . [ | ®  Gevelopment assets
©  Other Private Bank assats
| 08 12 14 15 16 F17 Fig L
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Financial review

QUESTIONS and answers

Hendrik du Toit
CHIEF EXECUTIVE QOFFICER

> ASSET MANAGEMENT

{rontinucd)

@® Can you give us an
overview of the market
environment in which
you have operated over
the past financial year?

Markets were characternised by weakness
In financial asset prices, especially
emerging market equities and currencies
The weakness in the Rand made a
noticeable impact on our revenues Clients
ara demanding more for the fees they

pay Although attractive and growing, our
industry remains fiercely competitive which
requires ongoing productmvty increases to
ensurg margin retention On top of this,
regufatory initiatives continue across the
globe, requinng addtional investment in
time, resources and reporting

@® What have been the key
developments in your
business over the past
financial year?

In spite of a difficult market environment,
we concluded the yaar with net inflows of
£3 2 bilion which were achieved with good
momentum in the Europe, Amencas and
Asia Pacific clent groups Furthermore,
there was a turnaround in our Afnca client
group which generated positive net flows
over the year, after outflows in the pnor year

We continued to attract and retain the
very best talent In the business while
maintaining stability across our firm We
have made good progress in diversifying
our offenng to the market, thereby
improving the quality of our revenue
stream

Duning the final guarter of the {financial
year, market conditions changed
significantly, which impacted our
investment performance figures negatively
In genera), this was a tough quarter for
active managers However, as long-term
investors using well-tested investment
processes, we are confident that we wall
continue to deliver value for our clients

@® What are your strategic
objectives In the
coming financial year?

Our pnmary objective remains unchanged
we want 1o assist people around the globe
to retire with dignity or mest therr financial
objectves We aim to manage our clients’
money to the highest possible standard
and in kne with their expectations and
product and strategy specifications

We will continue to organicaily develop

our investment capabulities, operate
across channels and approach our growth
sustainably, based on client needs and
medium to long-term targets Over the
coming year, we are particularly focused
on buillding our Advisor business alongside
our successful Insttutional business and
diversifying our growth drvers

Above all, this 1s a people business and for
thus reason, we continue to nvast In our
people and nurture the cuiture that binds
us together

MIIATH TVIDNVNL

@ What 1s your outlook
for the coming financial
year?

We have a long-term honzon and do not
manage our business for the short term
We believa that the opportunity for growth
over the next five years 1s significant

After 25 successful years, our momentum
is positive and we are confident about the
leng-term future of our business

® How do you incorporate
environmental, social
and governance (ESG)
considerations into your

business?

In our role as a global asset manager,

our pnmary goal Is to preserve and grow
the real purchasing power of our chents’
assets over the long term We do this

by assuming a stewardship role which
includes exercising the clent's ownership
rights We believe that each mvestrmant
should be looked at indvadually, but also
that the managers of our various strategies
have the nght to integrate matenal
environmental, social and governance
(ESG) considerations into therr decision-
making In a manner that 1s consistent with
the mandates they have from our clients
This approach benefits both our clients
and the social realms in which we invest
and operate
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QUESTIONS and answers

Sieve Elliott
GLOBAL HEAD

> WEALTH & INVESTMENT

® Can you give us an
overview of the market
environment i which
you have operated over
the past financial year?

The year ended 31 March 2016 was a
challenging one for the global financia!
markets 2015/16 was charactensed by
waeak global growth, a declining ol price,
inflationary and deflationary concerns,
unpradictability around interest rate
trajectones, and not least geopoltical
uncertanty in our regions and the world

Refer to pages 13 to 17 for
further information

® What have been the key
developments in your
business over the past
financial year?

Qur dnve to enhance the digital aspects of
our offering to clienis remains a key feature
for the business currently The substantial
task of bulding our digital channel
(Investec Chck & Invest), which will provide
a discretionary investrnent management
service based on the concept of simplified
adwvice, and was announced In the
previous financial year, 1s continuing to
make good progress

We are looking forward to the launch of this
new offenng which will supplement our cors
nvestment management service and reach
out to indmduals who may not otherwise
have formed part of our traditionat client
base Enhancements to the digital aspects
of our core offering also reman very much
In focus as we seek to ensure that our
bespoke services meet the varying needs of
all of our chents now and in the future

As wa build and enhance our core services
In an increasmngly competitive and regulated
marketplace, it 1s nght that we look to
review those areas of our business which
do not form part of our central offenng
Dunng the year, we have completed ar have
commenced the discontinuation of

a number of small non-core efements of
our UK offenng Thase include the disposal
of the UK's small fund management
operation and certain specralist Investment
services, which were acquired in 2012

as part of the wader Wilkams de Broe
business, aleng with Venture Capital Trust
management sernices

The level of regulatory pressure remans
high in the UK marketplace tor nvestment
management businesses and consolidation
n the sector continues We have mantaned
our appetite to pursue gpportunities to
recrult expenenced Investment managers
who are attracted by the strength of our
offenng, where they share our cutura and
values and have the ability to contnbute to
1the future success of the business

We remain focused on delivering the high
standards of clent servica on which our
strategy for organic growth Is built, along
with iIncreas:ng the appeal of our services
to a wider potential chent base through
Iniiatives such as our Private Office serice
and coordination of our services with those
of tha Investec Pnvate Bank

@ What are your strategic
objectives in the coming
financial year?

Reaching key milestones in the development
and launch of our digital offenng remains a
key objective for the forthcorming financial
year as we move closer to the launch of the
Click & Invest service

The business remains committed to the
development and expansion of ts financial
planrung capabiity and we continue to see
this as a key and increasingly ymportant
part of our serace, as the complexty of
the personal financial world continues to
Increase

Broadening our international presence

In a measured and evokrionary way 1S
something we are continuing to pnontise
The launch of our Asian operation hosted
by the group's existing Heng Kong
presence has now been completed and we
look forward to achieving measured growth
in this new offenng over the coming year
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The inwhal focus will be on the expatnate
market via professional advisors, over time
we look to broaden both our offering and
clhent base We also remain committed to
our internationatisation programme with
Switzerland as one of the service centres
for our nternational clients

The Wealth & Investment tearm in Dubln

15 integrated within the global investment
process to ensure that we can meet the
requirements of clients m a growing Insh
economy We continue to expand our
regional presence In Ireland, with our
operations represented at the Investec Cork
offices launched dunng February 2016
The continued success of our core
business I1s buit on achieving and
maintaining high and consistent standards
of client service, supported by a robust
and welt-resourced research capability and
investment process QOur strategic prionties
for the forthcoming financial year include
mitiatives which focus on the continuous
development of these mportant areas

The past financial year has been marked
by a penod of turbulence in the financial
markets Wa have built a business that has
proved its resiienca to adverse conditions
In the past and we remain focused on
those aspects of our business which dnve
and maintan us throughout penods of
Increased uncertainty

@® What 1s your outiook
for the coming financial
year?

We continue to be mindful of the nsk
factors which remain in the global and
domestic economies

We are however confident in our strategy
to invest for the future success of the
business while remaining focused on

the restlience of our business model to
provicie tha balance that will optimise

the performance of the business, over
both the short and longer terms, while
continung to ensure that we deliver the
most surtable chent outcomes
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QUESTIONS and answers

David van der Wali
Ciaran Whelan

GLOBAL BUSINESS LEADERS

~> SPECIALIST BANKING

{continied)

M3INTY VIONVYNIA

® Can you give us an
overview of the market
environment in which
you have operated over
the past financial year?

The year ended 31 March 2016 was a
challenging one for the global financial
markets 2015/16 was charactensed by
weak global growth, a declining ol pnce,
inflationary and deflationary concerns,
unpredictabilty around interest rate
traectonas, and not least geopolitical
uncertainty In our regions and the world

Refer to pages 13 to 17 for
further information

@ What have been the key
developments in your
business over the past
financial year?

Notwithstanding the volatile markets, the
Specialst Bank enjoyed high levals of
activity and had a solid performance across
the board

Asset growth was well spread with no
concentrations n any particular area
Overall property exposure reduced as a
percentage of our book In kne with our
plans and the legacy book continued to
recjuce ahead of plan

Although M&A actmvity was down on a
relative basis, we were ranked number
one in the mid-cap market for the number
of deals and number four by value In
addrion, we recetved a number of awards
recognising our performance in the FX,
structured products, asset finance and
corporate lending businesses

A number of credit rating agency upgrades
were given in recognition of our good
progress

The Private Banking dmsion continued to
make progress in buldng its UK franchise

and developing its client base We have
changed our target market to focus on
high net worth and high-income earners
rather than a more general focus on
professionals We strengthened our direct
and intermediary business channels, which
resutted in record levels of new mortgage
onginations and acquisition of wgh net
worth private clients

The structured property finance business
continued fo successfully support selected
high net worth seasoned property
investors and developers Transaction
volumes remained heaithy and a number
of joint venture projects were successfully
concluded

® What are your strategic
objectives in the coming
financial year?

We will continue with our existing strategy of
bulding and developing our client franchises
with the pnmary focus on entrepreneurs,
corporates and high net worth clients The
focus 1s on growing the client base and
ensurnng continued high levels of senace to
existing clients across our offenng

Wa will continue building out the
infrastructure required to ensure our
technology and digital offering matches the
high standards of service we are targeting

In ine with our ambition to grow the

client base, we will be investing in vanous
marketing strategies to ensure we reach our
prospective clients

@ What 1s your outlook
for the coming financial
year?

The emaronment remains very volatle for
both macro-economic and political reasons
Despite this, we are continuing to meet our
objectives and if the status quo continues,
we would expect to see good top line

growth, which is to some extent offset by
the investment in building out the prvate
banking franchise

In the event of a Brexit or failure of economic
policy we would expact to see a significant
slowdown in activity which would impact
results negatively

® How do you incorporate
envirecnmental, social
and governance (ESG)
considerations into your
business?

We continue to focus on developing our
people and investing in our coMmMuNiies
and the environment, recenving a number
of awards for our efforts in the past year
We are a finalist in the Business Charity
Awards 2016 for communrly impact for
our partnership with the Bromiey by Bow
Beyond Business incubator With our
support, the programme has launched
over 60 new social enterpnse businesses
creating over 330 new jobs and generating
combined annual turnover of over £5 milion
We have also been highly commended on
the Business Chanty Awards Partnership
{Financial Senaces) and Community Impact
categones, for the Beyond Business
programme Our 2 Gresham Street office
waon our ninth Platinum award for our
wasta management in the City of London
Corporation’s Clean City Award Scheme
We continug to raise awareness around
envronmental concerns with staff through
Team Green which was extended to

17 ¢f our 19 offices in the UK as well as
our Dublin office Further, voluntesnsm
remains core to our values and community
efforts and through employees’ ongoing
support of the Amherst School intiatve we
have volunteered over 50 days per ygar
consistently for the past six years amounting
to approximately 2 100 hours overall
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Overview of disclosure

requirements

Risk disclosures provided in ing with the
requirements of International Financial
Reporting Standard 7 Financial Instruments
Disclosures (IFRS 7) and disclosures on
capital required by International Accounting
Standard 1 Presentaton of Financial
Statements {(IAS 1) are included within this
saction of the annual report on pages 48
to 119 with further disclosures provided In
the annual financial statements section on
pages 145 to 236

All sections, paragraphs, tables and graphs
on which an audit opinion s expressed on
are marked as audited

Information provided in this section of
the annual report 1s prepared on an
Investec pic consolidated basis unless
otherwise stated

The nsk disclosures compnse the majorty
of the bank's Pillar lIl disclosures as required
under the Capital Requirements Regulation
pertaining to banks in the UK

Statement from the
chairman of the
Investec DLC group risk
and capital committee

PHILOSOPHY AND APPROACH
TO RISK MANAGEMENT

The board nsk and capital committee
(compnising both executive and non-
executive directors) meets six times

per annum and approves the overall

nsk appeitte for the Investec group

The group's nsk appetite statement sets
broad parameters relating to the board's
expectations around performance, business
stability and nsk management The board
ensures that there are appropnate
resources to manage the nsk ansing from
running our businesses

Our comprehensive nsk management
process involves dentifying, quantifying,
managing and mitigating the nsks
associated with each of our businesses

Risk management

Risk awareness, control and comphance
are embedded in all our day-to-day
actnvities We seek 1o achieve an
appropnate balance between nsk

and reward, taking cognisance of all
stakeholders interests A strong nsk and
capital management culiura ts embedded
nto our values

Group Risk Management monitars,
manages and reports on our nsks to ensure
that they are within the stated nsk appetite
mandated by the board of directors through
the beoard nsk and capital committee

We monutor and control nisk exposure
through independent Credit, Market,
Liquidity, Operational, Legal Risk,
Internal Audit and Compliance teams
This approach 1s core 10 assuming a
tolerable nsk and reward profile, helping
us to pursue controlled growth across
our business

Group Risk Management operatss wathin
an integrated geographical and divisional
structure, in ine with ocur management
approach, ensunng that the appropriate
processes are used 1o address all nsks
across the group There are specialist
dmsions in the UK and smatller nsk divisions
In other regions tasked with promoting
sound nsk management practices

Risk Management units are locally
responsive yet globally aware This helps
to ensura that all intiatives and businesses
operate within our defined nsk parameters
and chjectives, continually seeking new
ways to enhance techniques

We belleve that the risk management
systems and processes we have in place
are adequate to support the group’s
strategy and allow the group to cperate
within its nsk appetite tolerance as set out
on page 49

This section of our annual report, explans
In detall our approach to managing our
business within our nsk appetite 1olerance,
across all pnncipal aspects of nsk

.

Group Risk
Management
objectives are lo:

* Bathe custodian of adherence to
our nsk management culture

* Ensure the business operates within
the board-stated nsk appatie

* Support the long-term sustainability
of the group by prowiding an
established, independent framework
for identifying, evaluating, monrtorng
and mihigating nsk

+  Set, approve and monitor
adherence to nsk parameters and
Iimits across the group and ensure
they are implemented and adhered
to consistently

* Aggregate and monitar our
exposure across nsk classes

* Coordinate nsk managerment
actmities across the organisation,
covenng all legal entities and
junscictions

» Gwve the boards reasonable
assurance that the nsks we
are exposed o are entified
and appropnately managed
and controlled

* Run appropnate nsk committeas,
as mandated by the beard
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Risk management

frontinued)

A SUMMARY OF THE YEAR
IN REVIEW FROM A RISK
PERSPECTIVE

Executive management s mtimately
involved In ensunng stnngent management
of nsk, hquidity, capital and conduct Wa
continue to seek to achieve an appropnate
batance between nsk and reward In

our business, taking cognisance of all
stakeholders’ interests

Notwithstanding a challenging and
uncertain ervironment experienced,
tnvestec plc was able to mantain sound
nsk metncs throughout the year in review
Investec plc remained within the majority
of its nisk appetite imits/targets across the
vanous nsk disciplines with any exceptions
noted and approved by the board Qur
nsk appetite framework as set out on
page 49 continues to be assessed In

Ight of prevaitng market conditions and
group strategy

Qur credit exposures are to a select target
market comprising high-tncome and

high net worth indviduals, established
corporates, and medium-szed
enterprises Our nisk appetite continues
to favour lower risk, income-based
lending, with exposures well collateralised
and credit nsk taken over a short to
medium term These target clients have
remained active during the financial year,
and have displayed a level of resillence,
seeking out opportunities, despite the
volatility in the markets

QOur core loan book remains well diversified
with commercial rent producing property
loans compnsing approximately 14% of
the book, other lending collateralised by
property 14%, high net worth and private
chent lending 18% and corporate lending
54% {wrth most industry concentrations
well below 5%) Qur focus over the past
few years o realign and rebalance our
portfollos In hine with our nsk appetite
framework Is reflected in the relative
changes in asset classes on our balance
sheet, showing an Increase In prvate
client and comporate and other lending,
and a reduction in lending collateralised by
property as a proportion of our book

Net core fcans and advances grew by

10 5% from £7 1 billon at 31 March 2015
to £7 8 billion at 31 March 2016, largely
as a result of solid growth in our diversified
corporate lending and hugh net worth and
other pnvate client lending actvities

Our legacy portiolio has baen actrvely
managed down from £695 million at
31 March 2015 to £583 million largely
through rademptions and write-offs
{notably on the Insh portfaito)

We will continue to manage this portfolio
down, although we remain cautiously
oplimistic in this regard and our view 1S
that the remaining legacy book will still
take two to four years to clear as explained
in detall on page 40

Impairmenis on loans and advances
decreased from £102 7 millon to

£84 2 milkon The credit loss ratio
mproved dunng the year to 1 13%, with
the bulk of impairments taken on the
lagacy porttolio Our credit losses on our
core 'ongoing’ book remain low at 0 26%
Since 31 March 2015 gross defaults
have improved from £400 1 milion to
£313 9 millon The percentage of default
loans {nat of mpairments but before
taking collateral into account) to core
loans and advances amounted to 2 18%
{2015 3 00%) The ratio of collateral

to default leans [net of impairments)
remains satisfactory at 1 19 times

(2015 1 33 timas}

Qur investment portfolios delivered a
sound performance Overall, we remain
comfortable with the performance of our
equity investment portfolios which compnse
3 56% of total assets

Proprietary markat nsk within our trading
portfolio remains modest with vatue at nsk
and stress testing scenanos remaining

at prudant levels Potential losses that
could anse in our trading bock portfolio
when stress tested under extreme market
conditions {i e per extreme value theary)
amount 1o less than O 2% of total operating
ncome

Investec plc has continued to maintain a
sound balance sheet with a low geanng
ratio of 10 0 times and a core ipans to
equity ratio of 4 1 times Our current
leverage ratio 1s at 6 7%

We have always held capttal In excess of
regulatory requirements and we intend to
perpetuate thus philosophy Al our banking
subsidianes mest current internal targets
for total capntal adequacy We did not

meet our mternal target for our common
equity tier 1 ratio to be in excess of 10%
for Investec plc, as a result of solid growth
In credi nsk-werghted assets dunng the
yvear Capital continued to grow and we are
comfortable that credit growth 1S in line with
our nsk appetite framework and supported
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by sound nsk metncs We believe that a
common equity tier 1 ratio in excess of 10%
1S approprate for our business, gven our
high leverage ratios and we will continug

to build our business in a manner that
achieves this target

Holding a high level of readily avatable, high
quality iguid assets remans paramount

N the management of our balance sheet
We continue to maintain a low reliance

on Intarbank wholesale funding to fund
core lending asset growth Cash and near
cash balances amounted to £5 1 bilion at
vear end, reprasenting 47 0% of customer
deposits

QOur strategy to normalise balance sheet
liquidity levels following the strategic sales
In the last quarter of the previous financial
year was acheved by mid-year through a
combination of asset growth and liability
management Our loan to depostt ratio 1s
at 72 2% Our weighted average cost of
funcing over the year continued to decrease
and we comfortably meet Basel iquidity
requirements for the Liquidity Coverage
Ratio (LCR) and Net Stable Funding Ratio
{NSFR)

We continue to spend much time and
effort focusing on operational, reputational,
conduct, recovery and resclution nsks
Dunng the year a custorner and market
conduct committee was established, with
the objectve of ensuring that Investec
maintains a chent-focused and farr
outcomeas-based culture

Financial and cybercnme remain high
prionties, and Investec continually ams
to sirengthen its systems and controls in
order to meet its regulatory obligations to
combat money laundenng, bnbery and
comuption

Investec’s stress testing framework Is
well embedded in Its operations and (s
destgned to identify and regularty test the
group's key “vulnerabilities under stress’
A tundamental part of the stress testing
process Is a full and comprehensive
analysis of all the group's matenal business
actvities, incorporating wiews from Risk,
the business and the Executve — a
process called the ‘bottom-up’ analysis
Resulting from the 'bottom-up' analysts,
the Investec-specific stress scenancs are
designed to specifically test the unique
attnbutes of the group's portfolio The
key 1s to understand the potential threats
to our sustainability and profitability and
thus a number of nsk scenancs have
been developed and assessed These




Investec-specific stress scenanos form

an integral part of our capital planning
process The stress testing process also
informs the nsk appetite review process
and the management of nsk appetite imits
and s a key nsk management tool of the
group This process allows the group

to identify underlying nsks and manage
them accordingly

Dunng the year, Investec continuad to
enhance s stress testing framework
Gven the volatilty and uncertainty in the
markst, a number of new stress scenarios
were incorporated Into our processes,
included In these, for axample, was
‘Brexit’

The board, through iis various nsk and
capital committees, continued to assess
the impact of its principal nsks and the
abovermentioned stress scenanos on

its business The board has concluded
that the group has robust systems and
processes In place 1o manage these
nsks, and that while under a severs strass
scenang, business actiity would be very
subdued, the group would continue to
maintain adequate iquidity and capiial
balances to support the continued
operation of the group Our viability
statement 1s provided on pages 129

and 130

Rish management

We were very pleased to receve a number
of credit rating upgrades dunng the pencd
We believe these rating upgrades are a
reflection of the progress we have made
over the past few years in simplitying

and densking our business, mantaning
sound capital and high liquidity ratios,
and managing credit nsk metncs at
tolerable levels

CONCLUSION

The current regulatory and economic
enwironment continues to prove
challenging to our business, however,
we are comfortable that we hava
robust nsk management processes
and systems in place which provide

a strong foundation to the board and
the business to manage and mitigate
risks within our nsk appetite tolerance
framework

Signed on behalf of the board

/ﬁ/
Stephen Koseff

Chairman of the investec DLC group nsk
and capital committee

15 June 2016
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Risk man agement

{ronitnued)

Salient features
A summary of key nsk indicators 15 provided in the table below

Year to 31 March 2016 2015
Net cora loans and advances (£'million} 7804 7061
Totat assets {£'milion} 18757 18 272
Total nsk-weighted assets (£'million) 12 297 11608
Total equity (£ million} 1881 2074
Cash and near cash (£'milion) 5082 5039
Customer accounts {deposits) {£'milkon) 10 809 10 306
Gross defaulis as a % of gross core loans and advances 395% 552%
Defaults {net of impairments) as a % of net core loans and advances 219% 300%
Net defaults (after coltateral and imparments) as a % of net core loans and advances - -
Credt loss ratio” 113% 116%
Structured credit investments as a % of total assets 189% 192%
Banking book investment and equity nsk exposures as a % of total assets 3 56% 344%
Level 3 (far value assets) as a % of total assets 363% 4 32%
Traded market nsk one day value at nsk {C"million} 05 o7
Core toans to equity ratio 4 1% 3 4x
Total geanng ratic™* 10 0x 8 8x
Loans and advances to customers to customer deposis 722% 68 5%
Capital adequacy ratio® 14 7% 16 2%
Tier 1 ratio® 10 3% 11 4%
Common equity tier 1 rato® 93% 97%
Leverage ratio® 67% 7 4%
Return on average assets* 071% 044%
Return on average nsk-waighted assets’ 110% 072%

Income statement imparment charge on core loans as a percentage of average advances

Total assets to fotal equity

Where return represents operating profit after taxation and non controlling interests and after deducting prefarence dnadends but before goodwilf

acquired intangibles and non-operating ttems Average balances are calculated on a strawght-hne average

Takes nto account the deduction of foreseeable dividends as discussed on page 113
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Risk management

Overall group risk appetite

Tha group has a number of board-approved nsk appetite statements and policy documents covenng our nsk tolerance and approach to our

feontinued)

prncipal aspects of nsk In addiion, a number of committees and forums identify and manage nsk at a group level The group nsk appetite
statement and framework sets out the board's mandated nsk appetite The group nsk appetie framework acts as a guide to determine the
acceptable nsk profils of the group by the owners of the group's capital The group nsk appetite statermnent ensures that irmits/targets are
applied and monttored across all key operating junsdictions and legal entites The group nsk appetrte statement 1s a high-level, stratagic
framewark that supplements and does not replace the detailed nsk policy documents at each entity and geographic level The group nsk
appetite framework 1S a function of business strategy, budget and capital processes, our siress tasting reviews and the regulatory and
economic environment in which the group 1s operating The group nsk appetite framework 1S reviewed (in light of the above aspects} and
approved at least annually or as business needs dictate A documented process exists where our nsk profils 18 measured aganst our nsk
appstite and this positioning 1s presented to the group nsk and captal committee and the board nsk and captal committes

The tabte below provides a high-level summary of Investec plc's overall nsk tolerance framework

INVESTEC PLC RISK APPETITE AND TOLERANCE METRICS

We seek to maintain an appropnate balance between revenue earned
from capital ight and capital Intensive actvities [deally the split in
revenue shauld be 50 50, dependent on prevaling market conditions

We have a sohd recumng income base supported by dversified
revenue sireams, and target a recumng income ratio in excess of 65%

We seek to maintain strict control over fixed costs and target a group
cost to ncome ratio of below 70%

We aim 10 build a sustainable business generating sufficient return
to shareholders over the longer term The Investec group targets a
long-term return on equity ratio range of between 12% and 16%,
and a return on nsk-werghted assets in excess of 1 2%

We are a lowly leveragad firm and target a leverage ratic m all our
banking subsidianes in excess of 6%

Wa intend to maintain a sufficient tevel of capital to satisty regulatory
requirements and our internal target ratios We target a capial
adequacy ratio range of between 14% and 17% on a consolidated
basis, a minmum ter 1 ratio of 11 0% and a common equity tier 1
ratio above 10 0%

We target a diversified loan portfolio, lending to clents we know and
understand We mit our exposure {0 a single/connected indmwidual
or company o 7 5% of common equity tier 1 capital {up to 10%
approved by the relevant board committee) We also have a number
of nsk tolerance Imits and targets for specific asset classes

There 15 a preference for primary exposure n investes plc’s man
operating geography (| e the UK} We wall accept exposures where
we have a branch or local banking subsichary and tolerate exposures
to other countnies where we have daveloped a local understanding
and capability or we are faciitating a transaction for a client who
requires facihties 1n a foreign geography

The leve! of defaults and impairments continues to improve and
we target a credt loss charge on core loans of less than 0 5% of
average core advancas (less than 1 75% under a weak economic
environment/stressed scenano}, and we target defaults net of
imparments less than 2% of total core loans (less than 4% undar
a weak economic environment/stressed scenano)

We carry a high leved of liquidity in all our banking subsidianes in
order to be able to cope with shocks 1o the system, targeting a
minimium cash to customer deposit ratio of 25%

We have modest market nsk as our trading actvities pnmanly focus
on supporting client actmty and our appetite for propretary trading 1s
imted We set an overall tolerance level of a 1 day 95% VaR of less
than £5 mithon

We have moderate appetite for invastment nsk, and set a nsk
tolerancs of less than 30 0% of total trer 1 capital for our unlisted
prncipal investment portfolo

Our operational nsk managemant team focuses on improving
business performance and compliance with regulatory requirements,
through review, challenge and escalation

We have a number of policies and practices in place to miugate
reputational, legal and conduct nsks

INVESTEC PLC POSITIONING AT 31 MARCH 2016

Capital ight actvities contnbuted 64% to total operating
income and capital intensive actmties contributed 36%

Recumng income amounted to 71 2% of total operating
Income

The cost to income ratio amounted to 76 7%

The Investec group's return on equity amounted to 11 5%
and its return on nsk-weightad assets amounted t0 1 34%

We achieved this internal target, refer to page 116 for furthear
nformation

We mest our total caprtal targets, however we have not

mat our common equity targets due to strong growth in
credit nsk-weighted assets, refer to page 116 for further
information

We maintained this nsk tolerance level in place throughout
the year

Refer to page 76 for further information

The credit loss charge on core loans amounted to 1 13%
and defaults net of imparments amounted to 2 19% of total
core loans Refer to page 67 for further information

Total cash and near cash balances amounted to £5 1 billon
representing 47 0% of customer deposits Refer to page 91
for turther information

Wa meet these internal bmuts, refer to page 85 for further
mniormation

Our unhsied investment portfolio 1$ £363 milkon, represeniing
27 6% of total tier 1 capital Refer to page 80 for further
mformation

Refer to pages 99 to 102 for further information

Refer to pages 102 and 104 for further information
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Risk management

(e oretrnneed)

Risk management framework, committees and forums

A number of commitieas and forums identify and manage nsk at group level, as shown in the diagram below These committees and forums
operate together with Group Risk Management and are mandated by the board

Investec plc (PLC) and Investec Limited (INL) board of directors <—

T

DLC remuneration DLC audit w?;‘g[?;’g":g:;’ﬁ DLC board nsk and DLC social and Group investment
commitiee committees capital committee ethics committee committee
committee
N TS T e | | T J 1
[ T 1 : NS NS hvd NS N
PLC PLC INL . DLG capital Group legal :);(ecutwe Group n::iand C::o!mer :ndi
] i j ) . itos fisk farums sk review capr market conduc
Audit Prudential, audit and Audit \ comm forem committee committee
sub-committees conduct commiltee sub-committces
; |
~ ~ ~ . o v
I | | ; Global Deal forumv/ Stress
i forums/ new product testing
Audit and eompliance : committees forum warkshop

implementation forums

Bl

Global credit committee
Global market risk forum
Group assot and lability commitioes

Group operational risk committees
Global IT steering committee

Compliance < i
Global compliance torum

Stakeholders <

{employees, sharcholders, government, regulatory bodies, clients, suppliers, cammunities)

In the sections that follow the following abbrewviations are used on numerous occasions
ALCO  Asset and liabiity committee ERRF
BCBS  Basel Commitiee of Banking Supenasion FCA
BIS Bank for International Settlements FsSB

Executive risk review forum
Financial Conduct Authonty
Financial Services Board

Bok Bank of England GRCC  Group nsk and capital committee
BRCC  Board nsk and capital committee PACC  Prudential audit and conduct committes
ECB European Central Bank PRA Prudential Regulation Authonty

EBA Eurgpean Banking Authonty
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An overview of
principal risks

In our dally business actmties, Investec
enters nto a number of nsks that could
have the potential to affect our business
operations, financtal perforrmance and
prospects

These principal nsks have been
highhghted on pages 20 to 27

The sections that follow provide information
on a number of thasa nsk areas and how
the group manages thesa nsks

Addona! nsks and uncertainties that are
currently considered immatenal and not
included in this report may in the future
impact our business operations and
financial performance

Credit and counterparty
risk management

CREDIT AND

COUNTERPARTY ﬁ
RISK DESCRIPTION

Credit and counterparty nsk 15 defined as
the nsk ansing from an cbligor's (typicaly

a clent or counterparty) fallure to meet

tha terms of any agreement Credit and
counterparty nsk anses when funds

are extended, committed, invested, or
otherwise exposed through contractual
agreements, whether reflected on- or off-
balance sheet

Credit and counterparty nsk anses primarily
from three types of transactions

= Lending transactions through loans and
advances to clients and counterpartias
creates the nsk that an obligor will be
unable or unwiling to repay capial
and/or interest on loans and advances
granted to them Thus category includes
bank placements, where we have placed
funds with other financial institutions

¢ Issuer nsk on financial instruments
where payments due from the 1ssuer
of a financral nstrument will not be
recened

« Trading transactions, gmng nse to
settlerment and replacement nsk
(collectively counterparty nsk)

- Setttement nsk Is the nsk that
the settlement of a transaction
does not take place as expected
Qur definition of a settlement debtor
1s a short-term recewvable (i & less
than two days) which 1s excluded

Risk man agement

from credit and counterparty nsk due
to market guaranteed settliement
mechanisms

- Replacement nsk 1s the financial cost
of having to enter into a replacement
contract with an alternative market
countemarty, following defautt by the
ongnal counterparty

Country nsk refers to the nsk of lending to a
counterparty operating in a particular
country or the ask inherent In sovereign
exposure, | e the nsk of exposure to loss
caused by events in other countnes
Country nsk covers all forms of lending

or investment actmty whether tofwith
indmaduals, corporates, banks or
governments This can include geopoltical
nsks, transfer and convertibility nsks, and
the impact on the borrower's credit profile
due to local economic and poltical
conditions

To mitigate country nsk, thera is a
preference for pnmary exposure in the
group's main operating geographies The
group will accept exposures where we
have a branch or local banking subsidiary,
and tolerate exposuras to other countries
where we are faciitating a transaction for
a chant who requrres faciities in a foreign
geography and where we have developed
a local understanding and capabilty

Investec's credrt nsk appetite with regard
to country nsk is charactensed by the
following prnciples

¢ Preference 1s to have exposure only
to politically stable junsdictions that
we understand and have preferably
operated i before

» There s no specrfic appetite for
exposures cutside of the group s
pre-existing core geographies or
product markets

* The legal emvronment should be tested,
have legal precedent in line with QECD
standards and have good corporate
governance

* Incertain cases, country nsk can be
mitigated by taking out political nsk
insurance with surtable counterparties,
where deemed necessary and whers
considered economic

While we do not have a separate country
nsk committee, the local and global
credit committees as well as investment
commiitees and ERRF will consider,
analyse and assess the appropnate
imits to be recorded when required, to
assume exposure to foreign junsdictions
The local group credit committee has the
authonty to approve country imits within

{eonttied)

Independent credit
conuniltees manage,
measure and
mitigate credit and
counterparty risk

mandate The global credit committee,
g'obal investment committee or ERRF Is
responsible for approving country limits that
ara not within the mandate of local group
credit committeas

The relevant credit committees within
Investec will also consider wrong-way

nsk at the time of granting credit imits to
each counterparty In the banking book
envirenment, wrong-way nsk occurs
whera the value of collateral to secure

a transaction, or guarantor, Is positively
correlated with the probability of defautt

of the borrower or counterparty For
counterparty credit nsk resulting from
transactions in traded products (such as
OTC derwatives), wrang-way nsk is defined
as exposure to a counterpariy that 1s
adversely comretated with the credit quality
of that counterparty It anses when default
nsk and credit exposure increase together

Credit and counterparty nsk may also anse
in other ways and it 1s the rola of the global
nsk management functions and the vanous
Independent cradit committees to identify
nsks falling outside these definttions

CREDIT AND COUNTERPARTY

RISK GOVERNANCE ﬁ

STRUCTURE

To manage, measure, monitor and mitigate
credit and countarparty nsk, independent
cradit committess exst in each geography
where we assume credit nsk These
committees operate under board-approved
delegated mits, policies and procedures
There is a hugh levet of executive involvernent
and non-executive review and oversight in
the credit decision-making forums It 1s our
policy that all centralised credit committees
are compnsed of voting members who are
independent of the onginating business uni
All decisions to enter into a transaction are
based on unanimous consent
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Risk management

frentinied)

Our assessment of
our clients includes
consideration of
their character

and mtegrity, core
competences, track
record and financral
strength

In addition to the group credit committee,
the following processes assist In managing,
measunng and monitonng credit and
counterparty nsk

* Day-to-day arrears management and
regular arrears forecast reporting
ensure that individual positions and
any potential trends are dealt within a
hmely manner

« Watchiist commitiees, which review
the management of distressed loans,
potential problem loans and exposures
In arrears that require addticnal
attention and supervision

» Corporate watchiist forum, which reviews
and manages exposures that may
potentially become distressed as a result
of changes in the economic environment
or adverse share price movements, or
that are vulnerable to volatite exchange
rate or Interest rate movemenis

* Arrears, default and recoveries
forum which specifically reviews
and manages distressed loans and
potentially distressed Yoans for private
clients This ferum also reviews and
monitors counterparties who have
been granted forbearance measures

CREDIT AND COUNTERPARTY
RISK APPETITE

There 1s a preference for primary exposure
in the group’s main operating geographies
(e the UK} The group will accept
exposures where we have a branch or
local banking subsidary (as explaned
above)

Qur assessment of our ciients and
counterparties includes consideration

of ther character and integnty, core
competencies, track record and financial
strength A strong emphasis 1s placed on
the histonc and ongoing stabifity of Incoms
and cash flow streams generated by the
clients Qur pnmary assassment method
1s therefore the ability of the client to meet
ther payment obligations

We have Iittle appetita for
unsecured debt and require good
quality collateral in support of

obligations {refer to page 77 for
further information)

Target clients include high net worth and/
or high-income indmduals, profassionally
qualfied indmduals, established
comporates, small and medium enterprises,
financtal Institutions and sovereigns
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Corporates must have scale and
relevance in therr market, an expenenced
management team, able board members,
strong earnings and cash flow

We are client-centnc In our approach

and onginate loans with the intent of
holding these assets to matunty thereby
developing a ‘hands-on’ and fong-standing
relationship Where we onginate loans that
are considered 100 large for our balance
sheet, these may be sold down {o mitigate
our concentration nsk

Interbank lending 1s largely reserved for
those banks and institutions in the group's
core geographies of actvity which are
systermic and highly rated Direct exposures
1o cyclcal Industries and start-up ventures
are generally avoided

CONCENTRATION RISK

Concentration nsk 1s when large exposures
st to a single client or counterparty,
group of connected counterparties, or

to a particular geography, asset class

or industry An example of this would

be where a number of counterparties

are affected by simitar economuic, legal,
regulatory or other factors that could mean
thesr abiity to mest contractuat obligations
are correlated

Concentration nsk can also exist where
portfoho loan maturities are clustered to
single penods In me  Loan matunties are
monitored on a portfolio and a transaction
level by Group Risk Management, Group
Lending Operations as well as the
onginating business unis

Credit and counterparty nsk 1s always
assessed with reference to the aggregate
exposure to a single counterparty or
group of related parties to manage
concentration nsk

RISK APPETITE

The board has set a group nsk appetite
lirrut framework which regulatas the
maximum exposures we would be
comfortable to tolerate in order to diversify
and mitigate nsk  This hmit framework

15 monitored on an ongoing basis and
reporied to the GRCC and BRCC on
aregular basis Should there be any
breaches to lmits, or where exposures
are neanng hmits, these exceptions are
specifically highlighted for attention, and
any remedial actions agreed




SUSTAINABILITY
CONSIDERATIONS

@

Investec has a holistic approach to
sustainability, which runs beyond
recognising our own footpnnt on the
environment and includes our many
corporate social Investment activities and
our funding and investing actviies This
15 not merely jor business reasons, but
based on a broader responsibility 1o our
environment and society Accordingly,
sustainability nsk considerations are
considered by the credit committee and
Investment committee when making
lending or investment decisions There

15 also oversight by the social and ethics
committes (board committee) on social
and environmental 1ssues In particular the
following factors are taken into account
when a transachon might be approved
or declined based on the cutcome of the
sustainability considerations

* Environmental consiclerations
(including arwmal welfare and climate-
related Impacts)

* Social considerations (including
human nights)

s Economic considerations

4@ Refer to our sustamabiity report
on our website

MANAGEMENT AND
MEASUREMENT OF CREDIT
AND COUNTERPARTY RISK

Fundamental principtes employed in the
management of credit and counterparty
nsk are

* A clear definition of our target market

* A quantitative and qualitative
assessment of the creditworthiness of
our counterparties

* Analysis of nsks, including
concentration nsk {concentration
nsk considerations include asset
class, industry, counterparty and
geographical concentration)

* Decisions are made with reference to
nsk appetite lmits

* Prudential hmits

* Regular monitoring and review of
existing and potential exposures
cnce faciities have been approved

¢ A high level of exacutive INvoivement
In decision-making with non-executive
review and oversight

sk management,

Regular reporting of credit and
counterparty nsk exposures within our
operating units 1s made to management,
the executives and the board at the GRCC
and BRCC The board regularty reviews
and approves the appetite for credit and
counterparty nsk, which s documented

In nsk appetite statements and policy
documents This 15 implemented and
reviewed by Group Crednt

Despite stnct adherence to the above
prneiples, increased default nsk may anse
from unforeseen circumstances pariicularly
n times of extreme market volatiity and
weak economic conditions

A large proporbon of the bank's portfolio 1s
not rated by external rating agencies We
place reliance upon internal consideration
of counterparties and borrowers, and use
ratings prepared externally where avavable
as support m our dscision-making process
Within the credrt approval process, internal
and extarnal ratings are included in the
assessment of the client qualty

Internal credr rating models continue

to be developed to cover all matenal

asset classes The internal ratings are
incorporated in the nsk management and
decision-making process and are used In
credit assessment, monitoring and approval
as well as pricing

Exposures are classified to reflect the
bank’s nsk appetite and strategy 'n our
Piftar 11l disclosure exposures ara classified
according to the Basel asset classes
which include sovereign, bank, corporate,
retal, equity, securisation and specialised
lending (which 1s further categonsed into
project finance, commodities finance,

hugh volatility commercial real estate, and
Income-producing commercial real estate)

Fiich, S&P and Moody's have been
norinated as eligible external credit
assessment institutions (ECAls) for the
purposes of determining external credit
ratings Due to the group reducing its
sacuriisation actmity as a result of the
disposal of the Kensington business in
January 2015, the group will no longer
rely on DBRS credit assessments m
respect of sovereign and secuntisation
exposures The following elections have
been made

* |n relation to sovereigns and
secuntisations, Fitch, Moody's and
S&P have been selected by Investec as
elgible ECAls

¢ Inrelation to banks, corpeorates and
debt secunties, Fitch, Moody's and
S&P are recognised as eligible ECAls

{conttnned)

* |f two assessmenis are available, the
more conservative will apply

* Where there are three or more crethit
ratings with different nsk weightings,
the credit ratings corresponding to the
two lowest ratings should be referred
to and the higher of those two ratings
should be applied

The group applies the standardised
approach for calculating capttal
requrements in the assessment of its
credit and counterparty exposures The
group's banking subsidianes conduct

their mapping of credit and counterparty
exposures in accordance with the mapping
procedures specified by the Gentral Bank
Registrar, in the respective geographies n
which the group operates

FONYNHIACD ILVHOdHOD ANV INIWIDYNYIN 1S

STRESS TESTING AND
PORTFOLIO MANAGEMENT

Investec has embedded (ts stress testing
framework which s a repeatable stress
testing process, designed to identity and
regularty test the bank's key ‘vulnerabilities
under stress’

A fundamental part of the stress testing
process Is a full and comprehenswve
analysis of all the bank's matenal business
activities, iIncorporating views from Risk,
the business and the Executive — a process
called the 'bottom-up’ analysis Out of

the ‘bottom-up’ analysis the Investec-
spacific stress scenarios are dasigned to
spectiically test the urique attnbutes of the
bank’s portiglio

These Investec-specific stress scenanos
form an integral part of our capital planning
process The stress testing process also
informs the nsk appetite review process,
and the management of nsk appetite

imits and 1s a key nsk management tool

of the bank This process allows the bank
to identify undertying nsks and manage
them accordingly

Notwithstanding the form of the stress

testing process, the framework should not

impede the group from beaing able to be '
flexible and perform ad hoc stress tests,
which by therr naturs need to be completed
on request and in responss to emerging
nsk issues

Quarterly portfolia reviews are also
undertaken on all matenal businesses,
whera the portfollos are analysed to

assess any migration in porticho qualty,
highhight any vulnerakulities, identify porttolio
concentrations and make appropnate
recommendatons, such as a reduction In
nsk appetite lmits or specric exposures
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Risk management

feontinired)

CREDIT AND COUNTERFARTY
RISK — NATURE OF LENDING
ACTIMITIES

Credit and counterparty nsk s assumed
through a range of client-driven lending
actwvities to prvate and corporate clents
and other counterpartes, such as financial
institutions and sovereigns These
actwmiies are diversfied across a number
of business actvities

Lending collateralised by property

Client qualty and experise are at the corg
of our credit philosophy Our exposure to
the property market 1s well diversified with
strong bias towards pnma locations for
residential exposure and focus on tenant
quality for commercial assets Debt service
cover ratios are a key consideration in the

private cllent mortgages, transactional
banking, huigh net worth lending,
oftshore banking and foreign exchange

Residential Mortgages provides
morigage loan facilities for high-
income professionals and high net
worth indnduals tadored to ther
indmvidual needs

Specialised Lending provides tallored
credit faciies to hugh net worth
indmiduals and ther controlled entibes

An analysis of the private client
loan portfolio and asset quality
information is provided on
pages 74 and 75

Corporate client activities
We focus on traditional client-dnven

Corporate Debt Secunties these are
tradable corporate debt mstruments,
purchased based on acceptable credit
fundamentals typically wath a medium-
term hold strategy where the undertying
nsk s to UK and European corporates
This 1s a highly diversified, granular
portfolio that 1s robust and spread across
a vanety of geographies and industries

Acquisiion Finance provides debt
funding to provan management

teams, nunning small to mid-cap sized
companies Credit nsk s assessed
agamnst debt service coverage from the
robustness of the cash generation of the
business This will be based on histornic
and forecast information We typically
lend on a bilateral basis and benefit from
a close relationship with management

comorate lending actvities, in addition to
customer flow-related treasury and trading
axecution services

Asset-based Lending provides
working capital and corpaorate loans
secured by mid-caps These lcans are
secured on the assets of the business,
e g the accounts recevable, inventory,
plant and machinery In common

with our corporate lending activities,
strong emphasis 15 placed on backing
companies with scale and relevance to
their industry, stability of cash flow, and

lending process supported by reasonable
loan to secunty value ratios

We prowide senior debt and other funding
for property transactions, with a strong
preference for income producing assets
supported by an expenenced sponsor
providing a matenal level of cash equity
investment into the asset

Within the corporate lending businesses,
cradit nsk can anse from corporate loans,
acquisition finance, asset finance, power
and infrastructure finance, asset-based
lending, fund finance and resource finance
Wa also undertake debt ongination activities
for corporate clients

An analysis of the fending expenenced management
collateralised by property The credit nsk management functions » Fund Finance provides debt faciliies
portfolio and asset quality approve specific credit and counterparty

to asset managers and fund vehicles,
princtpally in pnvate equity and credit
asset classes The geographical focus Is
the UK, Western Europe, North Amenca
and Australla where Investec can suppon
expenenced assst managers and ther
funds which show strong, long-term
value creation and good custod:anship of
investors' money Debt facilities to fund
vehicles are secured against undrawn
kmited pariner commitments and/or the
funds underiving assets Fund manager
loans are structured against committed
fund management cash flows and the
managers’ investment stake n therr

own funds

Iimits that govern the maximum credit
exposure to each individual counterparty
in addition, further nsk management imits
exist through industry and country imits
to manage concentration nsk The credit
appetite for each counterparty Is based
on the financial strength of the pnncipal
borrower, the underlying cash flow to

the transaction, the substance and track
record of management, and the secunty
package Political nsk insurance, and other
Insurance 15 taken where thay are desmed
appropnate

information is provided on
pages 74 and 75

Prnivate client activities

Our private banking actrvities target high
net worth indwduals, active wealthy
entrepreneurs, high-income professionals,
newly qualfied professionals with high-
incoma earning potental, self-employed
entrepreneurs, owner managers in

small to mid-cap corporates and
sophisticated investors

Lending products are tailored to meet
the requirements of our clients Central
to our credit philosophy is ensuring

the sustainability of cash flow and
income throughout the cycle As such,
the chent base has been grouped and
defined to include high net worth chents

Investec has kmited appette for unsecurad
credit nsk and facities are typically secured

on the assets of the underlying borrower
riying + Small Ticket Asset Finance provides

highly diversified lending to smalt

and medum-sized corporates to
support asset purchases and other
business requirements These facities
are secured against the asset being
financed and are a direct oblgation

A summary of the nature of the lending
and/or credii nsk assumed within some of

{who, through dversification of Income :)Uhesrey a:zasf;vwng;(g&rporme fending
streams, will reduce income volatility) eS8 15 p

and indmduals with a profession which « Corporate Loans provides senor
has histoncally supported a high and secured loans to mid-to-large cap

sustainable iIncome stream wrespective of
the stage in the economic cycle

Credit nsk anses from the following actvities

= Personal Banking delivers products
10 enable target clients to create and
manage ther wealth This includes

companes Credit nsk 1s assessed
against debt service coverage from

the robustness of the cash generation
far the business based on histonc and
forecast information We typrcally act as
transaction lead or amanger, and have a
close relationship with management and
the sponsor
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of the company

Large Ticket Asset Finance provides
the finance and structuning experiise
for awrcraft and larger lease assets, the
majority of wiuch are senior secured
loans with a combination of corporate,
cash flow and asset-backed collateral
against the exposure




Power and Infrastructure Finance
arranges and provides typically long-
term financing for infrastructure assets,
In particular renewable power projects
and transport, against contracted
future cash flows of the project(s)
from recogrised utilities and power
companies as well as the balance
sheet of the corporate Thereis a
strang equity contnibution from an
expenenced sponsor

Resource Finance debt arranging and
underwnting together with structured
hedging solutions mainly within

the mwning sectors The undertying
commodities are mainly precious and
base metals Our clients in this sector
are established mining companies
which are typically domiciled and
publicly isted in ong of the following
geographies — the UK, North America
and Australla Al faciities are secured
by the borrower’s assets and repaid
from mining cash flows

Structured Credit these are bonds
secured aganst a poo! of assets, typically
UK residential moritgages or European

or US corporate leverage loans The
bonds are manly investment grade
rated, which benefit from a high level of
credit subordination and can withstand a
sigificant level of portfolio defaults

Treasury Placements the treasury
function, as part of the daily
management of the bank’s liquidity,
places funds with central banks and
other commercial banks and financial
institutions  These transactions are
typically short-term (less than cne
month) money market placements
or secured repurchase agreements
These market counterparties are
high investment grade rated entities
that occupy dominant and systemic
positions in their domestic banikang
markets These counterparties are
located in the UK, Western Europe
and North Amenca

Corporate advisory and investment
banking activities counterparty nsk
in this area 1s modest The business
also trades approved shares on an
approved basis and makes markets
in shares where we are appointed
corporate broker under pre-agreed
market nsk lmits  Settlement trades
are largely on a delvery versus payment
basis, through major stock exchanges
Cradit nsk only occurs in the event

of counterparty falure and would be
linked to any fair value losses on the
undertying security

sk management

* Customer trading activities to facllitate

client lending our customer trading
portfolio consists of denvative contracts
n interest rates, foreign exchange,
commodities, credit denvatives and
equrties that are entered to facilitate

a chent's hedging requirements The
counterparties 1o such transactions arg
typically corporates, in particutar where
they have a sizeable exposure to foreign
exchange due to operating in sectors
that include imports and exports of
goods and services These positions are
marked to market, typically with daily

margin calls to mitigate credit exposure N

the event of countarparty defautt

An analysis of the corporate client
foan portfoito and asset quality
mnformation is provided on

pages 74 and 75

Wealth & Investment

Investec Wealth & Investment provides
Investment management services to prvate
clents, charities, intermedianas, pension

schemes and trusts Wealth & Investment 1s

primarity an agency business with a lmited
amount of principal nsk Its core business
1s discretionary and non-discretionary
Investment management services

Settlement nsk can anse due to
undertaking transactions In an agency
capacity on behalf of clents However, the
nsk 13 not considered to be matenal as

most transactions are undertaken with large

nsttutonal clents, are monitored daiy, and
trades are usually settled within two days

Asset Management

Through the course of its normal business,
Investec Asset Management s constantly
transacting with market counterparties

A st of approved counterparties 1S
mantained and procedures are in place

to ensure appointed counterparties meet
certain standards in order to safeguard
client assets being transacted with or
deposited with them Transactions are only
undertaken with approved countemparties
and this 1s enforced through logical system
controls where possible In addition to due
diligence, other forms of nsk management
ara employed to reduce the impact of

a counterparty faslure These measures
nciude market conventions such as
‘Delivery versus Payment' (DVP), and wherg
appropnate, use of collateral or contractual
protaction (e g under ISDA} Net exposure
to counterparties 1s montored by Investec
Asset Management's Investment Risk
Committee, and day-to-day monitonng 1s

undertaken by a dedicated and mdependent

Investrmant Risk team

{continued)

Credit and
counterparty rusk s
assumed through a
range of client-drwen
lending activities to
private and corporale
clients and other

counterparties, such as

ﬁnanaal tnstitutions
and sovereigns.
These activities are
dwersified across a
niunber of business
activities

Invastec pic sdo {excluding Investec Limited) annual financiat statements 2016

FONYNHRAOD ALVHOHOD ANV INIWIDVNYIN HSiH




FONVNHIAOD AvdOdHOD OGNV INFWITYNYIN HSY

Risk management

{rontued)

ASSET QUALITY ANALYSIS — CREDIT RISK CLASSIFICATION AND PRCVISIONING POLICY &

It 15 a policy requirement overseen by Central Credit Management that each operating dvision makes prowsion for specific imparments and
calculates the apprpnate level of portfolio impairments  This 15 In accordance with established group guidelines and in conjunction with the
watchlist committee process In the annual financial statements, credit losses and impairments are reported in accordance with International
Financial Reporting Standards (IFRS)

Regulatory and
economic capital

classification

Performing assets

IFRS impairment treatment

For assets which form part of a
homogeneous portfolig, a portiolie
impairment 1s required which
recognises asset Impairments that
have not been indwidually identified

The portfolio Imparment takes into
account past events and does not
cover Impairments to exposures
ansing out of uncertain future events

By definition, this mpairment 15 enly
calculated for credit exposures which
are managed on a portfolio basis and
only for assets whera a loss ingger
event has occurred

Arrears, default Description
and recoveries
classification category

Past due An account 1s considered to be past due
when It 1s greater than zero and less than or
equal to B0 days past dus the contractual/
credit agreed payment due date Management
however 1s ot concerned and there 1S
confidence in the counterparty’s ability to
repay the past due obligations

Special mention The counterparty 1s placed in special mantion
when that counterparty 15 considered to be
experiencing difficuities that may threaten
the counterparty’s abibty to fulfil its credit
obligation to the group (| @ watchiist
committes Is concernad) for the fellowing
reasons
+ (Covenant breaches
* Thare s a slowdown in the counterparty's
business actvity

* Anadverse trend in operations that signals
a potential weakness in the financial
strength of the counterparty

* Restructured credit exposures until
appropnate watchlist cormmuitee decides
otherwise

Ultimate loss 1s not expected, but may occur
if adverse conditions persist

Reporting categories
» Credit exposures overdue 1 - 60 days
»  Credit exposures overdue 61 — 90 days
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sk management

frontinued)

ASSET QUALITY ANALYSIS —~ CREDIT RISK CLASSIFICATION AND PROVISIONING POLICY (romtunued) ﬁ

Regulatory and IFRS impairment treatment Arrears, default
and recoveries

classification category

Description

economic capital
classification

Assets in default
{non-performing
assets)

Specific imparments are evaluated on  Sub-standard
a case-by-case basis whera objactive
evidence of impairrment has ansen In

The counterparty 1s placed in sub-standard
when the credit exposure reflects an
undertying, well defined weakness that may

determining specific Impairments, the
following factors are considered

Capability of the client to generate
sufficient cash flow to service
debt obligations and the ongoing
viability of the client's business
Likely dnadend or amount
recoverable on liquidation or
bankruptcy or business rescue
Nature and extent of claims by
other creditors

Amount and timing of expected

lead {0 probable loss if not corrected

the nsk that such credit exposure may
become an Impaired asset Is probable

the bank is relying, to a large extent, on
available collateral, or

the pnmary sources of repayment are
insufiicient to service the remaining
contractual principal and interest amounts,
and the bank has to rely on secondary
sources for repayment These secondary
sources may Include collateral, the sale of a
fixed asset, refinancing and further capital

FONYNHIAOD JIvHOSHOD ONY INSWIDYNYA HSIY

cash flows

+ Realisable value of secunty held (or
other credit mit:igants)

* Ability of the chent to make
payments in the foreign currency,
for foreign currency denominated
accounts

Credit exposures overdue for more than
80 days will at a mimimum be included in
‘sub-standard’ {or a lower quality category)

Doubtful The counterparty 1s placed in doubtful
when the credit exposure 1s considered to
be impared, but not yet considerad a final
loss due to some pending factors such as
a merger, new financing or capital injection
which may strengthen the qualty of the

relevant exposure

Loss A counterparty 1s placed in the loss category

when

* the credit exposure Is considered to be
uncollectible once all efforts, such as
realsation of collateral and institution of
legal proceedings, have been exhausted, or

* assets In this category are expected to
be wntten oft iIn the short term since the
Iikelihood of future economic banefits
resuliing from such assets are remote
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{rontunued)

Investec has limited
appelile for unsecured
debt, preferring to
mutigale risk through
good quality tangible
collateral

CREDIT RISK MITIGATION ﬁ

Credit nsk metigation techniques can be
definad as all methods by which Invastec
seeks to decrease the credit nsk associated
with an exposure Investec considers credit
nsk mitrgation techrmiques as part of the
credit assessmant of a potential clent or
business proposal and not as a separate
consideration of mitigation of nsk Credt
nsk miigants can include any collateral
itern over which the bank has a pledge of
secunty, netting and margining agreements,
covenants, or terms and condtions
imposed on a borrower with the am of
reducing the credit nsk inherent to that
tfransaction

As Investec has a imited appetite for
unsecured debt, the credit nsk miigation
technique most commonly used s the
taking of collateral, with a strong preference
for tangible assets Collateral i1s assessed
with reference to the sustainabiity of value
and the tkelihood of realisation Acceptable
collateral generally exhibits charactenstics
that allow for 1t to be easily dentified and
appropnately valued

An analysis of collateral 1s
provided on page 77

Where a transaction Is supported by a
mortgage or charge over property, the
primary credit nsk is still taken on the
bormower For property backed lending

such as residential mortgages, the following
charactenstics of the property are considered
the type of property, s location, and the
ease with which the property could be re-let
and/or resold Where the property 1s secured
by lease agreements, the cradit committes
prefers not to lend for a term beyond the
maximum of the lease Commaercial real
eslate generally takes the form of good
qualtty property often undeminned by strong
third party leases Residential property 1S

also generally of a high quality and based

n desrable locations  Residential and
commercial property valuations wil continue
to form part of our ongoing focus on coflateral
assessment It s our policy to obtan a formal
valuahon of every commercial property
offered as collateral for a lending faciity before
advancing funds Residential propertes are
valued by desktop valuation and/or approved
valuers, where appropnate

Other common forms of ccollateral in the
retal asset class are motor vehicles,

cash and share portfolios In addition, the
relevant credit commitiee normally requires
a suretyship or guarantee i support of a
fransaction in our prvate client business
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The second pnmary collateral in private
client lending transactions i1s over a high net
warth indvidual’s investment porticlo This
1s typically in the form of a diversified pool
of equity, fixed income, managed funds and
cash Often these porttolios are managed
by Investec Wealth & Investment Lending
against Investment portfolios is typically
geared at conservative loan-to-value ratios
after considering the qualty diversification,
nsk profile and liquidity of the portfclio

Our corporate, government and instrtutional
clents prowide a range of collataral

including cash, corporate assets, debtors
{accounts recevable), trading stock, debt
secunties {bonds), isted and unlisied shares
and guarantees

The majonty of credit mitigation techniques
tinked to trading actmity 1s in tha form of
netting agreements and daity margmming
The primary market standard legal
documents that govern this include the
International Swaps and Denvatives
Association Master Agreements (ISDA),
Global Master Secuntres Lending
Agreement {GMSLA} and Global Master
Repurchase Agreement (GMRA} In additien
to having ISDA documentation in place with
all market and trading counterparties in
over-the-counter (OTC) danvatives, a Credit
Support Annex {CSA) ensures that all mark-
to-market credit exposure ts mitigated dary
through the calculation and placement/
racemving of cash collateral Where netiing
agreements have been signed, the
enforceability 1s supported by external

legal opirion within the legal junsdiction of
the agreement

Set-off has been applied between assets
subject to credit nsk and retated liabilities in
the annual financial statements where

+ Alegaly enforceable nght to set-off
exists

= There 15 the intention to settle the
asset and liability on a net basis, or to
reabse the asset and settle the lability
simultaneously

In addition to the above accounting set-off

cntena, banking regulators iImposa the
following addticnal cntena

= Debit and credit balances relate to the
same obligor/counterparty

* Debit and credit balances are
denominated In the same currency and
have identical maturities

* Exposures subject to set-off are
nsk-managed on a net basis

* Market practice considerations




For this reason there will be nstances
where credit and counterparty exposures
are displayed on a net basis n these annual
financial statements bui reported on a
gross basis to regulators

lnvestec places minimal reliance on credit
denvatives In s credit nsk mitigation
techniques Penodically the bank will enter
into Credit Default Swaps (COS) in order

1o hedge a specific asset held or 1o create

a more general or macro hedge aganst

a group of exposures in oneg ndustry or
geography In these instances, the bank i1s
deemed 10 be "buying protection’ aganst
the assets Depending on the percenved

nsk, or ‘spread’, of the underlying exposure,
the CDS will luctuate in value, increasing

In value when the asset has become more
nsky and decreasing when nsk has reduced
Occasionally, the bank will enter into trading/
nvestment CDS positicns where we buy
protection or sell protection without owning
the underying asset The total amount of net
credit denvatives outstanding at 31 March
2016 amounts to £5 3 milion, of which

£3 3 milion 1s used for credit mitrgation
purposes and the balance for trading and
investment Total protection bought amounts
to £3 5 milhon {£3 5 mdlion refating to credit
dervatves used 1n credit mstigation) and
total protection sokd amounts to £1 8 milion
(£0 2 milion relating to credit dervatives
used In credit mitigation)

Further information on craedit
denvatives 1s provided on
page 87

Investec endeavours to Implement robust
processes to minimise the possibility

of legal and/or operational nsk through
good quality tangible collateral The legal
nsk function in Investec ensures the
enforceability of credit nsk mitigants within
the laws applicable to the junsdictions in
which Investec operates When assessing
the potential congentration nsk in its credit
portichio, consideration 1s given to the types
of collateral and credit protection that form
part of the portfolio

For regulatory reporting purposes,
axposures may be reduced by eligible
collateral Under the standardised
approach credit nsk mitigation can

be achieved through either funded

or unfunded credii protection Wherse
unfunded credit protection ts relied upon
for mitigation purposes, the exposure

10 the borrower 1$ substituted with an
exposurse to the protection provider, after
applying a ‘harrcut’ to the value of the
collateral due o ¢urrengy and/or matunty
mismatches between the onginal expostire

Risk management

and the coltateral provided Unfunded credit
protection includes eligible guarantees and
cradit denvatives Where we rely on funded
protection in the form of financial collateral,
the value of collateral 1s adjusted using the
financial collaterat comprehensive method
This method apples supervisory volatility
adjustmenits to the value of the collateral,
and includes the currency and matunty
haircuts discussed above

Please refer to the credit quafity
step table disclosed on page 119
for a breakdown of regulatory
exposure values before and
after credit nsk mrhgation has
been apphed

FORBEARANCE

Forbearance measures refer to concessions
such as modification of the terrms and
conditions or refinancing that has been
granted to a debtor in financial difficulties
Thase modificatons are on terms that
would be more advantageous compared
with what other debtors with a similar

nsk prefile could have obtained from the
bank The credit committee will assess
each applicaticn to determine whether

the proposed modifications will be
considered as forbearance Forbearance

1s distinguished from commercial
renegotiations which take place as part

of normal business actmty and standard
banking practice The amount of loans
forborne represents a neghgible percentage
of the overall loan portfolic In our UK book

CREDIT AND COUNTERPARTY
RISK YEAR IN REVIEW

We continue to realign and rebalance

our portfoho in Iine with our stated nsk
appetite, which 1s reflected in the growth in
corporate client exposures as a percentage
of the portfolio and the decline in lending
collateratsed by property exposures as

a percentage ol the portiolo Continued
progress has been made dunng the year in
our strategic portfolio rebalancing through
active portfolio management and the
consistent application of our nsk appetite
statement

Lending collateraltsed by property has
further reduced by 6 0% from £2 3 bilhon
at 31 March 2015 to £2 2 billon at

31 March 2016, while corporate client and
other lending has increased 15 6% from

£3 7 bilhion at 31 March 2015 to £4 3 bilion
at 31 March 2016 High net worth and
other pnivata client lending increased by

21 2% year on year

{ronitued)

Net core loans and advances have
increased by 10 5% to £7 8 billion

a1 31 March 2016 from £7 1 billon at
31 March 2015

Gross defaults decreased by 21 5%

or £86 2 mihion from £400 1 million at

31 March 2015 to £313 9 million at

31 March 2016 The credit loss ratic Is

at 1 13% (2015 1 16%) Default foans (net
of mparments) have decreased by 19 3%
or £40 8 milion on an absalute basis and
decreased to 2 19% from 3 00% as a
percentage of core loans and advances
The credit loss ratio on an ongong basis
15 0 26% at 31 March 2016 We have
reported further impairments on the legacy
portioko as we took advantage of market
conditions and accelerated the exit from
certan nsh legacy assets

The sections that follow provide high-level
commentary for each of our key business
areas We are highly focused on further
reducing legacy assets and continuing to
onginate good quality assets

Lending collateralised by property

The overall expasure to property
collateralised assets, as a propoertion of our
total loan exposures continues to reduce In
Ine with our nsk appetite statement A large
proportion of property collateralised assets
are located in the UK Notwithstanding

the improved UK market and particularty

in London, our underwrting cntena has
remaned ight and we remain committed to
following a chient-centnc approach, backing
counterparties with strong balance shests
and requisite experiise

We continue to actively manage the legacy
portfolio down, working assets to achieve
optimal regovery but taking opportunistic
offers on properties where appropnate

Pnvate chent activities

The existing high net worth martgage book
has continued to grow significantly and s
expected to coniinue in the short term as

the bank moves to increase its pavate client
offenng, providing a more holistic private bank
expenence from transactional banking to
wedlth management

Corporate client activities

Qur corporate lending businesses have
seen strong growth dunng the financial
year under revew Growth in our corporate
lending actmties has bean dversified
across all our business lines, while ensunng
that we maintain strong asset quality and
adherence 1o our core credit philosophies

Performance of the corporate portfolio,
including Small Ticket Asset finance,
Large Ticket Asset finance, Power and
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Risk management

{eontined)

Infrastructure finance and Fund finance, has remained sound dunng the financial year 2016, with the markets seeing lending activity levels
Increase, bolstared by strong prvate equity sponsor appetite for assets Underlying asset cover guality 1s good, and portfolios reman well
dwersified by borrawer, sector and geography, albeit with a natural skew towards the UK

Credit and counterparty risk information

Q Pages 48 to 60 descnbe where and how credit risk is assumed in our operations

The tables that follow provide an analysis of the credit and counterparty exposures

AN ANALYSIS OF GROSS CREDIT AND COUNTERPARTY EXPOSURES

Credit and counterparty exposures increased by 6 8% to £17 1 billien largely due to growth in loans and advances to customers Cash and
near cash balances amount 1o £5 1 billion and are largely reflectad in the following Tne tems in the table below cash and balances at central
banks, loans and advances to banks and sovereign debt secunties

o

At 31 March

£°000 2016 2015 % change Average®
Cash and balances at central banks 2 636 837 2179822 210% 2408 330
Loans and advances 1o banks 1112 441 1053932 56% 1083187
Reversa repurchase agreements and cash collateral on

secunties borrowed 557 025 1448 205 (61 5%) 1002615
Soveregn debt secunties 1252 9N 1212910 33% 1232 951
Bank debt secunties 188 397 226 273 (16 7%) 207 335
Other debt secunties 393 652 221 480 77 7% 307 566
Derwvative financial Instruments 572 324 516034 10 9% 544179
Secunties ansing from trading actraties 393 964 513673 {23 3%) 453 819
Loans and advances to customers (gross) 7946 793 7 249 561 96% 7598177
Other loans and advances (gross) 331617 393 353 {15 7%) 362 485
Other securitised assets {(gross) 11 341 51223 {77 9%) 31282
Other assets 397 409 55383 > 100% 226 398
Total on-balance sheet exposures 15794 791 15121 B4g 45% 15 458 320
Guaranteesh 68 938 31664 > 100% 50 301
Contingent habilities, commutted facilities and other 1209 486 835858 44 7% 1022672
Total off-balance sheet exposures 1278 424 867 522 47 4% 1072973
Total gross credit and counterparty exposures pre-collateral

or other credit enhancements 17073 215 15 989 371 6 8% 16 531 293

Where the average 1s based on a straight-hne averags
A Excludes guaranteas provided to clients which are backed/secured by cash on deposit with the bark
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A further analysts of our on-balance sheet credit and counterparty exposures
The table betow indicates in which class of asset (on the face of the consolidated batance sheet) our on-balance sheet credit and

counterparty exposures ara reflected Not all assets included i the balance sheet bear credit and counterparty nsk

{rantinied)

Assets that
Total credit we deem

ﬁ and tohave no Note Total

counterparty legal credit  refer- balance
£°000 exposure exposure ence sheet
At 31 March 2016
Cash and balances at central banks 2638 837 1232 2 638 069
Loans and advances to banks 1112 441 - 1112 441
Reverse repurchase agreements and cash collateral on secunties borrowed 557 025 - 557 025
Sovereign debt securities 1252 91 - 1252 991
Bank debt secunties 188 397 - 188 397
Other debt secuniias 393 652 - 393 652
Denvative financial instruments 572324 265234 837 558
Secuntes ansing from trading actwvities 393 964 130 380 524 344
Investment portfolio - 451 000 1 451 000
Loans and advances {0 customers 7946 793 {143 191) 2 7 803 602
Other loans and advances 331617 85 588 417 205
Cther secuntised asssts 11341 139 224 3 150 565
Interest in associated undertakings - 23 587 23587
Deferred taxation assets - 85080 85 050
Other assets 397 408 1307 794 4 1705 203
Property and equipment - 56 374 56 374
Investment properties - 79 051 79 051
Goodwill ~ 356 994 356 994
Intangible assets - 123 480 123 480
Total on-batance sheet exposures 15794 71 2 961 797 18 756 588

Relates to exposures that are classified as equily sk in the banking book Further information 1s provided on pages 78 to 80

7
2 Largely refates to impairments
3

Whils the group manages all nsks (including credit nsk) from a day-to-day operational perspective cortam of these assets are within special purpose
vehicles that nng fence the assels to specic credit providers and Iimit security to the assels in the vehicle The lable above reflects the net crodit
exposura i the veticles that the group has reflected in the total credit and counterparty exposure' with the maximum credit exposure referenced to
credit providers external to the group m the column headed ‘assets that we deemn to have no legal credit exposure
4 Other assats nclude settiement debtors which we deern to have no credit nsk exposure as they are settied on a delivery against payment basis
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Risk management

(rontinued)

A further analysis of our on-balance sheet credit and counterparty exposures {rontinued)

Assets that
ﬁ Total crednt we deem
and to have no Note Total
counterparty legal credit  refer- balance
£'000 exposure exposure ence sheet
At 31 March 2015
Cash and balances at central banks 2179 822 1420 2181 242
Loans and advances 10 banks 1053 932 - 1053 832
Reverse repurchase agreements and cash collatsral on securities borrowed 1448 205 - 1448 205
Soveraign debt secunties 1212910 - 1212910
Bank debt secunties 226273 - 226 273
Other debt secunties 221480 1005 222 485
Derwvative financial Instruments 516034 258 987 775 021
Secunties ansing from trading activities 513 673 156 625 670 298
Investment portfolio - 400 941 1 400 941
Loans and advances to customers 7 249 561 (188 444) 2 7061117
Other loans and advances 333353 161 559 554 912
Other secuntised assets 51223 360 760 3 411983
Interest in associated undertakings - 21931 21 931
Deferred taxation assets - 73618 73618
Other assets 55 383 1280 197 4 1335 580
Property and equipment - 63 069 63 069
Investment properties - 85736 65736
Goodwill - 356 090 356 090
Intangible assets - 136 655 136 655
Total on-balance sheet exposures 15121 849 3150 149 18 271 998

1 Relates to exposures that are classiied as equity nsk in the banking book Further information is provided on pages 78 to 80

2 Largely relates to impatrments

3 Whila the group manages all risks (including credit nsk) from a day to day operational perspecive certan of these assets ara within special purpose
vehicles that nng fence the assels 10 specdic Credit prowiders and limit secunty to the assets i the vehicle The {able above reflects the net credit
axposure mn the vetucles that the group has reflected in the ‘total credit and counterparly exposure with the maximurm credit exposure referenced to
cradit providers external to the group i the cofumn headed ‘assets that we deern to have no legal Credit exposure

4 Other assets include settiement debtors which we deern to have no credit nsk exposure as they are settled on a delivery against payment basis
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Gross credit and counterparty exposures by residual contractual matunty at 31 March 2016

Six
Up Three months One
to three to sIx to one to five Five to >10
£'000 months months year years 10 years years Tatal
Cash and balances at central banks 2 636 837 - - - - - 2636837
Loans and advances to banks 1108 512 833 3082 14 - - 1112441
Reverse repurchase agreements and
cash collateral on securties borrowed 557 025 - - - - - 557 025
Soveraign debt securities 532714 21089 5613 - - 623575 125299
Bank debt secunties 64 12 068 132 176133 - - 188 397
Other debt securties 8834 144 38633 108 795 53 620 217 626 393 652
Derwvative financial instruments 72 836 65 641 45 954 181 050 129852 76 9N 572 324
Secunties ansing from trading actvities 171 151 3 36 37772 123 291 60 983 393 964
Loans and advances to customers
(gross) 1479 349 694369 1052063 3470126 823448 427 440 7946 793
Other loans and advances (gross) 11857 453 162 49 313 43 889 225 943 331 617
Other secuntised assets (gross) - - - - - 11341 11 341
Other assets 397 403 - - - - - 397 409
Total on-balance sheet exposures 6 976 588 865328 1110675 4024203 1174098 1643899 15794 791
Guaranteess 36 494 - 2289 30155 - - 68 938
Contingent liabilities, committed
facilihes and other 226 446 83 270 2682 915 585 211 40733 911 1209 486
Total off-balance sheet exposures 262 940 83 270 265 204 625 366 40733 911 1278424
Total gross credit and counterparty
exposures pre-collateral or other
credit enhancements 7 239528 948598 1375879 4649569 12143831 1644 810 17073215

A Excludes guarantees provided to chents which are backed/secured by cash on deposit with the bank
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{econtinued)

Detailed analysis of gross credit and counterparty exposures by industry

Lending
High net collateralised Electncity,
worth by property gas and Public
and ~largely to water  and non- Finance

professional pnvate {ublity business  Business and
£'000 indviduals chients  Agnculture services) services services  insurance
At 31 March 2016
Cash and balances at central banks - - - - 2636837 - -
Loans and advances to banks - - - - - - 111241
Reverse repurchase agreements and
cash collateral on secunties borrowed - - - - - - 557 025
Soveraign debt secunties - - - - 1252991 - -
Bank debt securities - - - - - - 188 387
Other debt secunties - - - 36787 6 429 3382 101 474
Dervative financial nstruments 53 - 53 45174 19947 63 632 317 338
Secunties ansing from trading actnities - - - 24 606 198 181 - 156 639
Loans and advances 1o customers (gross) 1 458 552 2179 999 3234 440728 134 917 415 673 971773
Other loans and advances {gross) - - - - - - 130 952
Other securitised assets (gross) - - - - - - -
Other assets - - - - - - 397 409
Tota! on-balance sheet exposures 1 458 605 2179999 3 287 547 295 4249 302 482 687 3033448
Guarantees” 36 494 - - - - - 30155
Contingent liabilities, committed
facilites and other 109 481 245 020 - 233 600 6 036 35213 240 355
Total off-balance sheet exposures 145 975 245 020 - 233 600 6 036 35213 270 510
Total gross credit and counterparty
exposures pre-collateral or other
crechit enhancements 1 604 580 2425019 3 287 780 B35 4 255 338 517900 4203958
At 31 March 2015
Cash and balances at central banks - - - - 2179822 - -
Loans and advances to banks - - - - - - 1053932
Reverse repurchase agreermants and
cash collateral on secunties bomowed - - - - - - 1448205
Sovereign debt secunties - - - - 1212910 - -
Bank debt securties - - - - - - 226 273
Other debt secunties - - - 3935 7 396 3474 103 486
Cerrative financial Instruments 3084 - - 27 827 - 24 675 304 498
Secunties ansing from trading actnies - - - 34 884 380 262 794 81267
Loans and advances to customers {gross) 1 203 480 2318053 6789 362 488 187 120 333 841 732 676
Other loans and advances (gross) - - - - - - 144 181
Other securised assets {gross) - - - - - - -
Other assets - - - - - - 55 245
Total on-balance sheet exposures 1206 573 2318 053 6789 429144 3967510 362784 4149763
Guarantees® 29017 - - - - 650 27
Contingent habilities, committad
facilties and other 77 227 193 955 - 155654 17185 31148 83 661
Total off-balance sheet exposures 106 244 193 955 - 155 654 17 165 31799 89 688
Total gross credit and counterparty
exposures pra-collateral or other
credit enhancements 1312817 2512008 6 789 584 798 3984675 394 583 4 239 451

~ Excludes guarantaes provided to chents which are backed/secured by cash on deposit with the bank
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Risk management

{ronfuned)
Corporate Leisure,
Retallers  Manufac- commercial Other Mining  entertain-
and tunngand Construc- real residential and mentand Communi-
wholesalers commerce tion estate mortgages resources tounsm  Transport cation Total
- - - - - - - - - 2636837
- - - - - - - - - 1112441
- - - - - - - - - 557 025
- - - - - - - - - 1252991
- - - - - - - - - 188 397
- 29 581 - - 106 246 65 939 am? 26914 12 883 383 652
26033 49 147 1803 1489 - 9474 16 424 18 682 3075 572 324
35 1738 - 781 - - 1093 2 10 889 393 964
398 288 497 214 41049 115 241 - 132621 227 573 762 899 160032 7946793
- - - 85 200 580 - - - - 331 617
- - - - 11 341 - - - - 11341
- - - - - - - - - 397 409
424 3656 577 680 42 852 117 596 318167 215034 249107 808 497 186 879 15794 791
605 - - - - 1684 - - - 68 938
103 655 41105 - 34114 - 83518 14 204 59078 4107 1209486
104 260 41105 - 34 114 - 85 202 14 204 59 078 4107 1278424
528 616 618 785 42 B52 151 710 318167 300 235 263 311 B67 575 190986 17 073 215
- - - - - - - - - 2179822
- - - - - - - - - 1053932
- - - - - - - - - 1448205
- - - - - - - - - 1212910
- - - - - - - - - 226 273
1030 3535 - - 83793 23237 5925 - 5669 221 480
44 136 28 948 8853 730 - 25517 13 489 16 445 17 832 516 034
3828 4817 - 1343 - 2187 1180 2 3120 513 673
394 747 468 103 62 591 104 740 - 192 082 97 214 688 892 96736 7249 561
- - - 9702 233470 - - - - 383 353
- - - - 51223 - - - - 51223
- 138 - - - - - - - 55 383
443711 505 541 71 444 116 515 354 486 243023 117778 705 339 123366 15121 849
- - - - 430 1 540 - - - 31664
37 370 35989 16 855 208 - 34 996 13 327 126 641 5 661 835 858
37 370 35989 16 855 208 430 36 536 13327 126 641 5 661 867 522
481 111 5§41 530 88 299 116 723 354 916 279 559 131105 831 980 129027 15989 3N
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Risk management

frenhnued)

Corporate client loans
account for 54.2% of
total gross core loans
and advances, and are
well dwersified across
various mdustry

Summary analysis of gross credit
and counterparty exposures by
industry

A description of the type of
Q corporate chent lending we

undertake, 1s provided on

pages 54 and 55, and a more

detailed analysis of the corporate

client loan portfofto 1s provided
on pages 74 and 75

The remainder of core loans and

Other credit and counterparty exposures
are largely reflective of cash and near cash
balances held with institutions and central
banks, thus the large balance reflected in
the ‘public and non-business semices' and
‘finance and insurance' sectors These
exposures also includs off-balance sheet
iterns such as guarantees, committed
faciites and contingent habiihes, diversified
across several industnes

A descniption of the type of
C l ass Ifi calions advances fargely relate to private private chent lending and lending
chent lending, as represented by the collateralised by property we
industry classification ‘high net worth undertake 1s provided on
and professional ndvduals’, as well as page 54, and a more detailed
"lending collateralised by property ' analysis of the private client
loan portfoho 1s provided on
pages 74 and 75
Gross core loans Other credit and
and advances counterparty exposures Total
At 31 March
£°000 2016 205 2016 2015 2016 2015
High net worth and professtonal indmduals 1458 552 1203 489 146 028 109328 1604 580 1312817
Lending collateralised by property — largely
1o private clients 2179999 2318 053 245020 193 955 2425019 2512008
Agnculture 3234 8789 53 - 3287 6789

Electncity, gas and water (utity services)
Public and non-business services
Business services

Finance and tnsurance

Retatlers and wholesalers
Manufactunng and commerce
Construction

Corporate commercial real estate
Other residential mortgages

Mining and resources

Leisure, entertanment and tounsm
Transport

Communtcation

Totat

440728 362 488 340 167
134 917 187120 4120421
415673 333 841 102 227
971773 732676 3232185
398 288 394 747 130 328
497 214 468 103 12157

41049 62 53 1803
115 241 104 740 36 469
- - 318 167

139 621 182 082 160615
227 573 g7 214 35738
762 899 688 892 104 676
160 032 86 736 30954

7946 793 | 7 249 561 9126 422

222 310 780 895 584 798
3707 565 4255338 3984 675
60 742 517 900 394 583
3506775 4203958 | 4239451
86 364 528 616 481 111
73427 618 785 541 530
25708 42 852 88299
11983 151 710 116723
354 916 318167 354 916
87 477 300 236 279 556
33 891 263 31 131 106
143 088 867 575 831980
32291 190 986 1208 027

8739810 17073215 | 15989 371
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Risk management

{continieed)

AN ANALYSIS OF OUR CORE LOANS AND ADVANCES, ASSET QUALITY AND IMPAIRMENTS

The tables that follow provide information with respect to the asset quality of our core loans and advances to customers

Q An overview of developments dunng the financral year i1s provided on pages 59 and 60

£¥

At 31 March
£'000 2016 2015
Gross core loans and advances to customers 7946793 7 249 561
Total impairments (1431891) (188 444)
Specific iImparments {121 791} {154 262)
Portfolic Impairments (21 400) (34 182)
Net core loans and advances to customers 7 803 602 7061117
Average gross core loans and advances to customers 7598177 7 832 564
Current foans and advances to customers 7 561 596 6 733 402
Past due loans and advances to gustomers {1 - GO days) 65 809 73 489
Special mention loans and advances to customers 5354 42 556
Default loans and advances tc customars 313934 400 114
Gross core loans and advances to customers 7 946 793 7 249 561
Current loans and advances to customers 7 561 596 6733 402
Default loans that are current and not impaired 29 639 26785
Gross core loans and advances to customers that ars past due but not impared 99 383 146 428
Gross core loans and advances to customers that are impaired 256 175 342 946
Gross core loans and advances to customers 7 946 793 7 249 561
Total Income staterment charge for impairments on core loans and advances (85 954) {90 709)
Gross default loans and advances to customers 313934 400114
Specific iImpairments (121 791} (154 262)
Portfolio impairments (21 400) (34 182
Defaults net of impairments 170 743 211 670
Aggregate collateral and other credit enhancements on defaults 202 524 280 697
Net default loans and advances to customers {limited to zero) - -
Ratios
Total impairments as a % of gross core loans and advances to customers 180% 2 60%
Total mparrments as a % of gross default loans 4561% 47 10%
Gross defaults as a % of gross core loans and advances to customers 395% 552%
Defaults (net of mpairments) as a % of net core loans and advances to customers 2 19% 300%
Net defaults as a % of net core loans and advances to customers - -
Credt loss ratio (i @ income statement imparment charge on core loans as a % of average gross core
loans and advances) 113% 116%
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Risk management

{contined)

An age analysis of past due and default core loans and advances to customers

LF

At 31 March

£'000 20186 20185
Default loans that ara current 138 988 176913
1- 60 days BO 758 119 496
61 - 90 days 16 118 2249
01 - 180 days 43 284 7 639
181 - 365 days 22 539 45 758
> 365 days 83 510 164 104
Total past due and default core loans and advances to customers (actual capital exposure) 385197 516 159
1 - 60 days 3062 5786
61 -90 days 210 172
91 -180 days 3277 2 566
181 - 365 days 7 859 4742
> 365 days 74064 156 328
Total past due and default core loans and advances to customners {actual amount in arrears) 86 472 168 604
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Risk management

A further age analysis of past due and default core loans and advances to customers

4

£'000

Current
watchlist
loans

1-860
days

61 -90
days

91 -180
days

181 - 365
days

{continued)

> 365
days

Total

At 31 March 2016

Watchhst loans neither

past due nor impalred
Total capital exposure

Gross core loans and
advances to customers
that are past due but
not imparred

Total capnal exposure
Amount In arrears

Gross core loans and
advances to customers
that are impared

Total capital exposure
Amount in arrears

At 31 March 2015

Watchlist loans neither

past due nor impasred
Total capital exposura

Gross core loans and
advances to customers
that are past due but
not impaired

Total capral exposure
Amount In arrears

Gross core loans and
advances to customers
that are impaired

Total capital exposure
Amount in arrears

29639

100 349

71108
2994

3652
68

526
49

15592
161

16 210
1333

27074
1844

1138
171

21400
7 688

10 402
7 847

73108
66217

29639

99 383
12 394

266 175
76078

26785

150 128

113795
5754

5701
42

2249
172

5287
214

2 352
2352

9195
625

36 563
4217

15902
8327

148 202
148 001

26785

146 428
14 992

342 946
154 612

Investac plc sio {excluding Investec Limited) annual financial statements 2016—[

69

FONYNHIADD 2 IVHOSHOD ONY INFNIDYNYIN MSTd




FONYNHIADD 2LvHCIHOD TNV LNZINDDYNYIN MBI

Risk management

{contimied)

An age analysis of past due and default core loans and advances to customers at 31 March 2016 (based on tetal

capital exposure)

LF

Current
watchhist 1-60 61-90 91-180 181-365 > 365
£'000 loans days days days days days Total
Past due {1 - 60 days) - 65 908 - - - - 65 909
Special mention - 4828 526 - - - 5354
Special mention (1 — 20 days) - 4828 - - - - 4828
S " . .
Default 138 988 10021 15 592 43 284 22 539 B3 510 313934
Sub-standard 72254 369 3828 23327 6361 58 079 164 218
Doubtful 65328 9652 11755 18 950 15413 4352 125 450
Loss 1 406 - ] 1007 765 21079 24 266
Total 138 988 B0 758 16 118 43 284 22 539 83 510 385197

An age analysis of past due and default core loans and advances to customers at 31 March 2016 (based on

actual amount in arrears}

]

Current
watchlist 1-60 61-90 91 -18C 181-365 > 365
£'000 loans days days days days days Total
Past due {1 - 60 days) - 2988 - - - - 2988
Special mention - 6 49 - - - 55
Special mention (1 — 90 days) - [§] - - - - 8
Special mention (61 — 80 days
and item well secured) - - 49 - - - 49
Default - 68 161 3277 7 859 74 064 85429
Sub-standard - 1 39 1383 3343 48 662 53428
Doubiful - 67 114 887 3751 4 352 9171
Loss - - 8 1007 765 21050 22830
Total - 3062 210 3277 7 859 74 064 88 472
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Risk management

feontinued)

An age analysis of past due and default core loans and advances to customers at 31 March 2015 (based on total

capital exposure)

o4

Current
watchtist 1-60 61-90 91-180 181-365 > 365
£'000 loans days days days days days Total
Past due {1 - 60 days) - 73489 - - - - 73 489
Special mention - 40 307 2249 - - - 42 556
Special mention (1 - 90 days) - 40 307 - - - - 40 307
and temwensacod - - 2 - - - 220
Default 176 913 5700 - 7 639 45 758 164 104 400 114
Sub-standard 87 505 - - 5480 8175 85 640 186 800
Doubtiul 88 040 5700 - 1347 7151 6071 108 309
Loss 1368 - - B12 432 102 393 105 008
Total 176 913 119 496 2249 7 639 45758 164 104 516 169
An age analysis of past due and default core loans and advances to customers at 31 March 2015 (based on
actual amount in arrears}
ﬁ Current
watchlist 1-60 61 -90 91-180 181-365 > 365
£'000 loans days days days days days Total
Past due {1 - 60 days) - 5399 - - - - 5399
Special mention - 355 172 - - - 527
Special mention (1 — 90 days) - 355 - - - - 355
Special menton (61 — 90 days
and tem well secured) - - 172 - - - 172
Default - 42 - 2 566 4742 156 328 163 678
Sub-standard - - - 407 210 47 871 50 379
Doubtful - 42 - 1347 2209 6 064 9662
Loss - - - 812 432 102 393 103 837
Total - 5796 172 2 566 4742 156 328 169 604
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Resk management

feontinued)

An analysis of core loans and advances to customers

Gross core
loans and Gross core Total gross Total net
advances loans and core loans core loans
thatare advances Gross core and and
neither that are loansand advances advances
past pastdue advances {actual Specific  Portfolio (actual Actual
due nor but not that are capital impair- mpair- capital | amount in
£'000 impaired impaired mparred exposure) ments ments exposure) arrears
At 31 March 2016
Current core loans
and advances 7 561 596 - - 7561596 - {21 400) 7 540196 -
Past due (1 — 60 days) - 65909 - 65 909 - - 65 909 2988
Special mention - 5354 - 5354 - - 5354 55
Special mention (1 — 90 days) - 4828 - 4828 - - 4828 6
Special mention (61 — 90 days
and rtem weli secured) - 526 - 526 - - 526 49
Detault 29 639 28120 256 175 313934 | (121 791) - 192143 85429
Sub-standard 29 639 28120 106 459 164 218 {32 379) - 131 839 53428
Deubtiul - - 125 450 125 450 {69 827) - 55 623 917
Loss - - 24 266 24 266 {19 585) - 4 681 22 830
Total 7 591 235 99 383 256175 7946793 | (121 791) (21 400) 7803 602 88 472
At 31 March 2015
Current core loans
and advances 6733 402 - - 6733402 - (34182) 6699220 -
Past due (1 - 60 days) - 73489 - 73489 - - 73489 5399
Special mention - 42 556 - 42 556 - - 42 556 527
Special mention (1 - 90 days) - 40 307 - 40 307 - - 40 307 355
Special mention (61 - 90 days
and rem well secured) - 2249 - 2249 - - 2249 172
Default 26 785 30 383 342 946 400114 | (154 262) - 245 852 163 678
Sub-standard 26219 30383 130 198 186 800 (36 870} - 149 930 50 379
Doubtful 566 - 107 743 108 309 (54 494) - 53815 9 662
Loss - - 105 005 105 005 (62 898) - 42 107 103 637
Total 6760 187 146 428 342946 7 249 561 (154 262) (34182) 7061117 169 604
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Risk management,

frontinted}

An analysis of core loans and advances to customers and impairments by counterparty type

Pnvate Public
chent, Insurance, and Total
professional financial government core loans
and high services sector Trade and
net worth Corporate {exciuding {tncluding finance advances to
£°000 individuals sector sovereign) central banks) and cther customers
At 31 March 2016
Current core loans and advances 3296 034 3140 362 971 565 131 448 22187 7 561 598
Past due (1 - 60 days) 53 707 10833 41 1299 29 65 909
Special mention 4995 211 2 146 - 5354
Special menton (1 - 90 days) 4828 - - - - 4828
Special menton (61 - 90 days and
itern well secured) 167 M1 2 146 - 526
Default 283 815 27 930 165 2024 - 313934
Sub-standard 144 030 18 786 2 1400 - 164 218
Doubitful 118 168 6910 122 250 - 125 450
Loss 21617 2234 41 374 - 24 266
Total gross core loans and advances
to customers 3 638 551 3179 336 971773 134 917 22216 7 946 793
Total impairments (128 224) {14 357) (1023) {508) - (143 191)
Specific impairments (106 824) {14 357) (102) {508) - {121 721)
Portfolio impawments {21 400) - - - - (21 400)
Net core loans and advances
to customers 3510 327 3164 979 971 6711 134 409 22 216 7 803 602
At 31 March 2015
Current core loans and advances 3036 989 2753 200 732 432 185 425 25 356 6733 402
Past due (1 - 60 days) 68 923 3696 - 870 - 73 489
Special mention 42 288 268 - - - 42 556
Special mention (1 - 90 days) 40 307 - - - - 40 307
Special mention (61 - 90 days and
item well secured) 1981 268 - - - 2248
Default 373 342 25 703 244 825 - 400114
Sub-standard 172 581 14 219 - - - 186 800
Doubtiut 97 300 10 280 229 500 - 108 308
Loss 103 461 1204 15 325 - 105 005
Total gross core loans and advances
to customers 3521 542 2782 867 732676 187120 25 356 7 249 561
Total impairments {179 681) {8 128} (150) {485} - (188 444)
Specific impawments (145 489) (8128 {150) (485) - {154 262)
Porticlio impairments (34 182) - - - - (34 182)
Net core loans and advances
to customers 3341 861 2774739 732 526 186 635 25 356 7061117
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sk management

frontinued)

An analysis of core loans and advances by nsk category at 31 March 2016

Aggregate
collateral and

other credit Balance Income

Gross core Gross enhancements sheet statement
£000 loans defaults on defaults impairments  impairments#
Lending collateralised by property 2179 999 264 283 168 722 (101 064) (76 732)
Commercial real estate 1314745 108 746 64 068 (45 030) (32 441)
Commercial real estate - investment 1096 376 61 080 43 958 {17 151) (21 155)
Commercial real estate — developmment 109 086 11138 3647 (7 491) (B634)
Commercial vacant land and planning 109 283 36518 16 463 (20 388) (10 652)
Residential real estate B65 254 155 537 104 654 (56 034) (43291)
Restdential real esiate — Investment 298 740 72 449 55 151 {20 807) (13 353)
Residenbal real estate — development 516 352 56 651 30 390 (26 854) (24 747)
Residental vacant land and planning 50 162 26 437 18113 {8 273) (5 191)
High net worth and other prnvate client lending 1458 552 19 532 18 650 (5 760) (8 194)
Mortgages 1146 241 4 307 7 489 {600} {49)
High net worth and specialised lending 31231 15 225 11181 (5 160) 8 145)
Corporate and other lending 4 308 242 30119 15152 {14 967) (14 810)
Acquisition finance B899 180 - - - (1 284}
Asset-based lending 296 389 - - - -
Fund finance 673 379 - - - -

Other corporates and financial Institutions

and governments 766 815 - - - -
Asset finance 1205 400 11891 5961 {5 930) {4 223)
Small ticket asset finance 932 865 11 891 5 961 (5 930) (4 223}
Large ticket asset finance 272 535 - - - -
Project finance 449 266 3708 3708 - {2 699)
Resource finance 17 803 14 520 5483 9 037) (6 804)
Portfohio impairments {21 400) 12782
Totat 7946 793 313934 202 524 {143 191) (85 954)

A Whare a positiva number represants a racovery or & prowision refeased
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Rish management

An analysss of core loans and advances by nsk category at 31 March 2015

{t‘ormmrt n’)

Aggregate
collateral and
other credit Balance Income
Gross core Gross enhancements sheet statement
2'000 loans defaults on defaults  impairments impairments”®
Lending collateralised by property 2318053 343 229 233676 (134 451) 49179)
Commercial real estate 1510506 122 886 79 588 {51 517) (25 358)
Commercial real estate — investment 1226217 58 142 50 302 {11 752) (16 157)
Commercial real estate — development 147 707 20129 6544 {13 585) (3997)
Commercial vacant land and planning 133 582 44 615 22742 (26 180) {5 204)
Residential real estate 807 547 220 343 154 088 (82 934) (23 821)
Rasidential real estate — investment 292 089 53 911 50294 {10 756) 3178)
Residential real estate - development 425 258 116 163 74975 {50 571) 8122
Residential vacant land and planning ac 200 50 269 28 819 (21 807) {11521)
High net worth and other private client lending 1203 489 13 29012 {11 048) {10 529)
Mortgages 952 617 7977 13015 {94) 713
High net worth and specialised lending 250 872 22 136 15997 (10 134) (9 816)
Corporate and other lending 3728019 26772 18 009 8 763) {11 821}
Acquisition finance 731195 - - - 1231
Asset-based lending 241 859 - - - -
Fund finance 495 037 - - - -
Other corporates and financial institutions
and governments 719049 - - - 3091)
Asset finance 1118165 8 346 3642 (4 7G4} {5 068)
Small icket asset finance 835773 8 346 3642 (4 704} {5 068)
Largs ticket asset finance 283 392 - - - -
Project finance 407 577 4 289 2585 (1 704) (515)
Resource finance 14137 14137 11782 (2 355) {4 378)
Portfolio impairments - - - (34 182) (19180
Total 7 249 561 400 114 280 697 {188 444) (80 709)
A Where a positive number reprasents a recovery or 8 provision released
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Rk management

{rontinued)

ASSET QUALITY TRENDS

Percenlaga

£ blon
— 10
— a8
— 6
— 4
— 2 ®  Netcom loans (RHS)
== Defaulis {net of mparments) as a
% of core advances [LHS)
o = Cradt boss rato (LHS)

08 09 10 hhl 12 13 14 15 18

Additional iInformation

AN ANALYSIS OF GROSS CORE LOANS AND ADVANCES TO CUSTOMERS BY COUNTRY OF EXPOSURES

oy,

L

31 March 2016 31 March 2015
£7 847 million £7 250 milion
® 48% | Asia ® 39% | Asa
® 27% | Austraka ® 34% | Australa
® 15 2% | Europe {excluding UK} #® 17 7% | Euwrape (exchuing UK
® 74% | North Amenca ® 74% | Norh Amenca
& 14% | Other ® 09% | Other
® 58 7% | Unied Kingdom & 6687% | Unded Kingdom

T6
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COLLATERAL

Rish management

feontinued)

A summary of total collateral 1s provided in the table below

Collateral held against

Other

Core credit and

loans and counterparty
£'000 advances exposures” Total

At 31 March 2016
Ehgtble financial collateral 313156 399 786 712942
Listed shares 242 551 75126 318 677
Cash 70 605 09180 179785
Debt secunties 1ssued by sovereigns - 214 480 214 480
Property charge 4940 344 209 478 5149 822
Residential mortgages 2457 252 209 478 2 666 730
Residential development 780 534 - 780 534
Commercial property developments 187 484 - 187 484
Commercial property iInvestments 15615074 - 1515074
Other collateral 4 269 427 135 508 4 404 935
Unhsted shares 682 021 - 882 021
Charges other than property 34 404 135 508 169912
Debtors, stock and other corporate assets 2727 354 - 2727 354
Guaranteas 650 988 - 650 988
Other 174 660 - 174 660
Total collateral 9522 927 744 772 10 267 699
At 31 March 2015

Eligible financial collateral 381 651 557 158 938 B09
Listed shares 302 938 82925 385 863
Cash 78713 76 511 185 224
Debt secunties issued by soveregns - 397 722 g7 722
Property charge 4 399 279 217 531 4 616 810
Rasidential mortgages 2180 115 217 531 2 3597 646
Residential development 554 920 - 554 920
Commercial property developments 271843 - 271843
Commercial property investrments 1392 401 - 1392 401
Other collateral 4 064 743 729614 4 794 357
Unhsted shares 486 524 - 486 524
Charges ather than property 50 423 729614 780037
Debtors, stock and other corporate assets 2353919 - 2353919
Guarantees 762 092 - 762 092
Other 411785 - 411 785
Total collateral 8 845673 1 504 303 10 349 976

*  Alarge percentage of these exposures (e g bank placements) are to highly rated financial institutions where limited collaleral would be required dus to

the nature of the exposure
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Risk management

frontinreed)

Invesiment risk in the Additionally, {isted investments may
. . be considered where we beligve that
Investment 1isk in b 'rlllkmg book the market I1s mispricing the value
the b(l 'Ilil”g book INVESTMENT RISK of the undertying secunty or where
there 15 an opportunity to stimulate
represern £s a ”?O(l@rﬂf@ DESCRIPTION corporate actmty
percenta ge o f our total  nvestment nskin the banking book anses * Lending transactions the manner
s primanly from the followmng actaties In which we structure certain
assels and s anaged conducted within the group transactions results in equity,
withm approprmf,e » Pnncipal Investments investments warant and proft shares being
held, predominantly wathen unhsted
. k l ¢ are selected based on the track record companies
ris LS of management, the attractiveness
of the industry and the ability to build * Property activibes we source
value for the existing business by development, Investment and trading
implementing an agreed strategy opportunities to create value and
Investments in isted shares may anse trade for profit with:n agreed nsk
on the 1PO of one of cur Investments parameters

MANAGEMENT OF INVESTMENT RISK

As investment nsk anses from a vanety of activiies conducted by us, the monitoring and
measuraement thereof vanes across transactions and/or type of actvty

Nature of investment risk Management of risk

Listed equities Investment committee, market nsk
management and ERRF

Investment Banking principal investments  Investment committee and ERRF

Embedded derwatives, profit shares Credit nsk management committeas
and Investments ansing from lending and ERRF

transactions

Investmant and trading properties Investrment committes and ERRF
Central Funding mvestments Investment commitiee and ERRF

Risk appetite Imts and targets are set 1o manage cur exposure to equity and investment
nsk An assessment of exposures against imits and targets as well as stress testing
scenana analysis are pertormed and reported to GRCC As a matter of course,
concentration nsk s avoided and investments are well spread across geographies

and industnes

VALUATION AND ACCOUNTING METHODOLOGIES
o For a description of our valuation principles and methodologies refer to

pages 160 to 164 and pages 184 to 196 for factors taken info consideration
tn determinming fair value

We have a low level of assets exposed to the volatility of IFRS farr value accounting with
level 3 assets amounting to 3 6% of total assets

78 Investec plc sio (excluding Investec Limited) annual financial statements 2016




Refer to page 185 for further information

Risk management

feontinued)

The table below provides an analysis of ncome and revalualions recorded with respect to these investments

Income/(loss) (pra-funding costs)

Fair value
£'000 through
Category Unrealised* Realised” Dividends Total equity
For the year to 31 March 2016
Uniisted investments 15674 14 099 15419 45192 12
Listed equrties 2 340 (7 249) - (4 909) 1499
lnvestment and trading properties (3 145) 2364 - (781) -
Warrants, profit shares and other
embedded denvatives (2 452) 3468 - 1017 -
Total 12417 12 683 15419 40519 151
For the year to 31 March 2015
Uniisted investments {25 673) B0 017 5106 39 450 709
Listed equities 19770 15605 772 22047 425
Investment and trading properties 8664 2354 - 11018 -
Warrants, profit shares and other
embedded denvatives {70 947) 1873 - {62 074) -
Total (68 186) 65 749 5878 3441 1134

in a year of realisation, any prior penod mark-to-market gains/logses recognised are reversed i the unrealised hne item

Unreaksed revaluation gains, recogrused in the profit and loss account, are included In cammon equity tier 1 capitat In Yine with Capitat
Requirements Regulation, for the year ended 31 March 20186, Investec plc did not recognise equity revaluation gamns directly to equity, In

regulatory capstal

mvestee plc sio [excluding Investec Limited) annual financral statements 2016
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Risk management

{continued)

SUMMARY OF INVESTMENTS HELD AND STRESS TESTING ANALYSES

The balance shest value of invesiments Is Indicated in the table below

FONYNHHEAOD A1vd0OdE00 ANV INFATDVNYIA ST

On-balance On-balance
sheet Valuation shest Valuation
value of change value of change
Investments stress test | investments stress test
£'000 31 March 31 March 31 March 31 March
Category 2016 2016 2015 2015°

-]

Unhisted investments 363 060 54 459 287 821 43173
Listed equities 87 940 21985 113120 28 280
Total nvestment partfolio 451 000 76 444 400 941 71453
Investment and trading properties 183 073 28 709 191 499 31726
Warrants, profit shares and other embadded denvatves 32 902 11516 36111 12 639
Total 666 975 116 669 628 551 115818

in order to asSess our earmings sensiviy to a movement i the valuation of these investments the following slress testing paramelers ara apphed

Stress test values applied

Unlisted investments 15%

Listed equities 25%

Trading propertes 20%

Investment properties 10%

Warrants, profit shares and other embedded denvatives 35%
STRESS TESTING SUMMARY

Based on the information at 31 March 2016, as reflected above, we could have a £117 milion reversal in revenue (which assumes a year in
which there 15 a ‘severe strass scenano simutanecusly across all asset classes) Thrs would not cause the group to report a loss but could
have a significantly negative impact on earnings for that penod The probability of all these asset classes in all geographies in which we
operate being negatively mpacted at the same time rs very low, although the probability of Iisted equities being negatively impacted at the
same time Is very high

CAPITAL REQUIREMENTS

In terms of CRD [V capital requiremants for Investec plc, unlisted and listed equities within the banking book are considered in the calculation
of capital required for credit nsk

O Refer to page 115 for further detail

AN ANALYSIS OF THE INVESTMENT PORTFOLIO, WARRANTS, PROFIT SHARES AND OTHER EMBEDDED
DERIVATIVES BY INDUSTRY OF EXPOSURE

31 March 2016

" £484 miion
® 26 9% | Manyfacturng and commerce

19 6% | Firance and nsurance
17 1% | Real estate
14 8% | Transport
81% | Rataler and whelesalers
71% | Minwng and resources
43% | Commumcaton
15% | Busnesssences
D6% | Other
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Sccuritisation/
structured credii
activilics exposures
OVERVIEW

The group's definition of secuntisation/
structured credit actnvilies {as explamed
below} 1s wider than the definition as
appled for regulatory capital purposes,
which largely focuses on those
sacuntisations in which the group has
achieved sigrificant nsk transfer We,
however, believe that the nformation
provided below 1s meaningful in that it
groups all these related actvities in order
for a reviewer to obtain a fuller picture of
the actviies that we have conducted in this
space Some of the information provided
befow overlaps with the group's credtt and
counterparty exposure information

Refer to page 61 for the
balance sheet and credit nsk
classification

The group applies the standardised
approach in the assessment of regulatory
capital for securtisation exposures within
its banking book and trading book

The trading book exposures at

31 March 2016 are not matenal, and
therefore no further information 1s disclosed
for these posttions

The information below sets out the
inhiatives we have focused on over the

past few years, albeit that most of these
business lines have been curtalled given the
changes in the secunitisation market and
gven the strategic divestments Investec
has undertaken last year

Histoncally, the bank has played an
onginator role in the secuntisation of
assets A significant number of these wera
traditional secuntisations of residential
mortgages onginated through the
Kensington business which was disposed
of in January 2015

Hisk management

The pnmary focus for new securtisation
transactions remains to provide a cost
effective, alternative sourca of financing to
the bank

For regulatory purposes, structured entties
are not consolidated where significant

nsk in the structured entities has been
transferred to third parties The positions
we continug to hold in these secuntisations
will be either nsk-weighted and/er deducted
from capita!

Dunng the year we did not undertake any
naw secuntisation transactions

We hold rated structured credit instruments
{inciuding resecuritisation exposures) These
exposures are largely in the UK and US and
amount to £343 million at 31 March 2018
{31 March 2015 £317 milion} This s
intended as a hold to matunty portfolio
rather than a trading portfolio Thersfore,
since our commercial Intention 1s to hold
these assets to matunty, the portfolio will be
valued on an amortised cost basis These
Invesiments are nsk weighted for regutatory
capital purposes

ACCOUNTING POLICIES &
Refer to page 161

RISK MANAGEMENT

All existing or proposed exposures to

a secuntisation or a resecuriiisation are
analysed on a case-by-case basis, with final
approval typically required from the group's
global credit committee The analysis looks
through to the historical and expected
future performance of the underlying assets,
the position of the relevant tranche in the
capital structure as well as analysis of the
cash flow watarfall under a vanety of stress
scenanos External ratings are presented,
but only for information purposes since the
bank pnncipally retes on s own Internal
nsk assessment Overarching these
transaction leve! pnnciples 1s the board-
approved nsk appetite policy, which details

{rontinued}

the group’s appetite for such exposures,
and each exposure Is considered relative
to the group’s overall nsk appetite We can
use explictt credit nsk mitigation techniques
where required, however, the group prefers
to address and manage these nsks by only
approving exposures to which the group
has explict appetite through the constant
and consistent application of the nsk
appetite policy

CREDIT ANALYSIS

in terms of our analysis of our credit and
counterparty nsk, exposures ansing from
secuntisation/structured credit actvities
reflect only those exposures to which we
consider ourselves to be at nisk
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Risk management

{rontinned)

Exposure Exposure
At 31 March 2016 2015 Balance sheet and
Nature of exposure/activity £'million £'million credit nsk classification
Structured credit (gross exposure)” 355 350 OCther debt secunties and other loans and advances
Rated 343 317
Unrated 12 33
Loans and advances to 154 170 Other loans and advances

customers and therd party
intermediary onginating platforms
{mortgage loans) fwith the
potential to be secuntised)

{net exposure)

Analysed iurther below

*Analysis of rated and unrated structured credit

2016 2015
At 31 March
£'milhon Rated™ Unrated Total Rated™ Unrated Total
US corporate bans - 152 16 - 116
UK and European RMBS i2 163 153 28 182
UK and European CMBS - - 8 4 10
UK and European corporate loans - 40 42 - 42
Total 12 355 37 33 350
**A further analysis of rated structured credit at 31 March 2016

C and

£'milion AAA AA A BBB BB B below Total
US corporate loans 92 25 35 - - - - 152
UK and European RMBS 40 B84 20 5 - 2 - 151
UK and European
corporate loans 16 13 10 1 - - - 40
Total at 31 March 2016 148 122 65 6 - 2 - 343
Total at 31 March 2015 64 138 56 36 1 - 22 317
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Risk management

frontinied)

The information provided below 15 provided for Investec plc in terms of regulatory definiions and requirements
Aggregate amount of secuntisation positions retained or purchased
Banking book

At 31 March 2016

£'mullion Retained**  Purchased” Tota!

Exposure type

Residential mortigages - 143 143

Commercial morigages - 4 4

Loans to corporates - 203 203

Resecurtisation - 3 3
- 353 353

Aggregate amount of securiisation positions retamed or purchased

Banking book J
At 31 March 2015
£'milhicn Retained**  Purchased® Total
Exposure type
Residential mortgages 14 144 158
Commercial mortgages - 7 7
l.oans to corporates - 154 154
Resecuntisation - 3 3
14 308 322
A Purchased positions include positions we hold as sponsor or investor
AN Retained positions include positions we have retained in secuntisations we have onginated
Secuntisation positions retained or purchased by nsk-weight bands
Exposure values Caprtal requirement
Banking book Banking book
At 31 March 2016
£'million Retained**{ Purchased®| Retained**| Purchased#
Risk-weight band
Greater than 0% and less than or equal to 40% - 265 - 4
Greater than 40% but less than or equal to 100% - 84 - 5
Greater than 100% but less than and equal to 225% - - - -
Greater than 225% but less than and equal to 350% - - - -
Greater than 350% but less than and equal to 650% - - - -
Greater than 650% but less than 1 250% - - - -
Greater than 1 250%/deduction - 4 - -
- 353 - ]
Secuntisation positions retained or purchased by nsk-weight bands
Exposure values Capital requirement
Banking book Banking book
At 31 March 2015
£'million Retaned**  Purchased” Retained** Purchased”
Risk-weight band
Greater than 0% and less than or equal to 40% 14 180 - 3
Greater than 40% but less than or equal to 100% - 123 - B
Greater than 100% but less than and equal to 225% - - - -
Greater than 225% but less than and equal to 350% - 1 - -
Greater than 350% but less than and equal to 650% - - - -
Greater than 650% but less than 1 250% - - - -
Greater than 1 250%/deduction - 4 - 4
14 308 - 15

A Purchased positions inciude posiions we hold as sponsor or investor
AN Retained positions include positions wa hava retained in secuntsations we have onginated

No further disclosure 15 provided for deductions due to the maternality of the numbers
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Risk mnanagement

{econtinued}

Market risk
in the trading book

TRADED MARKET RISK ﬁ
DESCRIPTION

Traded Market Risk is the nsk that the value
of a portfolio of instruments changes as a
result of changes in undertying market nsk
factors such as interest rates, equity pnces,
commodity prices, exchange rates and
volatiities The market nsk management
team dentifies, guantfies and manages this
nsk in accordance with Basel standards
and policies determined by the board

The focus of our trading actvities IS
pnmanly on supporting client activity Our
strategic Intent 1s that propnetary trading
should be Imited and that trading should be
conducted largely to facilitate clients in deal
execution Within our trading actwmities, we
act as pnncipal with clients or the market
Market nsk, therefore, exists where we have
taken on principal positions resutting from
market making, underwnting, Investments
and limited propnetary trading n the foreign
exchange, capital and money markets The
focus of these businesses 1s pnmarily on
supporting client actity

TRADED MARKET RISK
GOVERNANCE
STRUCTURE

To manage, measure and mitigate market
nsk, we have independent market nsk
management teams in each geography
where we assume market nsk Local hmits
have been set to keep potental losses
within acceptable risk tolerance levels

A global market nsk forum, mandated by
the vanous boards of directors, manages
the market nsks in accordance with
pre-approved principles and policies

Risk imits are reviewed and set at the
global market nsk forum and ratified at
ERRF in accordance with the nsk appetite
defined by the board The appropnateness
of imits 1s continually assessed with hmits
reviewed at least annually, in the event of a
sigruficant market event or at the discreton
of senior management

MANAGEMENT AND
MEASUREMENT OF TRADED
MARKET RISK

Market nsk management teams review the
market nsks in the trading books Detaled
nsk reports are produced daily for each
trading desk and for the aggregate risk of
the trading books

These reports are distnbuted to
management and traders There s

a formal process for management
recogrition and authorisation for any nsk
excesses incurred The production of
sk reports allows for the monitoring of
all positions in the trading book against
prescribed Imits Limits are set at trading
desk lavel with aggregate nsk across

all desks also monitored against overall
market nsk appetite Imits  Trading imits
are generally tiered, 1aking Into account
liquidity and the inherent nsks of traded
instruments Valuation models for new
instruments or products are independently
validated by Market Risk before trading
can commence Each traded instrument
undergoes various stresses to assess
potential losses

Measurement techniques used to quantify
market risk ansing from our trading
activities include sensitivity analysis,

value at nsk {VaR), stressed VaR {svaR),
expected tall loss {ETL) and extreme value
theory (EVT) Stress testing and scenarno
analysis are used to simulate extreme
conditions {¢ supplement these core
Mmeasures

VaR numbers are monitored dally at the
95% and 99% confidence intervals, with
Iimits set at the 95% confidence interval
ETLs are also montorad dally at the 95%
and 99% levels as 1s the worst case loss
in the VaR distnbution Scenano analysis
considers the impact of a significant
market event on our current trading
portfolios We consider the mpact of
extreme yet plausible future economic
events on the trading portfolic as well as
possible worst case scenanos that are not
necessanly as plausible Scenano analysis
Is done at least once a week and 15
included tin the data presented to ERRF

a4 I Investec ple silo (exchuding Investec Limited) annual financial staternents 2016

The accuracy of the VaR model as a
predictor of potential loss 1s continuously
monitored through backtesting This
Ivelves comparng the hypothetical {clean}
trading revenues ansing from the previous
day's closing positions with the one-day
VaR calculated for the previcus day on
these same positions If the revenue s
negative and exceeds the one-day VaR, a
backtesting exception I1s considered to have
occurred Owver time we expect the average
rate of observed backtesting exceptions to
be consistent with the percentie of the VaR
statistic beng tested

The market nsk capital requrement

1s calkculated using the standardised
approach For certan eptions, the group
has obtained permission from the PRA to
use an nternal modeal to calculate the delta
for these positions

The table below contains the 95% one-day
VaR figures for the trading businesses and
the graphs that follow show the resutt of
backtesting the total daly 99% one-day
VaR against profit and less figures for our
trading actnvities over the reporting penod
Based on these graphs, we can gauge
the accuracy of the VaR figures, 1 99%
of the time, the total rading actmtias are
not expected to lose more than the 99%
one-day VaR




Risk management

{contumued)

VaR

ﬁ} 31 March 2016 31 March 2015 |
£'000 Year end Average High Low  Yearend Average High Low
{Using 95% VaR)

Equities 515 557 699 412 524 573 825 436
Foreign exchange 37 32 101 12 23 20 64 i
Interast rates 202 195 505 128 495 300 536 197
Consohdated* 529 589 723 488 691 617 921 475

" The consokdated VaR s lower than the sum of the indrwdual VeRs This anses from the consolidation offset between vanous asset classes

fdrversification)

The average VaR utilisation was lower than in 2015, largely as a result of a reduction In exposure to interest rates held within the trading
businesses Using hypothetical (clean) profit and loss data for backtesting resulted in four exceptions over the year at the 99% confidence
level, ve where the loss was greater than the 99% cne-day VaR This is not a significant dewviation from the expected number of exceplions
at the 89% level and 1s largely attnbutable to increased market volatiity expenenced duning the year

99% ONE-DAY VaR BACKTESTING
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Risk management

{continued)

ETL

95% (one-day) 31 March 31 March
£'000 2016 2015
Equities 662 663
Foreign exchange 53 34
Interest rates 257 717
Consolidated” 783 B74

" The consolidated ETL 1s lower than the sum of the mdnvidual ETLs Tiws anses from the correlalion offset baetween vanous asset ciasses (diversification)

STRESS TESTING

The table below indicates the potential losses that could anse If the portfolio is stress tested under extreme market conditions  The method
used 1s known as extrema value theory (EVT), the reported stress scenano below calculates the 99% EVT which 1s a 1-in-8 year possible
loss event These numbers do not assurna normality but rather rely on fitting a distnbution to the tails of the distnbution

L 31 March 2016

& 31 March
2015

£'000 Year end Average High Low Year end

[Using 99% EVT)

Equities 1 549 1308 2275 761 1 658

Forexgn exchange 122 80 221 31 102

Interest rates 470 438 1312 225 1 676

Consoldated™ 1772 1349 2222 827 1413

' The consohdatad stress tast number is lower than the sum of the mdmdual stress test rumbers This anses from the corredation offset between vanous
asset classes fdversification)

PROFIT AND LOSS HISTOGRAM

The histogram below dlustrates the distnbution of revenue duning the financial year for our trading businesses The distnbution 1s skewed to
the profit side and the graph shows that positive trading revenue was realised 155 days out of a total of 252 days in the trading business
The average daily trading revenue generated for the year to 31 March 2016 was £124 250 (2015 £162 486)

PROFIT AND LOSS
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TRADED MARKET RISK
MITIGATION

Rish management

TRADED MARKET RISK YEAR
IN REVIEW

The market nsk management team

has a reporting line that 1s separate

from the trading function, thereby
ensunng independent oversight The nsk
management software s fully integrated
with source trading systerns, allowing
valuation in nsk and trading systems to
be fully aligned All valuation models are
subject to independent vaidation, ensunng
models used for valuation and nsk are
valdated independently of the front office

Risk limits are set according to guidelines
set out in our nsk appetite policy and are
set on a statistical and non-statistical basis
Statistical lrmits include VaR and ETL Fult
revaluation historical simulation VaR s used
over a two-year historical penod based on
an unweighted time senes Every nsk factor
1S exposed to daily moves with proxies

only used when no ar lmited price history
15 avallable, and the resultant one-day

VaR 1s scaled up 1o a 10-day VaR using
the square root of time rule for regulatory
purposes Dally moves are based on both
absolute and relative returns as approprate
for the different types of nsk factors

Time senas data used 1o calculate these
moves 1s updated monthly at a miruimum,
or more frequently If necessary Stressed
VaR 1s calculated in the same way based
on a one-year historical period of extrerne
volatility The sVaR penod used 1s mid-
2008 to mid-2009, which relates to high
levels of volatiity in all markets in which the
business holds trading position, during the
financial crisis

Non-statistical imits mnclude hmits on nsk
exposure to indvidual products transaction
tenors, notionals, hqudity, tenor buckets
and senstmities Current market conditions
are taken into account when setting and
reviewing these limis

Risk software was changed to be fully
integrated with trading systems, while
independence 15 mantaned through
independent validation of all valuation models

There was strong growth in client actmty
across the interest rate and foreign
exchange corporate sales desks within
Treasury Products and Distnbution
Increased volatility in the forex markets
resulted in more active clent actmity and
nterest rate hedging actmty was driven
by strong internal deal flow A challenging
prcing environment resulted in lower retall
equity product sales on the structured
equity desk, however the desk benefited
from increased growth In therr offshore
distnbution Market risk exposures across
MARKET RISK -

all asset classes have rematned low
DERIVATIVES %

throughout the year

Wea enter into vanous denvatives contracts,
largely on the back of customer flow for
hedging foreign exchange, commaodity,
aquity and interest rate exposures and
to a small extent as principal for trading
purposes These include financial
futures, options, swaps and forward rate
agreements The nsks associated with
denvative Instruments are monitored In
the same manner as for the undertying
Instruments Risks are also measured
acrass the product range to take into
account possible corrglations

information showing our
derivativae trading portfolio over
the reporting peniod on the basis
af the notional principal and the
fair value of all dervatives can
be found on page 199

The notional pnncipal indicates our actwaty
In the dervatives market and represents
the aggregate see of total outstanding
contracts at year end The far value of a
denvative financial instrument represents
the present value of the positve or negative
cash flows which would have occumred had
we closed out the nghts and obligations
ansing from that instrument in an orderty
market transaction at year end Both these
amounts reflect only dervatives exposure
and exclude the value of the physical
financial instruments used o hedge

these posions

{rontinnied)

Balance sheet risk
management

BALANCE SHEET RISK
DESCRIPTION

Balance sheet nsk encompasses the
financial nsks relating to our asset and
habilty portfolios, compnsing market
kquidity, funding, concentration, non-
trading interest rate and foreign exchange,
encumbrance and leverage nsks on
balance sheet

BALANCE SHEET RISK
GOVERNANCE STRUCTURE
AND RISK MITIGATION

Under delegated authortty of the board, the
group has established asset and fiability
management committess (ALCOs) within
gach core geography in which it eperates,
using regional expertise and local market
access as appropnate The ALCOs are
marndated to ensure independent supervision
of hquidity nsk and non-trading interest rate
nsk within a board-approved nsk appetite

The size. matenality, complexty, matunty
and depth of the market as well as access
to stable funds are all nputs considered
when establishing the iquidity and non-
trading interest rate nsk appette for each
geographic region  Specific statutory
requirements may further dictate special
policies to be adopted in a region

Detalled polcies cover both domestic and
foreign currency funds and set out sources
and amounts of funds necessary to ensure
the coniinuation of our operations without
undue Interruption We aim to maich-fund
In currencies, where it 1s practical and
efficent 1o do so and hedge any residual
currency exchange nsk ansing from deposit
and loan banking actvities

In terms of regulatory requirernents and the
group's hquidty policy, Investec ple (and its
subsidianes) are nng-fenced from Investec
Limited {and tts subsidranes) {and vice
versa) and both legal entities are therefore
required to be self-funded

The ALCOs compnse the group nsk
director, the head of balance sheet nsk,
the head of nsk, the head of corporats
and institutionat banking actmties, head

of prvate banking distnbution ¢hannels,
economists, the treasurer, dvisional heads,
and the balance shest nsk management
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Risk management

{eontined)

team The ALCOs formnally meet on a
monthly basis to review the exposures that
he within the balance sheet together with
market conditions, and decide on strategies
to mitigate any undesirable lquidity and
interest rate nsk The Central Treasury
function withuin each region 1s mandated to
holstically manage the iquidty mismatch
and nen-trading interest rate nsk ansing from
our asset and liabilty portichos on a day-to-
day basis

The treasurers are required to exercise tight
control of funding, hquidity, concentration
and non-trading interest rate nsk within
parameters defined by the board-approved
nsk appetite policy Non-trading interest
rate nisk and asset funding requirements are
transferred from the onginating business to
the treasury functicn

The Cantral Treasury, by core geography,
directs pricing for all depostt products,
establshes and maintains access to stable
wholesals funds with the approprate tenor
and pncing characternstics, and manages
llquid secunties and collateral, thus providing
prudential management and a flexible
response to volatle market condiions

The Central Treasury functions are the sole
intariace to the wholesale market for both
cash and denvative transactions

We maintain an intemal funds transfer
prcing systemn based on prevaling market
rates Qur funds transfer pncing system
charges the businesses the price of
short-term and long-term liquidity taking
nto account the behavioural duration of
the asset The costs and nsks of iquidity
are clearty and transparently attnbuted

to business knes and are understood

by business ine management, thereby
ensunng that price of kquidity 1s Integrated
Into business level deciston-making and
drves the appropnate mix of sources and
uses of funds

The balance sheet nsk management team,
In their respective geographies based within
Group Risk Management, independently
identify, quantfy and monsor nsks, providing
daily ndependent governance and oversight
of the treasury actvities and the execution
of the bank's policy, continuously assessing
the nsks while taking changes in market
conditions into account In carrying out its
duties, the balance sheet nsk management

team monitors histoncal hquidity trends,
tracks prospective on- and off-balance sheet
liquichty obligations, identrfies and measures
internal and externat iguidity warning signals
which permit early detection of potential
hquedity concems through dady iquidity
reporting, and further perform scenano
analysis which quantifies our exposure, thus
providing a comprehensive and consistent
governance framework The balance sheet
nsk management team proactively identfies
proposed regulatory developments, best
nsk practice, and measures adopted

in the broader market, and implements
changes to the bank’s nsk management and
governance framework whare relovant

Scenano modelling and ngorous daty
liquidty stress tests arg designed to
measure and manage the liqudity position
such that payment obligations can be met
under a wide range of normal company-
specific and market-driven strass scenarnos
These assume the rate and timing of
deposit withdrawals and drawdowns on
lending facilties are vaned, and the ability to
access funding and to generate funds from
asset portfolios I1s restncted

The parameters used in the scenanos are
reviewed regularty, talkang into account
changes in the business environments and
input from business units The objective Is to
analyse the possible impact of an economic
event nsk on cash flow, lguidity profitability
and solvency position, so as to mantain
suificient bguidity, i an acute stress, to
continue o operate for a minmum penod as
detailed in the board-approved nsk appetite

We further carry out reverse stress tests
to dentfy business mode! vulnerabiities
which tests ‘tall nsks’ that can be missed
in normal stress tests The group has
calculated the seventy of stress required
to breach the hquidity requiremenis This
scenario 1s considered highly unlikely
gven the group s Strong liguidity position,
as it requires an extreme withdrawal of
deposits combined with the inability to
take any management actions to breach
hquschty miruma that threatens Investec’s
liguidity position

The integrated balance shest nsk
management framework 15 based on similar
methodologies to those contermplated
under the Basel Commuttee on Banking
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Superasion’s (BCBS) ‘iquidity nsk
measurement standards and monitonng'
and 1s compliant wath the *principles of
sound Iiquidity nsk management and
supervision’ as well as ‘gudetines for the
management of interest rate nsk in the
banking book’

Each banking entity within the group
mantains a contingency funding plan
designed to protect depositors, creditors
and shareholders and maintain market
confidence duning adverse lquidity
conditions and pave the way for the group
to emerge from a potential funding cnsis
with the best possible reputation and
financial condmion for continuing operations
The iquidity contingency plans outline
extensive early warning indicators, clear
Ines of communication, and decisive cnsis
response strategies

There 1s a regutar audit of the balance sheet
nsk management function, the frequency

of which 1s determined by the ndependent
audit committees

Daity, weekly and monthly reports are
independently produced highhghting bank
actnity, exposures and key measures
against thresholds and rmits and are
distnbuted to management, ALCO, the
Central Treasury function, ERRF, GRCC,
BRCC and the board

Statutory reports are submitted to the
relevant regulators in each junsdiction within
which we operate

The group operates an industry-recognised
third party nsk modeling system in addition
o custom-built management information
systems designed to identify, measure,
manage and monitor kguidity nsk on

both a current and forward fooking basis
The system is reconciled to the bank's
general ledger and audited by Internal and
External Audit thereby ensunng integnty

of the process




LIQUIDITY RISK

Liquidity nsk descnption

Liquidity nsk 1s the nsk that, desprite being
solvent, we have insufficient capacity to
fund increases In assets, or are unable

1o meet our payment obligations as they
fall due, without incumng unaccepiable
losses This includes repaying depositors
or matunng wholesale debt This risk Is
inherent in all banking operations and can
be tmpacted by a range of institution-
specific and market-wide events

Liquidity nsk is further broken down into

* Fundmg hquidity which relates to
the nsk that the bank will be unable to
meet current and/or future cash flow
or cokateral requirements i the normal
course of business, without adversely
affecting ts financial postion or s
reputaticn

* Market iquidity which relates to the
nsk that tha bank may be unable to
trade in specific markets or that it may
only be able to do so with difficulty
due to market disruptions or a lack of
marketl lquidity

Sources of iquidity nsk include

* Unioreseen withdrawals of deposits

s Restncted access to new funding with
appropriate matunty and interest rate
charactenstics

+ |nabilty 1o lquidate a marketable asset
In a timely manner with mnimal nsk of
capital loss

= Unpredicted custormner non-payment of
loan obhgations

* A sudden increased demand for loans
In the absence of corresponding funding
inflows of appropnate matunty

Risk manageinent

Management and measurement of
hgudity nsk

Matunty transformation perforrmed by banks

15 a crucsal part of financial ntermediation
that contnbutes to efficient resource
allocation and credit creation

Coheswve iquidity management is vital

for protecting our depositors, preserving
market confidence, safeguarding our
reputation and ensunng sustainable
growth with established funding sources
Through actve hquidity management,

wa seek 1o preserve stable, reliable and
cost-effective sources of funding As such,
the group considers ongoing access to
appropriate kquichty for alt its operations
1o be of paramount mportance, and our
core lquichty philosophy 1s reflected in
day-to-day practices which encompass the
following robust and comprehensive set
of policies and procedures for assessing,
measunng and controling the iquidity nsk

+ The group comphes with the BCBS
prnnciples for sound hiquidity nsk
management and supervision

* The group has committed itseff to
Implemantaton of the updated BCBS
guidelines for lquidity nsk measurement,
standards and monrtoring as phased In
from 2015

+ Our quidity management processes
encompass prnnciples set cut by the

regulatory authonties n each junsdiction,

namely the PRA, EBA, Guernsey
Financial Sennces and Swiss Financial
Supervisory Authonty

¢ The nsk appetita 1s clearty defined by the

board and each geographic entity must
have its own board-approved policies

with respact to lquidity nsk management

¢ Interms of regulatory requirements and
the group's liquidity policy, Investec pic

{and its subsidianas) are nng-fenced from

Investec Uimited {and its subsidianes)
{and vice versa) and both legal entities
are therefore required to be self-funded

* We mantan a hquidity buffer in
the torm of unencumbered cash,
government or rated secunties
{typically eligible for repurchase with
the ceniral bank), and near cash well
In excess of the statulory requirements
as protection against unexpecied
disruptions in cash flows

{rontinned)

Funding i1s diversified with respect to
currency, term, product, client type and
counterparty o ensure a satisfactory
overall funding mix

We monitor and evaluate each banking
entity’s matunty ladder and funding
gap (cash flow maturity nusmatch) on
a 'lguidationy’, *going concern” and
‘stress’ basis

Daily liquidity stress tests are camed out
to measure and manage the quidity
position such that payment obligations
can be met under a wida range of
normal and unkkely but plausible
stressed scenanos, in which the rate
and timing of depost withdrawals and
drawdowns on lending facilities are
vaned, and the ability to access funding
and to generate funds from asset
portichos 1s restricted The objective 1s
to have sufficient iqurdity, In an acute
stress, to continue to operate for a
minimum penod as detailed in the
board approved nsk appetita

Our hqudity nsk parameters reflect

a coltection of liquidity stress
assumptions which are reviewed
regularty and updated as needed
These stress factors go well beyond
our expenance during the height of the
recent financial crsis

We {urther carry out reverse stress iests
to identily business model wineratulities
which tests "tall nsks' that can be
missed in normal stress tests The
group has calculated the seventy of
stress required to breach the quidity
requirements

The balance shest nsk management
team independently monitors key dally
funding metncs and hquidity ratios to
assess potential nsks to the hquidity
position, which further act as earty
warning indicators of potential normal
market disruption

The group centrally manages access
1o funds m both domestic and offshore
markets through the Corporate and
Instrtutional Banking dmision

The maintenance of sustainable prudent
Iquidity resources takes precedence
over profitability

Each major banking entity maintains an

internal funds transfer pncing system
based on prevaiing market rates
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Risk management

{rontinned}

The treasury function charges out the
pnce of long- and short-term funding

to internal consumers of iquidity,

whuch ensures that the costs, bensfits,
and nsks of hquidity are clearly and
transparantly attnbuted to business lings
and are understood by business kne
management The funds transfer pncing
methodology 1s designed to signal the
nght incentive to our lending business

* The group mantains adequate
contingency funding plans designed
to protect depositors, creditors and
sharehoelders and mantain market
confidence dunng adverse hquidity
conditions

Our kquidity nsk management reflacts
evoing best practice standards n hight of
the challsnging environment Liquickty nisk
management encompasses the ongoing
management of structural, tactical day-to-
day and contingent stress liquidity

Management uses assumptions-based
planning and scenanc modeling that
considers markat conditions, prevaling
interest rates and projected balance sheet
growth, to estimate future funding and
hquidity needs while taking the desired
nature and profile of llabiliies into account
These metncs are used to develop our
funding strategy and measure and manage
the execution thersof The funding plan
detadls the proportion of our external assets
which are funded by customer labilitiss,
unsecured wholesale debt, equity and loan
capital, thus maintaimng an appropnate mix
of structural and term funding, rasulting n
strong balance sheet liquidity ratios

We measure hquidity nsk by quantifying
ang calculating vanous liquidity nsk metncs
and ratios to assess potential nsks to the
Iquidity position Metrics and ratios include

* Local regulatory requirements
* Contractual run-off based actual cash
flows with no modeling adustment

* ‘Business as usual’ normal environment
whera we apply rollover and
reinvestment assumptions under berugn
market conditions

» Basel standards for liquidity
measurement

- Liguidity Coverage Ratio (LCR})
- Net Stable Funding Ratio (NSFR)

* Stress condiions based on statistical
histoncal analysis, documented
expenance and prudent judgement

s Quantfication of a ‘survival honzon'
under stress conditions The survival
honzon 1s the number of business days
it takes before the bank’s cash postion
turns negative based on statistical
historical analysis, documentad
expenance and prudent judgement

¢ Other key funding and balance
sheet ratios

¢ Monitonng and analysing market trends
and the external environment

This ensures the smoocth management

of the day-to-day liquidity position within
conservative parameters and further
validates that wa are able to generate
sufficient hquidity to withstand short-term
liqurdity stress or market disruptions in the
event of either a firm-specific or general
market contingent event

We mantain a funding structure with
stable customar deposits and long-term
wholesale funding wel! 1n excess of ilhiquid
assels We target a diversified funding
base, avoiding undue concentratrons by
investor type, matunty, market source,
instrument and currency This validates
our ability 1o generate funding from a
broad range of sources in a vanety of
geographic locations, which enhances
financial flexibiity and limuts dependence
on any one source SO as to ensure a
satisfactory overall funding mix to support
loan growth

We acknowledge the importance of our
private client base as the principal source
of stable and well dversified funding for
investec’s nsk assets We continue to
develop products to attract and service the
investment needs of our Pnvate Bank client
base We also have a number of nnovatve
retal deposit inmatves within our Private
Banking dmsion and these continued

to experience strong inflows during the
financial year Fixed and notice customer
deposits have continued to grow dunng the
year and our customers display a strong
'stickiness” and willingness to reinvest In our
suite of term and notice products

Entities within the group actively
participata in global financial markets and
our relationship 1s continuously enhanced

Y0 Investec plc silo {excluding Investec Limited) annual financial statements 2016

through regutar investor presentations
internationally Entiies are only allowed

to have funding expeosure to wholesala
markets where they can demonstrate

that the market 1s sutficiently deep and
Iquid, and then only relative to the size
and complexity of therr business We have
instrtuted vanous offshare syndicated loan
programmes to broaden and diversify term
funding In supplementary markets and
currencies, enhancing the proven capaciy
to borrow In the money markets The
group remains committed 1o increasing s
core deposits and accessing domestic and
foreign capital markets when appropriate

Decisions on the timing and tenor of
accessing these markets are based on
relative costs, general market conditions,
prospective views of balance sheet growth
and a targeted kguidity profile

The group’s ability to access funding

at cost-effective levels 1s iInfluenced by
maintaining or improving the entity’s credit
rating A reduction in these ratings could
have an adverse effect on the group’s
funding costs, and access to wholesala
term funding Credit ratings are dependent
on muitiple factors, including operating
environment, businass model, strategy,
capital adequacy levels, quality of earnings,
nsk appetite and exposure, and control
framework

As mentioned above, we hold a liquidrty
butfer in the form of cash, unencumbered
readily avalable high qualty hquid assets,
typically in the form of government or rated
secunties eligible for repurchase with the
central bank, and near cash well in excess
of the statutory requirements as protection
against unexpectad disruptions in cash
flows These portfolios are managed within
board-approved targets, and apart from
acting as a bufter under going concern
conditions, also form an integral part of
the broader liquidity generation strategy
Investec remans a net iquidity provider to
the interbank market, placing significantly
more funds with other banks than our
short-term interbank borrowings We do
not rely on interbank deposits to fund

term lending

From 1 Apni 2015 to 31 March 2016
average cash and near cash balances
over the penod amounted to £4 9 biflon



The group does not rely on committed
funding lines for protection aganst
unforeseen interruphions to cash flow We
are currently unaware of any circurnstances
that could significantly detract from our
ability to raise funding appropnate to

our needs

The bquidity contingency plans outhng
extensive early warning indicators,
clear ines of communication and

Risk management

decisive cnsis response strategies Early
warning indicators span bank-specific
and systemic cnses Rapid response
strategles address action plans, roles and
responsibilites, composition of decision-
making bodies involved in hquidity cnsis
managemsnt, internat and external
communications including public relations,
sourcas of iquidity, avenues available

to access additional kquidity, as well as

{rontinued)

supplementary information requirements
required to manage hquidity during such
an event

This plan helps to ensure that cash

flow estimates and commitments can

be met in the event of general market
disruption or adverse bank-specific events,
while mnimising detnmental long-term
implications for the business

CASH AND NEAR CASH TREND

£ million

6000 =
5000
4 000

3000 —

0

= Near cash {olther
monetrsable assets)

<=>  Central Bank cash
placemenis and
guaranteed bquidity

== Cash

| Apr15 May15 Junis  Julis

Aug15 Sep15 Oet15 Nov15 Deci15 Jan1é

Feb 16  Mar16 |

AN ANALYSIS OF CASH AND

NEAR CASH AT 31 MARCH 2016

O

£5 082 million

® 130% | Cash

® 815% | Contral Bank cash placements and
guarantead gudity

@ 55% | MNear cash (other moneisable esseis)

BANK AND NON-BANK DEPOSITOR

CONCENTRATION BY TYPE
AT 31 MARCH 2018

g,

£11 353 million

® 48% | Barks

® 545% | Indmduals

® 31 6% | Non financial corparates
® 91% | Small busmess
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Risk management

{rontnued}

The hquidity position
of the bank remained
sound with total
cash and near cash
balances amounting

to £5.1 billion

Liquidity mismatch

The table that {ollows shows our
contractual hquidity mismatch

The tablg will not agree directly to the
balances disclosed in the balance sheet
since the table ncorporates cash flows on
a contractual, undiscounted basis based on
the earliest date on which the group can be
required to pay

The table reflects that loans and advances
to custorners are largely financed by stable
funding sources

With respect to the contractual hquidity
mismatch

¢ No assumptions are made except as
mentioned below, and wea record all
assets and labiities with the underlying
contractual matunity as determined by
the cash flow profile for each deal

* As an integral part of the broader
liquidity generation strategy, we
maintain a hquidity buffer in the
form of unencumbered cash,
government, or rated secunties and
near cash against both expected
and unexpected cash flows

* The actual contractual profie of this
asset class 15 of itfte consequence,
as practically Investec would meet
any unexpected net cash outflows by
repo’ing or seling these secunties
We have

- seat the time honzen to 'on
demand' to monetise our statutory
iquidh assets for which hquidity 1s
guaranteed by the central bank,

92 ] Investec plc silke (exchuding tnvestec Limited} annual financial statements 2016

- set the time honzon to one month
to monetise our cash and near
cash portfolio of 'avalable-for-sale’
discrefionary treasury assets, where
there are deep seccendary markets
for this elective asset class, and

= reported the 'contractual’ profile by
way of a note jo the tables

With respect to the behavioural hquidity
mismatch

¢ Behawvoural lquidity mssmatch tends
to display a farly lugh probability, low
severty Iquidity positton Many retail
deposits, which are included withuin
customer accounts, are repayable
on demand or at short notice on a
contractual basis In practice, these
instruments form a stable base for
the group’s operations and liquidity
needs because of the broad base of
customers To this end, behavioural
profiing 1s apphed to labiiies with
an indeterminable matunty, as the
contractual repayments of many
customer accounts are on demand
or at short notice but expected cash
flows vary significantly from contractual
maturity Annternat analysis model
Is used, based on statistical research
of the histoncal series of products
This 1s used to identify significant
additional sources of structural hquidity
in the form of core deposits that
exhibit stable behaviour In addition,
reinvestment behaviour, with profile
and attntion based on history, 1s
appled to term deposits in the normal
course of business




Risk management

{eontinued)
Contractual hquidity at 31 March 2016
Six
Up One Three months One
to one to three 1o sIX to one to five > Five
£'million Demand month months months year years years Total
Cash and short-term funds -
banks 2974 429 337 1 4 - [} 3751
Investment/trading assets 494 379 790 164 134 712 1 555 4228
Secuntised assets - 3 - 1 4 5 138 151
Advances 277 510 581 599 1164 3561 1529 8221
Other assets 22 1274 112 9 27 212 750 2 406
Assets 3767 2 595 1820 774 1333 4 490 3978 18 757
Deposits — banks {40) {130) - (12) - (250) (112) {544)
Deposits — non-banks {1261} (3 208) {1378} {1 888) {904) {2 053) (137) {10 809}
Negotiable paper (1) {285) (27) (57) (64) {1197) 477) {2 108)
Secuntised liabilities - - 2) 3) @ (46) (63) (121}
Investment/trading habilities {11) {115) (84) {76) {267} 217) (420) {1190)
Subordinated labilities - - - - {22} - (575) {597)
Other Labilities {20) (1 019) (172) (65) {77 {132) (32) {1 507)
Liabilities {1333) {4 757) (1 663) (2 071) (1 341) (3 895) {1816) (16 878)
Sharehotlders' funds - - - - - - (1 881} {1 881)
Contractual hqudity gap 2434 {2 162) 157 (1297) (8} 595 281 -
Cumulative hquidity gap 2434 272 423 (868) {876} (281) - -
Behavioural iquidity
Q As discussed on page 92
Six
Up One Three months One
to one to three to six to one to five > Five
£'millian Demand month months months year years years Total
Behavioural liquidity gap 4 847 {780) 488 {1 382) {9) {3 000) (164) -
Cumnulative 4847 4 087 4 555 3173 3164 164 - -
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Risk management,

fronfinied)

BALANCE SHEET RISK YEAR
IN REVIEW

* Investec mantained and improved its
strong kquichity position and continued
1o hold high levels of surplus liquid
assets

*  We sustaned strong term funding in
demanding market conditions while
focusing on lowenng the weighted
average cost of funding

*  Ouriquidity nsk management process
remains robust and comprehensive

The strategy to complete the normalisation
of batance sheet iquidity levels following
the large strategic sales in the last quarter
of the previous tnancial year has been
executed This was achieved by mid-year
through a combination of asset growth
and hability management A strong,
surplus hquidity position has subsequently
been maintained in line with our overalt
conservative approach to balance sheet
nsk management

Gross asset growth has been strong
throughout the year, with net asset growth
strong in the second half of the year

Both Investec Bank plc and Investec plc
recenved ratings upgrades dunng the year
Moody's upgraded Investec Bank plc’s
long-term deposit rating first n June 2015
to A3 from Baa3, then again In February
2016 10 AZ (stable outlook) Investec plc's
long-term issuer rating was a'so upgraded
by Moody’s, from Ba1 to Baa3 in

June 2015, to Baa2 in February 2016,
and then to Baa1 on 26 Apnl 2016

In October 2015, Investec Bank ple s long-
term default rating was upgraded by Fitch
10 BBB {stable owtlook) from BBB-

This, together with active management of
the kability channels, has supported the
continued reduction of funding rates over
the year The weighted average contractual
matunty of the hability book has been
lengthening, to give closer matching of
asset and hability matuntes

The focus continues to be on developing
the retall funding strategy while mantaining
good access to a diverse range of funding
channels Opportunties in the wholesalg
and secured funding space have besn
smployed In a strategic manner to extend

the contractual maturity of balance sheet
llabilmes, while avording refinancing

nsks These include a seven-year senior
unsecured bond 1ssuance for Investec plec,
a three-year syndicated loan and additional
four year BOE Funding for Lending
Scheme drawings for Investec Bank plc

The year-end cash position was
particutarty strong, augmented by scme
pre-funding of next year's anticipated asset
growth at competitiva lavels

Cash and near cash balances at

31 March 2016 amounted to £5 1 bilhon
{2015 £5 0 bilhon) Total customer
deposits increased by 4 9% to £10 8 bill.on
at 31 March 2016 (2015 £10 3 billon}) We
continue to comforiably exceed regulatory
quidity requirements for the LCR and
NSFR liquidity ratios

REGULATORY CONSIDERATIONS
~ BALANCE SHEET RISK

In response to the global financial cnsis,
national and supranational regulators have
introduced changes 1o faws and regulations
designed to both strengthen and harmonise
global capital and hquidity standards to
ensure a strong financial sector and global
economy

Two key liguidity measures were defined

+ The quidity coverage ratio {LCR)
1s designed to promote short-term
rasiience of cne-month iquidity
profile, by ensunng that banks have
sufficient high quality iqurd assets to
meet potential outflows in a stressed
emaronment The BCBS published
the final calibration of the LCR In
January 2013 The LCR ratio1s being
phased in from 2015 to 2019

* The net stable funding ratio (NSFR)
1s designed to capture structural
1S5UeS over a longer time honzon by
requinng banks to have a sustainable
matunty structure of assets and
hiabiiies The BCBS pubhished the final
consultation document on the NSFR In
October 2014 The NSFR ratio will be
introduced th 2018

The group has committed itself to
implementation of the BCBS guidelnes
for hequidity nsk measurement standards
and the enhanced regulatory framework
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to be established Investec has been
proactively reporting on these ratios
intarnally according to the emerging Basel
definihons since February 2010 Investec
already exceeds minimum requirements
of these standards as a result of efforts to
reshape our kquidity and funding profile
where necessary

On 1 October 2015 under European
Commission Delegated Regulation
2015/16, the LCR became the PRAs
prmary regulatory reporting standard for
lquidity The LCR 1s being introduced

on a phased basis, and the PRA has
opted to impose higher hiquidity coverage
requiremenis during the phased-in

perod than the minimum required by |
CRD iV UK banks are currently required

to maintain a minmum of 80%, rising to

90% on 1 January 2017 and 100% on

t January 2018

The BCBS published iis final
recommendations for implementation

of the NSFR in October 2014, with the
minimum requirement to be introduced
in January 2018 at 100% Banks are
expected to hold an NSFR of at least
100% on an ongoing basis and report
1ts NSFR at least quarterly Ahead

of ts planned implementatwon on

1 January 2018, the NSFR wall remain
subject to an observation penod We will
continue to monrtor these rules until final
implementation



NON-TRADING INTEREST RATE
RISK DESCRIFTION

Non-trading interest rate nsk, otherwise
known as interest rate nsk in the banking
book, Is the iImpact on nat interest
earnings and sensitivity to economic

value as a result of unexpected adverse
mavements in interest rates arnsing

from the execution of our core business
strategres and the delivery of products and
services to our customers

Sources of interest rate nsk nclude

Repricing risk arses from the timing
differences in the fixed rate matunty
and floating rate repricing of bank
assets, llabilities and off-balance sheet
derivative positions  This affects the
interest rate margin realised between
lending income and borrowing costs
when applied to our rate sensitive
portfolios

Yield curve nsk repricing
mismatches also expose the bank to
changes in the slope and shape of the
yield curve

Basis nsk arnises from imperfect
correlation in the adjustments of the
rates earned and paid on different
Instruments with ctherwise simdar
repricing charactenstics

Embedded option nsk* we are nol
matenally exposed to embedded
option nsk, as contract breakage
penalties on fixed-rate advances
specifically cover this nsk, while
prepayment optionaliiy Is restncted
to vanable rate contracts and has no
impact ¢n interest raie nsk

Endowment nsk refers to the interest
rate nsk exposure ansing from the

net differantial between Interest

rata insansitive assets, interest rate
Insenstive labdities and capital

The above sources of interest rate nsk

affect the interest rate margin realised
between lending income and borrowing
costs, when applied to our rate sensitive
asset and hability portfolios, which has a
direct effect on future net Interest mcome
and the economic value of equity

Risk management

MANAGEMENT AND
MEASUREMENT OF NON-
TRADING INTEREST RATE RISK

Non-trading interest rate nsk In the
banking book is an inherent consequence
of conducting banking activities, and
anses from the prowvision of retall and
wholesale (non-trading) banking products
and services The group considers the
management of banking margin of vital
importance, and our cora non-trading
intergst rate nsk philosophy 1s reflected in
day-to-day practices which encompass
the following

The group complies with the BCBS
framework for assessing banking book
{non-trading) interest rate nsk

The management of interest rate nisk

in the banking book 1s centralised
within the Central Treasury function and
treasury 18 mandated by the board to
activaly manage the liquidity mismatch
and non-trading interest rate nsk arising
from our asset and lability portfolios

Treasury 1s the primary Interface to the
wholasale market

The treasurer Is required to exarcise
tight contral of funding, liguidity,
concentration and non-trading interest
rate nsk within parameters defined by
the nsk appetite policy

Internal capital is allocated for non-
trading Interest rate nsk

The nsk appetite 1s clearly defined by
the board In relation to both earmings
nisk and economic value nsk In
addition, each geographic entity has
Its own board-approved policies with
respect to non-trading interest rate nsk

The non-trading interest rate risk
policy dictates that long-term non-
trading nterest rate nsk 1s matenally
eliminated In accordance with the
policy, interest rate swaps are used
to swap fixed deposits and loans into
variable rate in the wholesale market

Together with the business, the
treasurer develops strateglies regarding
changes In the volume, composition,
pncing and interest raté charactenstics
of assets and habilites to mitigate the
interest rate nsk and ensure a high
degree of net interest margin stability
over an Interest rate cycle These are
presented, debated and challenged in
the hability product and pncing forum
and ALCO

{rentinued}

It 15 the responsibility of the habilty
product and pncing forum, a sub-
committee of ALCO, to review the
hquidity, interest rate and concentration
charactenstics of all new products
and approve they Issuance, ensunng
that both standard and non-standard
deposit products, particularty those
designed for the Private Banking
customers, both match market curves
and can be hedged if necessary

Pricing for all deposit products s set
centrally In doing so we manage
access to funding at cost-effective
levels, considenng also the stressed
iquidity value of the liabities

Balance Sheet Risk Management
indepeandently measures and analyses
both traditional interest rate repncing
mismatch and net present value (NFV)
sensitvity to changes n interest rate
nsk factars, detailing the sources of
interest rate exposure

The bank maintains an internal funds
transfer pricing system based on
prevailing market rates which charges
out the price of leng- and short-term
funding to consumers of hquidity and
provides long-term stable funding for
our asset creation activity

Daily management of interest rate
nsk 15 centralised within Treasury and
15 subject 1o Independent nsk and
ALCO review

Non-trading mterest rate nsk 1s
measured and analysed by utilising
standard tools of tradiional intersst rate
repncing mismatch and NPV sensitmty
to changes in interest rate nsk factors
We detal the sources of Interest rate
exposure, whether repncing nsk, yield
curve nsk, basis nsk or embedded
option ask This is performed for

a vanety of interest rate scenaros,
covenng

- Interest rate expectations and
percewved nsks to the central view

— Standard shocks to levels and
shapes of interest rates and yield
curves

- Histoncally-based yield curve
changes
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Risk management

frontinied)

This 15 consistent with the standardised
nterest rate measurement recommended
by the Basel framework for assessing
Interest rate nsk in the banking book
(non-trading interest rate nsk)

¢ The am is 10 protect and enhance net
Interest InGome and economic value in
accordance with the board-approved
nsk appetite and ensurg a high degree
of net Interest margin stability over an
interest rate cycle Economic value
measures have the advantage that all
future cash flows are considered and
theretore can highight sk beyond the
earnings honzon The repncing gap
provides a basic representation of the
balance sheet, with the sensitvity of
earnings 1o changes to interest rates
caleulated off the repncing gap This
allows for the detection of interest
rate nisk by concentration of repricing
buckets Net interest income sensitivity
measures the change In accruals
expsected over the specified honzon in
response to a shift in the yield curve,
while aconomuic value sensitmvity and
stress tasting to macro-aconemic
movement or changes to the yield
curve measures the interast nsk impheit
changa in net worth as a result of a
change in interest rates on the current
vatues of financial assets and habilities

* Wae carry out techrnical interest
rate analysis and economic review
of fundamental developments by
geography, the results of this evaluation
are used o estimate a set of forward-
looking interest rate scenanos
Incorporating movements 1n the yield
curve level and shape, after taking
global trends into account

* These combinations of measures
provide senior management {(and
the ALCOs) with an assessment of
the financial mpact of idenufied rate
changes on potential future net interest
Incoms and sensitivity to changes In
economic value

+ Our nsk appetite policy requires that
interest rate nisk ansing from fixed
interest lcans Is transferred from the
onginating busness to the Central
Treasury function by match-funding n
turn, Central Treasury hedgss matenal
fixed rate assets with a term of more
than one year on a deal-by-deal basis
with the use of vanable versus fixed
interest rate swaps The market for

these vanilla swaps 15 deep, with the
result that such hedging is efficient
Likewise, Central Treasury also hedges
all fixed rate deposits with a term of
more than one year to vanable rate
These dervatve hedging trades are
executed with the bank’s interest rate
trading desk Limits exist to ensure
there Is no undesirad nsk retained
within any business or product area

Operationally, non-trading interest rate nsk
15 transferred within pre-defined guidelines
from the onginating business to the Central
Treasury function and aggregated or netted
providing Central Treasury with a holistic
view of the exposure Central Treasury
then mplements appropnate balance
sheet strategies to achieva a cost-effective
source of fJunding and mitigates any
residual undesirable nsk where possible,
by changing the duration of the banking
group s discretionary quid asset portfolio,
or through dervative transactions which
transfer the nsk into the rading books
within the Corporate and Institutional
Banking dvisicn to be traded with the
external market The treasury mandate
allows for a tactical response to market
opporturwties which may anse dunng
changing Interest rate cycles Any resuttant
Interest rate position 15 managed under the
market nsk imits

lnvestec has a relatively small endowment
nsk dug 1o paying marke! rates on

all deposits, compared to banks with
significant low or non-interest-bearing
current and cheque accounts Endowment
nsk due to free funding, compnsing mamnty
ordinary share caprtal and reserves, IS
managed passvely, with the focus on
measunng and monitonng The endowment
nsk Js included withun our non-trading
nterest rate nsk measures

The BCBS has indicated that after
completing and embedding the cument
reforms {covenng capital, leverage and
liquidity), the capital framework for interest
rate nsk on the banking book will be
revisited In part this 1s due to the increase
in the quantum of high-qualtty lquid assets
(HQLA) which banks will need to hold

In meeting the new hquidity ratios and

the potential Increase in interest rate nsk
thereon The expectation 15 that Basel will
produce addtionat documents in the next
year on minimum standards for interest rate
nsk measurement in the banking book
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Interest rate sensitivity gap

The table below shows our non-trading interest rate mismatch at 31 March 2016 These exposures affect the interest rate marg:n reafised
batween lending incoma and borrowing costs assuming no management ntervention

> Three > Six
Not months months > One year Tatal

> three but < six but but > Five non-
£million months months < one year < five years years Non-rate trading
Cash and short-term funds - banks 3 569 - - - - - 3 569
Investment/trading assets and
statutory iquids 984 107 23 335 750 - 2199
Securtised assets 151 - - - - - 151
Advances 6 300 611 263 688 359 - 8221
Other assets - - - - - 2384 2384
Assets 11 004 718 286 1023 1109 2384 16 524
Deposiis — banks (488) (12) - - - - (500)
Deposiis — non-banks (8 467) (786) (959) {596) (1) - {30 809)
Negotiable paper (172) (34) (10} {488) {586) - {1 290)
Securttised labilties (121) - - - - - (121)
Subordinated habilities 4 - (18) - (575) - {597)
Other liabilities (52) - - - - (1274) {1.326)
Liabilities (9 304) (832) (987) {1 084} (1162) (1 274) {14 643)
Shareholders’ funds - - - - - (1 881) {1881)
Balance sheat 1700 (114) {701) (1)) (53 [771) -
Off-balance sheet 468 185 (114} (95) (444) - -
Repricing gap 2168 7 (815} {(156) {497) (771) -
Cumulative repncing gap 2168 2239 1424 1 268 m -

Economic value sensitivity at 31 March 2016

For the reasons outiined above, our preference for monitoring and measunng non-trading mterest rate nsk 1s economic value sensitivity
The table below reflects our economic value sensitividy to a 2% parallel shift in interest rates assuming no management intervention
The numbers represent the change to the value of the interest rate sensrtive portfolios should such a hypothetical scenano anse

This sensitvity effect does not have a significant direct impact on our equity

Sensitivity to the following interest rates
{expressed n original currencies)

million GBP usD EUR AUD ZAR  Other (GBP) All (GBP)
200bps down (59 4) 82 {125 13 63 01 745)
200bps up 550 88 173 (13 63 ©1) 698
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feontiied)

Asset encumbrance

An asset Is defined as encumbered If it has been pledged as collateral against an exisung lablity and, as a result, 1s no longer avalable
to the group to secura funding, satisfy collateral needs or be sold to reduce the funding requirermernt An asset 1s therefore categonsed
as unencumbered If t has not been pledged against an existing habiity Risk Management monitors and manages {otal balance sheet
encumbrance via a board-approved nsk appetits framework

The group utiises secunttsation in order to ra:se external term funding as part of its dwersified labhity base Secuntisation notes tssued are
also retamed by the group which are avallable to provide a pool of collateral elgible to support central bank bguidity facilimes, including the
Bank of England Funding for Lending Scheme

The group uses secured transactions to manage short-term cash and collateral needs Detalls of assets pledged through repurchase
activity and collateral pledges are reported by line item of the balance sheet on which they are reflected on page 222 Related habilities
are also reported

On page 197 we disciose further details of assets that have been received as collateral under reverse repurchase
agreements and securities borrowing transactions where the asseis are allowed to be resold or pledged

The below asset encumbrance disclosures are based on the requirements set out (n the Capital Requirements Regulatien and the related
guidelines issued by the European Banlkang Authonty in June 2014

information on importance of encumbrance

Encumbered assets have been identified in accordance with the reporting requirements under European Capital Requirements Regulation
{CRR) As at 31 March 20186, £1 925 millon of the group's assets were encumbered An asset 15 defined as encumbered If It has been
pledged as collateral against an existing liability and as a result1s nc fonger freely avalable to the group

Assets
Carrying Carrying

amount of Fair value of amount of Fair value of

encumbered encumbered unencumbered unencumbered

£'million assets assets agsets assets
010" Assets of the reporting institution” 1925 - 15399 -
030 Equity instruments 138 138 565 565
040" Debt securities 684 684 1778 1778
120 Other assets 575 - 1126 -

Collateral receved

Fair value of coliateral
Fatr value of received or own debt

encumbered collateral secunties 1ssued

receved or own debt available for

£'million secunties 1ssued encumbrance
130" Collateral received by the reporting institution*” 227 1 356
150™ Equity instruments - 101
160* Debt secunties 225 1020
230" Other collateral receved - 130

240" Own debt secunties issued other than own covered bonds or ABSs - -

Encumbered assets/collateral recerved and assoctated habilities

Assets, collateral
received and own debt
Matching habihties,  secunties 1ssued other

contingent habiities than covered bonds
£'miilion or secunties lent and ABSs encumbered
010" Carrying amount of sefected financial habilites 1574 1650

The above tables only nclude a subset of underfying product categones and therefore when aggregated may not agree back to the
total ling tems indicated

** The numencal row references included in the above tablas reference the asset encumbrance reporting instructions specified n
Annexure XVil of the Commussion Implementing Reguiation and can also be found in the European Banking Authonty encumbrance
disclosure gurdelnes winch were published in June 2014
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Risk management

OPERATIONAL RISK DEFINITION

{rontinucd)

Operational nsk 1s defined as any instance where there is potential or actual impact to the group resulting from falled interna! processes,
people, systems or from external events The impacts ¢an be financial as well as non-financial such as customer detnment, reputational

or regulatory consequences

Operational nsk s an inherent nsk 1n the operations of a specialist bank and asset management group The group ams to appropnately
identfy and manage operaticnal nsk within acceptable levels by adopting sound operational nsk management practices which are integrated
nto an overall nsk management framework which s fit for purpose

CPERATIONAL RISK MANAGEMENT FRAMEWORK

The group continues o operate under the standardised approach (TSA} to operational nsk for regutatory capital purposes The framework which
ncludes policies and procedures s embedded at all levels of the group, supported by the nsk cutture and enhanced on a continual basis as the
discipline matures and in line with regulatory developments

Practces and processes are supported by an operational nsk management systemn which facitates the identificaton, assessment and miigation of
operaticnal nsk

Practices consist of the following

=
e
)
o
o
Q
12}
18]
a

PURPOSE

RISK AND SCENARIOS

CONTROL INTERNAL RISK EXTERNAL KEY RISK AND CAPITAL
ASSESSMENT EVENTS RISK EVENTS INDICATORS CALCULATION REPQORTING
Qualitative Incidents Access to an Metncs are Extreme, Reporting and
assessments resulting from external data usad to monitor yet playsible escalation
that identdy key talled systems, provider refating nsk exposures sSCenangs are framework n
aperational nsks processes, to operational identified evaluated for place

and controls peopls or nsk events that against financial and

external events occur In the thresholds non-financial
global financial impacts
services industry

Identifies A causal analysis Events are AssIsts in Measure Ensures that
ineffective 15 performed used to raise predictive EXpOsUres nsk events and
controls and and enables managamant capability and ansing from exposures are
improves business to awareness and assessing the key nsks which identified and
decision-making identify trends in as input to nsk nsk profile of the ara considered appropnately
through an nsk everis and assessment and business In determining escalated and
understanding address control scenano analysis internal managed

of the weaknessas operational

operational nsk risk capital

profile requirements
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Risk management.

{t‘on Hnm’d)

GOVERNANCE

The governance structure relating to operational nsk forms an integral part of the operational nsk management framework

The structure adopted to manage operational nsk is supported and enforced by a level of defence model and includes prnciples relating to

combined assurance

ASSURANCE <

. N N I |
INDEPENDENT

BOARD AND EXTERNAL OPERATIONAL

BOARD ASSURANCE AND INTERNAL RISK BUSINESS UNIT

COMMITTEES SUPERVISION ASSURANCE MANAGEMENT MANAGEMENT

» Determunation of = External * [ndependent * Challenge and * |dentidy, own
the nsk appetite assessment of review of review business and mitigate
and tolerance of operational nsk framework and s unit practices and operational nsk
the bank environment effectvenass data

* Establish

* Monitor and + Onstte reviews by « Audit findings * Masntain and mantamn
review operational the FCA, PRA and considered as par operational nsk appropnate
nsk exposures other regulators of the operational management operational nsk

. L of th nsk management framework and control
Approval of the process including policies environment

operational nsk
management
framework

and procedures

+ Report to board
and board
committees on
operational nsk
events and cumrent
and emerging
exposures

RISK APPETITE AND TOLERANCE

The Operatonal Risk Teterance policy defines the amount of operational nsk exposure, or potential adverse impact from a nsk event,
that the bank 1s willing to accept or retan The objective of the policy is to encourage action and mitigation of nsk exposures and

provides management with the guidance to respond appropniatelty Additionally, the policy defines captunng and reporting thresholds
for nsk events and guidance o respond to key nsk indicators appropnatety
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Risk management

frontuned}

Key operational nsk considerations

DEFINITION OF RISK
CYBERSECURITY

MITIGATION APPROACH

PRIORITY FOR 2016/17

Risk associated with
cyberattacks ncluding
disruption of chent-facing .
systemns, data theft, cyber
terronsm and espionage

FINANCIAL CRIME

Maintaning a robust cybersecunty strategy focusng
on prediction, detection, prevention and response
Shanng of threat information with relevant peers, law
enforcement and industry bodies

Active nvolvernent of cybersecunty teams dunng
systams development, ensunng applications are
secure by design

Mantenance and testing of secunty incident
breach response procasses ensunng that these are
consistent, coordinatad and global in pature
Ongoing research inte the latest cyberattack
methods and ravising controls to ensure the group
1s adequately protected

Risk associated with fraud, .
bnbery cormuption, thefi,

maney laundenng terronst .
financing tax evasion, forgery
and integnty misconguct by
staff, chents, suppliers and

Identfy and assess financial cnme nsks holistically in
clients sectors and markeis

Consistent implementation of standards to prevent,
detect, deter and respond to all financtal cnme
noidents

Targeted traiming for the specific nsk roles and regufar

Proactive strategy for the effective prevention,
detection and investigation measures of all financial
cnme types which includes business and client nsk
assessments

Development of financial cnme prevention policies
and praciices which comply with regulations,
industry guidance and best practices

other stakeholders campaigns 1o all employees to raise awareness of
financial crime nsk and associated policias and to = Regular delivery of management information
encourage escalation focused on key risk indicatars
« Operate an integnty line which allows employees = Review external and industry events by engaging
to make disclosures including regulatory breaches, with external partners and stakeholders
allegations of bribery, fraud and corruption, and non-  * Increased and enhanced monitaring, analysis
compliance with policies of root causes and review of internal controls to
enhance defences aganst extermnal attacks
INFORMATION SECURITY
Risk associated with the = Uinderstanding what cniica! information assets are » |ldentificabon and classification of most valuable and
confidentiality, intagnty and and the threats to which they are exposed confidential Infermation assets
avalabiity of nformation * Ensunng approprate and robust secunty controls * Implementation and monitonng of information
assats This includes its are in place security policies  standards, processes and
unauthonsed access, use, * Raising awareness with relevant stakehclders of technical controfs designed te miigate the nsks
disclosure, modification or policies relating to nformation secunty and ther introduced by the information supply chan
destruction responsiblity in protecting information = Align practices with the rapidly changing legal and

PROCESS FAILURE

regulatory reguiremants to safeguard mformation

Risk associated with
inadequate intemal procasses,
including human erors

and control falures withun .
the business This includes
process ongination, execution
and operations

REGULATORY AND
COMPLIANCE

Proactive nsk identification and assessment relating
to new products and projects to implement adequate
and effective controls

Continuous process iImprovements including
automahon of workfiow

* Segregation of ncompatble duties and appropnate

authonsation controls

Causal analyses 15 used to identify weaknesses in
controls fotiowing the occurrence of nsk events
Risk and performanca indicators are used to
monitor the effeciveness of controls across
business units

Thematic reviews across business units to ensure
consistent and efficient applcations of controls
Effective management of change remains a prionty

Risk asscoiated with .
dentification implementation
and monitonng of compliance  ®

Allgnment of regulatory and compliance approach ta
reflect new regulatory landscapes
Managing business impact and implementad

Group Compliance and Group Legal assist in the
managernent of regulatory and compliance nsk
Identificatign and adherence to legal and

with regulations challenges as a result of significant volumes of regulatory requirements
statutory and regufatory changes and developments  *  Review practices and policies as regulatory
« Ensunng existng monitonng remains focused requirements change
appropnately as areas of conduct and regulatory nsk
develop
TECHNOLOGY
Risk associated with the « Enhancing resdience of technical infrastructure and * Ongoing dentification and remediation of

reliance on technology to
support business processes  *
and ckent services This

relates to the ownership and
usage of [T systems across

the business

process to [T falures or service interruptions
Identifying, menitonng and reducing nsks n the
digital channel, following the introduction of mobite
apphcations and increased online presence

vulnerabiities deatified in IT systems, applications
and processes

Establishing appropnate [T resilience to support our
global digital offenngs and 24/7 business services
Mantaning and testing IT recovery capabilites to
safeguard against disruptions that may result from
systemns failures or [T serice outages
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Risk management

frontinred)

We have various
polictes and practices
to mitigate
reputational risk,
including strong
values that are
regularly and
proactively reinforced

Insurance

The group maintains adequate insurance
to cover key insurable nsks The insurance
process and reguiremants are managed
by the group insurance nsk manager
Regular interaction between Group
Operationa! Risk Management and Group
Insurance Risk Management ensures

that there I1s an exchange of information

In order to enhance the mitigation of
operational nsk

Business continuity

management

The group continues to enhance its global
business continuty management capablity
which Incorporates an appropniate level of
resilience built nto the bank's operations
to lessen the iImpact of severe operational
disruptions

In the event of a major interruption,
ncident management teams will respond
accordingly to manage the disruption
Continutty will be achieved through a
flexible and adaptable response, which
includes refocating iImpacted business

to the designated recovery site and the
rehance on highly available technological
solutons Dedicated resources ensure

all governance processes are In place
with business and technology teams
responsible for ensunng the recovery
process meets key business requirements
to support client and indusiry expectations

The group conducts regular business
contnuity exercises and testing of recovery
strategies to ensure that s recovery capability
remans appropnate and fit-for-purpose

We are active participants in risk
mitigation discussions amongst industry
bodies to ensure we stay abreast with
Industry views, concerns and associated
collaborative efforts 1o mimimise the nsk
of interruptions

Recovery and resolution
planning
The recovery plan for tnvastec plc group

* |ntegrates with existing contingency
planning

* Analyses the potential for severe stress
in the group

* |dentiiies roles and responsibities

» |dentifies early warning indicators and
tngger lavels
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* Analyses how the group ¢ould be
affected by the stresses under vanous
scenanos

* includes potential recovery actions avaiable
to the board and management to respond
1o the situaton, ncuding mmediate,
intenmediate and strategic actons

* Assesses how the group might recover
as a result of these actions to avod
resolution

A significant addon to the EU legislative
framework for financial Institubions has been
the Bank Recovery and Resolution Directive
{BRRD) which estabhshas a framework for
the recovery and resolution of EU credit
institutions and investment firms In the

EU, the BRRD was adopted n June 2014
by the European Commission The BRRD
came into effect from 1 January 2015, with
the option 1o delay implementation of bail-in
provisions until January 2016 Regardless
of this, the UK introduced bail-in powers
from 1 January 2015 The UK transpostion
of the BRRD builds on the rescluticn
framework already in place In the UK

As implemented, the BRRD gives
rasolution authorties powers to Intervene
in and resolve a financial Institution that

15 no longer wiable, including through

the transfers of business and, when
implemented in relevant member states,
creditor financed recapitalisation (bail-in
within resolution) that allocates losses to
shareholders and unsecured and uminsured
credrors in their order of senionty, at a
regulator determined point of non-viability
that may precede insolvency The concept
of bai-in will affect the nghts of unsecured
creditors subject to any bail-n in the event
of a resolution of a faling bank

The BRRD also requires competent
authonties to Impose a Minimum
Requirernent for own funds and Eligible
Liabilties {(MREL) on financial nstitutions to
faciitate the effective exercise of the bat-in
tood referred to above

The BRRD also requires the development
of recovery and resolution plans at group
and firm level The BRRD sets out a
harmonised set of resolution tools across
the Eurcpean Unton, including the power
1o Imposs a temporary stay on the nghts of
creditors to terminate, accelerate or close
out contracts

In a consutiation paper published in

2015, the BoE indicated that dunng 2016
it wall netify banks of therr final MREL
requirements which will be phased in from
1 January 2016 to 1 January 2020



The PRA has made rules that require
authonsed firms to draw up recovery plans
and resolution packs Recovery plans are
designed to outhne credible recovery actions
that authonsed fims could implement in the
event of severe stress In order to restore
therr business to a stable and sustainable
condiion The resclution pack contains
detalled nformation on the authonsed firm
in question which wall be used to develop
resolution strategres for that firm, assess

1ts current leve! of rasolvability aganst the
strategy, and to inform work on identfying
bamers to the implementation of operationat
resolution plans

n hne with PRA and EU requirements,
Investec plc mantains a resalution pack
and a recovery plan

Reputational and

sirategic risk

Reputational nsk 1s damags to our
reputation, narme or brand Reputational nsk
1s often assoctated with strategic decisions
made by the board and alsc anses as a
result of other risks manifesting and not
being migated

The group aspires to maintain an excellent
reputation for entrepreneurship, strong nsk
management discipling, a client-centnc
approach and an ability to be flexible and
innovatve The group recognises the
serous conseguences of any adverse
publicity or damage to reputation, whatever
the undertying cause

We have vanous policies and practices to
mitigate reputational nsk, including strong
values that are regularly and proactively
reinforced We also subscnbe to sound
corperate governance praciices, which
require that actmties, processes and
decisions are based on carefully considered
principles We are awarse of the impact of
practices that may result in a breakdeown

of trust and confidence n the orgamisation
The group's policiss and practices are
regularly remforced through transparent
communication, accurate reporting,
continuous group culiure and value
assessmsnt, internal audit and regulatory
compliance review, and sk management
practices Straiegic and reputational nsk

15 mitigated as much as possible through
these detaled processes and governance/
escalation procedures from business

units to the board, and from regutar,

clear communication with shareholders,
customers and all stakeholders In addition,
Investec's policy 1s to avoid any transaction,

Risk mmanagement

service or association which may bnng with
it the nsk of a potentially unacceptabla levet
of damage to our reputation Transaction
approval governance structures such as
cradit, engagement and new product
committees have therefore been tasked
with this responsibility in retation to all new
business undertaken A disclosure and
public communications policy has also
been approved by the board

Pension risk

Pension nsk anses from obligations ansing
from defined benefit pension schemes,
where Investec plc 1s required to fund any
deficit n the schemes

There are twe defined benefit schemes
within Investec plc and both are closed to
naw business Pension risk arses If the
net present value of future cash outflows i1s
greater than the current value of the asset
pocl set aside to cover those payments

Pnmary sources of nsk include

* A mismatch in the duration of the
assets relative to the liabilities

* Market-driven asset price volatility

* Increased life expectancy of indwiduals
leading to increased labiities

Investec plc monitors the position of the
funds closely and regularly assesses
potential adverse movements in the
schemes in close conjunction with external
Independent adwisers

Further information 1s provided on
pages 211 ta 214

Legal risk management

Legal nsk s the nsk of loss resulting from
any of our nghts not beng fully enforceable
or from our obligations not being property
performed Thes includes our nghts and
obligations under contracts entered into

with counterparies Such nsk Is especially
appicable where the counterparty defaults
and the relevant documentation may not gve
nsa to the nghts and remedies anbaipated
when the transacton was entered nto

Our objective i to identify, managa, mornitor
and mmgate legal nsks throughout the group
We seek to actvely mitigate these nsks by
dentriying them, setting miimum standards
for therr management and allocating clear
responaibility for such management to

legal nsk managers, as well as ensunng
complance through proactve monitorng

{cortumeed)

The scope of our actvities IS continuously
reviewed and includes the following areas

* Raelationship contracts

* Legislation/governance

¢ Litigation

+ Corporats events

* Incident or crisis management
* (Ongoing quality control

The legal nsk policy 1s Implemented
through

« |dentification and ongoing review of areas
where legal nsk 1s found to be present

* Allocation of responsibility for the
development of procedures for
rmanagement and mitigation of these nsks

* |nstallation of appropriate segregation
of duties, so that legal documentation
1s reviewed and executed with the
appropnate level of ndependence from
the persons involved i proposing or
promoting the transaction

* Ongoing examimnation of the inter-
relationship between legal nsk and
other areas of sk management, so as
to ensure that there are no ‘gaps’ In the
nsk management process

» Establshing minimum standards for
mitigating and coniroling sach nsk
This is the nature and extent of work
1o be undertaken by our internal and
externa! tegal resources

» Establshing procedures to monitor
complance, taking into account the
required minimum standards

* Establshing legal nsk forums (bnnging
together the various legal nsk
managers) to ensure we keep abreast
of developments and changes 1n the
nature and extent of our actvities, and
to benchmark our processes against
best practice

Overall responsibiity for this policy rests with
the board The board defegates responsibility
for implementation of the policy to the global
head of legal nsk The global head assigns
msponsibity for conroling these nsks to the
managers of appropnate departments and
focused unts throughout the group

A legal nsk forum 1s constituted n each
significant legal entity withen the group
Each forum meets at least half-yearty and
more frequently where business needs
dictate, and 1s chaired by the global head
of legal nsk or an appointed deputy
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Risk man agemenl

{rontinsed)

Conduct risk

The FCA n the UK has outtined tts approach to
managng firms’ conduct

By conduct nsk we mean the nsk that
detnment ts caused 1o the bank, ts custormners,
its counterparties or the market, as a result of
Inappropnate executon of business actvities

Tha focus on conduct nsk 15 Intended to go
beyond the current compliance monitonng
frameworks In order to move away from

the cutiure of “tick box’ compliance As a
result, firns are expected to ook across ther
business models and strategies and assess
how to balance the pursurt of profits with good
outcomes for cllents and proper standards of
market corncluct Al firms will be expected to
1ake an holistic approach to assessing ther
key conduct nsks and to ensure that these
are being managed in accordance with FCA's
strategic obyectives of protecting clents,
ensunng markets function effectively and
promoting competiion

The group’s work on conduct nsk, includes
assessing key nsks across the business,
identifying key controls and ensunng that
the board 15 recemng the nght information

to enable t to chalenge effectvely the
management of such nsks by the business

Capital management
and allocation

CAPITAL MEASUREMENT

Investec Limited {and ts subskanes) and
Investec plc {and its subsidianes) are managed
independently and have therr respecive caprtal
bases nng-fenced, however, the governance
of capital management 1s consistent across
the two groups The DLC structure requires
the two groups to independently manage
each group’s balance sheet and hence capital
1s managed on this basis This approach s
overseen by the BRCC (wa the lnvestec DLC
capital committee) wiich 1s a board sub-
commitiee with Uitimate responsibiity for the
capital adequacy of both Imvestec Limited and
Investec plc

The iegal and regulatory treatment of capral
1s ndependent of exssiing shareholder
arrangemenis that are n place to ensure
that sharehoiders have common economic
and voting nterests as if investec pic and
Investec Limited were a single, unified
enterpnse Investec Limted and Investec pic
are separately reguiated entibes operating
undler different reguiatory capdal regimes ft ts
therefore difficult to directly compare the capital
adaquacy of the two entities

REGULATORY CAPITAL

Current regulatory framework

Investec plc 1s authonsed by the PRA and
1s regulated by the FCA and the PRA on

a consolidated basis Since 1 January
2014 Investec plc has been calculating
capital resources and requirements at a
group level using the Baset il framework,
as implemented in the Eurcpean Union
through the Capital Requirements
Directve IV {CRD V) The group continues
to phase in the remaining CRD IV nule
changes, notably the grandfathenng
prowvisions applicable to non-qualifying
capital Instrumeants (reducing by 10% per
annum until fully derecegnised in 2022) and
the transitional arrangements applhicable
to additional tier 1 and tier 2 capital which
continue 1o be phased out at 20% per
annum, undll 1 January 2018

From 1 January 2015, UK banks arg
required to meet the new minmum

capital requirements as prescrnbed by
CRD IV The common equity tier 1 capital
requirement increased from 4% to 4 5% of
nsk-weaighted assets, while the tier 1 capital
requirement increased from 5 5% to 6% of
nsk-weaighted assets In addition Investec
Bank plc continues to meet 56% of its
indvidual capital guidance, as determined
by the internal capital adequacy
assessment and supervisory review
process, with common equity tier 1 capital
The PRA i1ssued the Investec plc group
with a reformatted Pillar 1A requirement

of 1 8% of nsk-weighted asssts, of which
1 0% has to be met from commoen agquity
tier 1 capital

In July and August 2015, the PRA
pubhshed iis final policy and supenisory
statement setting out the revisions to the
new Pillar || capital framework, including
ntroducing the PRA's methodologes for
setting Pillar H capital The new framework
took effect on 1 January 2016 and includes
the introduction of the PRA butfer, which
has replaced the Captal Planning Buffer
{known as Pillar 1B) The PRA huffer will
also need to ba met from common equity
tier 1 capral, and will be transitioned n

at 25% per annum, until fully phased in
by January 2019 All firms are subject to
a PRA buffer assessment and the PRA
will set a PRA butier only if it judges that
the CRD IV buffers are inadeguate for a
particular firm grven its vulnerability in a
stress scenano, or where the PRA has
dentfied nsk management and governance
fatings, wiich the CRD [V buffers are not
intended to address

104 I Investec pic silo (excluding Investec Limited) annual financial statements 2016

In ine with the CRD IV prowision on capital
buifers, in the UK firms are required to
meset a combined buffer requirement In
addition to therr Pillar | and Piltar Il capsal
requirements The combined bufier
includes the capital conservation buifer
and countercyclical capital buffer and must
be met with common equity tier 1 capital
The buffer for global systemically important
institutions (G-Slis) and the systemic

nsk buffer do not apply to Investec plc

and will not be included in the comtined
buffer requrement From 1 January 2016
Investec plc began phasing In the capital
conservation buffer at 0 625% of nsk-
weighted assets An additional 0 625% of
nsk-weighted assets will be phased-in each
year untl fully implemented by 1 January
2019 Investec plc 1s also subject to the
countercychcal capital buffer requirement,
which Is caleulated based on the relevant
exposures held in junsdictions In which a
bufter rate has been set As at 31 March
2016, three jJunsdictions have implermented
countercychcal buffer rates Norway and
Sweden have set a rate of 1% effective
from 3 October 2015 and have indicated
the rate will nge to 1 5% in June 2016,

and Hong Kong has implemented a rate of
0625% from 27 January 2016 This rate
15 also expected to nse to 1 25% trom
January 2017 in the UK, the Financial
Policy Committee {FPC) has maintained
the rate at 0% for UK exposures, but has
announced that this rate will nse to 0 5%
from 28 March 2017

The group continues to hold capital in
excess of all the new capital requirements
and buffers

Investac pk uses the standardised
approach to calcutate its credit and
counterparty creddt nsk, secuntsation and
operational nsk capstal requirements The
mark-to-market method 1s used to calculate
the counterparty credit nsk exposure
amount The market nsk capial requirement
1s calculated using the standardised
approach For certain options, the group
has ¢btained permission from the PRA to
use an internal model to calculate the delta
for these positons

Subsidianes of Investec ple may be subject
to additional regutations, as implemented
by local regulators in other relevant
Jjunsdictions Where capttal 1s a relevant
consideraton, management within each
regulated entity pays close attenuon

to prevating local regulatory rules as
datermined by therr respective regulators
For capital management purposes, 1t is the




prevaling rules applied to the consohdated
Investec plc group that are monitored
closely With the support of the group’s
prudential adwvisory and reporting team,
local management of each regulated entity
ensures that capial remains prudently
above minimum requiremenis at all times

REGULATORY CONSIDERATIONS

The regulatery environment has continued
1o evolve dunng 2016, with a vast number
of new consuitations, regulatory and
implementing techrical standards and other
proposals beng published or adopted,
notably by the PRA, the BCBS, and the
European Banking Authonty (EBA)

INTERNATIONAL

Credit Valuation Adjustment (CVA) nsk
In Juty 2015 the BCBS i1ssued for
consultation the revised credit valuation risk
framework, which takes into account the
market nsk exposure component of CVA
nsk The BCBS will ensure the revisions
to this framewaork are consistent with

the revised market nsk framework The
proposals will be subject to a Quantitative
Impact Study (QIS), which will inform the
final calbration of the framework No
implementation imelines have been set

Smnple, Transparent and Comparable
(STC) secuntisations

In November 2015, the BCBS released

a consultation document on the capital
treatment for STC secuntisations

These proposals build on the revised
secuntisation framework adopted In
December 2014 The cntena {or identifying
STC sacuntisations were published in

July 2015 and the committee 18 proposing
to reduce the mimmum caprtal requirements
for such secuntisations positions A range
of potential reductions in capital charges

15 suggested and a final decision on the
calibration wilf take place in 2016

Credit nsk

The BCBS continues to consult on
revisions {0 the standardised approach
for credit nsk and nn December 2015
1ssued a second consultation paper,
addressing concerns raised by respondents
to the {irst consultation The proposals
remntroduced the use of external ratings in
a non-mechanistic manner for exposures
to banks and corporates The proposed
nsk wexghting of real estate loans has also
been modfled, with the loan-to-value ratio
as the main sk dnver and the committee
proposes that the assessment of a
borrower’s ability to pay become a key

Risk management

underwnting catenon The committes will
conduct a comprehensive QIS In 2016
and the information collected will help
informn the overall calibration of the new
standard {o ensure adequate capiiaisation
and consistency with other components
of the capital framework Prior to finahsing
the framework by the end of 2016, the
committee will consider this proposal
along with all other reforms cunmently under
discussion to ensure sufficient time 1s given
for implementation

Market nsk

In January 2016, the BCBS published the
revised market nsk framework which will
take effect on 1 January 2019 The new
framework rewises the boundary between
the banking book and trading book to
reduce scope for arbitrage, provides a
revised internal models approach and

a revised standardised approach which
will serve as a credible fall-back and floor
to the model-based approach QOver the
implementation penod the committee

will monitor the capital impact of the
revised standard to ensure consistency
in the overall calibration of the Bassl
capital framework

Operational nsk

In March 2016, the BCBS released a
consultation paper propoesing revisions
to the operational nsk capital framework
The proposed revisions butd on the
earlier consuftation 1ssued by BCBS

n Qciober 2014, in particular the new
standardised measurement approach will
replace the three existing approaches,
significantly simplifying the regulatory
framework The committee plans

to conduct a QIS to help inform the
calibration of the proposed standard

No implementation tmeline has been set

All the revised standards published by the
BCBS, ncluding the revised counterparty
credit nsk and securttisation frameworks
adopted in 2014, will need to be adopted
by the European Commusston before they
tecome binding on UK firms

UK

Leverage ratio

In July 2015, the FPC directed the PRA to
implement a UK leverage ratic framewaork
The PRA subsequently published a
consuitation paper setting out how they
intended to meet the FPC's direction and

n December 2015 1ssued a final policy
statement The UK leverage ratw> framework
15 applicable to all PRA-regulated banks

frontinued)

and bullding societies with retall deposis
equal to or greater than £50 tilhon on

an ndvidual or a consolidated basis

Firms in scope of the framework will be
required to mest a 3% munimum leverage
ratio requirement, and to assess that they
hold an amount of common equity tier 1
capital that 1s greater than or equal to ther
countercychical teverage ratio buffer and,

if the firm s a global systemically important
Institution (G-Sil), its G-SlI additional
leverage ratio buffer from 1 January 2016
Investec plc 1s not within the scope of this
framework and will tharefore not be subject
to the additional leverage ratio reporting
and drsclosure requirements

Minimum requirement for own funds
and elgtble habthties (MREL)

In Decermber 2015, the Bank of England
(BoE) published its approach to setting
MREL The consultation paper sets out

the BoE s proposed policy for exercising

its powers, under the EU Bank Recovery
and Resolution Directve and associated
UK legislation, to direct institutions to
mantain a mnimum MREL requirement
The purpose of MREL 1s to help ensure
that when banks, bullding societies and
investment firms fal, that fallure can be
managed In an orderly way while minimising
nsk to financial stability, disruption to cntical
economic functions, and nsk to public
funds The BoE, as resclutton authonty, is
required to determine an amount necessary
for loss absorption in resolution and an
amount necessary for recaptalisation The
sum of these amounts constitutes a fim's
MREL The BoE 1s required to set MREL

in kne with the statutory requirements set
out in the Bank Recovery and Resolution
Directive and EBA's technical standards,
which were published in final draft format

in July 2018

In paraltel, the PRA published a consultation
paper in December 2015 setting out the
relatonship between MREL and regulatory
buffers In thus consuttation the PRA
proposes that firms should not be able to
double count common equity tier 1 caprtal
towards MREL and nsk-wesghted capital and
leverage buffers

Other systemically important
institutions {O-Slls)

In October 2015, the PRA 1ssued a
consiltaton paper setting out the critena
and sconng methodology to dentily O-Slis
under the Capital Requirements Directive
In February 2016, the PRA issued 1its final
polcy statement and released its 2015 list
of UK firms designated as O-Slis The PRA
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Risk management

({continedd)

will conduct the G-Sllhidentfication
annually and will publish the ist of fimns
daesignated as O-Slis by 1 December each
year O-3lls, under the UK government's
current implemeniation of the CRD,

are not required to maintain additional
capital buffers Investec plc has not been

Leverage

Investec s currently targeting a leverage
ratio above 6%, but will continue to
reassess this target for appropnaieness
pending the outcoma of the EBA's report In
July 2016

designated an O-SlI for 2015 MANAGEMENT OF CAPITAL
AND LEVERAGE

EUROPE
Capital

Leverage ratio disciosure

In February 2016, the European
Commssion adopted iImplamenting
technical standard 20167200, establishing
a common set of disclosure requirements
for the leverage ratio, which took effect
immediately in Europe These disclosure
requiremants form part of the Pillar [l
disclosure requirements as set out in Part 8
of the Capital Requirements Regulation

CAPITAL AND LEVERAGE
RATIO TARGETS

Capital

Over recant years capital adequacy
standards for banks have been raised as
part of attemnpts 0 increase the stability
and resilance of the global banking sector
Investec Limited and Investec plc have
aways held capital in excess of regulatory
requirements and the indmvidual groups
continue to rematn well capitalised
Accordingly, we are targeting a minimum
common equity tier 1 caprtal ratio of above
10% by March 20186, a tier 1 capital rahg
of above 11% by March 2016 and a

total capital adeguacy ratio target in the
range of 4% to 17% These targets are
continuously assessed for appropnateness

The DLC capital committee 1s responsible
for ensuring that the impact of any
regulatory change I1s analysed,
understood and planned for To

allow the commuittee to carry out this
function the group's prudental advisory
and reporting team closely monitors
regulatory developments and regularly
presents to the committee on the latest
developments and proposals As part

of any assessment, the committee 1s
provided with analysis setling out the
group’s capstal adequacy position,

taking into account the most up-to-date
interpretation of the rule changes In
addition, regular sessions with the board
are held to ensure that members are kept
up to date with the most salient changes
0 ensure the impact on the group and its
subsidianies 1s monitored and understood

Leverage

Inthe UK, the leverage ratic 1s a non-nsk-
based measure, with public disclosure
apphcable from 1 January 2015 applying
the rules set out In the leverage ratio
delegated Act The leverage ratio I1s subject
to @ monitonng period from 1 January 2014
to 30 June 2016, at which peaint the EBA
will report to the European Commission

suggesting adequate calbration and
appropnate adjustments to the capital and
total exposure measure

As with the governance of capital
management, the DLC capital committee
15 responsible for ensunng that the
impact of any regulatory changes on the
leverage ratio is calculated, analysed and
understood at all reporting levels

The leverage exposure measure I1s
cafculated on a monthly and quartery
basis and I1s presented to the DLC capital
committee on a regular basis The DLC
capital committee are responsible for
monitonng the nsk of excessive leverage

CAPITAL MANAGEMENT

Philosophy and approach

Baoth the Investec Limited and Investec plc
groups operate an approach to capital
management that utiises both regulatory
capital as appropriate to that junsdiction
and internal capital, which is an internal
nsk-based assessment of capital
requirements Capital management
pnmarly relates to management of the
interaction of both, with the emphasis on
regulatory capital for managing portfolio
level capital sufficiency and on internal
capital for ensunng that returns are
appropriate given the level of nsk taken
at an indmdual transaction or business
unit level

The determination of target capital 1s
driven by our nsk profile, strategy and risk
appetne, taking Into account the regulatory
and market factors applicable to the group

THE (SIMPLIFIED) INTEGRATION OF RISK AND CAPITAL MANAGEMENT
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Al the mast fundamental level, we seek o
batance our capital consumption between
prudent capitalisation in the context of

the group'’s nsk profile and optimisation of
shareholder returns Qur internal capital
framework I1s designed to manage and
achieve this balance

The internal capital framework is based

on the group’s nsk identification, review
and assessment processes and Is used to
provide a nsk-based approach to capital
allocation, performance and structunng of
our balance sheet The cbjectves of the
internal capital framework are to quantify
the minimum capital required to

«  mantan sufficient capital to satisfy the
board’s nsk appetite across all nsks
faced by the group,

* prowide protection to depositors against
losses ansing from nsks inherant in
the business,

* provide sufficient capital surplus to
ensure that tha group 15 able to retain
its going concern basis under relatvely
severe oparating conditons, and

» inform the setting of minimum regutatory
capital through the Supervisory Review
and Evaluation Process (SREFP)

The DLC capital committee seeks to
optimise the balance sheet such that capnal
held Is in exgess of internal capital Internal
capital performs a cntical role in

* nvestment decision-making and prcing
that 15 commensurate with the nsk
being taken,

* allocating capal according to the
greatest expected marginal nsk-based
return, and tracking performance on
this basis,

* determining transactional nsk-based
returns on capital,

+ rewarding performance, takang into
account the relative lgvels of nsk
adopiad by forming a basis for the
determination of economic value added
at a transactional level, and hence
the basis for discretionary vanable
remuneration, and

* companng nsk-based performance
across business areas

The framework has been approved by

the board and 1s managed by the DLC
capital committee, which 1s responsible for
oversight of the management of capital on
a regulatory and an intemal capital bass

Risk management

In order to achieve these objectives, the
Internal capital framework descnbes the
iollowing approach to the integration of nsk
and capital management

RISK ASSESSMENT AND
REPORTING

We review the business continuously to
maintain a close understanding of our
unverse of nsks, which are analysed
through the nsk management governance
framework under stewardship of BRCC
Kay nsks are reviewed and debated by
seror management on a continuous basis
Assessment of the matenalty of nsks s
directly inked to the board’s stated nsk
appetite and approved nsk management
policies covenng all key nsks

Key identfied nsks are monitered by Group
Risk Management and by Internal Audit

o ensure that each risk 1s managed to an
acceptable level Detalled performance
and control metncs of these nsks are
teported to each ERRF and BRCC mesting
including, where appropnate, the resufts

of scenano testing Key nsk types that

are consdered, fall withun the following
categones

* Credit and counterparty nsk
* Market nsk

* Equity and investment risk in the
banking book

+ Balance sheet iquidity and non-trading
interast rate nisk

* Operational, conduct and reputational
nsk

* Legal nsk (considered within operaticnal
nsk for capital purposes)

Each of thesa nsk categones may consist
of a number of specific nsks, each of which
are analysed in detail and managed by
ERRF, GRCC and BRCC

RISK MODELLING AND
QUANTIFICATION (INTERNAL
CAPITAL)

Internal capital requirements are guantified
by analysis of the potential impact of key
nsks to a degree consistent with our nsk
appetiie Internal capital requirements

are supported by the board-approved

nsk assessment process descnbed

above Quantficaton of all nsks 1s

based on analysis of ntemal data,
management expertise and judgement,
and external benchmarking

{continued)

The following nsks are included within the
internal captal framework and quantified for
capital allocaton purposes

* Credt and counterparty nsk, including

- underying counterparty nsk,
- concentration nsk, and
- secuntsation nsk

*  Market nsk

s Equrty and investment nsk held in the
banking book

* Balance sheet nsk, including

~ lhqudty, and

— banking book interest rate nisk
* Strategic and reputational nsk
* Pensron nsk

» Operational nsk, which Is considered as
an umbrella term and covers a range
of Independent nsks including, but not
imrted to fraud, htigation, business
contmuity, outsourcing and out of policy
trading The specific nsks covered are
assessed dynamically through constant
review of the undertying business
emaronmant

CAPITAL PLANNING AND
STRESS/SCENARIO TESTING

A group capita! plan 1s prepared and
maintained to facilitate discussion of the
impact of business strategy and market
conditions on capital adequacy This plan 1s
designed 1o assess capital adequacy under
a range of economic and internal conditions
over the medium term (three years), with
the iImpact on earnings, asset growth, nsk
appetita and liguidity considered The plan
provides the board (via the BRCC) with an
input into strategy and the setting of nsk
appetite by considering business nsks and
potental vulnerabilities, capital usage and
funding requirements given constrants
where these exist

Capital planning 15 performed regularty,
with regutatory capital being the key dnver
of decision-making The goal of capital
planning is to provide msight Into potantiat
sources of vulnerabilty of caprtal adequacy
by way of market, economic or iInternal
avents As such, we stress the captal plans
based on conditions most likely to place us
under duress The conditions themselves
are agreed by the DLC capital commitiee
after research and consultation with
relevant internal experts  Such plans are
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Risk management

{continued)

used by management to iormulate balance
sheet strategy and agree management
actions, trigger points and influence the
determination of our risk appetite

The output of capital planning allows senior
management to make decisions to ensure
that the group continues to hold sufficient
capital to meet regulatory and internal
capital targets On certain occasions,
especially under stressed scenarnos,
management may plan to undertake a
number of acticns Assessment of the
relative ments of undertaking vanous
actions 1s then considered using an internal
wview of relative retums across portfolios
which are themselves based on internal
assessments of nsk and capital

Our capital plans are designed to allow
senior management and the board
to review

* Changes to capital demand caused
by implementation of agreed strategic
cbjectives, including the creation or
acquisition of new businesses, or as
a result of the manifestation of one
or more 0f the nsks to which we are
potentially susceptible

* Thewmpact on profitabity of current and
future strategies

* Required changes to the capital
structure

* The mpact of implementing a proposed
dividend strategy

* The impact of alternate market
or operating condions on any of
ihe above

At a minimum level, each caprtal plan
assesses the impact on our capral
adequacy over expected case, upturn

and downturn scenanos On the basis

of the results of this analysts, the DLC
capital committee and the BRCC are
presented with the potential vanability in
capital adequacy and are responsible, In
consultation with the board, for considenng
the appropnate response

PRICING AND PERFORMANCE
MEASUREMENT

The use of nternal capral as an allocation toal
means that all transactions are considered
In the context of their contnbution to return
on nsk-adusted capital This ensures that
expected returns are suffioent after takung
recognion of the inherent nsk generated for

a gven transaction This approach allows us
to embed rsk and capital disciptine at the

level of deal intiation Using expectations of
nsk-based retums as the basts for pncing

and deal acceptance ensures that nsk
management retains a key role in ensunng the
portfolio 1s approprately managed for that nsk

In addition to pricing, returns on nternal
caprtal are montored and relative performance
15 assessed on this basis Assessment of
performance in this way Is a fundamental
consideration used in setting strategy and nsk
appetite as well as rewarding performance

These processes have been embedded
across the business with the process
designed to ensure that nsk and capdal
management form the basis for key decisions,
at both a group and at a transactional level
Responsibiity for oversight for each of these
processes ultimately falls to the BRCC

ACCOUNTING AND
REGULATORY TREATMENT OF
GROUP SUBSIDIARIES

Investec plc and Investec Limited are the
two listed holding companies n terms of
the DLC structure Investec Bank 1s the
main banking subsidiary of Investec plc

BASIS OF CONSOLIDATION

The regulatory basis of consolidation differs
from the basis of consolidation used for
financial reporting purposes  The financial
accounting posttion of the group is reported
under IFRS and 1s descnbed on page 158 of
the annual financial statements

The regulatery consolidation includes al
financial sector subsidianes, the majonty

of which are wholly owned by the relevant
parent company Investments in financial
sector associates are equity accounted In
the financial accounting consolidaton In the
regulatory consolidation we proportionally
consolidate our exposures to financial sector
associates Subsidianes and associates
engaged in non-financial actvities are
excluded from the regulatory consolidation
In addition SPEs are not consolidated for
regulatory purposes, where significant credit
nsk has been transferred to third parties
The positions the firm continues to hold In
these secuntisation SPEs will either be nsk-
weighted and/or deducted from common

equity tier 1 capital

The pancipal SPE excluded from the
regulatory scope of consolidation s Tamann
Secunties Limited

Investec Bank pic, a regulated subsdiary
of Investe: pic, apples the provisions laxd
down in article 9 of the Caprtal Requirements

108 I investec plc sila {excluding Investec Limited) annual financial statements 2016

Regulation (sofo-consolidation wawer) and
reports to the PRA on a solo-consolidation
basis Irwestec Bank plc has two solo-
consolidation subsidianes namely, Investec
Finance plc and Investec Investments

(UK Limited

There are no current or foreseen matenal
practical or legal Impediments to the prompt
transfer of capital resources or repayment of
liabilties ameng the parent undertaking and
s subsidiary undertakings

The table which follows reconciles the
Investec plc group's financial accounting
balance sheet to the regulatory scope
balance sheet

The alphabetic references included in the
reconciiaticn provide a mapping of the
balance sheet tems to elements included
tn the capital structure table, set out on
pages 113 and 114

Regutatory capital requirements are cdnven
by the regulatory balance sheet and not the
financial accounting balance sheet

A detalled Iist of principal subsidiaries
and associates included in the financial
accounting scope of consolidation are
disclosed on pages 228 to 231

REGULATORY CAPITAL AND
REQUIREMENTS

Regulatory capital 1s dnvided into three main
categones, namedy common equity tier 1,
tier 1 and tier 2 capital and compnse the
following

* Common equity tier 1 capital compnses
shareholders’ equity and related eligible
non-controling Interests after gving effect
to deductions for disallowed stems {for
example, goadwill and intangible assets)
and other adpstments

* Additional tier T capital includes qualiying
capital instruments that are capable
of being fully and permanently written
down or converted into common equrty
tier 1 capital at the point of non-wiability
of the firm, ard other addiwonal tier 1
instruments, which no longer qualify as
addhional tier 1 capital and are subject
to grandfathenng prowisions and related
eligible non-controling nterests

* Tier 2 capital compnses qualfying
subordinated debt and related eligible
non-controfing interests and othes ter 2
instruments, which no longer qualdfy
as tier 2 capital and are subject to
grandfathering provisions



Risk management

CAPITAL DISCLOSURES

(r‘un hmwd}

The composition of our regulatory capital under a CRD IV basts 1s provided in the table below

RECONCILIATION OF THE FINANCIAL AGCOUNTING BALANCE SHEET TO THE REGULATORY SCOPE

OF CONSOLIDATION
Decon-
solidation of
Accounting [non-financial/ Consolidation Regulatory

At 31 March 2016 balance other of banking batance
£'milon Rein sheet entihes associates sheet
Cash and balances at centrat banks 2638 - - 2638
Loans and advances to banks 1112 (78) 3] 1040
Reverse repurchase agreements and cash collateral
on secunties borrowed 857 - - 557
Sovereign debt secunties 1253 - - 1253
Bank debt secures 188 - - 188
Other debt sacurities 394 - - 394
Dervatwve financeal instrurnents 838 - - 838
Secunties ansing from trading activities 524 - - 524
Investment portfolio 451 - - 451
Loang and advances to customers 7 804 - 20 7 824
Other loans and advances 417 32 - 449
Other securtised assets 151 - - 151
Captal nvested in insurance and other entities - 4 - 4
Interests in associated undertakings 24 - {17) 7
Deferred taxation assets 85 - 1 86

of which

—relatas to lesses camed forward a 8 - - 8

- relates to temporary differences 35 - - 35
Cther assets 1705 {15} 8 1698

of which

— pension asset b 45 - - 46
Property and equipment 56 {20) - 36
Investmeant property 79 - - 79
Goodwil 357 - 5] 363
Intangible assets 123 - - 123
Total assets 18756 77) 24 18703
A The references identify balance sheet components which are used in the calculation of regulatory capital
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Risk management,

feontinued)

RECONCILIATION OF THE FINANCIAL ACCOUNTING BALANCE SHEET TO THE REGULATORY SCOPE OF

CONSOLIDATION feontiue d)

Decon-
solidation of
Accounting |nen-financial/ Consolidation Regulatory
At 31 March 2016 balance other of banking balance
£'millvon sheet entities associates sheet
Deposiis by banks 544 {75} 15 484
Denvatve financial instrurments 964 - - 964
Cther trading liabilities 227 - - 227
Repurchase agreements and cash collateral on secunties lent 281 - - 281
Customer accounts {deposits) 10 809 ie] - 10908
Debt secunties n iIssue 1829 {104) - 1725
Liabilities ansing on secuntisation of other assets 121 28 - 147
Current taxation habilties 141 - - 141
Deferred taxaticn habilties 34 {3) - 31
of which
-1n respect of acquired intangibles 21 - - 21
- In respect of pension assets 8 - - 8
Other lablities 1328 1) g 1337
Suberdinated habiities 597 - - 597
of which
- term subordinated debt included n tier 2 capital 897 - - 597
Total iabilities 16 876 {58} 24 16 842
Shareholders’ equity excluding non-controlling interests 1867 {19) - 1848
of which
- perpetual preference shares included in additional
tier 1 capital 130 - - 130
— perpetual preference shares included in tier 2 capital 20 - - 20
Non-controltng interests 13 - - 13
of which
- preferred secunties included in addonal tier 1 capital - - - -
Total equity 1 880 (19) - 1861
Total habilites and equity 18 756 {77) 24 18 703

A The referonces identify balance sheet components which are used in the calculation of regulatory capital
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Risk management

frontinued)

RECONCILIATION OF THE FINANCIAL ACCOUNTING BALANCE SHEET TO THE REGULATORY SCOPE OF

CONSQCLIDATION (rontinued)

Decon-
solidation of
Accounting |non-financial/ Gonsolidation Regulatory
At 31 March 2015 balance other of banking balance
£'million RefA sheet entities assoclates sheet
Cash and balances at central banks 2181 - - 2181
Loans and advances to banks 1054 {33} 6 1027
Reverse repurchase agreements and cash collateral
on secunties borrowad 1448 - - 1448
Sovereign debt secunties 1213 - - 1213
Bank debt secunties 226 - - 226
Cther debt securties 222 (1} - 221
Denvative financial mstruments 775 (3} - 772
Secunties ansing from trading activities 670 - - 670
Investment portfoko 401 5 - 406
Loans and advances to customers 7 061 - 13 7074
Other loans and advances 555 {116} - 439
Other secuntised assets 412 (180} - 232
Capita! Invested in insurance and other entities - 6 - 6
Interests n associated undertakings 22 - (17 5
Deferred taxation assets 74 - - 74
of which
- relates to losses camed forward a 8 - - 8
Other assets 1338 (24) 12 1324
of which
- pension asset b 36 - - 36
Property and squipment 63 {23} - 40
Invesiment property 66 - - 66
Goodwilt c 356 - 6 362
Intangible assets c 137 - - 137
Total assets 18 272 {369) 20 17 923

A The references identify balance sheet components which are used in the calculation of requiatory capital
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Risk management

{continued)

RECONCILIATION OF THE FINANCIAL ACCOUNTING BALANCE SHEET TO THE REGULATORY SCOPE OF

CONSQOLIDATION {rontinned)

Decon-
solidation of
Accounting |nen-financial/ Consolidation Regulatory
At 31 March 2015 balance other of banking balance
£'million Refa sheet entities associates sheet
Deposits by banks 222 {73) 7 156
Derwatrve financial instruments 953 - - 953
Other trading labilities 252 - - 252
Repurchase agreements and cash collateral on secunties lent 597 - - 597
Customer accounts (deposits) 10 306 64 - 10370
Debt secunties In 1ssue 1352 (160) - 1192
Liabilties ansing on secuntisation of other assets 331 (134) - 197
Current taxation habilities 105 - - 105
Deferred taxation habiities 45 (1) - 34
of which
- in respect of acquired intangbles c 26 - - 26
-n respect of penston assets b 7 - - 7
Other habilties 1438 10 13 14861
Subordinated labiities 597 - = 587
of which
- term subordinated debt included in tier 2 capital d 597 - - 587
Total liabilities 16158 (304) 20 15914
Shareholders' equity excluding non-controlling interests e 1914 {65) - 1849
of which
- perpetual preference shares included in additional
tier 1 capital f 130 - - 130
- perpetual preference shares included in tier 2 capital d 20 - - 20
Non-controlling interests g 160 - - 160
of which
- preferred secunties included in additional tier 1 capital h 144 - - 144
Total equity 2074 (65) - 2009
Total habilihes and equrty 18 272 (369) 20 17923

~  The references idenlify balance sheet components which are used in the calcuiation of regulatory capital
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(rontinticd)

CAPITAL MANAGEMENT AND ALLOCATION

Capntal structure and capital adequacy
o Summary information on the terms and conditions of the main features of all capital instruments 1s provided on

pages 215 to 220

and the countercyclical capital buffer disclosure templates, prescribed by the Capital Requirements Regudation, will

@ The transrtronal own funds disclosure template, caprtal instruments' main features template, leverage ratio tempiates
be available on the Investec group website

31 March 2016 31 March 2015 ]
Investec Investec
£'million Retr ple™ 1BP™ ple*® IBP*®
Tier 1 capital
Shareholders’ equity 1652 1793 1642 1734
Shareholders' equity per balance sheet e 1867 1844 1914 1 800
Foraseeable dvidends {46) 34) {57} (15)
Perpetual preference share capital and share premium f,d (150) - (150} -
Deconsolidation of special purpose entities e {19) 17 (65} {51)
Non-controling interests 10 N 9 -
Nen-caontroling interests per balance sheet g 13 (1) 160 1
Non-controling interests transferred to tier 1 h - - {144) -
Non-controfling interests in deconsolidated entities - - - M
Surplus non-controling nterest disallowed i1 common
equity tier 1 (3) - (7} -
Regulatory adjustments to the accounting basis (43) (6) {44} (15)
Defined benefit pension fund adjustment b 87) - 29 -
Addtional value adjustments B) [(3)] (15} (15)
Deductions 478) {386) {485) (394)
Goodwil and intangible assets net of deferred taxation [ {466) {374) {473} (382)
Deferred taxation assets that rely on future profitability
excluding those ansing from temporary differences a [65)] [t3)] 8 (8)
Secuntisation postions “ )] (@ {4)
Common equity tier 1 capital 1141 1 400 1122 1325
Additional tier 1 capital 130 - 205 -
Addtional tier 1 mstruments f.h 130 - 274 -
Phase out of non-qualifying additional tier 1 instruments - - (69) -
Tier 1 caputal 1271 1400 1327 1325

Where IBP s Invester Bank plc consokdated The information for investec pic mcludes the mformation for IBP

®  The capital adequacy disclosures for Investec pic and IBP include the deduction of foreseeable dvidends when calculating common equity trer 1
capital as now required under the CRR and EBA techrical standards These disclosures ara different to the capital adequacy disclosures included in
investac's 2016 and 2015 integrated annual report, which follow our normal basis of presentation and do not include the deduction for foraseeable
dmdends when calculating common equity tier | caprtal Investee plc and IBP's common equity tier T ratios would be 40bps (31 March 2015 50bgs)
and 30bps (31 March 2015 10bps) higher respectively on this basis

N The references refer to those in the reconciliatron of the regulatory scope balance sheet set out on pages 109 to 112
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Risk management

frontinued)

CAPITAL MANAGEMENT AND ALLOCATION feontnued)

Capital structure and capital adequacy (contmucd)

31 March 2016 31 March 2015
£'mithon Refn  Investec plc* iBP* | Investec plc* 1BP*
Tier 2 capital 535 590 556 590

Tier 2 instruments d 610 5890 610 590

Phase out of non-qualifying tier 2 instruments - - - -

Non-qualitying surplus capital attributable to non-controlling

Interests 75 - (54) -
Total regulatory capital 1806 1990 1883 19156
Risk-weighted assets 12 297 11 738 11 608 10 967
Capital ratios
Common equity tier 1 ratio 9 3% 11 9% 97% 121%
Tier 1 ratio 10 3% 119% 11 4% 121%
Total capital ratio 14 7% 17 0% 16 2% 17 5%

Where IBF s Investec Bank pic consolidated The information for Investec pic meludes the mformation for IBP

A The references refer o those in the reconcihation of the reguiatory scope balance sheet set out on pages 109 to 112
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CAPITAL MANAGEMENT AND ALLOCATION (continucd}

frontinued)

Capital requirements

31 March 2016

31 March 2015

£'mithon Investec pic* IBP* | Investec plc* IBP*
Capital requirements 984 939 929 878
Credtt nsk — prescnbed standardised exposure classes 711 698 649 634
Corporates 341 338 287 285
Secured on real estate property 150 150 133 133
Ratail 44 44 36 36
Institutions 32 35 36 33
Other exposure classes 135 122 146 136
Secuntisation exposures 9 j¢] 11 I
Equity nsk — standardised approach 8 8 " 11
Listed equities 3 3 4 4
Unlisted equities 5 5 7 7
Counterparty credit nsk 41 41 35 35
Credit valuation adjustment nsk 5 5 3 4
Market nsk 76 74 74 71
Interest rate 27 27 26 26
Foreign exchange 23 21 20 17
Equittes 16 16 23 23
Ophons 10 10 5 5
Operational nsk - standardised approach 143 1i3 157 123
Risk-weighted assets (banking and trading) 12 297 11738 11 608 10 967
Credtt nsk — prescribed standardised exposura classes 8883 8720 8111 7923
Corporates 4 260 4224 3588 3561
Secured on real estate property 1876 1876 1 657 1 657
Retail 550 550 453 450
Insttutions 397 439 450 410
Other exposure classes 1693 1524 1822 1704
Secuntisation exposures 107 107 141 141
Equity nsk — standardised approach 103 102 140 140
bisted equities 43 43 52 52
Unlisted equities B0 59 88 a8
Counterparty credit nsk 515 518 436 436
Credt valuation adjustment nsk 57 58 42 a7
Market nsk 955 924 922 888
Interest rate 332 332 328 328
Foreign exchange 292 261 246 212
Secunties underwriting - - - -
Equities 201 2m 291 291
Options 130 130 57 57
Operational nsk — standardised approach 1784 1416 1957 1533

Where 18P 15 Investec Bank pic consoldated The information for Investec plc includes the inforrmation for (BP
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Risk management

frontinued)

Investec plc
Movement in nsk-weighted assets

Total nsk-weighted assets (RWAs) have increased by 6% over the penod, predominanily within credit nsk RWAs

Credit nsk RWAs

For Investec plc consolidated reporting, we have adopied the standardised approach for calculating credit nsk RWAs Credit nsk RWAs,
which include equrty nsk, increased by £0 7 bilion The Increase is primarily attnbutable to a growth in secured corporate and residential

morntgage lending

Counterparty credit nsk RWAs and Credit Valuation Risk (CVA)

Counterparty credit nsk and CVA RWAs increased by £94 millon mainly due to increased trading volumas

Market nsk RWAs

We apply the standardised approach for caleulating market nsk RWAs Market nsk RWAs increased margnally by £33 milion

Operational nsk RWAs

Operational risk RWAs are calculated using the standardised approach and decreased by £173 milion The decrease 1s due to a lower
three-year average operating income, primarily driven by the removal of operating income relating to strategic disposals from the three-

year average operating ncome

A SUMMARY OF CAPITAL ADEQUACY AND LEVERAGE RATIOS

| 31 March 2016 31 March 2015 |
Investec Investec
plet* 1BpPA* ple** IBP~"
Common equrty tier 1 {as reported) 93% 11 9% 97% 12 1%
Common equity tier 1 (‘fully loaded'}rA 93% 11 9% 97% 12 1%
Tier 1 (as reported) 103% 11 9% 11 4% 12 1%
Total caprtal adequacy ratto {as reported) 14 7% 17 0% 16 2% 17 5%
Leverage raho™ — permanent capral 67% 75% 78% 7 5%
Leverage ratio™ — current 67% 7 5% 74% 7 5%
Leverage ratio™ - ‘fully loaded' A 61% 75% 63% 7 5%

' Where IBP s Investac Bank pic consohdated The information for Investec plc includes the mformation for IBP

A The capital adeqguacy disclosures for Investec pic and IBP mciude the deduction of foraseeable dvidands when calculatng common equity ter 1
capital as now required under CAR and EBA technical standards These disclosures ara different to the capital adequacy disclosures mcluded in
Investec's 2016 and 2015 integrated annual report, which fallow our normal basis of prasentabion and do net include the deduction for foreseeable
dwidands when calewiating common equity tier 1 capital investec plc and IBF s common equity er 1 ratios would be 40bps (31 March 2015, 50bps}

and 30bps (31 March 2075, 10bps) hugher, respectively on this basis

A~ Based on the group's understanding of current reguiations ‘fully Inaded 18 based on Basel lif capital requirements as fully phased in by 2022

*  The leverage ratios ara calculated on an end quarter basis
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RECONCILIATION OF THE LEVERAGE RATIO

frontinued)

The leverago ratio 1s calculated using the CRR definition of leverage which was adopted by the European Commission wa a delegated Act
in October 2014 and came into force trom 1 January 2015 The leverage ratio has been disclosed ustng both a transitional and *fully loaded'

capital measure

Investec plc’s leverage ratio has increased as a result of Increased exposures driven by loans and other advances to customers and cash

and balances to central banks

Investec Bank plc's leverage ratio has remained unchanged as a result of an increase in tier 1 capital, driven by profits generated dunng the

year, which was offset by Increased exposure

31 March 2015 |

31 March 2016
£'million Investec plc* IBP* Investec pic* IBP*
Totat assets per accounting balance sheet 18 756 18 335 18 272 17 843
Deconschdation of non-financtal/other entities (7N (80) (369) 372)
Consolidation of banking associates 24 8 20 12
Total assets per regulatory balance sheet 18 703 18 263 17 923 17 683
Reversal of accounting values
Dervatives (838) (843} {772) (803)
Regulatory adjustments 966 1145 729 964
Market risk
Denvatives market value 326 328 264 289
Dervatve add-on amounts per the mark-to-market method 512 519 449 452
Secunties financing transaction add-on for counterparty credit nsk 26 126 324 324
Off-balance sheet tems 595 554 315 301
Add-on for wntten credtt dervatives 9 9 7 7
Exclusion of tems already deducted from the capital measure {602) {391) (567) {409}
Exposure measure 18 831 18 565 17 943 17 744
Tier 1 capital 127t 1400 t 327 1325
Leverage ratio - current 67% 7 5% 7 4% 75%
Tier 1 capita! ‘fully loaded’» 114 1400 1122 1325
Leverage ratio — 'fully loaded’* 61% 75% 63% 75%
Where I8P 15 Investec Bank pfc consolidated The mformation for Invastec pic mnciudes the information for I8P
A~ Based on the group s understanding of current reguiations fully foaded 18 based on capital requiroments as fully phased iy by 2022
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Risk mancagement

({cornttnued)

MOVEMENT IN TOTAL REGULATORY CAPITAL

The table below analyses the movement In common equity tier 1, additional tier 1 and tier 2 capiial dunng the year

Total regulatory capital flow statement

31 March 2016

31 March 2015

£'milicn Investec plc* IBP*| Investec plc* 1BP*
Opening common equity tier 1 capital 1122 1325 1146 1360
New capital 1ssues 23 - 25 -
Dmdends (128) 40 {121) (172
Profit/(loss) after taxation 128 a5 {31) 110
Treasury shares (91} - (59) -
Acquisiion of non-controling inierest (142} - - -
Gain on transfer of non-controling interests - - (1) -
Share-based payment adjustments 28 5 35 4
Movement in other comprehensive iIncome {10) (16) (46) {83)
Goodwil and ntangible assets (deduction net of related taxation hability) 7 7 85 48
Deferred taxation that relies on future profitabiity
{excluding those ansing from temporary differences) - - 30 30
Deconsolidation of specia! purpose entities 46 34 34 (22)
Non-controlling interest transferred to ter 1 144 - - -
Foreseeable dividend 1 (19) 4 17
Other, Including regulatory adjustments and transitional arrangements 3 g 17 2
Closing common equity tier 1 capital 1141 1 400 1122 1325
Opening additional tier 1 capital 205 - 234 -
Redeemed caprtal {145) - - -
Other, including regulatory adjustments and transitional arrangements 70 - (29} -
Closing additional tier 1 capital 130 - 205 -
Closing tier 1 capital 1271 1 400 1327 1325
Opening tier 2 capital 556 590 662 637
Redesemed capital - - (13) {13)
Sale of subsidanes - - (83} (39)
Other, including regulatory adjustments and transttional arrangements (21) - (30} 5
Closing tier 2 capital 535 590 556 590
Opening other deductions from total capital - - - -
Connected funding of a capiial nature - - - -
Investments that are not matenal holdings or qualifying holdings - - - -
Closing other deductions from total capital - - - -
Closing total regulatory capital 1806 1990 1883 1915
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(roniined)

Analysis of rated counterparties in cach standardised credit exposure class

The table below shows the breakdown of rated credit nsk exposures by credt quality step as prescnbed by the Capital Requirements
Regulation for the purposes of The Standardised approach for the mapping of external credit assessments for credit qualty steps

31 March 2016

31 March 2015

Exposure Exposure
after after

Credit quality step credit nsk credit nsk
£'mithon Exposure mitigation Exposure mitigation
Central banks and sovereigns
1 3842 3842 3374 3374
2 - - 23 23
3 - - - -
4 - - - -
5 - - - -
[5] - - - —
Institutions*
1 388 366 279 279
2 469 455 663 549
3 155 155 52 52
4 43 19 2 2
5 - - P -
6 - - - -
Corporates
1 2 - - -
2 30 4 - -
3 51 5 - -
4 6 2 - -
5 2 2 B 6
[ - _ - -
Secuntisation positions
1 265 265 184 184
2 83 63 56 56
3 19 19 78 76
4 - - 1 1
5 - - - _
Resecuntisation positions
1 - - - -
2 3 3 3 3
3 - - - -
4 - - - -
] - - - —
Total rated counterparty expasure §338 5200 4719 4805

.

The institutions exposure cfass includes exposures to nsttutions with an ongnal effective maturity of more than and less than three mornths

Investec plc stk ([excluding Investec Limited) annual financial statements 2016

119

FONYINEIAOD 3 LyHOdHOD ANY LINIWIDYNYIA HSIH



FONYNEIAOD 3LvHOdHOD ANV INSWIDVNVIAL MSIH

Credit ratings

In terms of our dual Iisted companies structure, Invesiec plc and Investec Umited are treated separately from a credit point of view

As a result, the rating agenctes have assigned separate ratings to the signfficant banking entities withuin the group, namely Investec
Bank ple and Investec Bank Limited Certain rating agencies have alsc assigned ratings to the holding companies, namely, Investec plc
and Investec Limited Our ratings at 15 June 2016 are as follows

Investec
Bank plc -
a subsidiary
Investec of Investec
Rating agency plc plc
FITCH
Long-term rating B8BB
Short-term rating F2
Viabity rating bbb
Support rating 5
MOODY'S
Long-term rating Baat AZ
Short-term rating Prnme-2 Prme-1
Baseline Credit Assessment (BCA) and adusted BCA baa2

GLOBAL CREDIT RATINGS

Long-term rating BBB+
Short-term rating A2
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As a result of the regulatory responsibilities
ansing from the DLC structure, thare are
two group Internal Audit departments
located in London and Johannesburg,
responsible for Investec plc and Investec
Lirmited respectively Investec Bank plc's
{tnsh branch} has its own Internal Audit
function reporting Into Investec plc Internal
Audit In combination, the functions cover
all the geographies in which Investec
aperates These functions usa a global
nsk-based methodology and cooperata
technically and operationally

The heads of Internal Audit report at each
audt committee meeting and have a direct
reporting kne to the chairman of the audit
commitiee as well as the appropriate
chief executive officers They operate
independently of executive management,
but have regular access to therr local chiet
executive officers and to business unit
executives The heads of Internal Audit
are responsible for coordinating internal
audit efforts to ensure coverage 1s global
and departmental skills are leveraged to
maximse efficiency For administrative
purposes, the heads of Internal Audit also
report to the global head of coporate
governance and compliance The
functions comply with the Intemational
Standards for the Profassional Practice

of Internal Auditing, and are subject to an
independent Quality Assurance Review
(QAR) at appropriate Intervals Tha most
recent iIndependent QAR benchmarked
the functions aganst the July 2013
publication by the Chartered Institute for
Internal Audrtars entitled Effective internal
Audit in the Financial Services Sector The
results were communicated to the audit
comrmuttees in March 2014 and to the
respective regulators A QAR follow-up
review was completed and results issued
to the audit committees n January 2015 as
well as to the respective regulators

Annually, Internal Audrit conducts a formal
nsk assessment of the entire business
from which a comprehensive nsk-based
audit plan i1s denved The assessment and
programme are validated by exscutve
managemeant and approved by the

Internal Audtt

responsible audit committee Very high
nsk businesses and processes are

audited at least every 12 months, with
other areas covered at regular intervals
based en ther nsk profile There s an
ongoing focus on identifying fraud nsk as
well as auditing technology nsks gven
Investec’s dependence on IT systams
internal Audsit also baises with the external
auditors and other assurance providers to
enhance efficiencies i terms of integrated
assurance The annual plan 1s reviewed
reqularly to ensure it remains relevant and
responswva, gven changes in the operating
environment The audit committes approves
any changes 1o the plan

Significant control weaknesses are
reported, In terms of an escalation
protocol, to the local assurance forums,
where remediation procedures and
progress are considered and monttored
In detal by management The audit
commitlee recenves a report on significant
1ssues and actions taken by management
te enhance related controls An update
on the status of previously raised 1ssues
15 prowided by Internal Audit to each audit
committee [f there are concerns in relation
to overdue issues, these will be escalated
1o the executive nsk review forum to
expedite resolution

Internal Audit proactively reviews its
practices and resources for adequacy and
appropriateness to meet an inGreasingly
demanding corporate governance and
regulatory enviconment The audit teams
compnse well-qualfied, expenenced

staff to ensure that the function has the
competence to match Investec’s diverse
requirements Where specific specialist
skills or additional resources are required,
these are obtained from thurd parties
Internal Audrt resources are subject to
review by the respective audit commitiees

Internal Audit’s
activity is governed
by an internal audit
charter which 1s
approved by the group
audit commettees and
s reviewed anrnually,
The charter defines
the purpose, authoruy
and responsibuities

of the function
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Compliance

The pace of regulatory change in the
financial sector has shown little signs of
abating and the pressure the industry
has faced to implement vanous regulatory
inutiatives, has continued 1o be resource
intensve In addition, the scale and
frequency of regulatory fines and redress
orders continues to impact firm's balance
sheets with the regulators’ intensive and
intrusive approach o supervision expected
to continue for the foreseeable fuiure

Global regulators have continued to focus
on prometing stability and resitence In
financial markets, with increasing emphasis
on recovery and resolution plans and
structural reforms to the banking sector

as well as customer and markst conduct
related reforms

Investec remains focused on complying
with the highest levels of compliance to
professional standards and integrity in each
of our jumsdictions  Our culture 1s a major
component of our compliance framework
and 15 supported by robust policies,
processes and talented professionals who
ensure that the interests of our customers
and shareholders remain at the forefront of
everything we do

Year in review
CONDUCT RISK

The FCA continues to focus on advancing
its three operational objectves securing
an approprate degree of protection for
consumers protacting and enhancing the
integrity of the UK financial systemn, and
promoting effective compettion in the
interest of consumers The FCA's am is
to ensure that chents’ interests are at the
forafront of firms' agendas and that they
needs are placed at the heart of the firms'
strategy Firms are also expected to behave
appropnately in the wholesale markets in
which they operate

Investec has focused over the penod

on delivering good customer outcomes

and effectively managing conduct risk
throughout our business This has includad
continued and ongoing investment in and
enhancement of the conduct nsk and
comphance frameworks in place throughout
the group

A key enhancement to our conduct
framework dunng the penod was the
establishment of the Investec plc customer
and market conduct committee (CMCC}
The CMCC i1s chaired by the group CEQ
and 15 designed o ensure that Investec

maintains a client-iocused culture and
that each business within the group has
client outcomes at the centre of their
business model The CMCC 1s responsible
for ensunng that all interactions with the
FCA across Investec Asset Management,
Investec Bank pic and investec Wealth &
Investment are properly managed and
that custorner insights and regulatory
expectations were shared between

the regulated entites in the group and
therr subsidiarnies

CONSUMER PROTECTION

The FCA has wigorously pursued its
consumer protection objective dunng

the pencd Over the past 12 months this
has included 1ssuing of significant fines
and performing several strategic reviews
into areas such as product design and
sales practices, provision of advice,
treatment of customers who suffered
unauthonsed transactions and product and
service surtability

WHOLESALE MARKETS

The FCA has continued to pursus a
proactve and assertive approach In
identdying and addressing nisks ansing from
firm's conduct In the wholesale markets

This has included an increasingly intenswe
approach to supemisory actmties and
thematic reviews as wel as several high
profile referrals to enforcement relating to
LIBOR, forex and conficts of interest

Wholesale markets have also been the
focus of significant regulatory reform over
the past 12 months The most significant
proposed reforms have Included the
finahsation of the incoming Markets in
Financial Instruments Directive (MIFID 1)

The MIFID {| reform package wall form

a revised framework governing the
requirements applicable to investment
firms, trading venues, data reporting
sarvice prowders and third-country firms
prowiding investment services or activities
in the EU These reforms will dnve change
across Investec Bank plc, Investec Asset
Management and Investec Wealth &
Investment, with the majonty of these
reforms required to be iImplemented by
January 2018

Matenal reforms also continue to take effect
in the OTC markets as a result of the EU's
Market Infrastructure Regutatons (EMIR)
and the UK's market abuse regme
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COMPETITION

On 1 Aprit 2015, the FCA was granted
enhanced powers to promots its
competition abjective alongside the newly
estabiished UK Competition and Markets
Authonty {the CMA) The FCA has made
usa of these powers dunng the penod to
carry out a number of competition market
studies in areas such as cash savings,
credit cards, retall and SME banking and
investment and corporate banking

SENIOR MANAGERS AND
CERTIFIED PERSONS REGIME

The FCA and PRA are putting In place a
new regulatory framework for mdmduals
working in the UK banking sector The
Incoming regime wiil consist of three
key components

I Anew Senior Managers Regime which
will clanfy the lines of responsibility
within, enhance the regulators' abihty
to hold senior Ingdmviduals in banks
accountable and require banks to
regularty vet thew senior managers for
fitness and propriety,

I A Certification Regime requinng firms
{0 assess fitness and propriety of staff
N positions where the decisions they
make could pose significant harm to
the bank or any of ts customers, and

Il A new set of Conduct Rules, which
take the form of brief statements
of high level pnnciples setting out
the standards of behaviour for
bank employees

Investec Bank plc has successfully
implamented the core components of
this regime which came nto force on
7 March 2016

STRUCTURAL BANKING REFORM

The Banking Reform Act recerved Royal
Assent on 18 December 2013 and gave
the UK authonties the powers to implement
key recommendations of the independent
Commussion on Banking (ICB) on banking
reform, including nng-fencing of UK retail
banking actwties of a universal bank into a
legally distinct, operationally separate and
economically independent entity within the
same group




Ring-fencing was a key area of strateqic
focus dunng the penod for the largest UK
banks The Banking Reform Act contains a
de rmurimus exemption from the requiremant
to nng-fence, which 1s relevant to all but
the largest UK deposit takers Investec

falts wathin this de mimimrus exempiton and
1s therefore out of scope of the nng-
fencing requirement

FINANCIAL CRIME

Financial cnme continues to be a regulatory
focus with regutators globalty encouraging
firms to adopt a dynamic approach to the
management of nsk and to increase efforts
around systems and controls to combat
both money launderng and bnbery and
corruption In the past two years, the UK
government made significant efforts to
ramp up d4s capacity to enforce the Bnbery
Act, with notable measures including

the publication of the first UK National
Anti-Corruption Plan, the introduction

of Deferred Prosecution Agreements

(DPA) to streamiing the resolution of
selected corporate bnbery cases, and

the iImplementation of harsher sentencing
guidelines for fraud, bnbery and money
laundenng offences

TAX REPORTING

The Foreign Account Tax Compliance Act
(FATCA) armns to promote cross-border
tax compliance by implementing an
international standard for the automatic
exchange of tax information relating to
US investors The provisions call on tax
authonties all over the world to obtamn
detaled account informaton from financal
institutions relating to US investors and
exchange that information automatically
with the United States Iniernal Revenue
Service on an annual basis

Compliance

{tontinned)

The OECD has recently taken further
steps to improve global cross-border tax
compliance by releasing the Common
Reporting Standard (CRS) Tha CRS

15 & set of global standards for the
annual exchange of financial nformation
by financial Institutions pertaining to
customers, to the tax authonties of the
Junsdictions in which those customers
are resident for tax purposes CRS takes
effect as of 1 January 2016 in the UK, with
reporting commencing from 2017

The UK government intends to create a
new corporate cnminal offence of faling to
prevent the facilitation of tax evasion Draft
legislation has atready been published and
should be finalised before the introduction
of the new international automatic
exchange of nformation arangements

n 2017
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Corporate governance

3

Sound corporate
governance ts unplicu
un our values, culture,
processes, functions
and organisational
structure

Chairman’s introduciion
Dear Shareholder

| am pleased to present the 2016 annual
comaorate governance report which
descnbes our approach to corporate
governance

Before looking In detall at our governance
framework, | would like to make some
comments on how the board has delvered
aganst ts prionties for the year, the board's
composition and how the performance of
the board has been evaluated, and about
slakeholder engagement that has taken
place dunng the year In addiion, | would
ke to specifically comment on changes
that have taken place to ensure that we
have in place the executive leadership
essenttal for the long-term success of

our business, and to look forward to our
key areas of focus for 2016 and beyond
However, befare that, | would like to provide
some important context regarding our
culture, values and philosephies, which

are and will continue to be at the core of
averything we do

OUR CULTURE, VALUES AND
PHILOSOPHIES

Sound corporate governance depends
upon much more than processes and
procedures, It fundamentally depends
upon the people and the culture within

an organisation At investec, sound
corporate governance 1s embedded In our
values, culture, processes, functions and
organisational structure Qur values require
that directors and employees behave

with integnty, displaying consistent and
uncompromising moral strength in order
to promote and mantain trust The beard
sets the tone from the top In the manner in
which it conducts itseff and oversees the
structures and the framework for corporate
governance Each business area and every
employee of the group is responsibla for
acting n accordance with our values and
philoscphigs and we conduct our business
and measure behaviour and practices
against them so0 as to ensure that we
demonstrate the charactenstics of good
governance

THE PAST YEAR IN FOCUS

Composition of the board

In 2014, the board, on the recommendation
of the nominations and directors” affairs
committee (NOMDAC), implemented a
structured refreshment programme so

as to ensure that we are recruiting new
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independent non-executive directors

and retinng some of our longer senang
non-executive directors A key challenge
for the NOMDAC has been to implement
thus programme in such a manner so as
to bnng In new and diverse perspectives,
while retaining the level of knowledge and
expenence necessary for the continued
success of the group The retirement

and appointments in 2014 and 2015 of
non-executive directors have enabled this,
bnnging a fresh outlook to the board and
greater diversity of skills, backgrounds
and thought The retention of some of our
longer serving non-executive directors has
enabled continuity and stabilty, and | am
grateful for therr commitment to Investec
The NOMDAC continues to keep the
compasition of the board under review
and wall propose changes, as necessary,
in order to retain the optimum attnbutes

This year has seen some further
change to the board

* In accordance with the structured
refreshment programme agreed by
the board, Haruko Fukuda did not
saek re-election as a director at the
2015 annual general meeting, and
accordingly stepped down from the
board at the conclusion of the 2015
annual general meeting

* Bradley Fned, who was appointed as a
non-executive director on 1 Apnl 2010,
stepped down from the board with
effect from 1 Apnl 2016

Board and directors’ effectiveness
review

The beard s committed to regutarty
evaluating ts own effectiveness and that

of #s committees In this Iight, the board
undertakes an evaluation of its performance
and that of ks commitiees and indnadual
directors annually, with independent
external Input to the process avery third
year The board agreed that the 2016
review of the board's effectiveness would
be faciitated by Professor Rob Goffee

of the London Business Schoal, an
independent third party service provider
The findings of the 2016 review were
presentad to the board, an action plan
developed and updates on progress made
aganst thase actions will be prowvded to the
board on a regular basis




Management succession

Succassion planning has remained a key
area of focus dunng the year Investec
announced at the time we presenied tha
group's intenm resufts in November 2015
that, in pursurt of sustained growth across
its businesses, the group restructured
certain operating respensibilities with

the aim of achieving the {ollowing broad
cbjectives

* To mantan differentiated businesses
that are integrated and coordinated
under the Investec brand, while
focused on providing the best solution
for the client

» Tofacitate the growth of businesses
with direct management responsibility
and accountability

* Toensure talented future leaders are
In place for the long-term success of
the group

Changes included the appointment of
Ciaran Whelan and Dawvid van der Walt as
Jjoint global heads of the Specialist Bank,
and the appaintment of Richard Wainwnght
as chief executive officer of Investec Bank
Limited in South Afnca Investec has always
maintained a policy of growing talent from
within, and the majonty of the group's
leaders have an extensive history with the
group and are valued for ther institubional
knowledge and expertise The changes
implemented have postioned Investec

for sustained growth with an enhanced
operational focus Stephen Koseff remains
group chief executive officer and Bernard
Kantor group managing director They
continue to focus on group strategy,
developmeni and growth of the Investec
global businesses, and the positioning of
the group among all stakeholders

Shareholder engagement

Dunng the course of 2015, tha board
embarked on a senes of shareholder
consultations The prmary focus of the
consuitation was the rewsed executve
Incentrve arrangements put to shareholders
at the 2015 annual general meeting

The consuitations also provided an
opportunity to discuss governance

more broadly with shareholders From a
governanca perspectve, the dialogue
centred on the composition of the board,
while on remuneration the discussion
related to the appropnate inkage between
pay and performance

Corporate governance

PRIORITIES FOR THE NEW YEAR

in broad terms, our pnonties for 2016, from
a corporate governance perspective, are
as follows

Strategy

The successful implementation and
execulion of the group's strategic Intentions
have provided a solid foundation on which
to build and delver returns going forward

Board effectiveness

As we noted above, 1t 1s important to
penodically obtain an independent
perspectiva as to whether the board 1s
functioning effectively Having reviewed the
assessment, the directors were satisfied
that the board was operating effectivaly
There are areas where we can improve and
we will continue to refine and improve our
processes to do s0

Management succession

As noted above, the restructure of certain
operating responsibilities was announced
on 18 November 2015 Embedding the
restructure will be a key area of focus for
the group going forward

Regulatory and governance

The regulatory and governance environment
that the group operates within continues

to evolve rapidly In the United Kingdom,

we have seen the implementation of the
Senor Managers Regime and emerging
guidance on panctples of good governance
applicable to our regulated subsidianes

Culture and values

Our cutture and values have always been
at the heart of how we operate, and we
beleve the strength wath which these

are embedded and Iived throughout the
organisation distinguishes Investec from
others Safeguarding our culture to ensure
good conduct and ethical practice will
promote the delivery of our long-tarm
success and will reman a key focus of
the board

CONCLUSION

The following pages of this report describs
n more detal the governance framework,
and the structures that are in place to
ensure that Investec I1s able to maintamn the
highest standards of comorate governance

.-.;‘:‘CB‘&'-_‘

Fami Tits
Chairman
15 June 2016

feontined)

-]

Governance framework

Investec Limited and Investec pic, together
with ther subsidianes, are merged as a
single economic enterpnse as a result of the
dual isted companies (OLC) structure

The group adopted a nsk and governance
structurs, which afiows for the operation
of the vanous committees and forums at
group level

Investec’s governance framework
is depicted on page 50

This avoids the necessity of having 1o
duplicate vanous committees and forums at
a subsidiary level Due to the DLC struciure,
we have combuned board committees

of Investec Limited and Investec ple

Full disclosure of the functioning and
responsibiities of these board committees
can be found in Investec’s 2016 integrated
annual report

Regulatory contexi

The disclosure of our governance practices
requires a descnption of the regulatory
context that Investec, as a dual listed
company (DLC), operates within

We operate under a DLC structure, and
consider the corporate governance
principles and reguiations of both the

UK and South Ainca before adopting the
appropriate standard for the group which
also complies with requirements in both
junsdictions Al internatonal business
units cperate In accordance with the
above determined corporate governance
pnnciples, in addition to those of ther
junsdiction, but with clear adherence at all
times to group values and cutture

The corporate governance disclosures
that follow focus on those apphcable to
our UK businesses

The board, management and employees
of Investec are committed to comphying
with the disclosure, iransparency and
histing rules of the United Kingdom Listing
Authonty {UKLA) and the UK Corporate
Governance Code {the Code} which was
1ssued by the UK's Financial Reporting
Council in 2010, revised in September 2012
with the most recent version being
published in September 2014 for reporting
penods commencing after 1 October 2014

Therefore, all stakeholders are assured
that we are being managed ethically and
In compliance with the latest fegislation,
regulations and best practices

Investec pic sio (excluding Investec Limited) annual financial statements 2016 I 125

JONYNHIAOD JIVHOGHOD ONY LNFWIDYNYIN %SIH




FONVYNHIAQD 3IWHOIHOD ONV LINFAIDYNYIN HSIH

Corporale governance

{eontued)

Statement of compliance

UK CORPORATE GOVERNANCE
CODE

The board 1s ¢f the opiron that, based on
the practices disclosed throughout this
report, which were in operation during the
year under review, the group has complied
with the refevant provisions set out In the
UK Corporate Governance Code, except as
disclosed below

* [ 1 states that performance-related
remuneration schemes for executve
directors should include prowvisions that
woulld enable the company to recover
sums pad or withhold the payment of
any sum, and speciy the crcumstances
in whuch it would be appropnate to
do 50 The current remuneration
armangements for Hendnk du Tort do not
Include prowvisions to recover sums that
have already been pad or to withheld the
payment of any sums The remuneration
of Hendnk du Toit continuss to be
determined by reference to the
remuneration policy of the investec Asset
Management (1AM} busingss This is
deemed appropnate by the remuneration
committee for the following reasons

~ Hendnk du Toit rs the chief
executive ofiicer of |IAM and s not
classified as a matenal nsk taker for
the purposa of the PRA regulations
apphcable to Investec Bank plc

~ The management of IAM, including
Hendnk du Toit, undertook a
substantial investment in 1AM,

resulting in aklgnment with
shareholder interests and, as
previously disclosed, there wall

be no deferral of any shori-term
incentvea untll such ime as the
dabt taken out by Hendnk du Tou
to fund his investment N 1AM has
been repaid

The directors' remuneration

o report on pages 159 to 207 .in
volume one of Investec’s 2016
mntegrated annual report provides
details of the remuneration policy
and the impfementation of that
policy for all directors

Leadership

Chairman and chief executive
officer

The roles of the ¢hairman and chief
executive officer are distinct and separate

The chairman 1 responsible for setting

the board agenda, ensunng that there IS
sufficrent time availabls for discussion of all
items, that information receved 1s accurate,
tmely and clear to enable the directors to
perform therr duties effectively in keeping
with Investec’s culture and values, the
chairman encourages cpen and honest
debate between all board drectors

The board does not consider that the
chairman’s external commitments interfere
with his performance and responsibilities
to Investec The board 1s satisfied that the
charrman makes sufficient time avalable to
serve Investec effectively There have been

no changes to the significant commitments
of the chaiman dunng the penod under
review The ¢chairman resides n South
Alnca but spends approxamately a week a
month in the UK

The board has not appointed a deputy
chaiman

Senior iIndependent director

Perry Crosthwarte 1s the senior independent
director He is avalable to address any
concerns or guestions from sharsholders
and non-executive directors In addiion, he
leads the board in the assessment of the
effectveness of the charman

Board of directors

The board s responsible for creating and
delivenng sustainable shareholder value by
providing overall strategic direction wathin a
framework of nsk appetite and controls

The board has adopted a board charter
which 15 reviewed annually and which
prowvides, a framework of how the board
cperates as well as the type of decisions to
be taken by the board and which decisions
should be delegated to management

For more information on the board’s
objectives, role and responsibilities refer to
Investec’s 2016 integrated annual report

Biographical details of the
directors are set out on pages 137
and 138, with more information

n Investec’s 2016 integrated
annuaf report

The names of the directors at the date of this report, the year of ther appointment and their independence status for the year under review

are set out below

Date of appointment

Investec plc  Investec Limited Independent
EXECUTIVE DIRECTORS
S Koseff (group chief executive officer) 26 Jun 2002 6 Oct 1986 -
B Kantor (group managing director} 26 Jun 2002 8 Jun 1987 -
GR Burger {group nsk and finance director) 3 Jul 2002 3 Jul 2002 -
HJ du Tost 15 Dec 2010 15 Dec 2010 -
NON-EXECUTIVE DIRECTORS
F Titi (charrnan) 30 Jan 2004 30 Jan 2004 On appointment
ZBM Bassa 1 Nov 2014 1 Nov 2014 Yes
LC Bowden 1 Jan 2015 1.Jan 2015 Yes
CA Carolus 18 Mar 2005 18 Mar 2005 Yes
PKO Crosthwarte {sentor independent diractor) 18 Jun 2010 18 Jun 2010 Yes
D Frnedland 1 Mar 2013 1 Mar 2013 Yes
CR Jacobs 8 Aug 2014 8 Aug 2014 Yes
IR Kantor 26 Jun 2002 30 Jul 1880 No
Lord Malloch-Brown KCMG 8 Aug 2014 8 Aug 2014 Yes
KL Shuenyane B Aug 2014 8 Aug 2014 Yes
PRS Thomas 26 Jun 2002 28 Jun 1981 Yes
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Corporate governance

{rantiued)

|
INDEPENDENCE
Charrman 1 BALANCE OF NON-EXECUTIVE AND EXECUTIVE DIRECTORS
Pre-2014 AGM Post-2014 AGM
Executives 4
Non-executives 10

64 %

OF BOARD INDEPENDENT

O

® 24 0%
® 76 0%

Independent
Non incependant

Aspirational larget:

O

® 27 0% | Independent
® 730% | Non independent

D|VERS|TY Pear the Davies Report 25% fernale representation by 2015
GEOGRAPHICAL MiX BOARD GENDER BALANCE
Pre-2014 AGM Post-2014 AGM
® 530% | South Aca ® 760% | Male ® B0 0% | Male
® 47 0% | UKwcudng Eurcpe ® 240% | Fernale ® 200% | Femals

|
TENURE

Average length of

service:

{Length of service by band) for
non-executive directors

UK CORPORATE
GOVERNANCE
RECOMMENDATION

Recommendation that non-
executives should not serve longer
than nine years from the time of
ther appointment

Pre-2014 AGM 8 years average

T

®* & 0 — 3years
®* 2 3 — Byears
* - 6 — 9years
® 5 9 ysars pus

Post-2014 AGM 5 years average

® 5 0 - 3years
. 2 3 — Eyoars
* - 6 — Gysars
s 4 9 years plus

Investec ple silo {excluding Investes Limited} annual financial statemenis 2016 127

ADNYNHIAOD ZLvHOIHOD ANV ININIDYNYIN HEH



ADNYNEHIACD ILvHOLHOD ONY LNIWIDYNYIN HSIH

Corporate governance

{rontiued)

Composition, structure and
process

At the end of the year under review, the
board, excluding the charmen, compnsed
four executive directors and 12 non-
executive directors

Refer to Investec's 2016 integrated annual
report for disclosures on

* Board changes dunng the past year
* Board mestings

* Independence of board members and
the chaimen

*  Terms of appointment
* Independent acdvice

* Skills, knowledge, expenence and
attnbutes of directors

* Board and directors’ performance
evaluation

+ Ongoing traning and davelopment
+  External directorships
* Dealings In secunties

* |T governance

COMPANY SECRETARY

Dawvid Miller 1s the company secretary

of Investec plc Tha company secretary
1s professionally quakfied and has
expenence gamned over a number of
years His senices are evaluated by
board members dunng the annual board
avaluation process He 1s responsible for
the flow of information to the board and its
committees and for ensuring compliance
with board procedures All directors have
access to the advice and services of the
company secretary whose appointment
and removal are a board matter

The board has considered and s satisfied
that the company secretary 1s competent,
has the relevant qualifications and
expenence and mantans an arm's length
relationship with the board In evaluating
these qualities, the board has considered
the prescnbed role and duties pursuant
to the requirements codified in the UK
Companies Acts and the listings and
governance requrements as applicable

In addition, the board confirms that for
the period 1 Apnl 2015 to 31 March 2016
the company secretary did not serve

as a director on the board nor did he
take part in board deliberations and only

adwvised on matters of governancs, form
or procedure

BOARD COMMITTEES

In exercising control of the group, the
directors are empowered {o delegate to
vanous board and executive committees
The committees have specific terms of
reference, appropnately skilled members
and access 1o specialist advice when
necessary

The fulf terms of reference are

@. available on our website The
reports of the chatrmen of the
board committees are provided
in Investec's 2016 integrated
annual report

For ease of reference, the
report by the charrman of the
investec plc audit commuttee is
mnciuded on pages 132 to 136

Management and

succession planning

Global business unit heads, geographic
management and the heads of central

and group service functions are appointed
by executvé management and endorsad
by the board, based on the skiils and
axperence desmed necessary to perform
the required function In general, managers
do not have fixed-term employment
contracts and there are no employment
contracts with managers for a term of more
than three years

Our management structure, reporting
ines and the dmsion of responsibilives are
built around a geographic, dvisional and
functional network

Each strategrc busingss unit has a
management committee and is responsible
for /nplementing operational decisions,
managing nsk and aligring dmsional
objectives with the group strategy and wision

The NOMDAC recerves a detalled
presentation from the executive regarding
Senor management succession and the
NOMDAC 15 satisfied that there 1s a formal
management succession plan in place

The NOMDAC waill continue to focus on
ensunng that the management SUCcession
plan remains up to date

Senior management succession plans are
also presented annually to the banking
regulators
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Accountability

FINANCIAL REPORTING AND
GOING CONCERN

The directors have confirmed that they
are satisfied that the group, as well

as Investec plc and Investec Limited
individually, have adequate resources 10
continue in business for the foreseeable
future The assumptions undertying the
going concern statement are discussed
at the tme of the approval of the annual
financial results by the beard and these
include

* Budgeting and forecasts

+ Profitability
+ Capital

*  Liguidity

* Solvency

The board 1s of the opinien, based on its
knowledge of the group, key processes

in operation and enquines, that there are
adequate resources to support the group as
a going concern for the foreseeable future

Further information on our fiquidity
and caputal posrtion 1s provided on
pages 89 to 57 and pages 104

to 118

Furthermore, the board is of the cpinion
that the group's nsk management
processes and the systems of internal
control operate effectively

The directors are responsible for monitoning
and reviewing the preparation, intagrity and
reliability of the Investec plc consolidated
financial statements, accounting policies
and the information contaned in the
integrated annual report, and to ensure
that the annual! financial statements are far,
balanced and understandabte

In undertaking this responsibilty, the
directors are supported by an ongong
process for dentifying evaluating and
managing the key nsks Investec faces In
prepanng the financial and other information
contained tn this integrated annual report

This process was in place for the year
under review and up to the date of approval
of this iIntegrated annual report and

annual financial statements The process

15 Implementad by management and
independently monitored for effectiveness
by the audt, nsk and other sub-commuttees
of the board




QOur annual financial statements are
prepared on a going concern basis

VIABILITY STATEMENT

In addition to providing a going concern
statemant, the board 1s required, In terms
of the UK Corporate Governance Code,
to make a statement with respect to the
group’'s viabilty (1 e nts ability to continue
In operation and meet its labiities) taking
nto account the current position of the
group, the board's assessment of the
group's prospects and the pnncipal nsks it
faces Following confirmation by the BRCC
(compnsing a majority of non-executve
directors, which includes members of the
audit committees) the audit committees
recommended the wability statement for
board approval

The board has identified the
principal and emerging risks
facing the group and these are
hightighted on pages 20 to 28

Through its vanous sub-committeas,
notably the audit committees, the group nsk
and capital committes (GRCC), the BRCC
and the capital committees, the board
regularly carnes out a robust assessment
of these nsks, and their potential impact

on the periormance, liquidity and solvency
of the group The activities of these board
sub-committees and the 1ssues considered
by thern are descnbed in this governance
section of this report

Taking these nsks into account, together
with the group's strategic objectives and the
prevailng market environment, the board
approved the overall nsk appetie for the
Investec group The group's nsk appetite
statement sets broad parameters relating to
the board’s expectations around performance,
business stabiltty and nsk management

The board considers that prudential

nsk management 1S paramount n

all it does Protection of depositors,
customers' interests, capital adequacy
and shareholder returns are key drivers
To manage the group’s nsk appetite
there are a number of detarfed policy
statements and governance structures
in place The board ensures that there
are appropriate resources in place to
manage the nsks ansing from running
our business by having independent nsk
management, compliance, and financial
control functions These are supplemented
by an Internal Audit function that reports
independently to a non-executive audit
commiitee chairman

Corporate governance

The board believes that the nsk
managemsant systems and processes we
have in place are adequate to support
the group s strategy and allow the

group 1o operate within s nsk appetite
framework A review of the group’s
performance/measurement aganst its
nsk appetite framework 1s prowded at
each BRCC meeting and at the main
beoard meetings

In terms of the UK Financial Conduct
Authonty (FCA) and Prudential Regulation
Authanty (PRA) requirements, the group 1s
also required to meet regulatory standards
with respect to capital and hquidity In terms
of these requirements, the group 1s required
to stress its capiial and liquidity posiiions
under a number of severa stress condtions

Investec’s stress testing framework s well
embedded in its operations and 1s designed
to dentify and regularty test the group's key
‘vulnerabilitres under stress’

Scenano modelling and ngorous daily
hquidity stress tests are performad

to maeasure and manage the group’s
respective banking entrtiss’ iquidity
posttions such that payment obligations can
be met under a wide range of company-
specific and market-driven stress scenanos
The objective 1s to have sufficient iquidity,
In an acute siress scenano, to continue to
operate for a mnmum penod as detaled
n the board-approved nsk appetite and as
required by the regulators The group’s nsk
appetita also requires sach banking entity
to maintain a minimum cash to customer
deposit ratio of 25%, and ensure that the
respective banking entrties are not relant
on wholesale funding to fund core asset
growth Each banking entity is requied to
be fully sefi-funded Our banking business
exceeds the regulatory requirements for
the net stable funding ratio and liquidity
coverage ratio Investec plc currently has
£5 1 billion in cash and near cash assets,
representing 47 0% of customner deposits

The group develops annual capital plans
that look forward over & three-year penod
These plans are designed to assess

the capital adequacy of the group's
respective barnking entities under a range
of economic and internal conditions, with
the impact on earmings, asset growth,
nsk appetite and kquidity considered

The output of capital planning altows
senior management and the board to
make decisions to ensure that the group
continugs to hold sufficient capital to meet
internal and regulatory capital targets
over the medium term {1 e three years)

(cofrfrrrm'd)

The group {argeis a minimum capital
adequacy ratio of 14% to 17%, a common
equity tier 1 ratio n excess of 10% and a
leverage ratio in excess of 6% for each oi
s banking entities

The parameters used in the capital and
liquidity siresses are reviewed regularty,
taking into account changes In the business
ervironments and inputs from business
units A detalled 'bottom-up’ analysis

1s performed in designing Investec's

specific stress scenanos The group also
incarparates the Bank of Englang {BOE)
‘anchor stresses’ Into its capital and hquidity
processes As the group's banking entities
are regulated separately and nng-fenced
from one another, different stress scenarios
apply across the respective banking entities
and junsdictions

Investec plc runs a number of stress
scenanos, some of which are bnefly
hightighted below

+ The BOE ‘Anchor Scenano” this
scenario Incorporates a LK slowdown
in GDP growth, a slump in Pounds
Sterling, a significant increase in
inflation and interest rates in the UK

A scenano where there 1s an oif

price shock with pnces increasing
substantially This would result in a
significant detenoration in global risk
sentiment UK inflation nses and spirals
to a CPl peak of 5% The UK economy
undergoes a savara recession with
GDP faling from peak to trough by
over 4% National house pnces fall over
20% fand in London by over 45%), and
the FTSE falls close to 30%

* A scenano where global growth
disappoints and there 1s a collapse
n the ot pnce which pushes down
inflation and leads to a deflationary
mindset There 1s a penod of stagnation
which moderately impacts UK GDP
UK interest rates are cut into negative
termtory National house prices in
the UK are negatvely impacted as
is the FTSE

In addition, dunng the year, the group
Incorporated a number of new stress
scenanos Into its hquidity and capital
ptans, including for example, a "Brexit’
scenano We also carry out ‘reverse stress
tests’, 1 & those scenanos that would
cause the group to breach nts capital and
iquidity requrements These scenanos are
considered highly unlikely, given the group’s
strong liquidity position and sound capital
and leverage parametars
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Furthermore, the group I1s required to
have a recovery and resolution plan for
both Investec Limited and Investec plc
The purpose of the recovery plans are

to document how the board and semor
management will ensure that the group
recovers from extreme financtal stress to
avold iquidity and capital difficuliies in its
separately regulated companies

The capital and liquidity plans, stress
scenanos, recavery and resolution plans
and the nsk appetite statement are
reviewed at least annually In addition,
senior managernent hosts an annual
three-day nsk appetita process at which
the group's risk appetrte framework

15 reviewad and modified to take into
account nsk expenence and changes n
the emaronment Furthemmore, strategic
budget processes which focus on, amongst
other things, the business and competitive
landscape, opporturities and challenges,
financial projections - take place within
sach business dmision at least annually

A summary of these dwvisional budgets,
together with a consolidated group budget,
15 presented to the board dunng its
strategic review process early in the year

In assessing the group's wiabilty, the board
has taken all of the abovernentioned

factors, documents and processes into
consideraton The directors can confirm

that they have a reasonable expectation that
[nvestec will continue to operate and meet
tts labdities as they fall due over the next
three years The board has used a three-year
assassment pencd as this is aligned to the
group’s medium-term capital plans which
incorporate profitability, iquidity, leverage and
capital adequacy projectons and include
impact assessments from a number of stress
scenaros The board has assessed the
group’s viabilty in its ‘base case' and ‘down
case’ scenanos Detalled management
information therefore exists to provide senior
management and the board sufficient and
realistic wisiiity of the group’s viabiity over
the next three years to 31 March 2019 under
these vanous scananos

In assessing the group’s viability, a number
of assumptions are built Into ts capital and
Iiguidity plans In the 'down case’ scenano
these wclude, for example, dvidend
payments being reduced and asset growth
being curtaled

The wiability statement should be read mn
conunction with the following sections in the
annual report, all of which have informed the
board’s assessment of the group’s viabtlity

* Pages 3 to 11 which show a strategic
and financial overview of the business

* Pages 20 to 28 which provide datail
on the pnncipal and emerging nsks the
group faces

* Page 49 which highights information on
the group’s nsk appetrte ramework

* Pages 45 to 47 which prowide an
overview of the group’s approach to
nsk management, and the processes
in place to assist the group in mitigating
tts prncipal nsks

* Pages 53, 80, 86, 89, 107 and 108
which highlight imformation on the
group’s vanous stress testing processes

¢ Pages 89 to 94 which specifically
focus on the group's philosophy and
approach to lquidity management

s Pages 104 to 108 which explan the
group's capital management framework

This forward-looking viability statement
made by the board 15 based on
information and knowledge of the group at
15 June 2016 There could be a number
of nsks and uncertainties ansing from

(but not imited to} domestic and global
economic and business conditions beyond
the group's control that could cause the
group’s actual results, performance or
achievernents in the markets in which it
operates to differ from those anticipated

RISK MANAGEMENT AND
INTERNAL CONTROL

Risks and controls are reviewed and
monitored regularly for relevance and
effectiveness The BRCC, GRCC and audt
committees assist the board In this regard

Sound nsk management practices are
promoted by the group nsk managerment
function, which s independent of operational
managemert The board recognises s
responsibility for the overall nsk and control
framework and for reviewang its effectvenass
In accordance with the FRC's Guidance

on Risk Management, intemal Control and
Related Financial and Business Reporting,
the board, with the assistance of the nsk
management functions and committees,
conbnuously monetors the group's system of
intemal control and nsk management, and
annually reviews is effectveness

Internal control 15 designed to mitigate,
not eliminate, signuficant nsks faced
It is recogrised that such a system
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provides reasonable, but not absolute,
assurance aganst matenal error, omission,
misstatement or loss This 1s achiaved within
the group through a combination of nsk
dentiication, evaluation and monitonng
processes, appropnate decision as well as
oversight forums, and assurance and control
functions such as Group Risk Management,
Internal Audit and Compliance

The board identifies the pnncipal nsks
facing the group, and carries out a robust
assassment of those nsks, their potential
impact on the business, and how they can
be mitigated

Internal Audit reparts any control
recomimendations 1o semor management,
Group Risk Management and the relevant
audit committee  Appropnate processes,
Including review by the audit committees'
support structures, ensure that timely
corrective actron Is taken on matters raised
by Internal Audit

Significant nsks are regularly considered by
the executive nisk review forum (ERRF) and
by the GRCC and BRCC Matenal incidents
and losses and significant breaches of
systems and controls are reported to the
BRCC and the audit committees Reports
from the audit committees, BRCC and nsk
and control functions are reviewed at each
board mesting

Risk management, including information
on the pnneipal nsks facing the group and
how they are managed 1s descnbed in
more detail n section three of this annual
report A statement on how the board has
assessed the longer term prospects of the
group, with regard to the group’s cument
position and these nsks, are set out In the
group's viabliity statement

INTERNAL FINANCIAL
CONTROLS

Internal financial controls are based on
established policies and procedures
Management is responsible for mplementing
internal financial controls, ensunng that
personnel are suitably qualified, that
appropnate segregation exists between
duties, and thal there 1s sutable independent
review These areas are monitored by the
board through the audit comimittees and are
independently assessed by Intemal Audit
and Complance Processes are in place

to monitor internal control effectveness,
dentty and report matenal breakdowns, and
ensure that tmely and appropnata comactive
achon Is taken Group Finance and Investor




Relatons coordinate, review and comment
on the monthly financial and regulatory
reports, and faciiiate the intenm and annual
financial reporting process, including the
external audd process

INTERNAL AUDIT

Each significant junsdiction has an internal
audt presance that 1s appropnate for

the size, nature and extent of business
conducted Smaller geographies are
supported by the Internal Audit teams of the
Investec plc and investec Limited groups

A nsk-based audit approach & {ollowad
and the audit committee approves annial
audi plans

For further details on Internal
Audit, refer to page 121

EXTERNAL AUDIT

Investec plc's external auditors are Ernst
& Young LLP The ndepandence of the
extemnal auditors 1s reviewed by the audit
committees each year

The audit committees meet with the external
auditors to review the scope of the external
audtt, budgets, the extent of non-audit
sarvices rendered and all other audit
matiers The external auditors are invited

to attend audt committes meetings and
have access to the charman of each audit
comnttee

Recommendations on the rotation of
auditors, as latd out in the UK Auditing
Practices Board Ethical Standard 3 as well
as Directive 6/2008 of the South African
Banks Act, were adhered o dunng the year
under review

Non-audit services are dealt with in terms of
an agreed policy which states that

+  External audi firms will have internal
standards and processes to monitor
and maintan therr ndependence and
these must be presented 1o the audtt
committees on an annual basis These
will be considered based on the exphcit
exclusions contained In existing rules
and guidelines

¢ Safeguards must be In place to ensure
that there 1s no threat 1o the objectmty
and mdependence in the conduct of the

Corporate governance

audit, resutting from the provision of non-
audit services by the external auditors

For further details on non-audit
setvices see note 6 on page 171

COMPUANCE

The compliance function ensures that
Investec continuously complies with exsting
and emerging regulation impacting on s
operations We recognise our responsibility
to conduct business in accordance with the
laws and regulations in the countnes and
areas in which we operate The compliance
function 18 managed by Group Complance
and supported by the compliznce officers in
the business units

For further details on the comphance
function, refer to pages 122
and 123

REGULATION AND SUPERVISION

Investec 1s subject to externa! regulation and
supervision by vanous supemsory authornties
in each of the junsdictions in which we
operate, the man ones being the UK PRA and
the FCA (the UK regulators), and the Australian
Secuntes and Investment Commission

We strnve to establish and maintain open
and active dialogue with regulators and
supenvisors Processes are In place to
respond proactively and pragmatically to
emerging 1ssues and we report regularly

to the regulators and supenisory bodies
Where appropnate, we participate in
industry committees and discussion groups
to maintain and enhance the regulatory
environment in which we operate

CONFLICT OF INTEREST

Certain statutory duties with respect to
directors’ conficts of interest are in force
under the UK Companies Act 2006 In
accordance with the Act and the Articles
of Association (Articles) of Investec plc,

the board may authonse any matter

that otherwise may involve the drrectors
breaching thesr duty to avord conflicts

of interest The board has adopted a
procedure, as set out In the Articles, that
includes a requirement for directors to
subrrit, In witting, disclosures detailing any
actual or potentiat conflict for consideration
and, If considered appropnate, approval

fearitinsied)

DIRECTORS’ DEALINGS

The remuneration report in
Investec's 2016 integrated annual
report contains details of Investec
shares held by directors

Directors’ dealings in the secunties of
investec plc and Investec Limited are
subject to a policy based on the Disclosure
and Transparency Rules of the UKLA and
the JSE Ustings Requirements

All directors’ and company secretanes’
dealings require the prior approval of the
Comptliance dwsion and the charman, the
senior Independent director or the charrman
of the audit committees

All dealings of persons discharging
management responstbilities require
approval by line management, the
Compliance dmsion and the chairman

VALUES AND CODE OF CONDUCT

We have a strong organisaticnal cutture

of entrenched values, which forms the
cornerstone of our behaviour towards all
stakeholders These values are embodied in
a wrtten statement of values, which serves
as our code of ethics and I1s continualty
rainforced

We view all employees as the custodians
of ethical behaviour, which 1s remforced
through internal processes, policies and
procedures As such all new employees
are invited, and are strongly encouraged,
to attend an induction process at which
our philosophies, values, cufture, nsk
rmanagement and complance procedures
are explained and discussed

Our organsational development team

plays an important role in faciitating the
understanding and ongoing practice of

our values, philosophes and culture In
addrtion to our values, acceptable business
practices ara communicated through

the human resources practices manual,
avalable on the intranet
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Audit commitiees

INTRODUCTION

The audit committees are an essental part
of the group’s governance framework to
which the board has delegated oversight
of the group’s financial reporting, nsk
management, compliance, internal and
external audit

This report provides an overview of the
work of the commuttees and detalls how it
has discharged tts duties over the year

Following the annual cycle of work of the
committees, we concluded that sound

nsk management and Intermal controls

have been mantaned dunng the year

The committees were satisfied that the
integrated annual report presents faty and
provides a far, balanced and understandable
assessment of the group’s financial position
as at 31 March 2016, and the results of its
operations for the year then ended

BACKGROUND

In terms of Investec’s OLC structure, the
board has mandated authonty to the
Investec plc and Investec Bank plc audit
committee and the Investec Limited and
Investec Bank Limited audit commities

to be the audit committees for those
respective companies and thew subsidianes
with each hawving their own regulatory
requirements to meet A DLC audit
committes - which i1s the combined audit
committee of Investec plc and Investec
Bank plc and Investec Limited and Investec
Bank Limited - has responsibility to

the board for matters common to both
Investec plc and Investec Limuted and,

In particular, the combined group annuat
financial statements and results

The audit commuttees comply with all legal
and regulatory requirements as necessary
under both UK and South Afncan legislation
and listings rules, and apply the corporate

governance prnciples for audit committees
as required by the UK Disclosure and
Transparency Rules (7 1 3R), the UK
Corporate Governance Code and King I}

The board recognises the important role
of the audit committees as part of the nsk
management and corporate governance
procasses and procedures of the Investec
group In this regard, the audit committees
have ovarsight of and monitor

¢ Fnancial reporting process and risks

s Fraud and IT nsks as they relate to
financ:al reporting

= The effectiveness of the group’s
internal controts, internal audt and nsk
management systems

*  The statutory audt and group annual
financal statements, the integrated
annual repert as well as the intenm resuits

* The independence and performance
of the statutory and internal auditor,
and appropnateness of the statutory
auditor's provision of non-audit senices

At each audit committee meeting, the group
chief executive officer, group managing
director and group nsk and finance director
provide an in-depth assessment of their
current nsk-related concerns and the
procedures introduced by management to
control or mittgate these nsks

Following the completion of all group audit
committee meetings, a written report is
provided to the next meeting of the board
of directors highighting matters of which
the audit committee believes the board
should be aware

All responsibilities are covered in the audit
committees’ terms of reference

The board has approved the
terms of reference for the audit
committees which can be found
on our websrte

The audit committees approve the annual
nternal audit plan The heads of Internal
Audit for both Investec plc and Investec
bimited have free access to the chairman of
the audit committees or any member of the
audit commuttees and they attend all audit
committee mestings by invitation

External audrors from both the UK and South
Afnca attend audit commitiee meetings

MEMBERSHIP AND
ATTENDANCE

The audt committees ara compnsed entrely
of independent non-executive directors
who must meet predetermined skills,
competency and expenence requiremnents

In aggregats the audit committees mest
12 tmes per year The chaimnan, chief
executve officer, managing drector,
group nsk and finance director, heads of
Compliance, [T, Operational Risk, Internal
Audtt, Finance and representatives of
the extarnal auditors attend meetings

by invitation

A comprehensiva meeting pack is prepared
with wntten reports recewed from the
extarnal auditors and each of tha above
functions They present on the significant
matters included in ther reports

The chairman of the audit committees
regularly meets with the heads of internal
Audit as well as the lead external audt
partners outside formal committee meetings
and with senior management to gain a better
understanding of the group’s operations and
tha nisks and challenges it faces

At the final results audit committee
meetings, the external auditors and
internal auditors meet separately with the
committee members to enable them to
have a frank and open debate without the
executives being present

Attendance by members at audit committee meatings dunng the financial year ended 31 March 2016

Invastec ple and

Investec Limited and

DLC audit tnvestec Bank plc Investec Bank Limited
committes audit committee audit committee
Numbers of Number of Number of
Number of maetings Number of meetings Number of meetings
Members meetings attended meetings attended meatings attended
D Fnedland (chairman} 4 4 4 4 4 4
ZBM Bassa 4 4 4 4 4 4
LC Bowden 4 3 4 4 4 4
KL Shugnyane 4 4 4 4 4 4
PRS Thomas 4 2 4 F 4 4
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SUMMARY OF CONCLUSICNS
REACHED BY THE AUDIT
COMMITTEES FOR THE YEAR
ENDED 31 MARCH 2016

The audit committess, to the best of our
knowledge and belief, are satisfied that

* The finance functions of both
Investec plc and ts subsidiaries and
Investec Limited and its subsidianes
are adequatsly skilled, resourced
and expenanced

+  The group nsk and finance director,
GR Burger, has the appropnate
expertise and expenence to meet the
rasponsibilities of the position

* The group’s internal financial controls
are effective and all identified
weaknesses In financial control are
being addressed

+ The external auditers of both
Investec plc and Investeg LUimited are,
and rematn, independent

* The external auditors perform their
functions with the appropnate
expertise, competence and experence

In fulfiling our duties, the audit committees
have

¢ Considered whether the integrated
annual report taken as a whole was
far, balanced and understandable and
provided the information necessary
for stakeholders to assess the
group's performance

* Reviewed, challenged and discussed
with both management and ihe external
auditors material areas In which
significant judgements were applied

¢ Reviewed the Internal Audtt function
including the process for evaluating
the control enmvironment, approved
the internal audt plan and considered
internal audit reports

* Reviewed and considered
represeniations by management on the
going concern statement for the group

* Based on igudity levels, capital
adequacy, capital plan and the 2017
budget, recommended the adoption of
the going concern concept to the board

* Discussed with management the
process used to dentify, measure and
oversee tax nsks

Corporate governance

+  Reviewed the nsk assessment process
and the manner in which significant
business nsks are managed

* Recommended to the board the
reappointment of our external auditors
(see external auditors below)

* Focused oninformation secunty due
to the ever Increasing threat posed by
cybercnime and nsks assoclated with
maobile technology and social media

*  Confirmed the absence of any
indicators of fraud with regard 1o
financial reporting

The audst commuttees recommended the
adoption of the iniegrated annual report to
the board

In this regard the audit committees

* Considered facts and risks that may
impact on the integnty of the integrated
annual report

* Reviewed and requested that changes
be made to disclosures to the annual
financial statements included in the
Iniegrated annual report

¢ Reviewed the disclosure of
sustainability 1Issues in the integrated
annual report to ensure they are
reliable and do not conflict with the
financial information

¢+  (Obtaned confirmation from the chief
executive officer and group nsk and
finance director that they considered
the disclosures to be farr, reasonable
and balanced

¢« On the basis of the commrttees”
membaership of the BRCC, meetings
with senior management, attending
board and strategy meeuings and
the audit committee process, the
committee concluded that the
integrated annual report taken
as a whole, 15 fair, reasonable
and balanced and provides
the information necessary for
shareholders and cther stakeholders
to assess the group's performance,
business model and strategy

*  Asin prior years, engaged Grant
Thornton to verfy all the environmental
data included in the report None of
the audit firms engaged in the group's
external audit were considered for
the project

A viability statement 1s required to be made
for the first time

feontinsed}

Following confirmation by the BRCC
(compnsing a majonty of non-executive
directors, which includes mambers of the
audit committees), the audit commitiees
recommended the viability statement for
board approval

The board subsequently approved the
integrated annual report, including the
annual financial statements, which will
be tabled for approval at the forthcoming
annual general meeting

EXTERNAL AUDITORS

Appointment and independence

The committee considers the
reappointment of the external auditors each
year before making a recommendation to
the board and shareholders It assesses
the independence of the external auditors
an an ongoing basts The external auditors
are required to rotate the lead audtt partner
every five years and other sentor audit staff
every seven years Partners and senwor staff
associated with the Investec audit may only
be employed by the group after a cooling
off penod The lead partner commenced his
fiva-year rotation last year

FONYNHIACD FLVdOdHOD ONY INSWIDVNYW 15Ty ’

Although Emst & Young has been the
group’s audtors since listing on the London
Stock Exchange in 2002, we continue to
believe that partner rotation, hmtations on
non-audit services and the confirmation of
the independence of both Ernst & Young
and the audt team are adequate safeguards
to ensure that the audit process 18 both
objective and effective Interms of the
partner rotation process, Ernst & Youngs
designated auditor In respect of Investec
Limited will change effectiva 2017 from
Ernest van Rooyen to Farouk Mohideen

The committees evaluated the effectiveness
of the audrors through completion of a
questionnaire which, inter aka, assessed
the audi partners, audit team and audit
appreach (planning and execution}, dunng
thair presentations at audt committeg
meetings and ad hoc mestings held with
the auditors throughout the year Senior
finance function executives also provided
feedback to the committees

Non-audit services

The committess have adopted a polcy on
the engagement of the external audtors
to provide non-audd seraces This policy,
designed to safeguard auditor objectaaty
and independence, includes guidealines on
permitted and non-permitted services and
on senices requinng specific approval by
the comimitiees
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The committeas review whether the

level of non-audit fees could impact the
Independence of the auditors This 1s
manitored by reference to the level of fees
paid for servicas, excluding services which
are required to be provided by the external
auditors due to therr office, against the fees
paid for the audit of the group

For further details on non-audit
services refer to Investec’s 2016
mtegrated annual report

INTERNAL AUDIT

The committees are responsible for
monitonng and reviewing the scope and
the effectiveness of the Internal Audit
function Both the Invastec Limited and
Investec pic heads of Internal Audit have

a direct reporting line to the charman of
the audit comrmittees and regularly meet
with lum to discuss progress with the audit
plans, resourcing and setting their annual
objectives Internal Audit was subject to a
‘quality assurance review’ in 2014, with the
next review scheduled for 2019

RISKS ADDRESSED DURING
THE YEAR UNDER REVIEW

Detaled below are significant audit nsks the
committees focused on

=  Monitonng of credit qualty and the
appropnateness of the alowance for
credit losses

We discussed with management and
the auditors the specific and collective
loan provision process, and considered
the reasonableness of the allowance
relativa to the quality of the book and
related collateral

* Valuation of financial instruments
and uniisted investments Unlisted
Investments often require a large
degree of subjectivity surounding the
vanous Inputs to their valuations

We met with management and the
external auditors to discuss and
challenge, inter aha, the discount rates,
credit spreads and pnce earmngs ratos
assumptions used in the valuations

of unlisted investments, including
embedded denvatives

¢ Accounting and financial reporting of
large or complex transactions

Discussions were held with
management and the external auditors
with regard to large and complex
transactions to ensure comphance
with accounting standards

*  Taxation
We examined and challenged
management’s estimates of levels
of taxation expected to be payable
In respect of transactions currently
being challenged by the Revenue
Authanities, including review of
correspondence by our external
adviser

The internal and external auditors provided
detalled reporting in respect of these
key areas

I addrion, the audit committees
considered the following themes

+  Cybercrime
The group continues to expenence
an escalation in attempted IT fraud
and other forms of cybercrime
Considerable effort and time have
been devoted by management to
ensure that IT controls are robust and
appropniate solutions are deployed
to protect the group from increased
threat lavels

In the latter part of 2015, we engaged
an independent specialist company
to conduct a simulated cyberattack
against the group While certain
technical weaknesses were identified,
the conclusion of the testers was that
our ability {o detect and respond to

a targeted attack Is above average,
compared against our peers

Remedial steps are baing taken to
address the weaknesses and our
secunty controls are continually
enhanced, n response te the evolving
threat landscape Another simulated
attack ts scheduled for later this year

*»  Liquidity nsk
The adequacy and appropnateness of
liquidity management throughout the
group s operahons
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s Comphlance with laws and
regulations
Adherence to key regulatory issues
facing the group

* Control weaknesses
Assassing the internal control
weaknasses identfied by the assurance
providers and ensunng appropnate
steps are taken within prescnbed and
specified time kmits io mitigate and
remedy such weaknesses

IFRS 9 FINANCIAL INSTRUMENTS

The new standargd includes revised
guidance on classification and
measurement of financial assets including
a new expected credit loss model for
caiculating impairments

The group has established an IFRS ¢
steerng cormimitiee comprising executive
representation and key management

from Risk, Finance, Analytics and IT

The commiitee 1s accountable for IFRS 9
implementation and 1s supported by
working groups respensible for different
waorkstreams The committee provides
updates on the status of the project to the
appropriate board committees

The group continues to evaluate the overall
effect of IFRS 9, but it I1s not practicable

{0 quantry the effect as at the date of the
publication of these financial statements

The audit committees wili use the lead time
to challenge management’s assessment of
the standard's effect and reman abreast

of its implementation plans




Corporate governance

{contnued)

Audit committees’ structure
The iable below depicts the Investec group audit committees’ structure and ambit of actmties

AUDIT COMMITTEES OF INVESTEC PLC AND INVESTEC BANK PLC AND INVESTEC LIMITED AND
INVESTEC BANK LIMITED

External auditors
* Planning/budget
*  Confict/audtt

Audit sub-committees

Distil only mayor 1ssues to
audit committees

Current nsk review

Chief executve officer
Managing director

Corporate governance
(South Afrtcan Banks Act
requirements)

Indepandence * High lavel reports *  Financiat drector * Disaster recovery and
confirmations business continurty
¢ Non-attest services Audit comphance Internal auditors «  Key staff issues
and fees implementations forum ¢ Annual audit plan
*  Reports to reguiators (ACIF) s Adequacy of staffing Finance
* Reviews higher rated complement ¢ Accounting policies

*  Management letter
= Qualty of earrungs (audit

findings from all assurance
providers

Successicn planning
Internal audsit charter

Annual financial statements
— HaHl-year results

differences schedule)
«  Appointment/ * Monitors mitigation of * Status of audit work plan —  Year-end resulis
reappontment abova risks ¢ Report of findings and * Production of audited
monitonng of outstanding annual financial statemants
Compliance Information technotogy 1Ssues of companies and
*  Planning * Status * Special ad hoc work subsidiaries
* Resources *  Major nsks, including *  Review of high levelreports ¢ Accounting for ona-off
= High tevel reporting of cybercrme * Internal controls transacuons

possible compliance
breaches
*  Monitonng of special

Change control
Capacity management
Secunty and fraud

Sustainability report

Operational nsk

Accounting updates and
conventions — IFRS
Basel

projects awareness * Fundamental internal «  Reconciliations
*  Reguiatory matters *  Stafiing controls * Regulatory reports
*  Proects = Fraud and loss statistics * Representation letters
Tax * Governance * Insurance coverage
s Hghlevel only * Disaster recovery

*  Tax sub-commitiee

Prudential audit and conduct

committee

» Distl only major Issues
to the Investec pic audrt
committee
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Corporate governance

{rontinued)

SUPPORT STRUCTURES

Audit sub-committees for Investec pk and
Investec Limited regulated subsidianes,
have been established Reports on the nsk
and control environment of all business
units and pnncipal operating subsidianes
ara made to one of the audit sub-
committees, with significant Issues being
escalated to the audit committees

These allow senior managers of the
businass units, who do not attend the main
Investec ple and Investec Limited audit
committee mestings, to meet with the nsk
and control functions and to provide input
on the nsk and control environment of their
business umits Members of the Investac plc
and Investec Limited audit committees are
entitled to attend these meetings and, as

a general nule, at least one non-executive
director attends these mestings

The forums are key to enhancing nsk and
control consclousness and the associated
control environment of the group

The forums support and provide Important
nsight to the audit committees Essentially,
the forums act as a filter, enabling the audit
committees to concentrate their efforts on
matters of appropriate matenality

AUDIT TENDERING

In June 2014, European Union (EU) audit
legislation came into force Among other
provisions, it imposes mandatory audit firm
rotation for public interest entities (PIE)

The leg:slation will take effect in June 2016
Special transition arrangemenis apply 1o the
prowisions on mandatory firm rotation

The new legislation will require a PIE either
to rotate its audntor or put the audit out to
tender after a maxamum 10-year penod
with a further 10 years allowed if a tender
results In the current auditor retaining the
audit Transtional arrangements in place
mean that Investec falls into the category of
having current tenure of ds current auditors
in ptace for 11 to 20 years and therefore a
tender process would be required to enable
change in audit firms for the March 2025
year and

Auditors of PIEs will be subject toa
maximum cap on non-audd fees The cap
equals 70% of audn fees based on a three-
year rolling average In addition there 1s a
naw list of prohibrted actwvities for PIE audits
which are broadly similar types of actmities

to those covered in current independance
requirements, but with & wider scope and
fewer exceptions

The committees will continue to monitor
thase developments and consider the
impact of these regimes on Investec's
external audit arrangerments as the UK
implementation rules become clearer

75—

David Fnedland
Chatrman, audit committees

15 June 2016

REMUNERATION

The board betkeves that a property
constituted and effective remuneration
committee 1s Key to maintaining the ink
between pay and performance Our
remuneration philosophy, which remains
unchanged from pnor years, 1s to employ
the highest calibre indwiduals who are
characterisad by integrity, inteliect and
Innovation and who adhere and subscnbe
to our culture, values and phitosophies

We strve to inspire entrepreneurship by
providing a working envronment that
stimulates extracrdinary performance so
that executive directors and employees may
be positve contributors to our clients, ther
communities and the group

The type of people the organisation
attracts, and the culture and environment
within which they work, ramain crucial

In determining our success and fong-
term progress Our reward programmes
ara clear and transparent, designed

and admirksterad to algn directors’ and
employees interests with those of aft
stakeholders and ensure the group’s
short-, medium- and long-term success
In summary, we recogrise that financial
institutions have to dwide the return from
therr enterpnses between the suppliers

of capital and labour and the socreties in
which they do business, the latter through
1axation and corporate social responsibility
actrvities

Qur group-wide remuneration philosophy
seeks to mamntain an appropnate

balance between the interests of these
stakeholders, and 1s closely aligned to our
core values and philosophies which include
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nsk consclousness, mentocracy, matenal
employea ownership and an unselfish
contribution to colleagues, clients and
society Further information regarding our
remuneration phiosophy and processes
and directors’ remuneration 1s provided In
Investec s 2016 integrated annual repont

PRA AND FCA REMUNERATION
CODE DISCLOSURES

In terms of the PRA's Chapter on Disclosure
Requirements (BIPRU 11 5 18} the bank

11 the UK s required to make certamn
quantitative and qualitative remuneration
disclosures on an annual basis with respect
to Matenal Risk Takers

Material Risk Takers are defined as those
employees (including directors) whose
professional actvities could have a matenal
mpact on the bank's nsk profile

These disclosures can be found in
Investec's 2016 integrated annual
report




Executive direclors
(detalls as at 30 June 2016)

STEPHEN KOSEFF 84)

Chief executwe officer
BCom, CA(SA}, H Dip BDE MBA

Board committees DLC board nsk
and capital, DLC capital and DLC social
and ethics

Appointed to the board in October 1986

Stephen joined Investec in 1980 He has
had diverse expenisnce within Investec
as chief accounting officer and general
manager of banking, treasury and
merchant banking

Other directorships include Investec
Bank Limitad, Investec Bank plc and a
number of Investec subsidianes

BERNARD KANTOR (66)

Managing director
CTA

Board committees DLC board nsk
and capital, DLC capital and DLC social
and ethics

Appointed to the board in June 1987

Bernard joined Investec in 1980 He has
had vaned expenence within Investec as a
manager of the trading dwision, marketing
manager and chief operating officer

Other directorships include Phumelela
Gaming and Leisure Limited, Investec Bank
Limited, Investec Bank plc and a number of
Investec subsidianes

GLYNN R BURGER (59)

Group nisk and finance director
BAcc, CA(SA), H Dip BOR MBL

Board committees DLC board nsk and
capital and DI.C caprtal

Appointed to the board in July 2002

Glynn joined Investec 1n 1980 His positions
within Investec have included chiet
accounting officer, group nsk manager and
Jjoint managing director for South Afnca

Other directorships include
Investec Bank Lismited and a number of
Investec subsidianes

Directorate

HENDRIK J DU TOIT {54)

ZARINA BM BASSA (52)

Investec Asset Management chief
execuive officer

BCom Law, BCom {Hons) (cum laude),
MCormn (cum laude), MPhi (Carmbndge}

Apponted to the board in Decembar 2010

After lectunng economics at the University
of Stellenbosch, Hendrk joined the
investment division of Old Mutual from
where he moved to Investec in 199t as
portfolio manager and later chiet executive
officer of Investec Asset Management

Other directorships include Investec
Asset Management Holdings {Pty) Lid,
Investec Asset Management Limuted as well
as ther subsidianes and Naspers Limited

Non-executive dircetors
{detalls as at 30 June 2016)

FANI TITI (54)

Chairman
BSc (Hons), MA, MBA

Board committees DLC remunerahton,
DLC board nsk and capital, DLC
nominations and directors” affairs and
DLC social and ethics

Appointed to the board In January 2004

Fani 1s charman of Investec Bank Limited,
Investec Bank plc and farmer charman

of Tiso Group Limited and former deputy
chairman of the Bidvest Group

Other directorships include Investec
Bank Limited {chairman) investec Bank plc
(chairman), investec Employee Benefits
Limited and Invastec Asset Management
Holdings (Pty} Ltd, Investec Asset
Management Limited, Kumba Iron

Ore Limited {charman) and MRC

Media {Pty) Ltd

BAcc, DipAce, CA(SA)

Board committees DLC audit,

Investec plc and Investec Bank plc audst
Investec Limited and Investec Bank Limited
audit, DLC board nsk and caprtal and

DOLC remuneration

Appointed to the board n November 2014

Zanna I1s the executive chaiman of Songhal
Capital A former partner of Emst & Young
Inc , sha joined the Absa Group in 2002 and
was an executive director and a member
of the bank's executive committes, with
accountability for pnvate banking She has
praviously chared the Public Accountants’
and Auditors' Board, the Auditing
Standards Board and the Accounting
Standards Board and has been a member
of the JSE GAAP Monitanng Panel

Other directorships include Financia!
Services Board, Investec Bank Limited,
Kumba Iron Qre Limited, Oceana Group
Limited, Sun International Lmited, and
Woolworths Holdings bimited

LAUREL C BOWDEN 51

National Higher Diplorma Engineerng,
BSc, MBA

Board committees DLC audt, Investec plc
and Investec Bank ple audtt, Investec Limted
and Investec Bank Limited audi

Appointed to the board in January 2015

Laurel 1s a partner at 83 North, where her
areas of focus include internet, enterpnse
software and fintech Laurel has over

15 years’ investment expenence and
was previously a director at GE Caprtal in
London, where she was responsible for
acquisitions in consumer and transport
finance in Europe

QOther directorships include Bluevine
Capital In¢ , Ebury Partners Limited,

B3 North, G&T Ventures Limited, (Zettle
AB, Notonthehighstreet Enterpnses Limited
and Wonga Group Limtted
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Directoratle
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CHERYL A CAROLUS (58)

CHARLES R JACOBS (9

BA (Law), BEd, Honorary doctorate in Law
Board committees DLC socal and ethics
Appointed to the board in March 2005

Cheryl acted as the South Afncan High
Commigsioner to London between 1998
and 2001 and was chief executve officer
of South Afncan Tounsm

Other directorships include De Beers
Consoldated Mines Limsted, Gold

Fields Lirmited, Mercedes-Benz South
Afnca (Pty} Ltd, WWF South Afnca and
International, 1C Business (Pty) Ltd,
Ponahalo Capital (Pty} Ltd, executive
chairperson of Peotona Group Holdings
{Pty) L1d, director of a number of the
Peotona group companies and International
Cnisis Group

PERRY KO CROSTHWAITE (57)

Senior Independent director
MA (Hons) in modem languages

Board committees DLC remuneration and
DLC nominations and directors’ affairs

Appointed to the board in June 2010

Perry 1s a former chairman of Investec
Invesiment Banking and Securties and
director of Investec Bank pic

Other directorships include Investec
Bank p'c, Melrose Industnes plc, Investec
Holdings (Ireland} Limited and Investec
Capntal and Investments (reland) Lmited

OAVID FRIEDLAND i63)

BCom, CA{SA)

Board committees DLC audit,

Investec plc and Investec Bank plc audit,
Investec Limited and Investec Bank
Limited audit, DLC board nisk and capital,
DLG capital and DLC neminations and
directors’ affars

Appointed to the board in March 2013

Dawid 15 a former partner of both Arthur
Andersen and KPMG Inc where he also
served as head of audit and nisk in KPMG,
Cape Town

Other directorships include Investec
Bank Lmited, Investec Bank plc, The
Feschim Group Limited, Pick n Pay Stores
Umited and Pres Les (Pty} Ltd

e
Board committees DLC remuneration
Appointed to the board in August 2014

Charles is a partner of Linklaters LLP
specialising in public and private M&A,
capital raisings and initial public offenngs,
Jont ventures, corporate governance and
other corporate work

Chares has been a solicitor at Linklaters
for over 24 years and has been a partner
since 1999

Other directorships include Fresnillo plc
(non-executive director, senior independent
director and charrman of the remuneration
committee)

IAN R KANTOR (69)

BSc (Eng), MBA
Appointed to the board In July 1980

lan 1s a co-founder of Investec, served as
the chief executive of Investec Bank Limrted
untll 1985 and was the former chairman of
Investec Holdings Limited

Other directorships include IdB Holdings
SA (in which Investec Limited indirectly
holds an 8 3% nterest} Bank Insinger

de Beaufort NV {where he 1s chairman of
the management board), Investec Asset
Management Holdings (Pty) Ltd and
Investac Asset Management Limited

LORD MALLOCH-BROWN KCMG
{62)

BA (Hons} History, MA (Poltical Science)
Board committees DLC soc@l and ethics
Appointed to the board in August 2014

Lord Malloch-Brown 1s a former chairman
of Europe, Middle East and Afnca at
FT! Consutting

From 2007 to 2009, Lord Malloch-Brown
was a UK government minister Lord
Malloch-Brown was formerly the deputy
secretary-general of the United Nations
as well as development specialist at the
World Bank and United Nations and a
commumcations consuttant and journakst
with wide ranging expenence of boards
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Other directorships inctude Gadco
Cooperatief U A, Seplat Petroleum
Develapment Company plc and
Smartmatc bimited

KHUMO L SHUENYANE (45)

Associate CA (Member of the Institute
of Chartered Accountants in England
and Wales), Bachelor in Social Science
(International studies with Economics)

Board committeas DLC audt,

Investec pic and Investec Bank plc audit,
Investec Limited and Investec Bank Limited
audit and DLC board nsk and capital

Apponted to the board 1n August 2014

Khumo 1s a chartered accountant (England
and Wales), BEcon and International
Studies and was previously group chief
officer {(Mergers and Acquistions and
International Business Devetopment) of
MTN Group Limited  Until 2007, Khumo
was head of Pnncipal Investments at
Investec Bark Limited

Other directorships include Investec Bank
Limited, Investec Employee Benefits Limited
and Investec Property Fund Limited

PETER RS THOMAS (71)

CA[SA)

Board committees DLC audit,

Investec plc and Investec Bank plc audit,
Investec Limrted and Investec Bank
Limited audit, DLC board nsk and captal,
DLC nominations and directors® affars and
DLC social and ethics

Appointed to the board in June 1981

Peter was the former managmig director of
The Unisec Group Limited

Other directorships include Investec
Bank Limited, vanous Investec subsidianes,
JCI Limited and vanous unlisted companies

Footnotes

s Bradley Fned resigned as a director with
effect from 1 Apni 2016

s Haruko Fukuda OBE resigned as a
director with effect from 6 August 2015

Details of the Investec committees
ocan be found in Investec's 2016

integrated annual report

Detarnls of the board members of

our major subsidiares are

avayfable on our website




Shareholder analysis

Investec ordinary shares
As at 31 March 2016 Investec plc had 617 4 mallon ordinary shares in 1ssue

SPREAD OF ORDINARY SHAREHOLDERS AS AT 31 MARCH 2016

lnvestec plc ordinary shares in issue

Number of % of total Number of % of issued
shareholders Holdings shareholders sharas inissue share capital
153 1-500 54 0% 2831046 0 4%

4 666 501 -1 000 16 4% 3579883 06%

5445 1001 -5000 191% 12289 439 20%

a5 5001 - 10000 35% 7 249 498 12%

1146 10001 - 50 000 40% 27 647 593 4 5%

309 50 001 - 100000 11% 21977 520 35%

554 100 001 and over 1 9% 541 843 885 87 8%

GEOGRAPHICAL HOLDING BY BENEFICIAL ORDINARY SHARE OWNER AS AT 31 MARCH 2016

“- [ Investec plc |
, ® 47 0% | South Afnca
® 300% | UK

® 128% | USAand Canada

® 41% | Restof Euope

® 15% | Asa

® 46% | QOther counines and unknown

Largest ordinary sharcholders as at 31 March 2016

in accordance with the terms provided for In section 793 of the UK Companies Act, 2006, the group has conducted investtgations
into the registered holders of its ordinary shares (including nominee and asset management companies) and the results are as

discussed below

INVESTEC PLC

Number of

Shareholder analysis by manager group shares % hoIdInL
1 Pubhc Investment Corporation (ZA) 47 208 864 786%
2 BlackRock Inc (UK & US) 31339094 51%
3 Allan Gray (ZA) 31199 907 51%
4  Old Mutual {ZA) 25 291 528 41%
5 Prudential Group (ZA) 22287 014 38%
6 T Rowe Price Associates (UK) 21 301 483 35%
7 Royal London Mutual Assurance Society (UK} 17 606 939 2 9%
8 Investec Staff Share Schemes (UK} 16141177 2 6%
9 State Street Corporation (UK and US} 15671 161 25%
10 Legal & General Investmant Mgt {(UK) 155585 721 2 5%
243 602 886 395%

The top 10 shareholders account for 39 5% of the total shareholding in Investec pic This information is based on a threshold
of 20 000 shares Some major fund managers hold additional shares below this, which may cause the above figures to be
marginally understated

Investec plc sk {excluding Investec Lumuted) annual financial statements 2016 l
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Shareholder analyss

(continued)

Shareholder classification as at 31 March 2016

Number of

Investec

plc
shares % holding
Public™ 588 209 422 95 3%
Non-public 20 209 442 4 7%
Non-executwe direciors of Investec plc 3645183 0 6%
Executnve directors of Investec plc 9423 082 15%
Investec staff shara schemes 16 141 177 2 6%
Totat 617 418 864 100 0%

As per tha JSE Listings Requirements

Share statistics
INVESTEC PLC

31 March | 31 March 31 March 31 March 31 March 31 March 31 March
For the year ended 2016 2015 2014 2013 202 201 2010
Closing market prce per share (Pounds Sterling)
— year ended 513 561 485 459 as2 478 539
- highest 647 6 06 508 514 522 550 582
- lowest 403 491 3 66 310 318 429 287
Number of ordinary shares in 1ssue {mithon)! 617 4 613 6 B0B B 605 2 598 3 537 2 4711
Market capitalisatron {£'million)’ 3167 3 442 2 953 2778 2286 2 568 2 539
Daily average volumes of share traded ("000) 1474 2170 1985 1305 1 683 1634 1933
Price earnings ratio? 124 142 128 127 120 111 120
DOwvidend cover {(times)y? 20 20 20 20 19 25 28
Dvidend yield (%)? 41 as 38 39 45 36 30
Earnings yield (%)? 81 70 78 79 83 90 84

! The LSE only includes the shares in issue for Investec plc 1 e currently 617 4 mihon, 1n caloulating market capitalisation, as Investec Lirmited 15 ot
mcorporated in the UK

? Calculations are based on the group's consohdated sarmings per share before goodwill acquired intangibies and non operating lems and dvidends per
share as prepared i accordance with IFRS and denommated in Pounds Sterling
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Shareholder analysis

feomitnued)

Investec perpetual preference shares
Investec plc has issued perpetual preference shares

SPREAD OF PERPETUAL PREFERENCE SHAREHOLDERS AS AT 31 MARCH 2016

Investec plc perpetual preference shareholders

Number of % of issued

Number of % of total preference preference
shareholders Holdings shareholders shares in issue share capital
110 1-500 11 3% 29 252 02%

144 501 - 1 000 14 7% 118 700 08%

478 1 001 - 5000 48 9% 1016 526 67%

80 5001-10000 82% 610 432 4 0%

106 1¢ 001 - 50 000 10 8% 2 306 340 15 3%

29 50 001 - 100 00C 3 0% 1 969 828 13 1%

30 100 001 and over 31% 9030 071 59 9%

Investec plc (Rand denominated) perpetual preference shareholders

Number of % of 1ssued

Number of % of total preference preference
shareholders Holdings sharehaolders shares In issue share capital
90 1-5800 215% 25015 11%

81 501 -1000 194% 63 148 2 8%

169 1001 -5000 40 4% 383 454 16 8%

33 5001 -10000 7 9% 253326 111%

37 10 001 - 50 000 B 8% 747 193 32 8%

4 50 001 - 100 000 10% 237910 10 5%

4 100 001 and over 10% 565 B854 24 9%

LARGEST PERPETUAL PREFERENCE SHAREHOLDERS AS AT 31 MARCH 2016

Shareholders holding baneficial interests in excess of 5% of the issued preference shares are as follows

investec plc perpetual preference shares

JONYNHIAOD 31WHOIHOS ANV INJWIDVNYIN MSIk

Parshing Nominees Limited (6 1%)
Chase Nominees Limited (Artemis} (6 6%)

Investec plc (Rand denominated) perpetuzal preference shares
NES Investments (Pty) Ltd (5 3%)

Regent Insurance Company Limited {6 6%)
Old Mutuat Foundation Trust {8 1%)

Investec plk silo {excluding Investec Limited) annual financal staterments 2016
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Conmumunication and stakeholder

engagement

.

Building trust and credibility among our
stakeholders is vital to good business

The board recognises that effectve
communication is integral in bulding
stakeholder value and s committed to
providing meaningful, transparent timely and
accurats financal and non-financial informaticn
to pnmary stakeholders as defined below
The purpose is to help these stakeholders
make meaningful assessments and informed
investment decisions about the group

We endeavour o present a balanced and
understandable assessment of our position
by addressing matenal matters of significant
inerest and concern Wa segk 10 highhight
the key nsks to which we consider ourselves
exposed and our responses to minmise the
impact of these nisks Another cbjective 1s

to show a balance between the positive and
negative aspects of our activiiies in order to
achiave a comprehensive and fair account of
our performance

As a regquiremnent of our DLC structure,

we comply with the disclosure obligations
contained in the applcable isting rules of the
UK Listing Authonty (UKLA) and Johannesburg
Stock Exchange (JSE) and other exchanges
on whuch our shares are listed, and with any
public disclosure obhgations as required by the
UK regutators and the South African Reserve
Bank (SARB) We alsc recognise that from
time to time we may be required to adhere to
public disclosure obligations in other countnes
where we have operations

The investor relations division has a day-to-
day responsibility for ensuring appropnate
communication with stakeholders and,
together with the Company Secretanal and
Finance divisions ensures that we meet our
public disclosure obligations

We have a board-approved policy statement
in place to ensure that we comply with alt
relevant public disclosure obligations and
upheld the boards communication and
disclosure philosophy

In 2014, we embarked on a robust process
of engagement with internal and external
stakeholders This process went beyond our
day-to-day engagement with stakeholders
and nvolved an interview process of the
Investec board of drectors executive heads
of business and employees and also external
stakeholders such as ndustry associations,
rating agencies, clients, investment analysts
and NGOs This process has allowed us

to confirm the core sustainabilty 1ssues for
our stakeholders and ufimately guides our
sustanability strategy

Due to the nature of Investec s business the
matenal aspects identified are considered
unhkely to change in the short to medium
ierm As a resull, Investec only repeats

this comprehensive process every three to
four years

(C
(
(
(

Employees

» Communication policy

» Quarterly magazine {fmpact)

* Staff updates hosted by
executive management

* Group and subsidiary
factsheets

s Talored internal nvestor
relations training

+ Inducticn training for new
employess

Government

and regulatory bodies

* Actve participation in
policy forums

« Response and engagement
on regulatory matters

= Industry consultative bodies

Suppliers

* Centrahsed negotiation
process

* Ad hoc procurement
gueshonnaires requesting
information on suppliers
environmental, social and
ethical policies

* Regular email and
telephonic communication

» Stock exchange
announcements

* Comprehensive investor
relations website

¢ Regular meetings with
Investor refations team and
executve management
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Investors and
shareholders

* Annual general meeting

» Four investor presentations
* Stock exchange
announcements

¢ Comprehensive Investor
refations website

» Sharaholder readshows and
presentations

* Regular meetngs with
nvestor relations team and
executive management

* Regular emall and
telephoruc communication

* Annual and intenm repors

*» Four investor presentations
* Regular emall and
telephonic communication

* Comprehensive Investor
relations website

+ Regular meetings with
nvestor relations team and
executive management

¢ Talored client presentations
* Annual and Intenim reponis
+ Client relationship managers
within the business

Rating agencies

= Four investor presentations

* Regular email and telephonic
communication

* Comprehensive Investor
relabions website

* Regular meetings with
investor relations team,

group nsk managerent and
executive management

+ Talored presentations

+ Taflored rating agency booklet
* Annual and intenm reports

Equity and debt analysts

» Four investor presentations
« Stock exchange
announcements

» Comprehensive investor
relations website

» Regular meetings with
investor relations team and
executive management

* Regular email and
telephonic communication

* Annual and intenm reporis

)

)
)




Corporate 1esponsibility

SUSTAINABILITY business practices

OUR SUSTAINABILITY
PHILOSOPHY

Guided by our purpose to create sustained long-term wealth, we seek to be a positive
influence n all our core businesses and 1n each of the societies in which we operate

We do this by empowenng communities through entrepreneurship and education, and
leveraging the value in our diversity We recognise the challenges that chmate change

presents to the global economy and we will consider supporting any meaningful
activity that either reduces the negative impact on or prolongs the life of our planet

Investec as a responsible corporate

At Investec we recognise that while our
shareholders remain at the forafront,

our purpose uftimately 15 not only about
dnving profits We strive 10 be a distinctive
specialst bank and asset manager,
demonstrating cast-ron integnty, moral

Qur culture and values demonstrate our
belief that as an organisation we can
and must have a postive Impact on the
success and well-being of communihies
local to our offices, the emvironment, and
on overall macro-economic stability

strength and behawviour which promotes

trust Our core values include unselfishly
contnbuting to society, valuing diversity

and respecting others Quistanding and
empowered talent, entrepreneunal spint and
regard {or the planet are other qualities that
algn with the culture of our crgamsation
and our approach to responsible busness

QOur phiosophy seeks to algn the interests
of shareholders and stakeholders over
time, and provides the indmidual business
units and regions with a basis from which
ta determmine therr own approach The
group’s philosophy 15 not intended to

be mutually exclusive or exhaustive, but

Sustainability at Investec
Investec’s sustainability focus encompasses endurance and the interdependence of the three key areas of profit, people and planat

allows us to concentrate, for now, on key
focus areas Deliberately not dniven on a
top-down basis, the executve maintains
responsibility for ovarsight, direction,
coordination and integration of our
sustainability efforts whils the individual
business units provide the key dnivers
behind our activities, in a manner that best
makes sense to each

Please refer to the website
for Investec's full corporate
citizenship statement

PROFIT PEOPLE PLANET
FINANCIAL STRENGTH SUPPORTING OUR DIRECT IMPACT
AND RESILIENCE EMPLOYEES
* Reduce the
* Balanced and resilient * Styong diverse and operational impacts of
business model capable workforca our physscal business
* Prowde a progressive
RISK MANAGEMENT Wwork environment INDIRECT IMPACT
AND COMPLIANCE
* Respect and uphold * Embed ermaronmental
= Strong nsk human nghts consderations mto
CONSCIOUSNESS business actvites
*  Rasponsble banking gg?;?jﬁnﬁgsoua * Respensible financing
practices and investing
*  Responsble landing * Education * Funding renewable
and mvesting * Entrepreneurship energy projects and
green davelopments
GOVERNANCE * Erwonment
s Strong cutture and

values to underpn our
processes, functions
and structures

&

Our approach to sustainability 1s documented throughout this integrated
annual report with further detall in a more extensive sustainabiiity report on our website

Sustainability at
investec 1s about.

*  Buiding a sustainable business
model to position the group for
the long term so that Investec can
make a valuable contnbution to
soclety and {0 macro-economic
stabilty

= Aftracting and developing a
strong, diverse and capable
workforce

= Unselfishly contnbuting to society
and to the well-being of our
communities, largely through
education and entrepreneurship

s Understanding and managing our
environmental footpnnt so we can
make a postrve impact through
our operations and business
activrties

»  Growng and prasenang chanis’
and stakeholders' wealth based
on relationships of trust
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Four

Annual financial
statements




The following statement, which should

be read in gonjunction with the auditor’s
report set out on page 152, Is made with a
view to distinguishing for stakeholders the
raspective responsbilittes of the directors
and of the auditors in relation te the special
purpose consolidated annual financal
statemants

The directors ara responsible for the
preparation, integrty and objectvity of
the special purpose consolidated annual
financial statements that fairly present the
state of affarrs of the company and the
group at the end of the finangial year and
the net income and cash ftows for the
year, and other information contained in
s report

To enable the directors to meet these
responsibilities

* Tha board and management set
standards and management implements
systemns of internal controls and
accounting and information systems
amed at providing reasonable
assurance that assets are safeguarded
and the nsk of fraud, error or loss I1s
reduced in a cost-effective manner
These controls, contained In established
policies and procedures, include the
proper delegation of responsibities
and authontias within a clearly defined
ramework, effective accounting
procedures and adequate segregation
of duties

* The group's ntarna! audtt function,
which operates unmpeded and
independently from operational
management, and has unrestncted
access 1o the group audit committee,
appraises and, when necessary,
recommends mprovements in the
system of internal controls and
accounting practices, based on audi
plans that take cognisance of the
relative degrees of nsk of each function
or aspect of the business

Directors’ responsibility statement

* The group audit committes, together
with the Internal Audit department, plays
an integral role In matters relating to
financial and internal control, accounting
policies, reporting and disclosure

To the best of our knowledge and balief,
based on the above, the directors are
sabisfied that no matenal breakdown in the
operation of the system of internal control
and procedures has occumad dunng the
year under review

The group consistently adopis appropnate
and recognised accounting policres

and these are supported by reasonable
Judgements and estimates on a consistent
basis and prowvides additional disclosures
when compliance with the specific
reguirements in International Financial
Reporting Standards (IFRS) are nsufiicient
to enable users to understand the wmpact
of partcular transactions, other events and
conditions on the group's {financiat positron
and financial performance

The special purpese consolidated annual
financial staterents have been prepared in
accordance with accounting policies set
out on pages 158 10 166

The directors are of the opinion, based
on theyrr knowledge of the company,

key processes in operation and specific
enquines that adeguate resources exist
to support the group on a gomng concern
basis over the next year These annual
financial statements have been prepared
on that basis

it I1s the responsibility of the independent
auditors to report on the special purpese
consoldated annual financial statements
Therr report to the members of the
company I1s set out on page 152 of this
report As tfar as the directors are aware,
there 1s no relevant audit information of
which the company’s auditors are unaware
All steps which ought to have been taken
as directors have been completed in order
to be aware of the relevant audit information

and to establish that the company's
auditors are aware of that information

Approval of annual
financial staiements

The directors’ report which
appears on pages 145 to 148

was approved by the board

of directors on 15 June 2016

The annual financial statements
of the company, which are

set out on pages 237 to 245,

were approved by the board

of directors on 9 June 2016

The special purpose consolidated
annual financial statements of the
group on pages 153 to 236 were
approved by the board of
directors on 15 June 2016

The directors are responsible for the
mamntenance and integrity of the corporate
and financial informaton included on the
companies’ website Legislation in the
United Kingdom governing the preparation
and dissemination of the annual financial
statements may differ from legisiation in
other jurisdichons

Signed on behalf of the board

/,é,/ = -

Stephen Koseff Bernard Kantor
Chief executive officer  Managing director

15 June 2018
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Strategic and ditectors’ report

Strategic report

The strategic report for the year endad

31 March 2016 was approved by the
board of directors on 15 June 2016

The operational and financial review In
sections 1 and 2 of this report prowvides
an overview of our strategic postion,
performance dunng the financial year and
outlook for the business It should be read
in conjunction with the sections referenced
below which elaborate on the aspects
highlighted in the strategic report

¢ The operational and strategic report
on pages 22 to 25 of volume one In
Investec's 2016 integrated annual report

= The nsk management section in
section 3 of this report provides a
descnption of the prncipal nsks and
uncertainties tacing the company

* The sustainability report on our website
which highlights the sustainability
eccnomic, social and environmental
considerations

Extended business
review

We are an international specialist bank and
asset manager that provides a diverse range
of financial products and services to a select
client base in three pnncipal markets, the
United Kingdom, South Afnca and Australa
as well as certain other countnes investec
focuses on delvenng distinctive profitable
solutions for its chents in three core areas of
actmty namely, Asset Management, Wealth
& Investment and Specialist Banking

The information on pages 22 to
47 in volume one of Investec’s
2016 integrated annual report
provides an overview of our
strategic position, petformance
durmng the financial year and
outlook for the businass

Authorised and issued

share capital

Details of the share caprtal are set out in
note 41 to the annual financial statements

Dunng the year, the following shares were
1ssued

* 3308 387 ordinary shares on

25 June 2015 at 599 00 pence per share

s 2222 356 special converting shares on
25 June 2015 of £0 0002 each at par

* 3392 727 special converting shares on
26 June 2015 of £0 0002 each at par

¢ 500 835 ordinary shares on
14 August 2015 at 599 00 pence
per share

Investec ple did not repurchase any of ts
ordinary shares dunng the financtal year
ended 31 March 2016

Financial results

Tha combined results of Investec plc are
sat out In the annual financial staterments
and accompanying notes for the year
ended 31 March 2016 The preparation of
these combined results was supervised
by the group nsk and finance director,
Glynn Burger

Ordinary dividends

An intenm dmtdend was declared to
shareholders as follows

# 95 pence per crdinary share to non-
South African restdent shareholders
and South African resident shareholders
{2014 8 5 pence) registered on
11 December 2015 and was pad on
23 December 2015

The directors have proposed a final
dmwdend to shareholders registered

on 29 July 2016 of 11 5 pence (2015

11 5 pence) per ordinary share, which rs
subject to the approval of the members

of Investec ple at the annual general
meeting which 1s scheduled to take place
on 4 August 2016 and, if approved, will be
pad on 10 August 2016, as follows

* 11 5 pence per ordinary share to
non-South Afncan resident shareholders
{2015 11 5 pence) registered on
29 July 2016

* To South African resident shareholders
registered on 29 July 2016, through a
dmidend paid by Investec LUmited on the
SA DAS share, of 9 5 pence per ordinary
share and 2 O pence per ordinary share
paid by Investe: plc
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Preference dividends

Non-redeemable, non-cumulative,
non-participating preference shares

Praference dmdend number 19 for the
penod 1 April 2015 to 30 September 2015,
amounting to 7 52055 pence per

share, was declared to members

holding preference shares regstered

on 4 December 2015 and was paid on

14 December 2015

Praference dmdend number 20 for the
penod 1 Qctober 2015 to 31 March 2016,
amounting to 7 52055 pence per share,
was declared to members holding
preference shares registered on 10 June
2016 and will be paid on 20 June 2016

Rand-dencminated non-
redeemable, non-cumulative, non-
participating preference shares

Preferance dmdend number 9 for the
penod 1 Aprd 2015 to 30 September 2015,
amounting to 445 06849 cents per share,
was declared to members holding Rand-
denominated non-redeemable, non-
cumulative, non-participating preterence
shares registered on 4 December 2015 and
was paid on 14 December 2015

Preference dradend number 10 for the
penod 1 October 2015 to 31 March 2016,
amounting to 470 25000 cents per

share, was declared to members

holding preference shares registered

on 10 June 2016 and will be paid on

20 June 2016

Directors and
secretaries

Detars of directors and
secretaries of Investec pic are
reflected on pages 126 to 128

In accordance with the UK Corporate
Governance Code, the entire board will
offer itself for re-alaction at the 2016 annual
general meetng

H Fukuda, OBE did not offer hersel for
re-glection at the annual general mesting
held on 6 August 2015

B Fned resigned from the board with effect
from 1 Aprl 2016

The company secretary of Investec plc is
David Miller




Directors and their
interestis

Directors’ shareholdings and
o options to acquire shares are

set out in Investec’s 2016

integrated annual report

The register of directors’ interests contains
full detalls of directors’ shareholdings and
options to acquire shares

Corporate governance

The group’s corporate

o governance board statement
and governance framework arg
sel out on pages 110 te 133.in

volurme one of Invesiec's 2016
integrated annual report

Share incentives

Detalls regarding options
granted during the year are set
out on page 179 in volume one

of Investec’s 2076 integrated
annual report

Audit committees

The audit committees compnsing
independent non-executive directors meet
regularly with senior management, the
external auditors, Operational Risk, Internal
Audit, Compliance and the Finance dvision,
to consider the nature and scope of the
audit reviews and the effectiveness of our
nsk and control systems

The report to shareholders by the
chairman of the audit committees

can be found in Investec's 2016
integrated annual report

Auditors

Ernst & Young LLP have indicated therr
wilingness to continue in office as audiiors
of Investec plc

A resolution to reappoint them as auditors
will be proposed at the annual general
meeting scheduted to take place cn

4 August 2016

Contracts

Refer to Investec's 2016
integrated annual report for

detarls of contracts wath directors

Strategic and directors’ report

Subsidiary and

associated companies

Details of principal subsichary
and associated companies are
reflected on pages 228 to 231

Major sharcholders

The largest shareholders of
Investec plc are reflacted on
page 139

Special resolutions

At the annual general meeting held on
6 August 2015, special resolutions were
passed In terms of which

* Arenewable authonty was granted to
Investec plc to acquire its own ordinary
shares i accordance with the termns of
section 701 of the Companies Act 2006

* Arenewable authonty was granted
to Investec plc to acquire its own
preference shares in accordance
with the terms of section 701 of the
Companies Act 2006

Accounting policies

and disclosure

Accounting pohcies are set having regard
to commercial practice and comply with
apphcable United Kingdom law and
International Financral Reporting Standards

Tha parent company accounts of
Investec plc are prepared under IFRS 101

These policies are set out on
pages 158 to 166 and 239 to 240

respectively

Financial insiruments

Detalfled information on the
group's sk management
process and policy can be found

in the nsk management report on
pagesd45to 119

information on the group's hedge

o accounting policy and the use of
derrvatives and hedges can be
found on page 162 and 163 and
i note 51 on page 225 and

note 23 on page 199

frominucd)

Employees

Our policy 15 to recruit and promote on
the basis of aptitude and abilty, without
discnmination of any kind Applications

for employment by disabled people are
always considered beanng in mind the
qualifications and abilities of the applicants

In the event of employees becoming
disabled, every etfort i1s made to ensure
their continued employment Qur policy

1s to adopt an open management style,
thereby encouraging informal consultation
at all levels about aspects of our operations,
and motwating staff nvolvernant in our
performance by means of employee

share schemes

We are committed to ensuring the health,
safety and welfare of our employees and

to providing and maintaining safe working
conditions We have health and safety
policies in all regions of cperation that covar
all legislated requirements and additional
benefits are provided for staff where
possible We constantly seek to improve
both policies and the execution of health
and safety standards in all our offices

This takes the form of staff education,
regular fire dnfls and maintenance of an
open door policy with regard to dialogue
on the 1ssue Where appropnate, the
appointment of ndmduals responsible for
vanous areas of health and safety 1s made

Further farmation 1s provided in
Investec's 2016 integrated

annual report

Political donations

and expenditure

Investec plc did not make any donations
for palical purposes in the UK or the
rest of the EU, nor did ¢ make any
polrcal donations to pelitical parties or
other poltical organisations, or to any
Independent election candidates, or incur
any political expenditure dunng the year
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Strategic and directors’ report

frontinued)

Environmeni, including
greenhouse gas

cmissions

We are commutted to pursuing sound
environmental policies in all aspects of
our business and seek o encourage and
promote good environmental practica
among our employees and within the
community 1 which we operate

Further information can be found
in Investec's 2016 integrated

annual report

Going concern

Refer to page 128 for the
directors’ statement in refation

to gong concern

Research and

development

In the ordinary course of business,
Investec plc develops new products and
services In each oi iis business dwsions

Viability statement
Refer to pages 129 and 130 for
the directors’ viability statement

Risk management
policies

The group's policies for managing the
financial risk to which 1t 1s exposed and
exposure to pnce, credit, hquidity and cash

flow nsk are set out n the nsk management
SBCHON On pages 45t 118

Additional information

for shareholders

Scheduls A to the directors’ report

1S 2 summary of certain provisions of
Investec pic’'s current Articles of Association
and applicable English law conceming
companies {the UK Companies Act 2006)

The board considers that this integrated annual report and annual financial statements taken as a whole, is fair, balanced and
understandable and provides the infarmation necessary for shareholders to assess the group’s performance, business modal and sirategy

Cn behalf of the board of Investec plc

-—-_"‘__%&7‘

Fan Tit
Chairman

15 June 2016

Sy

Stephen Koseff
Chief executive officer
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Additional information

for shareholders

Set out below 1s a summary of certan
provisions of Investac plc's current Articles
of Association (the Articles) and applicable
English law concermng companies (the
UK Companies Act 2006) Thisis a
summary enly and the relevant provisions
of the Articles or the Companies Act 2008
should be consutted # further information
15 required

Share capiial

The issued share capital of Investec pic at
31 March 2016 consists of 617 418 864
ordinary shares of £0 0002 each,

15 081 149 non-redeemable,
non-cumidative, non-participating preference
shares of £0 01 each, 2 275 940 ZAR
non-redeemable, non-cumutative, non-
parhicipating preference shares of RO 001
each, 285 748 623 special converting
shares of £0 0002 each, the special voting
shars of £0 001, the UK DAN share of

£0 001 and the UK DAS share of £0 001
{each class as defined in the Articlas)

Purchase of own shares

Subject to the provisions of the

Articles, the Companies Act 2006, the
uncertificated secunties regulations 2001
and every other statute for the time
being In force concerning compantes
and affecting Investec ple, the approval
of shareholders as prowided in the
Investec plc Articles, and without prejudice
to any relevant special nghts altached

to any class of shares, Investec plc may
purchase, or may enter Into a contract
under which 1t will or may purchass, any
of ts own shares of any class, Including
without limitation any redeemable shares,
n any way and at any pnce (whether at
par or above or below par)

Dividends and

distributions

Subject to the provisions of the Comparnes
Act 2008, Investec plc may by ordinary
resolution from time to tme declare
didends not exceading the amount
recommended by the board The board
may pay ntenm dwidends whenever

the financial position of Investec plc,

n the opinion of the board, justifies

such payment

Schedule A to the directors’ report

The board may withhold payment of all

or any part of any dwidends or other
monies payable in respect of Investec plc's
shares from a person with a Q0 25% or
more interest n nominal value of the
1ssuied shares f such a person has been
served with a notice after falure to provide
Investec plc with information concerning
wnterasts in those shares required to be
provided under the Companies Act 2006

Yoting rights

Subject to any special nghts or restnchions
attaching to any class of shares, ata
general meeting, every member present in
person has, upon a show of hands, one
vote and on a poll every member who 1S
present In person or by proxy has one
vote for each share [n the case of joint
helders of a sharg, the vote of the senior
who tenders a vote whether in person or by
proxy shall be accepted to the exclusion of
tha votes of the other joint holders and for
this purpose senionty shall be determined
by the order n which the names stand in
the register of members In respect of the
share Under the Companies Act 2006
members are entitled to appoint a proxy,
who need nat be a member of Investec plc,
to exercise all or any of therr nghts to
atiend and vote on therr behalf at a general
meeting or class meeting A member may
appoint more than one proxy in relation to a
general meeting or ¢lass mesting, provided
that each proxy 1s appointed to exercise
the nghts attached to a different share or
sharas held by that member A member
that 1s a corporation may appoint an
indmdual to act on ts behalf at a generat
meeting or class meeting as a corporate
representative The person so authonsed
shall be entitled to exercise the same
powers on behalf of such corporation as
the corporation could exercise If It were an
ndmdua member of Investec plc

Resirictions on voting

No member shall be entitled to vote erther
i parson or by proxy at any general
meetng or class meeting In respect of any
shares held by him If any call or other sum
then payable by him in respect of that share
remains unpaid In addition, no member
shal be entitled to vote If ha has been
served with a notice after failure to provide
Investec plc with nformation concerning
interests i those shares required to be
provided under the Companies Act

Deadlines for exercising
voting rights

Votes are exercisable at a general mesting
of Investec plc in respect of which the
business being voted upon 1s being heard
Votes may be exercised in person, by
proxy, or i relation to corporate members,
by corporate representatives The Articles
provide a deadline for submission of proxy
forms of not less than 48 hours betore

the time appointed for the holding of the
meating or adjourned mesting

Variation of rights

Subject to the Companies Act 2006, the
Aruicles specily that nghts attached to

any class of shares may be vaned with
the written consent of the holders of not
less than three-fourths in nominal value

of the 1ssued shares of that class, or with
the sanction of an extracrdinary resolution
passed at a separate gensral meeting of
the holders of those shares At every such
separate general meeting the quorum
shall ba two persons o, if thare Is only
ane holder, that holder at least holding or
representing by proxy at least one-third In
nominal value of the 1ssued shares of the
class (calculated excluding any shares held
as treasury sharas) The nghts conferred
upon the holders of any shares shall not,
unless otharwise expressly prowvided in

the nghts attaching to those shares, be
deemed to be vaned by the creation or
1ssue of further shares ranking pan passu
with them Where, under the company’s
share incentive plan, participants are the
beneficial cwners of the shares, but not the
registered owners, the participants are not
entitled to exercise any votng nghts untt
the shares are released to the participants
Under the company's employes trust,

the trustee does not vote In respect of
unallocated shares

Transfer of shares

All transfers of shares may be effected by
transter in wnting in any usual or common
form or in any other iorm acceptable to the
directors The instrument of transfer shall be
signed by or on behalf of the transferor and
{except in the case of fully paid shares) by
or on behalf of the transferes Transfers of
shares which are n uncertificated form are
effected by means of the CREST system
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Schedule A to the directors’ report

{continued)

The directors may, in the case of shares in
certfficated form, in therr absolute discretion
and without assigning any reason, refuse

to register any transfer of sharas {not

being fully paid shares), provided that such
discretion may not be exercised in such a
way as to prevent dealings in the shares of
that class from taking place on an open and
proper basis The directors may also refuse
to register an allotment or transfer of shares
fwhether fully paid or not) in favour of more
than four persons jointly If the directors
refuse to register an allotment or transfer
they shall within two months after the date
on which the letter of allotment or transfar
was lodged with Investec plc send to the
allottee or transferee a notice of the refusal

The directors may decline to recognise any
instrument of transfer unless the instrument
of transfer 1s In respect of only one class of
share and, when submitted for registration,
15 accompanied by the relevant share
certificates and such other ewidence as the
directors may reasonably require Subject
to the Companies Act and regulations and
applicable CREST rules, the directors may
determine that any class of shares may

be held in uncertificated form and that

title to such shares may be transferred by
means of the CREST system or that shares
of any class should cease to be so held
and transferred

A number of the company's employes
share plans include restrictions on transfer
of shares while the shares are subject to
the plans, In particular, the share incentive
plan

Plc preference shares

The followang are the nghts and pnvileges
which attach to the plc preference shares

* On areturn of capstal, whether or
not on a winding up (but noton a
redemption or purchase of any shares
by Investec plc) or ctherwise, the plc
preference shares will rank, pan passu
in terse and with the most senior ranking
preference shares of Investec plc in
issue (if any) from time to tme and with
any other shares of Investec plc that are
expressed to rank panr passu therewtth
as regards participation in the capital,
and otherwise in pnority to any other
class of shares of Investec plc

» [nvestec plc may, at its option, redeem
all or any of the plc preference shares for
the time being issued and outstanding
on the first call date or any dvidend
payment date thereafter

* Holders of pic preference shares will
not be entitied to attend and vote
at general meetings of Investec pic
Holders will be entitled to attend and
vote at a class meeting of holders of
plc preference shares

Non-redeemable,
non-cumulative,
non-parlicipating

preference shares

The following are the nghts and
priviieges which attach to the perpetual
preference shares

» Each perpetual preference share will rank
as regards dvidends and a repayment of
capital on the winding up of Investec plc
pror io the ordinary shares, the plc
special converting shares, the UK DAN
share, the UK DAS share, but pan
passu with the plc preference shares
The perpetual preference shares
shall confer on the holders, on a per
perpetual preference shares and equal
basts, the nght on a return of capital
on the winding-up of Investec plc of an
amount equal to the aggregate of the
nominal value and premiums In respect
of pemetual preference shares 1ssued,
dmded by the number of perpetual
preference shares in issue

* Each pempetual preference share may
confer upon the holder thereof the nght
to recenve out of the profits of lnvestec
plc which #t shall determine to distnbuts,
In pnonty to the ordinary shares, the
plc special converting shares, the UK
DAN share and the UK DAS share, but
parn passu with the plc preference shares,
the preference ddend calculated In
accordance with the Articles

* The holders of the perpetual preference
shares shall be entitled to receve notica
of and be present but not to vote, either
N person o by proxy, at any meeting of
Investec pic, by virtue of or In respect
of tha perpetual preference shares,
unless ether or both of the following
circumstances preval at the data of
the meeting
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~ The preference dvdend or any
part thereof remains i arears
and unpaid as determined
in accordance with Article
150 2(e)i)) after six months from
the due date thereof, and/or

- Aresaolution of investec plc
15 preposed which resolution
directly affects the nghts
attached to the perpetual
preference shares or the
interasts of the holders thereof,
or a resolution of Investec plc
1s proposed to wind up or In
relation to the winding-up of
investec plc or for the reduction
of its capital, In which event
the preference shareholders
shall be entitled o vote only on
such resolution

Rand-denominated
non-redeemable,
non-cumulative,
non-participating
perpetual preference
shares (the ZAR
perpetual preference
shares)

The ZAR perpetual preference shares are
subject to substantally similar terms and
conditions as the existing Pounds Stering
non-redeemable, non-cumulative,
non-participating preference shares,

as outhned above, save that they are
denominated n South Afncan Rand



Shares required for the

DLC structure

Investec SSC (UK) Limited, a UK trust
company, specially formed for the purpose
of the DLC structure, holds the pic special
voting share, the plc special converting
shares, the UK DAN share and the UK DAS
share These shares can only be transferred
to another UK trust company, in tmited
creumstances

The plc special voting shares are specially
craated shares so that shareholders of both
Investec plc and Investec Limited effectively
vote together as a single decision-making
body on matters affecting shareholders of
both companies in similar ways, as set out
In the Articles

Pnor to a change of control, approval

of termination of the shanng agresment
{which regulates the DLC), iquidation or
insalvency of Investec plc, the ple special
converting shares have no voting rights,
except In relation to a resolution proposing
the {j) vanation of the nghts attaching to
the shares or (i) winding-up, and they
have no nghts to dvidends The spscial
converting shares are held on trust for the
Investec Limited ordinary shareholders
Investec plc and Investec Limited have
estabhshed dmdend access trust
arrangements as part of the DLC

Investec plc has 1ssued two dividend
access shares, the UK DAS share and

UK DAN share which enables Investec plc
to pay dvidends to the shareholders of
Investec Lmited This facility may be used
by the board to address imbalances i
the distributable reserves of Investec plc
and Investec Limited and/or to addrass
the effacts of South Afncan exchange
controls and/cor if they otherwise consider it
necessary or destrable

Appointment and

replacement of directors

Directors shall be no less than four and no
more than 20 n number A director 1s not
required to hold any shares of Investec plc
by way of qualfication Investec pic may by
special resolution increase or reduce the
maxurmym or minimium number of direciors

Schedule A to the directors’ report

{rontinued)

Powers of direclors

Subject to the Arucles, the Gompantes
Act 2008, the CREST regulations and
every other statute for the time being
force concerning companies and affecting
Investec plc, and any directions grven

by ordinary or special resolution, the
business of Investec pic will be managed
by the board who may exercise all the
powers of Investec plc

The board may exercise all the powers
of Investec plc 1o borrow money

and to mortgage or charge any of

its undertaking, property, assets and
uncalled capnal and to 1ssue debentures
and other securnties, whather ocutnght or
as collateral secuniy for any debt, llability
or oblgation of Investec plc or of any
third party

Significant agreements:

change of control

The Articles of Association of both
Investec plc and the Memarandum of
Incorporation of Investec Limited ensure
that a person cannot make an offer for
one company without having made an
equivalent oifer to the shareholders of
both companies on equivalent terms

Pursuant to the terms of the agreements
establishing the DLC structure, if

either Investec pic or Investec Limited
serves written notice on the other at
any time afier either party becomas a
subswdary of the other party or after
both Investec ple and Investec Limited
become subsidiaries of a third party

the agreements estabishing the DLC
structure will terminate

All of Investec plc’s share plans contain
provisions relating 1o a change of contra!
Qutstanding awards and options would
normally vest and become exercisable
on a change of control and, where
applicable, subject to the satisfaction of
any performance conditions at that time
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Independent auditor’s report to the
members of Investec plc

We have audited the accompanying
special purpose annual financial
statements of Investac plc for the year
ended 31 March 2016 which compnse
the consolidated ncome statement,
consolidated statement of comprehenswe
Income, consolidated batance sheat,
consolidated cash flow statement,
consolidated statement of changes In
equity, and notes 1 to 57 The special
purpose financial statements have been
prepared by the directors in accordance
with the accounting policies set out on
pages 158 10 166

Under the contractual arrangements
implementing the dual listed companies
structure, Investec pic and Investec
Limted effectively form a single economic
enterpnse, m which the economic and
voting nghts of shareholdars are equalised
In accordance with this structure the
appropriate presentation under International
Financial Reporting Standards is achieved
by combtning the results and the financal
position of both companies using merger
accounting principles Those combined
consolidated annual financial statements
are prepared separately so as to show

a true and far view In accordance with
Internaticnal Financial Reporting Standards

As explaned in the accounting policies,
these specal purpose annual financial
statements have been prepared to present
the financial posiion, results and cash flows
of Investec plc and its subsidianes For the
avoidance of doubt, they exclude Investec
Umited and its subsidiaries

Directors’ responsibility
for the annual financial

statements

The directors are responsible for the
preparation of these annual financeal
statemants in accordance with the
accounting policies and for such intermal
control as the directors determine 1s
necessary to enable the preparation of
the special purpose financial statements
that are free from matenal misstatement,
whether due to fraud or emor

Auditor’s responsibility
Our responsibiiity IS to exprass an opinion
on these special purpose financia!
statements based on our audit We
conducted our audit m accordance with
International Standards on Auditing

Those standards require that we comply
with ethical requirements and plan and
perform the audit to obtam reasonable
assurance about whether the annual
financial statements are free from
matenal misstatement

An audit involves performing procedures {o
obtain audit endence about the amounts
and disclosures in the annual financial
statements The procedures selected
depend on the auditor's judgement,
including the assessment of the nsks

of matenal risstatement of the annual
financial statements, whether due to fraud
or error In making those risk assessments,
wae consider internal controls relevant to
the company s preparation of the annual
financial statements in order to design
audit procedures that are appropnate

in the cirgumstances, but not for the
purpose of expressing an opinion on the
effectiveness of the company’s intarnal
control Our audit also includes evaluating
the appropnateness of accounting policies
used and the reasonableness of accounting
estimates made by management, as well
as evaluating the overall presentation of the
annual financial statemeants

We beliave that the audit ewdence we have
chtained 15 sufiicient and approprate to
provide a basis for our audit opinion

Opinion

In our opinion, the special purpose financial
statements of Investec plc for the year
ended 31 March 2016 are prepared, in all
matenal respects, In accordance with the
accounting policies

Basis of accounting

and restriction on use

Without modifying our opinion, we draw
attention to the accounting pokcies,
which descnbes the basis of accounting
The special purpose financial statements
are prepared to present the financial
posttion and resutts of Investec plc and
its directly owned subsidianes as I1f the

contractual amangements which create the

DLC structure did not exist As a result,
the special purpose financial statements
may not be suitable for another purpose
Our auditor’'s report 1s intended solely for
the board of Investec plc and should not
be used by parties other than the board of
Investec pic
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Other matter

Investec pic has prepared a separate set of
statutory financial statements for the year
ended 31 March 2016 in accordance with
baoth International Financial Reporting
Standards as adopted by the European
Urwon and international Financial Reporting
Standards as 1ssued by the Intarnational
Accounting Standards Board and
Companies Act 2006 on which we 1ssued a
separate auditor’s report to the
shareholders of Investec plc dated

9 June 2018

EW)\— &‘ \113\-\:3 P

Ernst & Young LLP
London

15 June 2016

Notes

1 The maintenance and integnty of the
Investec plc website 1s the responsibiity of
the directors the work camed out by the
audilors does not involve considerstion of
these matters and accordingly the auditors
accept no responsibiity for any changes
that may have occurred to the annual
hnarcial statements since thay were imtially
prasented on the website

2 Legisiaton in the United Kingdom governing
tha preparation and dissermination of
annual financial statements may differ from
legisiakon in other junsdictions




Consolidated income statement

For the year to 31 March

£'000 Notes 2016 2015
Interest Incoms 2 549 092 669 466
Interest expense 2 (288 147 (341 984)
Net interest income 260 945 327 482
Fee and commission ncome 3 813 744 844 505
Fee and commission expense 3 {103 986) {113 408}
Investment income 4 62120 {2210)
Trading income ansing from

- customer flow 92 681 88 259
- balance sheet management and other trading actimties (7 983) (28 186}
QOther operating income 5 10 853 10 639
Total operating income before impairment losses on loans and advances 1128 374 1127 081
Imparment losses on loans and advances 26 (84 217) {102 707)
Operating Income 1044 157 1024 374
Operating costs 6 (863 648) (895 586)
Depreciation on operating leased assets K] {2 149) {1 535)
Operating profit before goodwill and acquired intangibles 178 360 127 253
Imparmeant of goodwill 33 - {4 376)
Amortisation of acquired intangibles 34 (14 477} {14 497)
Operating profit 163 883 108 380
Net {loss} on disposal of subsicianes 35 {4 805) (93 080)
Profit before taxation 159078 15320
Taxation on operating profit before goodwill and acquired intangibles 8 (35 335) (28 362)
Taxation on acguired Intangibles and acquistion/disposal/integration of subsidianes 8 4701 (17 574)
Profit/(loss) after taxation 128 444 {30 616)
Profit attnbutable to Asset Management non-controling interests (10 263) (10053)
Loss attnbutable to other non-controling interests 4 503 16 856
Earnings attnbutable to shareholders 122 684 {23 813)
Consolidated statement of comprelienswe income

For the year to 31 March

£'000 Notes 2016 2015
Profit/(loss) after taxation 128 444 {30 616)
Cther comprehensive income/{loss)

Items that may be reclassified to the income statement

Fair value movements on cash flow hedges taken drrectly to other comprehensive incoma™ 8 - 1 040
{Gains)losses on realisation of avallable-for-sale assets recycled through the income staterment” 8 {1298) 1935
Fair value movements on avadable-for-sale assets laken durectly to other comprehensive Income® B (20 268) (4 216)
Foreign currency adjustments on transtating foreign operations 5304 (51 484)
ltems that will never be reclassified to the iIncome statement

Remeasurement of net defined benefit pansion asset 8 4738 6340
Total comprehensive income/(loss) 116 920 {77 001)
Total comprehensie incoma/{loss) attnbutable to non-controlling interests 5 652 {6 807)
Total comprehensve mcome/(loss) attnbutable to ordinary shareholders 98 009 (84722
Total comprehensive income attnbutable to perpetual preferred secunties 13 259 14 528
TJotal comprehensive income/{loss) 116 920 {77 001)

" Net of taxaton
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Consolidated balance sheet

At 31 March
£'000 Notes 2016 2015
Assets
Cash and balances at central banks 17 2 638 069 2181 242
Loans and advances to banks 18 1112 441 1053932
Reverse repurchase agreements and cash collateral on secunties borrowed 19 557 025 1448 205
Sovereign debt secunties 20 1252 991 1212910
Bank debt secunties 21 188 397 226273
Other debt secunties 22 393 652 222 485
Derwvative financial Instruments 23 837 558 775021
Secunties ansing from trading actiities 24 524 344 670298
Investment portfolio 25 451 000 400 941
Loans and advances to customers 26 7 803 602 7061117
Other Joans and advances 26 417 205 554 912
Other securtised assets 27 150 565 411 983
Interests n associated undertakings 28 23 587 21931
Deferred taxation assets 29 85 050 73618
Qther assets 30 1705 203 1335 580
Property and equipment 31 56 374 63 069
Investment properties 32 79 051 65736
Goodwill 33 356 994 356 080
Intangible assets 34 123 480 136 655
18 756 588 18 271 998
Liabihties
Deposits by barks 544 210 221 666
Dervative financiat mstruments 23 964 262 953 391
Other trading llabiities 36 226 598 251879
Repurchase agreements and cash collateral on secunties lent 37 281 260 597 259
Customer accounts (deposits) 19 10 808 980 10 306 331
Debt secunties in issue 1828 819 1352 314
babiliies ansing on secuntisation of other assets 27 120617 330 526
Current taxation labilties 140 859 104 605
Deferred taxation llabilities 29 33834 45403
Other llatiities 38 1328 832 1437 628
16 278 471 15 601 002
Subordinated habilities 40 597 309 596 923
16 875 780 16 197 925
Equity
Ordnary share caprtat 41 182 180
Perpetual preference share capital 42 151 151
Share premium 43 1194 257 1171 441
Treasury shares 44 (81 309) (37 880}
Other reserves {66 757} 1782
Retaned income 820 967 778023
Shareholders’ equity excluding non-controlling interests 1 867 4M 1913617
Non-controlling interests 45 13 317 160 456
— Perpetual preferred secunties issued by subsidianes - 144 598
= Non-contrelling interests in partially held subsichanes 13317 15 858
Total equity 1 880 808 2074 073
Total habilities and equity 18 756 588 18 271 998
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Consolidated cash flow statement

For the year to 31 March

£'000 Notes 2016 2015
Profit before taxation adjusted for non-cash items 47 298 288 280929
Taxation patd (88 893) {4 323)
Increase n operating assets 47 (207 739) {119 780}
Increase In operating labiities 47 o217 171030
Nat cash inflow from operating activities 711 873 327 866
Gash flow on acquisition of subsidianes 35 - {6 503)
Cash flow on disposal of group operations and subsidianes 35 - 226 291

Cash flow on net disposal of non-controling interests 25 39
Cash flow on net (acquisthon)/disposal of associates {969} 131

Cash flow on acquisition of property, equipment and intangible assets {16 969) (29 937)
Cash flow on disposal of property, equipment and mtangible assets 10 498 16 834
Net cash (outflow)/inflow from investing activities (¥ 415) 206 855
Dwidends paid to ordinary shareholdars {103 791} {97 068)
Dividends paid to cther equity holders (23 939) (24 015)
Proceeds on i1ssug of shares, net of related costs {119 316) 24 895
Cash flow on acquisttion of treasury shares, net of related costs (90 868) {54 997)
Repayment of subordinated debt - 33793
Net cash outflow from financing activities (337 914) {184 978)
Eftects of exchange rates on cash and cash equivalents 19571 12434
Net increase in cash and cash equivalents 386 11§ 362177
Cash and cash equivalents at the beginning of the year 3103 607 2741430
Cash and cash equivalents at the end of the year 3489722 3103 607
Cash and cash equivalents 1s defined as including

Cash and balances at central banks 2 638 069 2181242
On demand loans and advances to banks 851 653 922 365
Cash and cash equivalents at the end of the year 3489722 3103607

Cash and cash equivalents have a maturity profile of fess than three months
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Consolidated statement of
changes in equuily

£'000

Ordinary
share
capital

Perpetual

preference
share Share
capital premium

Treasury
shares

Balance at 1 March 2014

Movement in reserves 1 Apnl 2014 - 31 March 2015

Profit after taxation

Fair value movements on cash flow hedges

Losses on realisation of avalable-for-sale assets recycled through the
income statement

Fair value movements cn avalable-for-sale assets

Foregn currency adjustments on translating foreign cperations
Remeasurement of net defined pension asset

Total comprehensive loss far the year

Share-based payments adjustments

Dmdends paid to crdinary shareholders

Dividends declared to perpetual preference shareholders
Dmdends paid to non-controlling interests

Issue of ordinary shares

Gain on transfer of non-controlling Interests

Movement of treasury shares

Transfer to capital reserve account

Transfer to regulatory general nsk reserve

At 31 March 2015
Movement in reserves 1 Apnl 2015 - 31 March 2016
Profit after taxation

Gans on realisation of avallable-for-sale assets recycled through the
Income statement

Fair value movements on avafable-for-sale assets

Foreign currency adjustments on translating forewgn operations
Remeasurement of net definad pension asset

Total comprehensive income for the year

Share-based payments adjustments

Dmvdends paid to ordinary shareholders

Dradends declared to perpetual preference shareholders
Omdends paid to non-controlling interests

Issue of ordinary shares

Redemption of non-contralling interests

Movement of treasury shares

Transfer to capital reserve account

Transfer to retaned incomea reserva

At 31 March 2016

178

151 1146 548

{56 997)

151 1171 441

(37 960)

182

151 1194 257

(43 349)

(81 309)
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Other reserves

Consolidated statement of
changes i equuty

Shareholders'

frontureed)

equity
Regulatory excluding
Capntal Availlable- general Cash flow Foreign non- Non-

reserve for-sale nsk hedge currency Retained controlling contralling Total
account reserve reserve reserve reserves tncome interests Interests equity
260 851 3564 14 845 {7 091) 4077 689116 2091 882 176 711 2 268 593
- - - - - 23813 {23 813) {6 803) {30 616)

- - - 1040 - - 1040 - 1040

- 1935 - - - - 1935 - 1935

- {4 216) - - - - (4 216) - {4 216)

- - (138) 62 (51 404) - (51 480) {4y {51 484)

- - - - - 6340 6340 - 6340

- {2 281) {138) 1102 {51 404) {17 473) (70 194) {6 807) {77 001)

- - - - - 35 050 35 050 - 35050

- - - - - (97 068) {97 068} - (97 068)

- - - - - (14 528} {14 528) - (14 528)

- - - - - - - (9 487) (9 487)

- - - - - - 24 895 - 24 895

- - - - - (1423) {1 423 39 (1 384)

{74 034) - - - - - {54 997) - {54 997)
(175 631) - - - - 175631 - - -
- - (14 707) 5989 - 8718 - - -
11186 1283 - - {10 687) 778 023 1913617 160 456 2074073
- - - - - 122 684 122 684 5760 128 444

- {1 298) - - - - (1 298) - {1 208)

- (20 268) - - - - {20 268) - {20 268)

- - - - 5412 - 5412 (108) 5 304

- - - - - 4738 4738 - 4738

- (21 566) - - 5412 127 422 111 268 5 652 116 920

- - - - - 27 706 27 706 - 27 706

- - - - - (103 791) (103 791) - {103 791)

- - - - - (13 258) (13 259) - (13 259)
- - - - - - - {10 680) {10 680}

- - - - - - 22818 - 22818

- - - - - - - (142 111} (142 111

{47 519) - - - - - (90 888) - {90 868)
455 - - - - {455) - - -

- - - - (5321} 5321 - - -
{35678) {20 283) - - {10 596) 820 967 1 867 491 13317 1 880 808

Invaeste pic sio {excluding lnvestac Linted) annual financial statements 2016

157

SINTANALYLS TWIONYNID T¥ONNY




SINIFNILVLS "™MONYNIT TeNNNY l

Accounting policies

Basis of presentation

These annual financial statements have
been prepared to present the financial
position and results of Investag plc and

its subsidianes as if the contractuat
arrangements which create the dual

ksted company (DLC) structure did not
exist and, with this exception and the
exclusion of certain other remuneration
and related party disclosures, are prepared
In accordance with International Financiat
Reporting Standards (IFRS) as adopted

by the European Union {EU) For an
understanding of the financial position,
results and cash flows of the Investec DLC
group, the user Is referred to Investec’s
Integrated annual report

Investec DLC group consists of two
separate legal entities, beng Invesiec plc
and Investec Limited, that operate under

a DLC structure The effect of the DLC
structure 1s that Investec plc and its
subsidianes and Investec Limited and its
subsidiaries operate together as a single
economic entity, with neither assuming a
dominant role, and accordingly are reported
as a single reporting entity under IFRS

These group annual financial statements
are prepared in accordance with [FRS,

as adopted by the EU which comply

with IFRSs as i1ssued by the International
Accounting Standards Board (IASB)

At 31 March 20186, IFRS as endorsed by
the EU are wentical in alf matenal respects
to current IFRS applicable to the group,
with differencas only in the effecive dates of
certain standards However, the group has
earty adopted these relevant standards to
ensura comphanca with both frameworks

The group annual financial statements have
been prepared on a histoncal cost basis,
except for investment properties, avalable-
for-sale iInvestments, denvative financial
nstruments, financial assets and financial
habiities held at far value through profit

or loss or subject to hedge accounting,
and kabilities for pension fund surpluses
and deficits that have been measured at
farr value

The accouniing policies adopted by the
group are consistent with the pnor year

Standards which became effectve during
the year did not have an impact on
the group

Presentation of

information

Disclosure under IFRS 7 Financial
Instruments Disclosures and [AS 1
Presentation of Financial Statements
Capital Drsclosures refating to the nature
and extent of nsks have besn included
In sections marked as audited in the nsk
management report on pages 4510 119

Certain disclosures required under LAS 24
Related Party Disclosures have been
included in the section marked as audited
n the remuneration report In Investec's
integrated annual report

Basis of consolidation

As discussed above, these annual financial
statements have been prepared to

present the financial position and results
of Investec ple and its subsidianes as if the
contractual arangements which create the
DLC structure did not exist

All subsidianes or structured entties are
consolidated when the group controls an
investee The group controls an mnvestee

if 1t 15 exposed to, or has rights to vanable
returns from ts Involvemsnt with the
Investee and has the ability to affect those
returns through its power over the investee
The financial results of subsidianes are
included in the consolidated annual financal
statements of the group from the date on
which control 1s ohtained until the date the
group can no longer demonstrate control

The group performs a reassessment of
control whenever there 1s a change In the
substance of the relationship between
Investec and an investee A change in the
ownership interest of a subsidiary, without
a foss of control, 1s accounted for as an
equity transaction Investec atso holds
nvestments, for example private equity
investrments, which give rise to significant,
but not majonty, voting nghts  Assessing
these voting nghts and whether [nvestec
cantrols these entities requires Judgement
that affects the date at which subsidianes
are consolidated or deconsolidated

Entities, other than subsidiary undertakings,
w which the group exercises significant
influence over operating and financial
policies, are treated as interasts n
assocated undertakings Interests in
associated undertakings are accounted

for using the equity method from the date
that significant influence commences

untl the date that significant influence
ceases Incrcumstances where interests
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n associated undertakings or joint venture
holdings anse in which the group has no
strategic intention, these investments are
classified as ‘venture capital” holdings and
are designated as held at tar valus thmugh
profit or loss

For equity accounted associates, the
consolidated annual financial statements
include the attnibutable share of the

results and reserves of associated
undertakings The group’s interests in
associated undertakings are inctuded in the
consolidated balance sheet at cost plus
the post-acquisition changes in the group’s
share of the net assets of the associate

The consohdated balance sheet reflects
ihe associated undertakings net of
accumulated impairmant losses

All intergroup balances, transactions

and unrealised gains or losses within tha
group that do not reflect an impairment to
the asset, are eliminated in full regarding
subsidianes and to the extent of the interest
n an associate

Segmental reporting

An operating segment 1S a component

of the group that engages In business
actvities from which it may earn revenues
and incur expenses, including revenues
and expenses that relate to transactions
with any of the group's other components,
whose operating resulis are reviewsd
regularly by chief operating decisson-makers
which include members of the board and
for which discrete financial information

15 available

The group's segmental reporting 1s
presented m the form of a business
analysis The business analysis i1s
presented in terms of the group's three
principal business divisions, namely, Asset
Management, Wealth & Investment and
Specialist Banking

Group costs that are disclosed separately
largety refate to group brand and marketing
costs and a portion of executive and
support funchons which are associated
with group-led acinties These costs are
not incurred by the operating dmisions and
are necassary to support the operational
functioning of the group

Business combinations
and goodwill

Business combinations are accounted

for using the acquistion method The

cost of an acguisiion 1s measured as the
aggregate of the consideration transferred




measured at the acquisition date far value
and the amount of any pnor non-controlling
interest in the acquiree For each business
combination, the group measures the non-
controlling interest in the acquiree either

at farr value or at the proportionate share
of the acquiree’s wentifiable net assets
Acguisition costs incued are expensed
immediately in the income statament

When the group acquires a business, it
assesses the financial assets and labilities
asswimed for appropnate classification and
the designation in accordance with the
contractual terms, economic ciIrcumstances
and pertinent conditions at the acquisition
date This includes the separation of
embedded denvatves i host contracts by
the acquree

If the business combination Is achieved In
stages, the acquisition date far value of the
group’s previcusly held equity interest in
the acquires I1s remeasured to far value at
each acquisition date through the income
statement

Any contingent consideration to be
transferred by the group will be recognised
at far value at the acquistion date
Subsequent changes to the far value of the
contingant consideration, which 1s deemed
to be an asset or lability, will be recogrised
In accordance with |1AS 38 either in the
Income statement or as a change to other
comprehenswve iIncome If the contingent
consideration 1s classified as equity, 5t will
not be remeasured until 1t 18 finally settled
within equity

Goodwill 1s initially measured at cost,

being the excess of the aggregate of the
consideration transferred and the amount
recognised for non-contrelling interest over
the net idenufiable assets acquired and
labilties assumed If this consideration
and amount recognised for non-controlling
interast 1s less than the far values of

the dentifiable net assets acquired, the
discount on acquisiion 1s recognised
directly In the income statement as a gain In
the year of acquisition

After inhial recognition, goodwill s
measured at cost less any accumulated
impairment losses The group tests goodwill
acquired 10 a business combination for
impairment annually, imrespective of whether
an indicauon of impatrment exists and In
accordance with |AS 36

For the purpose of imparment testing,
goodwall acquired 1n a business
combination s, from the acquisition date,
allocated to each of the group's cash
generating units that are expected to
benafit from the combination

Accounting policies

Where goodwill forms part of a cash
generating urut and part of the operation
within that unit is disposed of, the goodwalt
associated with the operation disposed of
1s Included in the carnying amount of the
operation when determminung the gain or loss
on disposal of the operation

Goodwll disposed of In these
crcumstances Is measured based on the
relative values of the operation disposed
of and the portion of the cash-generating
units retained

Share-based

payments io employees

The group engages n equity-settied
share-based payments in respect of
services receved from employees The fair
value of the services receved n respect
of equity-settled share-based payments Is
determined by referance to the far value
of the shares or share options on the

date of grant to the employee The cost
of the share-based payment, together
with a corresponding Increase in equity 1s
recognised In the Income statement over
the penod the service conditions of the
grant are met with the amount changing
according to the number of awards
expected 1o vest The cumulative expenss
recognised for equity-settled transactions
at each reporting date until the vesting
date reflects the extent to which the
vesting penod has expired and the group’s
best estimate of the number of equity
instruments that will ultimately vest

Fair value measurements are based on
option pneing models, taking into account
the nsk-free interest rate, volatiity of the
underlying equity nstrument, expected
dmdends and current share prices

Where the tarms of an equity-settled
award are modified the minimum expense
recognised in staff costs s the expense

as if the terms had not been modified

An addtiona! expense 1S recogmsed for
any modification which increases the total
farr value of the share-based payment
arrangement, or Is otherwise beneficial to
the employes as measured at the date

of modification

Foreign currency
transactions and

foreign operations

The presentation cumency of the group
15 Pounds Sterfing, being the functional
currency of Investec plc

{continred)

Foreign operations are subsidianes,
nterests in associated undertakings or
branches of the group, the actnvities of
which are based in a functional currency
other than that of the reporting entity

The functional currency of group entities 18
determinad based on the pnmary economic
environment In which the entity operates

Foreign currency transactions are translated
into the funchonal curency of the entity

in which the transactions anse based on
rates of exchange ruling at the date of the
transactions

At each balance sheet date foreign currency
ftems are translated as foliows

* Monetary items (other than monetary
tems that form part of the net
investment n a foreign operation) are
translated using closing rates, with gains
or losses recognised in the income
statement

+ Exchange differences ansing on
monetary iterns that form part of the
net investment in a foreign ogeraticn
are determined using closing rates and
recognised as a separate comgponent
of equity (foreign currency translation
reserve} upon consolidation and 1s
reclassified to the income statement
upon disposal of tha net investment

* Non-monetary items that are measured
at hustorical costs are transtated using
the exchange rates ruling at the date of
the transaction

On consokdation, the results and financial
posiiion of foreign operations are translated
nto the presentation cumency of the group
as follows

* Assets and labilities for each balance
sheset presented are translated at
the closing rate at the date of the
balance sheet

* Income and expense tems are
translated at exchange rates ruling at
the date of the transaction

* Al resulting exchange differences are
recognised in other comprehensive
income (foreign currency translation
reserva}, which I1s recogrised In the
income statement on disposal of the
foresgn operation

+ Cash flow tems are translated at the
exchange rates ruling at the date of
the transactions
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Accounting policies

feoniunued)

Revenue recognition

Revenue consists of interest income, fee and
COMMISSION INCOMe, INvestment iIncome,
trading income ansing from customer flow,
frating meome ansing from balance sheet
management and other trading actvities and
other operating ncome

Revenue 1s recognised when it can be
reliably measured and 1t is probable that
the econormic benefits will flow to the entity
Revenue related to provision of services

15 recognised when the related services
are parformed Revenue is measured at
the fair value of the constderation received
or recevable

Interest Income 1s recognised In the Incoma
statement using the effective interest

rate method Fees charged on lending
transactions are included in the effective
yield calculation to the extent that they
form an integral part of the effective Interest
rate yield, but exclude those fees earned
for a separately identifiable significant act,
which are recogrised upon completion of
the act Fees and commissions charged

i heu of interest are recognised as Income
as part of the effective nterest rate on the
underiying loan

The effective interest rate method rs based
on the estimated ke of the underying
instrument and where this estimate 1s not
readily available, the contraciual Ife

Fee and commission income includes
fees earned from providing advisory
services as well as portfolio management
and in¢ludes rental Income from
Investment properties Investment
advrsory and management fees are
accrued over the period to which the
income relates Pertormance fees are
recognised when they become recenable
No revenue IS recogmised If there are
significant uncertaintias regarding
recovery of the consideration due

Investment income includes income,
other than margin from secunties held for
the purpose of generating interest yield,
dvidends and capital appreciation

Customer flow trading income includes
income from trading actmties ansing from
making and {acitating clent actmies

Trading Income ansing from balance sheset
management and other trading actmties
conststs of propnetary trading income and
other gatns or losses ansing from balance
sheet management

Trading profit includes the unrealised profit
on trading portfolios, which are marked-to-
market daily Equity investments receved in

keu of corporate finance lees are included in
nvestment portfolio and valued accordingly

Dnadend income Is recognised when
the group’s nght to recenve payment i1s
established

Included in other operating income 1s
incidental rental Income, gains on reakisation
of properties (other than investment
properties which 1s included in investment
ingome), operating lgase Income, INCome
from interests In associated undertakings
and revenue from consolidated prvate
equity nvestments Operating costs
associated with these investments are
included in operating cosis in the Income
statemant

Fair value measurement

Farr value 1s the pnce that would be
recenved to sell an asset or paid to transter
a liability in an orderly transaction between
market participants at the measurement
date in the principal or, in its absence,

the most advantageous market to which
the group has access at that date The
faur value of a lability reflects its non-
performance nsk

When available, the group measures the
far value of an instrument using the quoted
pnce In an actve market for that instrument

A market 15 regarded as actve if
transactions for the asset or liability take
place with sufficient frequency and volume
to provide pneing nformation on an
ongoing basis

If there 1s No quoted price N an actve
market, then the group uses valuation
techniques that maximise the use of
relevant observable inputs and minimise the
use of unobservable inputs The chosen
valuation technique incorporates all of the
factors that market participants would take
intc acgount N pacing a transaction

If an asset or a lability measured at far
value has a bid price and an ask pnce,
then the group measures assets and long
positions at a bid pnce and liabiities and
short positions at an ask pnce

The group classifies disclosed far values
according to a higrarchy that reflects the
signficance of obsarvable market inputs

A transter 1s made between the hierarchy
levels when the inputs have changed

or there has been a change In valuation
method Transfers are deemed to

occur at the end of each sermi-annual
reporting penod
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Financial instruments

Financial instruments are inibally recognised
at ther far value For financial assets

or financtal labilities not held at far

value through profit or loss, fransacton
costs that are directly attnbutable to the
acquisitbon or 1ssus of the financial assets
or financial labilities are included in the
initial measurement All other transaction
costs are recorded In the income staterment
wmmedately

Regular way purchase and sales
transactions in raspact of financial assets
that require delivery of a financial instrument
within the time frame established by market
convention are recorded at trade date

FINANCIAL ASSETS AND
LIABILUITIES HELD AT FAIR VALUE
THROUGH PROFIT OR LOSS

Financial nstruments held at far value
through profit or loss include alf instruments
classified as held-for-trading and those
instruments designated as held at far value
through profit or loss

Finaneial instruments classified as held-
tor-trading or designated as held at fair
value through profit or loss are intally
recorded at far vatue on the balance sheet
with changes in far value subsequently
recognised In the Income statement
Financial instruments are classified as
trading when they are held with the
interbon of short-term disposal, held with
the intention of generating short-term profit,
or are denvatives which are not designated
as part of effective hedges Financial
instruments designated as held at far value
through profit or loss are designated as
such on iniial recognittion of the instrument
and remainin this classification unil
dergcognition

Financial assets and liabilities are
designated as held at far value through
profit or loss cnly if

+ they elminate or significantly reduce
a measurement or recogrution
inconsistency that would ctherwise
anse from measunng assets or labiities
or recognsing the gains and losses on
them on diferent bases, or

* agroup of inancial assets, financial
liabihties or both 15 managed and is
performance 1s evaluated on a far value
basis in accordance with a documented
nsk management or investment strategy
and information about the group 1s
provided internalty on that basis to the
group's key management personnet,
and




s acontract contains one or more
embedded denvatives (which
significantly modifies the cash flows that
would ba required by the contract and
15 not clearly prohubited from separation
from the host contract) and the group
has designated the entire hybnd
contract as a financial instrument at
fair value through profit or loss

HELD-TO-MATURITY FINANCIAL
ASSETS

Held-to-matunty financial assets are non-
dervative financial instruments with fixed

or determinable payments and matunty
dates which the group has the intenticn
and abilty to hold te matunty Subsequent
to intia! recognition, held-to-matunty assets
are measured at amortised cost using

the effective interest rate method, less
impairment losses

Amorttsed cost 1s calculated by taking

into account any discount or prermium on
acquisition and fees that are an integral
part of the effective interest rate The
amortisation 15 included in interest income
In the income statement The losses ansing
from impairment of such investments are
recognssed in the iIncome statement

LOANS AND RECEIVABLES

Loans and receivables are non-denvative
financial assets with fixed or determinable
payments that are not quoted in an active
market and exclude the following

» Those that the group intends to trade n,
which are classified as held-for-trading
and those that the group designates at
faur value through profit or loss

* Those that the group designates as
avallable-for-sale

* Those for which the group may not
recover substantially all of ts inttial
investment, other than because of credt
detenoration, which 1s accounted for as
avallable-for-sale instruments

Subsequent to ntial recognibon, loans and
recenvables are measured at amortised
cost, using the effective interest rate
method, less impainment losses The
eflective interest rate represents the rate
that exactly discounts future projected cash
flows over the expected life of the financial
nstrument, to the net carmying amount of
the financial nstrument Included in the
calculaton of the sflective interest rate 15
any discount or premium on acquisition and
fees that are an integral part of the effectve
Interest rate

Accounting policies

Losses ansing from impaiment of such
Investments are recogrised i the income
statement ine ‘impairment losses on loans
and advances’

Interest on imparred financial assets is
recognised using the rate of interest used
to discount the future cash flows for the
purpose of measunng the iImparment loss

SECURITISATION/CREDIT
INVESTMENT AND TRADING
ACTIVITIES EXPOSURES

The group makes use of secuntisation
vehicles as a source of finance, as a means
of nsk transier and to leverage returns
through the retention of equity tranches

n low default rate portfolios The group
predominantly focuses on the secuntisation
of lease recevables The group also trades
n structured credit Investments

The structured entiies are consolidated
under IFRS 10 Consolidated Financial
Statements when the group has exposure
to or nghts to, vanable retums from its
Involvernent with the investee and has the
ability to affect those returns through its
power over the investee

Loans and advances that are onginated
are transferred to structured entities, and
the structured entities 1ssue debt secunties
to external Investors to fund the purchase
of the secuntised assets When the group
consolidates the structured entiy, the
group recognisas the assets and habilities
on a gross basis When the group does
not consolidate the structured entity, the
sacuntised assets are derecognised and
only any position still held by the group in
the structured entity 1s reflected

AVAILABLE-FOR-SALE
FINANCIAL ASSETS

Avallable-for-sals financial assets are those
which are designated as such or do not
qualfy to be classified as designated at fair
value through profit or loss, held to-maturty,
or loans and recevables They include
strategically held equity instrumenis that are
not nterests in assocated undertakangs, jomt
ventures or subsidiaries of the group Further,
certan debt nstruments that are held at

far vakie due to being quoted on an active
market, which are netther actively traded nor
hedd-to-matunty mstruments, are classified as
available-for-sale financal assets

Financial assets classified as avarlable-
for-sale are measured at far value with
unrealised gains or losses recognised
directly in cther comprehensive income
in the avallable-for-sale reserve When
the asset 15 disposed of, the cumulatve

{continued)

gain or loss previously recognised in other
comprehensive income 1s recogrised in the
income statement [nterest earned while
holding available-for-sale financtal assets

15 reperted in the Income statement as
nterest Income using the effectve interest
rate Dmdends eamed while holding
availlable-for-sale financial assets are
recognised in the Income statement when
the nght to payment has been established

If an avalable-for-sale instrument Is
determined to be impatred, the raspective
cumulative unrealised losses previously
recognised In other comprehensive Income
are included in the iIncome statement in the
penod in which the impairment 1s identrfied

SINTFWALYLS TWIONYNI TWNNNY l

Impatments on avallable-for-sale equity
Instruments are not reversed once
recognised in the income statemant

If, In a subsequent pericd, the far value of
a debt instrument classified as avalable-
for-sale increases and the increase can ba
objectvely related to an event occurnng
after the impaument loss was recogrused
i tha income statement, the imparment
loss 1s reversed, imited to the iImpairment
value previously recognised n the

Income statement

FINANCIAL LIABILITIES

Financial labilibes are classified as non-
trading, held-for-trading or designated as
held at farr value through profit or loss

Non-trading labilities are recorded at
amortised cost applying the effectve
interest rate method

Held-for-trading liabilites or labilities
designated as held at far valus through
profit or loss are measured at far value

All changes in far value of financial habilities
are recognised in the income statement

DAY-ONE PROFIT OR LOSS

When the transaction pnce differs from

the farr value of other observable current
market transactions in the same instrument
or based on the valuation techmque whose
vanables include only data from observable
markets, the difference between the
transaction pnce and far value 1s recognised
immediately in the income statement

In cases whers far value is determined
using data which 1s not cbservable, the
difference betwaen the transaction pnce
and mode! value 1s only recognised In

the iIncome statement when the inputs
become observable, or when the
instrument s derecognised or over the ke
of the transaction
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Accounting policies

{rontinued)

IMPAIRMENTS OF FINANCIAL
ASSETS HELD AT AMORTISED
COST

Financial assets camed at amortised cost
are \imparred if there 15 objective evidence
that the group would not receve cash
flows according to the onginal contraciual
terms Financial assets are assessed for
mmparment at each balance sheet date
and when an indicator of Impairment

is identified

The test for impairment 1s based erther

on specific financial assets or collectivaly
on a portfolio of similar homogeneous
assets Over and above indmduat
collective impairments raised at specific
portfolio levels, the group recognises

a collective impaiment allowance at a
central level fwithin the Specialist Banking
business segment) that takes into account
macroeconomic factors, mainly driven

by data related to the prevaiing credt
markets and which indicate incurred but
not specifically identified losses across

the loan portfolios (that 1s, exposures in al
business segments} Assets specifically
identified as impared are sxcluded from the
collective assessment

Imparments are credited to an allowance
account which 1s camed against the camying
value of inancial assets Interest continues
to be accrued on the reduced canying
amount based on the onginal effective
interest rate of the asset Loans together
with the associated allowance are written off
when there ts no realstic prospect of future
recovery and all collateral has been realised
or transferred to the group

An allowance for impairment 1s only
reversed when there 1S objectve ewidence
that the credit quality has improved to the
axtent that there is reasonable assurance of
timely collection of pnncpal and interest in
terms of the onginal contractual agreament

The mpairment 1s calculated as the
difference between the carnying value of
the asset and the expected cash flows
{including net expected proceeds on
realisation of collateral} discounted at

the criginal effectrve rate Impaiments of
financial assets held at amortised cost are
recognised in the iIncome statement

To cater for any shortfall between regutatory
provision requirements (in the respective
junsdictions) and impaiments based on the
principles above, a transfer 1s made from
distnbutable to non-distnbutable reserves,
being the regulatory general nsk reserve
The non-disinbutable regulatory nsk
reserve ensures that minimum regulatory
provisioming requirements are maintained

CERECCGNITION OF FINANCIAL
ASSETS AND LIABILITIES

A financial asset, or a portion thereof, 1s
derecognised when the group's nghits o
cash flows have expired or when the group
has transferred its nghis to cash flows
relating {o the financral assets and either

{a) tha group has transferred substantally
all the nsks and rewards associated with
the financial assets or {b) the group has
neither transferred nor retained substantially
all the nsks and rewards associated with
the financial assets but has transferred
control of the assets

A financial kabdity is derecognised when it

18 extingurshed, that 1s when the obligation

15 discharged, cancelled or expired When

an existing financial llability 15 replaced or
modified with substantrally different terms,
such a replacement or modification i1s treated
as a derecognition of the onginal hability

and the recognition of a new liabiity The
difference In the raspective carying amounts
15 recognised In the income statement

RECLASSIFICATION OF
FINANCIAL INSTRUMENTS

The group may reclassiy, In certain rare
circumstances, non-denvative financial
assets out of the held-for-trading category
and into the avalable-for-sale, loans

and recenvables, or held-to-maturity
categones it may also reclassty, in certamn
crcumstances, financial nstruments out
of the available-for-sale category and

into the loans and recenvables category
Reclassifications are recorded at fair

value at the date of reclassification, which
becomes the new amortised cost

DERIVATIVE INSTRUMENTS

All dervaive instruments of the group
are recorded on the batance sheet at
farr value Posiiive and negative far
values are reported as assets and
kabilties respectvely

Denvative positions are entered into either
for trading purposes or as part of the
group's asset and hability management
actvbies 1o manage exposures to nterest
rata and foreign cumency nsks Both
reahsed and unrealised profit or losses
ansing on dervatives ara recognised in the
ncome statement as part of trading Income
{other than circumstances in which cash
flow hedging 1s applied as detailed In the
hedge accounting section below)

Denvative instruments entered into as
economic hedges which do not qualifty
for hedge accounting and dervatives that
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are entered into for trading purposes are
treated in the same way as Instruments
that are held-for-trading

Credit denvatives are entered into for
trading purposes Credit denvatives are
initially recogrused at their tar values, being
the transaction pnce of the dervative
Subsequently the denvatives are camed

at far value, with movements In far valug
through profit or loss, based on the

current market price or remeasured price
The counterparty nisk from denvative
transacticns 1s taken into account when
reporting the far value of denvative
positions The adjustment tg the farr value s
known as the credit value adjustment (CVA)

HEDGE ACCOUNTING

The group applies ether far value or cash
flow hedge or hedge of net investments in
foreign operations accounting when the
transactions meet the specified hedge
accounting cntena To qualty for hadge
accounting treatment, the group ensures
that all of the following conditions are met

» At inception of the hedge, the group
formally documents the relationship
between the hedging instrument(s}
and hedged item(s) including the
risk managerment objectives and the
sirategy in undertaking the hedge
transaction Also at the inception of the
hedge relationship, a farmal assessment
15 undertaken o ensure the hedging
Instrument s expected to be highly
effectve In offsetting the designated nsk
In the hedged tem A hedge I1s expected
10 be highly effective If the changes
in far value or cash flows attrbutable
to the hedged nsk during the penod
for which the hedge 15 designated are
expected to offset In a range of 80%
to 125%

* For cash flow hedges, a forecasted
transaciion that 15 the subject of the
hedge must be highly probable and
must present an exposure to vanation
in cash flows that could ultimately affect
the income statement

* The effectiveness of the hedge can be
reliably measured, 1 e the farr vahue or
cash flows of the hedged item that are
attnbutable 1o the hedged nsk and the
fair vatue of the hedging instrument can
be reliably measured

* The hedge effectiveness 1s assessed
on an ongoing basis and determined
actually to have been highly effective
throughout the financial reporting
penods for which the hedge
was designated




For qualifying far value hedges, the change
n fair value of the hedging mstrument

15 recognised in the Income statement
Changes in far value of the hedged tem
that is attnbutabls to the hedged nsk are
also recognised In the Income statement

For qualifying cash flow hedges in respect
of non-financial assets and labities,

the change in farr value of the hedging
instrument, relating 1o the effective portion
15 intially recogrised directly In other
comprehensive income 1n the cash flow
hedge reserve and is included In the

intial cost of any asset/hability recognised
ar In alt other cases released to the
income statement when the hedged firm
commitment or forecasted transaction
affects net profit If the forecast transaction
or firm commitment i1s no longer expected
to oceur, the balance included in other
comprehensive ncome 15 reclassified to
the Income statement immediately and
recognised In trading income from balance
sheet management and other trading
actvities

For qualfying cash flow hadges in respect
of financial assets and liabuties, the change
in fair value of the hedging instrument,
which represents an effective hedge, 1s
initially recognised in other comprehenswe
Income and ts released to the ncome
staterment In the same penod dunng which
the relevani financial asset or hability affects
the mcome statement Any neffective
portion of the hedge 1s iImmediately
recognised in the income statement

Qualfying hedges of a net Investment In a
ioreign operation, including a hedge of a
monetary item that 1s accounted for as part
of the net investment, are accounted for in
a way swmitar to cash flow hedges Changes
in the farr value of the hedging instrument
relating 1o the effective portion of the hedge
are recognised In other comprehensive
income while any gans or losses relaung

to the ineffective portion are recognised in
the income statement On disposal of the
foreign operation, the cumulative valus of
any such gan or loss recorded in other
comprehensive incoma is reclassified to the
Income statement

Hedge accounting is discontinued when it
15 determined that the instrument ceases
to be highly effectve as a hedge, when the
denvative expires, or 1S sold, terminated or
exercised, when the hedged item maiures
oris sold or repaid, when a forecasted
transaction 1s no longer deemed highly
probable or when ths designation as a
hedge 1s revoked

Accounting policies

EMBEDDED DERIVATIVES

To the extent that a dernvative may be
embedded in a hybnd contract and the
hybnd contract s not carmed at far value
with changes In far value recorded i the
income statement, the embedded denvative
1 separated from the host contract and
accounted for as a standalone dervatve If
and only If

+ The econormic charactenstics and
nsks of the embedded denvative are
not closely related to the economc
charactenstics and nsks of the
host contract

* A separate Instrument with the same
terms as the embedded denvative would
meet the defintion of a denvative

OFFSETTING OF FINANCIAL
ASSETS AND LIABILITIES

Financia! assets and liabilities are offset
when there is both an intention to settls
on a net basis (or simultaneously) and
a currently enforceable legal nght to
offset exists

ISSUED DEBT AND EQUITY
FINANCIAL INSTRUMENTS

Financial instruments 1ssued by the group
are classified as habiliies if they contam a
contractual obligation to delver cash or
another financial asset

Financial Instruments issued by the group
are classified as equity where they confer
on the holder a residual interest in the
group, and the group has no obligation

to delver erther cash or another finangial
asset to the holder The components of
compound i1ssued financial instruments are
accounted for separately with the hability
component separated first and any residual
amount being allocated to the equity
component

Equity Instruments 1ssued by subsidianes of
Investec ple are recorded as non-controling
Interests on the balance sheet

Equity instruments are intially measured net
of directly attnbutable 1ssue costs

Treasury shares represent Investec plc
shares repurchased by the group which
has not been cancelled Treasury shares
are deducted from shareholders’ equity
and represent the purchase consideration,
including directly attnbutabts costs Where
treasury shares are subsequently sold

or reissued, net proceeds receved are
included in shareholders’ equity

{romtined)

Dmdends on ordinary shares are
recognised as a deducuon from equity at
the earlier of payment date ar the date that

it 15 approved by Investec plc shareholders
SALE AND REFPURCHASE
AGREEMENTS (INCLUDING
SECURITIES BORROWING AND
LENDING}

Secunties sold subject to a commitment
to repurchase, at a fixed price or a selling
prce plus a lender’s return, remain on
balance sheet Proceeds receved are
recorded as a liability on balance sheet
under ‘repurchase agreements and cash
collateral on securities lent” Securties
that are purchased under a commitment
to resell the secunties at a future date
are not recognised on the balance sheet
The consideration paid s recogrised

as an asset under ‘reverse repurchase
agreements and cash collateral on
secunties borrowed’

SINIWILYLS THIONVNIA TWNNNY ‘

The difference between the sale and
repurchase pnces Is ireated as interest
axpense and 15 accrued over the life
of the agreement using the effective
interest method

Secunties borrowing transactions that are
not cash collateralised are not included on
the balance sheet Secunties lending and
borrowing transactions which are cash
collateralised are accounted for n the same
manner as secunties sold or purchased
subject to repurchase commitments

FINANCIAL GUARANTEES

Financial guarantee coniracts Issued by
the group are those contracts that require
a payment to be made to remburse the
holder for a loss it Incurs because the
specified debtor fals 1o make a payment
when due, in accordance with the terms
of a debt nstrument Financial guarantees
are inttially recogrused at taur value,
adiusted for tha transaction costs that

are directly attrbutable to the 1Issuance of
the guarantee

Subsequent to inibial recognition, the
hability under each guarantee 1s measured
at the higher of the amount racognised
less cumulative amortisation and the best
estrmate of expanditure required to settle
any financial gbligation ansing as a result
of the guarantee Subseaquent to initial
measurement, all changes in the balance
sheet camying value are recognised in the
income staternent
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Accounting policies

{continned)

INSTALMENT CREDIT, LEASES
AND RENTAL AGREEMENTS

The determination of whether an
arrangement 15, or contains a lease

15 based on the substance of the
arrangement at the mception of the lease
The arrangement 1s, or contains, a lease If
fulfilment of the arrangement 1s dependent
on the use of a specific asset or assets and
the arrangement conveys a nght to use

the asset/assets, even if that nght 15 not
explicitly specified In an arangement

A finance lease 1s a lease that transfers
substantially all of the nsks and rewards
incidental to ownership of an asset An
operating lease Is a lease other than a
finance lease

Where classified as a finance lease,
amounts outstanding on these contracts,
net of unearned finance charges, are
included In loans and advances where the
group ts the tessor and included In liabiities
where the group 1s the lessee Finance
charges on finance leases and instalment
credit transactions are credited or debited
to the Income statement in proportion to
the capital balances outstanding at the rate
mplicit in the agreement

Where classified as operating leases
rentals payable/recenable are charged/
credrited In the income statement on a
straight-tine basis over the lease term
Contingent rentals are accrued to the
Income statament when incurred

Property and equipment

Property and equipment are recorded at
cost less acocumitlated depreciation and
mparments

Cost 1s the cash equwvalent pad or the fair
value of the consideration given to acquire
an asset and includes other expendtures
that are directly attnbutable to the
acquisitton of the asset

Depraciation 1s provided on the depreciable
amount of each component on a straight-
ling basis over the expected useful life of
the asset

The depreciable amount related to each
asset s determined as the difference
betwesn the cost and the residual value
of the asset The residual value Is the
estimated amount, net of disposal costs,
that the group would currently obtain from
the disposal of an asset in similar age and
condition as expected at the end of its
useful life

The current and comparative annual
depreciation rates for each class of property
and equipment 1s as follows

* Computer and related equipment 20%
10 33%

* Motor vehicles 20% to 25%
* Furniture and fitings 10% to 20%
* Freehold buldings 2%

* |easehold property and improvements®

Leasehold improvements depreciation

rates are deterrinad by reference to

the approprrate useful ife of its separate
components hmited to the penod of the
lease Leasehold property depreciation rates
are determined by refarence 1o the penod of
the lease

No depreciation 1s provided on

freehold land Howaver, similar to other
property-related assets, It 1S subject 1o
Imparment tasting when an indication of
impairment exists

Routine maintenance and service costs for
group assets are expensed as mcurred
Subsequent expenddure is only capitalised
it it ts probable that future economic
benefits associated with the item will flow
to the group

Investment properties

Properties held for capital appreciation or
rental yield are classified as investment
properties Investment properties are
camed at farr value, with fair value gains or
losses recagnised in the income statement
n investment Income

Fair valua of mvestment property 1s
calculated by taking into account the
expected rental stream associated with
the property, and 1s supported by market
evidence

Trading properties
Trading properties are camed at the lower
of cost and net realsable value

Intangible assets

Intangible assets are recorded at cost
less accumulated amortisaton and
imparments Intangible assets with a
finite e, are amortised over the ussiul
economic Iife {currently thres to twenty
years) on a straight ine basis The
depraciable amount refated 1o each
intangible asset 1s deterrmined as the
difference between the cost and the
restdual value of the asset
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Impairment of
non-financial assets

At each balance shest date, the group
reviews the camying value of non-financial
assets, other than investment property for
indication of impaimment The recoverable
amount, baing the higher of far value

less cost of disposal and value in use, I1s
determined for any assets for which an
indication of iImpawment s kentified if the
recoverable amount of an asset Is less than
Its carrying value, the carrying value of the
asset 13 reduced to its recoverable amount

Impairrment losses are recognised as

an expense in the incorme statement in

the pernad in which they are dentified
Reversals of impaiment losses are
recognised In income In the penod In which
the reversals are identified, 10 the extent
that the camying value of the asset does not
exceed the amount that would have been
calculated without impairment

Trust and fiduciary
aclivities

The group acts as a trustee or In other
fiduciary capacities that result in the

holding, placing or managing of assets for
the account of and at the nsk of clients

|
As these are not assets of the group, they ;
are not recogrused on the balance sheet |
but are included at market value as part |
of assets under administration I

Taxation and deferred

taxation |

Current taxation payable 15 provided for
based on the amount expected to be I
payable on taxable profit at rates that are

enacted or substantively enacted and

apphcable to the relevant penod

Deterred taxation is provided on temporary
differences between the camying amount of
an asset or bability in the balance sheet and
its tax base, except where such temporary
differences anse from

* The iniual recognition of goodwill

¢ The mmal recognition of an asset or
liability In a transaction which Isnot a
business combination and at the tme
of the transaction has no effect on the
income statement or taxable profit

* Inrespect of temporary differences
associated with the Investments in




subsidianes and nterests in associated
undertakings, wherae the timing of the
reversal of the temporary differences can
be controlled and it 1s probable that the
termporary differences will not reverse in
the foreseeable future

Deferred taxation assets or habilities are
measured using the tax rates that have
been enacted or substantively enacted at
the batance sheet date

Deferred taxation assets are recogrised
to the extent that it 1s probable that future
taxable profit will be available aganst
which the deferred taxation asset can

be utlised

Iterns recognised directly in other
comprehensive Income are net of related
current and deferred taxation

Employce benefits

The group operates vanous defined
contnbution schemes and two closed
defined benefit schemes

In respect of the defined contribution
scheme, all employer contnbutions are
charged to the Income statement as
incurred, in accordance with the rules
of the scheme, and included under
staff costs

The assets of the defined benefit schemes
are measured at their market value at the
balance sheet date and the habilities of the
schemes are measured using the projected
unit gredit method The discount rate

used 10 measure the schemes' labilities

15 the current rate of return on an AA
corporate bond at the balance sheet data
of equivalent term and currency to the
abilies The extsnt to which the schemes’
assets exceed or fall short of the schemas’
kabilities ts shown as a surplus {to the
axtent that it s considered recoverable)

or deficit in the balance shest

Actuanal gans and losses related to
the defined benefit asset or labilty are
recognised immediately directly in other
comprshensive income

The group has no kabilities for other
postretirement benefits

Borrowing costs

Borrowing costs that are directly
attnbutable to property developmenis
which take a substantial penod of time
to develop are capitalised

Accounting policies

Provisions, confingent
liabilities and

contingenti assets

Prowisions are recognised when the
group has a present obhgation (legal or
constructive) as a result of a past event,
1t 13 probable that an outfiow of resources
embadying economic benefits will be
required 10 settla the obligation and a
reliable estimate can be made of the
amount of the oblgation The expense
relating to a provision 1s prasented

in the Income statement net of any
reimbursement Centingent assets and
contingent habilties are not recognised
on balance sheet

Standards and
interpretations issued
but not vet effective

The following standards and interpretations,
which have been issued but are not yet
effective, are applicable to the group These
standards and interpretations have not been
applied in these annual financial statements

The group intends to comply with these
slandards from the effective dates

IFRS 9 FINANCIAL INSTRUMENTS

IFRS @ Financial Instruments was 1ssued
i July 2014 and will replace certan

key elemants of IAS 39 The mandatory
effective date for IFRS 2 1s for annual
penods beginning on or after 1 January
2018 wrth early adoption permitted

IFRS 9 has not yet been endorsed by the
European Unicn Tha two key elements
that would impact the group s accounting
policies include

¢ classification and measursment of
financial assets and financial labilities
the standard requires that all financial
assets be classified as etther held at far
value or amortised cost The amortised
cost classification 1s only permitted
where it 1s held within a business modet
where the underying cash flows are
held in order to collect contractual
cash flows and that the cash flows
anse solely from payment of pnncipal
and interest The standard further
prowdes that gains or losses on assets
held at far value are recognised in the
income statement unless the entity has
elected to recognise gains or losses on
non-trading equity investments directly
through comprehensive income With

(ronttnued}

reference to financial hablities held at
far value, the standard proposes that
changes to far value attnbutable to
credit nsk are recognised directly In
other comprehensie income without
recycling through the income statement,

* mparment methodology the key
change 15 related to a shift from an
incurred loss to an expected loss
impairment methodology At niha!
recognition an allowance {or provision
In the case of commitmentis and
guarantees} 1s required for expected
credit losses {ECL) resulting from default
events that are possible within the next
12 months (12-month ECL) In the
event of a significant increase in credit
nsk since initial recognition, IFRS 9
requires the recognition of lifetime
expecied credit losses Imparment
measurement will involve Increased
complexity and significant judgements
on areas such as the estimation of
probabilties of detault, ioss given
default, unbiased future economic
scenanos, estimation of expected Ives,
estimation of exposures at default and
assessing whether a significant increase
In credit nsk has cecurred

SININIIVLS TWONYNIS TYNNNY |

IFRS 9 also includes guidance on hedge
accounting The general hedge accounting
requirements aim to simplify hedge
accounting, creating a stronger Yink with

nsk management strategy and permitting
hadge accounting to be applied to a

greater vanety of hedging instruments and
nsks The standard does not address
macro hadge accounting strategles,

which are being considered in a separate
project To remove the nsk of any conflict
betwean existing macro hedge accounting
practice and the new general hedgs
accounting requiraments, IFRS 9 includes
an accounting policy choice to remain

with [AS 39 hedge accounting The group
intends to continue apphing 1AS 39's hedge
accounting requirements untll this section of
IFRS 8 has been finalised

The group has established an IFRS 9
steenng commttee compnsing of executve
representation and key management

from Risk, Finance, Analytics and IT

The commuttea 1s accountable for IFRS 8
implementation and Is supported by
working groups responsible for different
work streams The commiitea provides
updates on the status of the project to the
appropnate board committees
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Account,ing policies

frantine )

Current assessment of classification
and measurement
The group expects that generaly

* koans and advances to banks and to
customers and non-trading reverse
repurchase agreemeants that are classified
as loans and recenvables under LAS 39 will
be measured at amortised cost under
IFRS 9, wath the exception of current
investments for which embedded
dervatives are recognised separately
unless a separate dervative instrument
can be recognised, the entire loan would
be recognised at far value,

¢ financial assets designated at far value
through profit or koss (FYTPL) under IAS 39
will ba measured at FYTPL under IFRS 9,

+ certan debt secumies held within the

group's credit portiolio may be reclassified

from avalable for sale to amortised cost

The remaining debt secunties classified as

avallable for sale will be measured at far

value thvough other comprehensive Income

(FVOC) under IFRS 9 and

s equily nstruments securtties classified
as avalabie-for-sale or FVTPL wil be
measursd at FVTPL under IFRS 9

The group continues to assess the impact of
this standard, but expects that the recogrition
and measurement basis of the majonty of

the group s financial assets will be largely
unchanged on application of IFRS 9@

Current assessment of impairments
As noted, the group would also shdt is
impaimment methodology from the current
incurred loss basis to expecied loss We
ara In the process of developing models

to determine expected credit losses for
exposures subject 1o credit nsk that are not
camed at far value through profit or loss

We are also reviewing key defintons

such as significant detenoration in credit
qualty and default aganst our current
asset qualty classificabons  This process
includes partcipation nndustry/regulatory
discusstons and workshops

We will Incorporate IFRS 9 requirements
Into our group credit nsk classification and
provisioning policy

IFRS 15 REVENUE FROM
CONTRACTS WITH CUSTOMERS

In May 2014, the IASB ssued IFRS 15
Revenue from Contracts with Customers
The standard s effective for annual penods
beginning en or after 1 January 2017 with
early application permitted IFRS 15 providas
a prnciples-based approach for revenue
recognition, and introduces the concept

of recogrising revenue jor obligations as

thoy are satisfied The standard should be
appled strospectvely, with certamn practcal
expedients avallable The group's current
measurement and recognition ponciples

are aligned to the standard and we do

not anbopate an mpact to measurement
prnciples curreridly applied The impact of the
disclosure requements of the standard s
curently being assessed

IFRS 16 LEASES

In tanuary 20186, the LASE 1ssued IFRS 16
Leases The standard s effectve for annual
penods beginning on or after 1 January 2019
Earfier adoption 1s permitted for entrties that
apply IFRS 15 at or before the date of ntial
applicaton of IFRS 16 IFRS 16 resutts In
lessees accounting for rmost leases within

the scope of the standard in a manner

similar to the way in which finance leases are
currently accounted for under IAS 17 Leases
Lessees will recognise a 'nght of use” asset
and a correspondng financial labdty on the
balance sheet The asset will be amortised
over the penod of the lease and the financral
habilty measured at amortised cost Lessor
accounting remains substantially the same as
N IAS 17 The group 1s cumently assessing the
impact of this standard but it 1s not practcable
to quantify the effect as at the date of the
publcation of these financial statements

All other standards and interpretations ssued
but not yet effective are not expected to have
a matenal smpact on the group

Key management

assumptions

In preparation of the annual financial
statements, the group makas estmations
and apples judgement that could affect the
reported amount of assats and labilites

within the next financial year Key areas in

which 1udgernant 1s applied nclude

* Valuation of unlisted investments in
the private equity, direct invastments
portfolios and embedded denvatives
Key valuation inputs are based on the
most relevant observabte market inputs,
adjusted whera necessary for factors
that specifically apply to the indmdual
investments and recognising market
volatility

* The determination of iImpanments against
assets that are camed at amortised cost
and imparments relating to avatlabla-
for-sale financial assets involves the
assessment of future cash flows which s
Judgemental i nature

* The group's INncome tax charge and
balance sheet provision are judgemental
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in nature  This anses from certan
transactions for which the ulumate tax
treatrment can only be determined by
final resolution with the relevant local tax
authonties The group has recogrused In
1ts current tax provision ceriain amounts
i respect of taxation that invoive a
degree of estimation and uncertanty
where the tax treatment cannot finally
be deterrmined untd a resolutron has
been reached by the relevant tax
authonty The camying amount of this
provision 1S sensitive to the resolution of
1ssues, which 15 often dependent on the
timetable and progress of discussion
and negotations with the relevant

tax authonties, arbitration process

and legal proceedings i the relevant
tax junsdictions in which the group
operates [ssues can take many years
to resolve and assumptions on the likely
outcome would therefore have to be
made by the group

The nature of any assumptions made,
when calculating the camying amounts
relating to any estmated tax which
could be payable as a result of decisions
by tax authorties wn respect of any

such transactions and events whose
treatment for tax purposes, 1S uncertain
In making any estmates, management's
Jjudgement would be based on vanous
factors, ncluding any such transactions
and events whose treatment for tax
purposes 1s uncertain In making any
esiimates, management’s jJudgement
has been based on vanous factors,
including

— the current status of tax audits and
angunes,

— the current status of discussions and
negotiations with the relevant tax
authenties,

- the results of any previous clams,
arnd

- any changes to the refevant tax
SNVIFIITISIS

Where appropnate the group has
utiised expert external advice as well
as expenence of similar situations
elsewhere in making any such
provisions

— Determination of interest income and
interest expense using the affactive
Interast rate method involves
judgement in detsrmining the tming
and extent of future cash flows




Notes to the annual
Suancral statements

Far the year to 31 March Asset Wealth& Specialist Group Total
£'000 Management Investment Banking costs group
1. Consolidated segmenial analysis
2016
Sagmental business analysis — income statement
Net intsrest iIncome 290 4064 256 5941 - 260 945
Fee and commission income 375312 246 202 182 230 - 813 744
Fee and commission expense (100 080) {1209) 2717 - {103 986}
Investment income - 5817 56 303 - 62 120
Trading income ansing from
- customer flow - 333 92 348 - 92 681
- balance shest management and other trading activities 1656 236 (9 875) - {7 983}
Other operating Income {1 135} 1191 10 797 - 10 853
Total operating income before impairment on
loans and advances 276 083 256 634 595677 - 1128374
Impawrmant losses on loans and advances — — 84 217) - 84 217}
Operating income 276 063 256 634 511 460 - 1044157
Operating costs (199 210) {193 507) 435771) (35 160) (863 648)
Depreciation on operating leased assets - - (2 149) - (2 149)
Operating profit/loss) before goodwill and
acquired intangibles 76 853 63 127 73 540 (35160) 178 360
Operating loss attnbutable to other non-controlling interests - - 4 503 - 4503
Operating profit/{loss) before goodwill, acquired
intangibles and after other non-controlling interests 76 853 63127 78 043 {35160) 182863
Operating profit attnbutable to Asset Management
non-controlling interests (10 263) - - - (10 263)
Cperating profit/{loss) before goodwill, acquired intangibles
and after non-controlling interests 66 590 63127 78 043 (35160) 172600
Sefected returns and key statistics
Cost to Income ratio 722% 75 4% 734% > 100% 76 7%
Total assets (£'millon) an 1026 17 360 - 18757
2015
Segmental business analysis - income statement
Net interest income 300 6209 320973 - 327 482
Fee and commission income 360 032 239584 244 889 - 844 505
Fee and commission expense 92921 923} (19 564) - (113408)
Investment income - 3486 (5 696) - 2210
Trading income ansing from
- customer flow - 895 87 364 - 88 259
- batance sheet management and other trading activities 1501 356 (30 043) - (28 186)
Other operating income 136 1276 9227 - 10639
Total operating income before iImpairment fosses on
loans and advances 269 048 250 883 607 150 - 1127081
Impaiment losses on loans and advances - - {102 707) - {102 707)
Operating income 269 048 250 883 504 443 - 1024374
Operating costs {193557) (194 012) (477 969} (30 048) (895 586)
Depreciation on aparating leased assets - - (1 535) - {1 535)
Operating profit/{loss) before goodwill and
acquired intangibles 75491 56 871 24 939 {30 048) 127 253
Operating loss attnbutable to other nan-controling mnterests - - 16 856 - 16 856
Operating profit/floss) before goodwill, acquired intangibles 75 491 56 871 41795 {30048) 144109
and after other non-controlling interests
Operating profit atinbutable to Asset Management
non-controlling wmterests {10 053) - - - {10 053)
Operating profit/loss) before goodwill, acquired intangibles 65 438 56 871 41795 (30048) 134056
and after non-controlling interests
Selected returns and key statistics
Cost to income ratio 71 9% 77 3% 789% > 100% 79 6%
Total assets (£'mibon) 329 897 17 046 - 18 272
No geographical segmental analysis is provided as the group operates in a single significant geography
nvestec plc sio {exchucing Investec Limuted) annual financal staterments 2016 I 167

SININILVLS TWIDNYNIA TvONNY l




Notes to the annual
financial statements

{contined)

For the year to 31 March 2016 Balance Interest
£°000 Notes sheet value recelved
z 2. Net interest income
c
3 Cash, near cash and bank debt and sovereign debt secunties 1 5748923 47 481
g Core loans and advancas 2 7803602| 427601
& Private clent 3510327 150 060
i Corporats, institutional and other clents 4293275 277 541
> Other debt securties and other loans and advances 810 857 74010
g Other interest-garning assets 3 - -
m
ﬁ Total interest-earning assets 14 363 382 549 092
For the year to 31 March 2016 Balance Interest
£'000 Notes sheet value pad
Deposits by banks and other debt-related securnties 4 2654289 108 707
Customer accounts 10 808 980 124 569
Qther interest-bearng llabilites 5 - -
Subordinated habilities 597 308 56 871
Total interest-beanng habilities 14 060 578 288147
Net interest iIncome 260 945
For the year to 31 March 2015 Balance Interest
£'000 Notes sheet value received
Cash, near cash and bank debt and sovereign debt secunties 1 6122 562 50 150
Core lcans and advances 2 7061 117 424 071
Pnvate client 3 341 861 169 272
Corporate, institutional and other clients 3719256 254 799
Other debt secunties and other loans and advances 777 397 102 066
Other interest-earning assets 3 411 983 93179
Total interest-eaming assets 14 373 059 669 466
For the year to 31 March 2015 Balance Interest
£'000 Notes sheet value pad
Deposits by banks and other debt-related secunties 4 2171239 51286
Customer accounts 10 306 331 163 388
Other interest-beanng kabiities 5 330 526 67 429
Subordinated habilzies 596 923 59 881
Total interest-beanng liabilittes 13405019 341 984
Net interest Income 327 482

{  Compnses (as per the balance sheet) cash and balances at central banks foans and advances o banks reverse repurchase agreements and
cash coliateral on secuntias borrowed, sovereign debt secunies and bank debt secunties

G b N

on secuntisation are held at amortised cost

Compnses (as per the balance sheet) loans and advances to customers

Corrprses in the pnor year (35 per the balance shest) other secuntsad assets In tha curent year no secuntised assets are held at amortsed cost
Compnses (as per the balance sheet) deposits by banks debt secuntes in ssue, and repurchase agreements and cash collateral on secunties fent.
Compnises in the pnor year (as per tha balance sheet) kabidibies ansing on secuntisaton of other assets In the curent year no habiities ansing
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Notes to the annual
Sfinancial statements

{continuecd}

For the year to 31 March
£'000 2016 2015
3. Net fec and commission income

Asset management and wealth management businesses net fee and commission income 520 245 505772
Fund management jees/fees {or assets under management 567 257 540050
Prvate Chent transactional fees 54 257 59 566
Fee and commission expense (101 269} (93 844)
Specialist Banking net fee and comnussion income 189513 225 325
Corporate and institutional transactional and adwvisory senices 164 088 219 870
Privata client transactional fees 28 142 25019
Fee and cormmission expense (2717) (19 564)
Net fee and commission income 709 758 731 097
Annurty fees (net of fees payable) 542 128 541 327
Deal fees 167 630 188770

For the year to 31 March
£'000 2016 2015

4, Invesiment income

Realised 44135 80014
Unrealtsed 2311} {90 296)
Dividend income 15419 5878
Funding and other net related ncome 4877 2194

62120 2 210)
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Notes to the annual
financial statements

{continucd)

Investment Debt
portfolio (listed secunties Other
For the year to 31 March and unitsted {sovereign, Investment asset
£'000 equities)* bank and other) properties categones Total
4. Investment income
{rontinud}
2016
Realised 10318 31143 - 2673 44 135
Unrealised 15 562 (7 468) 1282 {11 687) 2311
Dmadend income 15419 - - - 15 419
Funding and other net related income - - - 4877 4 877
Total investment income 41 300 23675 1282 (4137} 62120
2015
Realised 63 395 8494 - 8125 8004
Unrealised (76 850} {23 179) 8726 1003 {90 296)
Dendend income 5878 - - - 5878
Funding and cther net related income - - - 2194 2194
Total investment income (7 577) {14 681} 8726 11 322 (2 210)
*  Ineluding embedded denvatives (warrants and profit shares)
For the year to 31 March
£°000 2016 2015
5.  Other operating income
Rental income from properties 5725 5642
Gains on realisation of properties - G6
Unrealised gains on other investments 619 817
Income from operating leases 2188 2181
QOperating income from associates 23 1933
10 853 10639
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Notes to the annual
financial statements

For the year to 31 March

frontinied)

£'000 2016 2015
6. Operating costs
Staff costs 618475 633 208
— Satares and wages (including directors’ remuneration) 523 250 532 383
- Training and other costs 10 829 10734
~ Share-based payment expense 22989 27 649
- Social secunty costs 38 828 3915
- Pensions and prowdent fund contnbutions 22 579 23427
Premises expenses (excluding depreciation) 35998 38039
Equipment expenses {excluding depreciation} 31328 30 545
Business expenses” 128 769 142 689
Marketing expenses 38012 36 336
Depreciation, amortisation and impairment on property, equipment and intangibles 11 066 14769
863 648 895 586
Depracialion on operating leased assels 2149 1535
865 797 897 121
The following amounts were paid by the group to the auditors In respect of the audit of
the financial statements and for other services provided to the group
Ernst & Young fees
Fees payable to the company’s auditors for the audit of the company's accounts 290 445
Fees payable to the company’s auditors and its associates for other services
- Audit of the company s subsidianes pursuant to legislation 2684 4113
- Audit-related assurance services 424 551
- Tax compliance senaces 99 110
- Tax advisory services 422 621
- Other assurance services 96 1225
4015 7 065
KPMG fees
Fees payable to the company's auditors for the audt of the company’s accounts - 122
Fees payable to the company's auditors and tts associates for other senices
- Audit of the company’s subsidianes pursuant to legislation 677 550
- Audit-related assurance services 64 433
- Tax compliance service 139 -
— Tax adwisory services 179 1262
- Services related to corporate finance transactions - 9
— Other assurance services [+] 161
1065 2537
Total 5080 9602
" Business expenses mawly compnse msurance costs, consultng and professional fees travel expenses and subscriptions
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Notes to the annual
Jinancal statements

feontinned)

7.  Share-based payments
The group operates share opuon and Yong-termn share incentive plans for employees the majonty of wiich are on an equity-settied
basis The purpose of the staff share schemes is to promote an esprit de corps within the organisation, create an awareness of
Investec's performance and prowide an incentve to maxyrmse indmdual and group performance by aliowing all staff to share In the
nsks and rewards of the group
Further information on the group share options and long-term incentive plans are provided in the remuneration
report included i investec's 2016 integrated annual report and on our website
For the year to 31 March Asset Wealth & Specialist Group Total
£'000 Management Investment Banking costs group
Share-based payments expense
2m8
Equity-settled 1186 6 501 14120 1182 22 989
Total Income statement charge 1186 6 501 14120 1182 22 989
Equity-settled — accelerated charges included in
the iIncome statement (n operating costs ansing
from integration restructuring and disposal
of subsidiaries - - - - -
1186 6 501 14120 1182 22 989
2015
Equity-settlied 1665 5617 19135 1232 27 649
Total Income statement charge 1665 5617 19135 1232 27 649
Equity-settlad - accelerated charges included in
the income statement in operating costs ansing
from integration restructunng and disposal
of subsidianes - - 3 B73 - 3873
1 665 5617 23 008 1232 31522
Inctuded in the above Income staterent charge is an accelerated share-based payment charge as a result of modifications to
certain options granted This expense for the year was £0 02 milion (2015 £0 01 million)
For the year to 31 March
£'000 2018 2015
Weighted average fair value of options granted in the year
UK schemes 29 344 24943
| UK schemes l
| 2016 2015 |
Weighted Weighted
average average
Number exercise Number exercise
of share phnce of share price
Details of options ocutstanding dunng the year options £ options £
Qutstanding at the beginning of the year 32 430764 006 42 877 067 004
Granied dunng the year 6810928 012 6721210 018
Exercised dunng the year® (9 203 122) 001 {156 562 258) 002
Options forferted dunng the year (1278087) 044 {1805 255) 028
Outstanding at the end of the year 28 760 479 007 32430764 006
Exercisable at the end of the year 70 987 - 137197 -
A The weighted average share pnce dunng the year was £5 34 (2015 £5 41)
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Share-based payments onunued)

feontinned}

2016 2015
Additional information relating to options
Options with strike prices
Exercise price range £329-2600 £320-£572
Wexghted average remaining contractual life 2 09 years 2 07 years
Long-term incentive grants with no strke price
Exercise price range £rul £l
Weighted average remaining contractual life 177 years 1 80 years
Weighted average far value of options and long-term grants at measurement date £43 2371
The far values of options granted where calculated using a Black-Scholes option
pricing model For options granted dunng the year, the inputs into the model were
as follows
- Share price at date of grant £568-£6 00 £516-£572
- Exercisa pnce £nll, 568 ~£6 00 | £ril, £516-£5 72
~ Expected volatlity 30% 2524% - 30%
- Option Ife 3-55years 45-525years
- Expected dmdend vields 450% -467% 486%-504%
- Risk-free rate 128%-131% 136%-170%

Expected volatiity was determined based on the mplied volatiity levels quoted by the denvatives trading desk The expected
volatiity #s based on the respective share pnce movement over the last six months, but also includes an element of forward
expectation The expected attntion rates used were determined based on historical group data with an adjustment to actual

attrition on final vesting
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For the year to 31 March

£°000 2016 2015
z .
z 8. Taxation
& Income statement tax charge
g Current taxation
5 UK
E Current tax on income for the year 40 497 19 457
g‘ Adjustments in respect of prior years 4420 6309
2 Corporation tax before double tax relief 44 917 25766
g ~ Double tax relief @217 (425)
44 700 25341
Europe 2694 2272
Australia 117 211
Othar 3 868 1626
7677 4109
Total current taxation 52 377 29 450
Deferred taxation
UK {9 389) (22 814)
Europe {9 746) 5087
Austraba 1081 34 199
‘ Other {3 689) 4
Tota! deferred taxation {21 743) 16 486
|
Total taxation charge for the year 30634 45936
Total taxation charge for the year compnses
Taxation on operating profit before gocdwill 35335 28 362
Taxation on acqured intangibles and acquisition/disposal/integration of subsidianes (4 701) 17574
‘ 30634 45936
Deferred taxation compnses
Ongination and reversal of temporary differences (13779) 21116
Changes in tax rates (8 394) 274
Adjustment in respact of pnor years 430 (4 904)
{21 743) 16 486
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For the year to 31 March
£'000 2016 2015

8. Taxation frontinued}

The rates of corporation tax for the relevant years are % %

UK 20 21

Europe (average) 10 10
Australia 30 30
Profit before taxation 158 078 15320
Taxation on profit hefore taxation 30634 45 936
Effective tax rate 19 3% 299 8%

The taxation charge on activities for the year 1s differant from the standard rate as detaled below

Taxation on profit on ordinary actities before taxation at UK rate of 20% (2015 21%) 31815 3217
Taxation adjustments relating to foreign earnings 8 341) (16 270)
Taxation relating to pnor years 4 849 1405
Goodwill and non-operating tems 1062 40995
Share options accounting expense 6924 9328
Share options exercised dunng the year 0918) (11032)
Unexpired share options future tax deduction 2778 256
Non-taxable income 222 (3 165)
Net other permanent differences 12723 17 079
Unrealised capital (gans)/losses (3 086) 776
Movement in brought forward trading losses - 3071

Change i tax rate (8 394) 276
Total taxation charge as per income statement 30634 45 936

Other comprehensive income taxation effects

Fair value movements on cash flow hedges taken diectly 1o other comprehensive Income - 1040
Pre-taxaton - 1040
Taxation effect - -
Gans on realisation of available-for-sale assets recycled through the income statement {1298} 1935
Pre-taxation {1 399) 1628
Taxation effect 101 307
Fair value moverments on avalable-for-sale assets taken directly to other comprahensive income {20 268) 4217)
Pre-taxation {25 140) 5 344)
Taxation effect 4 872 1127
Remeasurement of net defined pension asset 4738 6 340
Pro-taxation 5685 5247
Taxation efiect (957) 1093
Statement of changes in equity taxation effects

Share-based payment IFRS 2 adjustment 27 706 35050
Pre-taxation 23010 30890
Taxation effect 4 696 4160
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2016 2015
For the year to 31 March Pence Pence
£°000 per share Total per share Total
9. Dividends
Ordinary dwidend
Fial drnadend for pnor year 15 46 367 110 45 836
Intenm dnadend for current year 95 57 424 85 51232
Total dividend attnibutable to ordinary shareholders
recogrused tn current financial year 210 103 7N 195 97 068
The directors have proposed a final dvmdend in respect of the financial year ended 31 March 2016 of 11 & pence per ardinary share
{31 March 2015 11 5 pence)
This will be paid as follows
¢ For Investec plc non-South African shareholders, through a dvidend paid by Investec plc of 11 5 pence per ordinary share
s For Investec plc South Afncan shareholders, through a dmdend payment by Investec plc of 2 0 pence per ordinary share and
through a dmidend payment on the SA DAS share of 3 5 pence per ordinary share
The final dividend will be payable on 10 August 2016 to shareholders on the register at the close of business on 29 July 2016
subject to shareholder approval at the annual general meeting on 4 August 2016
2016 2015
For the year to 31 March Pence Cents Pence Cents
£000 per share per share Total per share per share Total
Perpetual preference dividend
Final dvidend for prior year 748 445 Q7 1648 748 41058 1641
Interim dividend for current year 752 470 25 1555 7 52 433 65 1674
Total dimdend attnbutable
to perpetual preference
shareholders recognised in
current financial year 1500 915 32 3203 1500 844 13 3315
The directors have declared a final dwvdend in respect of the financial year ended 31 March 2016 of 7 52055 pence ({Investec plc
shares traded on the JSE Umited) and 7 52055 pence (Investec plc shares traded on the Channel Island Stock Exchange), and
470 25 cents per perpstual preference share subject to shareholder approval at the annual general mesting on 4 August 2016
The final dmdend will be payable to shareholders on the register at the close of business on Monday 20 June 2016
For the year to 31 March
£'000 2016 2015
Dividend attnbutable to perpetual preferred securities 10056 11213
The €200 000 000 fixed/fioating rate guaranteed, non-voting, non-cumulative perpetual preferred secunties paid dividends of
7 075% in both years as set out In note 45
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Faor the year to 31 March

£'000 2016 2015
10. Operating lease income and expenses
Operating lease expenses recognised In operating costs expenses
Minimum lease payments 21442 20111
Sub-lease incorne (3115) -
18 327 20111
Operating lease Income recognised in Income
Minimum leass payments 2250 5830
Sub-lease payments {48) -
2202 5830

The majority of the operating lease expenses i the group relate to leases on property

Rental ncome from leasing motor vehicles and properties 1s icluded i ‘other operating mcome' and “fee and commission Income’

respectvely
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At farr value through
profit or loss
For the year to 31 March Designated
£'000 Trading  at inception
11. Analysis of income and impairments by category of
financial instrument
2016
Net interest iIncome {12 978} 320
Fee and commission income 56 030 19
Fee and commission sxpense 50 {4)
Investment Income 1593 22 375
Trading incoma ansing from
- customer flow 80623 554
- balance sheet management and other trading activities {8 506) (1 534)
Other operating sncome - (1135)
Total operating income before imparment losses on loans and advances 125812 20 595
Imparment losses on loans and advances - -
Operating iIncome 125812 20 595
2015
Net interest income {23 349 2086
Fea and commission Income 54 821 15807
Fee and commission expense {871) -
Investment Incomea 1211 (3 262)
Trading Income ansing from
- customer flow 78657 8547
- balance sheet management and other trading activities (25 999) {3 274)
Cther operating income - 136
Total operating income before impairment losses on loans and advances 84 370 5740
Impairment losses on lpans and advances — -
QOperating income 84 370 5740
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Financial
habidities at
Held-to- Loans and Available- amortised  Non-financial Other fee

matunty recevables for-satle cost instruments income Total
- 494 699 21439 (246 238) 965 2738 260 945

- 60 423 - 2851 13 035 681386 813 744
- 3947 - (2 189) (1513) (104 277} {103 986}

- 34 815 2891 - 436 10 62 120

- - - 2 201 - 303 92 681
- 2 397 (558) 109 - 109 (7 983)

- - - 1678 10310 - 10 853

- 596 281 23772 (241 588) 23233 580 269 1128 374
- (84 217) - - - - (B4 217}

- 512 064 23772 (241 588) 23233 580 269 1044 157
567 560 307 24 357 (272 048) - 5 562 327 482
- 96 150 147 2945 21 297 B67 638 B44 505
- (8 445) - (5 633} {3 185) (95 174) (113 408}

- {11 408) 463 - 10786 - (2 210)

- - - 1055 - - 88 259

- 1271 (103} 81) - - (28 186)

- - - - 10 503 - 10 639
567 667 875 24 864 (273762) 39 401 578 026 1127 081
- {98 768) {3 939) - - - {102 707)
567 569 107 20 925 {273 762} 38401 578 026 1024 374
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At tfarr value through

profit ar loss
2
2
?C_, Total
% At 31 March 2016 Desrgnated Available- nstruments
2 £'000 Trading  at inception for-sale  attfair value
o]
’; 12. Analysis of financial assets and
zZ liabilities by category of financial
& instrument
ﬁ Assets
Cash and balances at central banks 1123 - - 1123
Loans and advances to banks - 106 426 - 106 426
Reverse repurchase agreements and cash collateral on
securities borrowed 157 565 - - 157 565
Soverergn debt securities - - 1252991 12562 991
Bank debt secunties - - 12 076 12076
Other debt securities - 118 536 65 809 184 345
Dervative financial nstruments* 837 558 - - 837 558
Secuntes ansing from trading actvities 321 251 203 093 - 524 344
Investment portfclio - 395 430 55 570 451 000
Loans and advances to customers - BY 270 - 87 270
Other loans and advances - - - -
Other secuntised assets - 147 580 - 147 590
interests in associated undertakings - - - -
Deferred taxation assets - - - -
Other assets 301 426 37 231 - 338657
Property and equipment - - - -
Investment propertias - - - -
Goodwl - - - -
Intangible assets - - - -
1618923 1095576 1 386 446 4100 945
Liabilities
Deposits by banks - - - -
Denvative financial instruments™ 964 362 - - 964 362
Other trading llabiities 226 598 - - 226598
Repurchase agreements and cash collateral on secunties lent 154 142 - - 154 142
Customer accounts (deposits) - - - -
Debt secunties In Issue - 358 548 - 358 548
Labilities ansing on securtisation of other assets - 120617 - 120617
Current taxation liabdities - - - -
Deferred taxaton labiities - - - -
Other liabilities - - — -
1345102 479165 - 1 824 267
Subordinated labilities - - - -
1345102 479165 - 1 824 267

Denvative financal instruments have been classified as held for trading and nclude dervaiwves held as hedges
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Financial Total
liabiities at Instruments
Loans and amortised atamortised | Non-financial

receivables cost cost instruments Total
2 636 846 - 2 636 946 - 2 638 068
1006 015 - 1006015 - 1112441
399 4860 - 399 460 - 557 025
- - - - 1252 9M
176 321 - 176 321 - 188 397
209 307 - 209 307 - 393652
- - - - 837 558
- - - - 524 344
- - - - 451 000
7716332 - 7716332 - 7 803 602
417 205 - 417 205 - 417 205
2975 - 2975 - 150 565
- - - 23 587 23587
- - - 85 050 85050
1042 328 - 1042 328 324 218 1705203
- - - 56 374 56 374
- - - 79 051 79051
- - - 356 994 356994
- - - 123 480 123 480
13 606 889 - 13 606 889 1048 754 18 756 588
- 544 210 544 210 - 544 210
- - - - 964 362
- - - - 226 598
- 127 118 127 118 - 281260
- 10 808 980 10 808 980 - 10 808 980
- 1470271 1470271 - 1828819
- - - - 120617
- - - 140 959 140 959
- - - 33834 33834
- 1013 545 1013545 315287 1328 832
- 13964 124 13964124 490 080 16 278 471
- 597 309 597 309 - 597 308
- 14 561 433 14 561 433 490 080 16875780
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At fair value through
profit or loss

Total
At 31 March 2015 Designated Avallable- instruments
£'000 Trading  atinception for-sale  at fair value
12. Analysis of financial assets and
liabilities by category of financial
insirument {ronticd)
Assets
Cash and balances at central banks 1302 - - 1302
Loans and advances to banks - 124 694 - 124 694
Reverse repurchase agreements and cash collateral on
secunties borrowed 397 722 - - 397 722
Sovereign debt secunties - - 1212910 1212910
Bank debt secunties - - 19 553 19 553
Other debt securties - 20535 91 216 111751
Dervative financial nstruments* 775021 - - 775021
Secunties ansing from trading activites 450 959 219339 - 670 298
Invastment portfolio - 348 368 52 573 400 941
Loans and advances to customers - 37 B47 - 37 847
Other loans and advances - - - -
Other secuntised assets - 401 375 - 401 375
tnterests in associated undertakings - - - -
Deferred taxation assets - - - -
Other assets 33 200 21697 - 54 897
Property and equipment - - - -
Invastment properties - - - -
Goodwill - - - -
Intangtble assets - - - -
1658 204 1173 855 1376 252 4 208 311
Liabilities
Depostts by banks - - - -
Denvative financial instruments* 853 3 - - 953 39
Other trading habdries 251 879 - - 251 B79
Repurchase agreements and cash collaterai on securnties lent 488 822 - - 480 B22
Customer accounts (deposits) - - - ~
Debt secunties in 1ssue - 292 682 - 292 682
Liabilities ansng on secuntisation of other assets - 330 526 - 330 526
Current taxation lrabilties - - - -
Deferred taxation llabdities - - - -
Other habilities - 21687 - 21 697
1 695 092 644 905 - 2 339 997
Subordinated habilties - - - -
1 695 092 644 905 - 2339 997

Dernvative financral nstruments have been classified as held for trading and nclude demvativas held as hedges
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Financial Total
habiities at mstruments

Loans and amortised at amorhised | Non-financial
receivables cost cost instruments Total
21786840 - 2179 940 - 2181 242
929 238 - 929 238 - 1053932
10580 483 - 1050 483 - 1448 205
- - - - 1212910
206 720 - 206 720 - 226 273
110734 - 110734 - 222 485
- - - - 775021
- - - - 670 298
- - - - 400 941
7023270 - 7023270 - 7061 117
554 912 - 554 912 - 554 912
10 608 - 10 608 - 411 983
- - - 21931 21931
- - - 73618 73618
1034 255 - 1034 255 246 428 1335 580
- - - 63 069 63 069
- - - 65736 65 736
- - - 356 090 356 090
- - - 136 855 136 855
13100160 - 13100 160 963 527 18 271 998
- 221 666 221 666 -~ 221 666
- - - - 953 3N
- - - - 251879
- 107 437 107 437 - 597 259
- 10 306 331 10 306 331 - 10 306 331
- 1059 632 1056632 - 1352 314
- - - - 330 526
- - - 104 605 104 605
- - - 45 403 45403
- 1109 398 1109 398 306 533 1437 628
- 12 804 464 12 804 464 456 541 15 601 002
- 596 923 596 923 - 596 923
- 13 401 387 13 401 387 456 541 16 197 925
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13. Reclassifications of financial instruments

Dunng the year ended 31 March 2009 the group reclassified certain financal instruments out of far value through profit or loss
Thess assets were onginally classified as held-for-trading but the group's Intentions i regard 1o these assets changed and the
group reclassified £112 3 millton and £7 8 milton to the leans and recevables and available-for-sale classifications, respectively
The amount reclassified reflected the far value of the financial assets at the date of reclassification

The group did not undertake any further reclassifications under the amendment to [AS 39 In the current year and in the pror year

The following table shows carrying values and far values of the assets reclassified

[ 2016 2015
At 31 March Carrying Carrying
£'000 value Faur value value Fair value
Trading assets reclassified to lsans and recevables 9278 5852 21244 21071
9278 5852 21 244 2107

f the reclassifications had not been made, the group's income before tax In 2016 would have increased by £3 3 million
(2015 increase of £15 1 millicn)

In the current year the reclassified assets have contnbuted a £210 000 loss through the margn tine and a gain of £22 3 million
through imparments before taxation In the pnor year, after reclassification, the assets contnbuted a £182 000 loss to through the
margin ne and a gan of £353 000 through impairments before taxation
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14. Fair value hierarchy
The following table analyses recurnng far value measurements for financral assets and financial habilties  These farr value

measurements are categonsed into different levels in the farr valug hierarchy based on the Inputs to the valuation techrique used
The different levels are identified as follows

Level 1 — quoted {unadjusted) prices in acive markets for identical assets or liabifties

Level 2 —inputs other than quoted pnces iInciuded within level 1 that are observable for the asset or llabiity, ether directly
(i e as prices) or indrrectly (i @ denved from pnces)

Level 3 — inputs for the asset or liability that are not based on observable market data (unabservable inputs)

Far value disclosures on investment properties are included in the investment properties note 32 on page 206

Fair value category I

Total
At 31 March instruments
£'000 at fair value Level1 Level 2 Level 3
2016
Assets
Cash and balances at central banks 1123 1123 - -
Loans and advances to banks 106 426 106 426 - -
Reverse repurchase agreements and cash collateral on
secunties borrowed 157 565 - 157 565 -
Sovereign debt secunties 1252 891 1252 991 - -
Bank debt securities 12 076 5044 7032 -
Other debt securities 184 345 2122 171293 10930
Derwvative financial instruments 837 558 1399 786474 49 685
Secunties ansing from trading actvities 524 344 493 654 23234 7456
Investment portfolio 451 000 47 789 258631 377 580
Loans and advances to customers 87 270 - - 87 270
Gther securitised assets 147 590 - - 147 590
Other assets 338 657 338 657 - -
4 100 945 2249 205 1171 229 680 511
Liabilities
Denvatve financial instruments 964 362 - 963 007 1355
Other trading liabtlities 226 598 226 598 - -
Repurchase agreements and cash collateral on securthes fent 154 142 - 154 142 -
Debt secuntias i ssue 358 548 - 358 548 -
Liabities ansing on secuntisation of other assets 120617 - - 120617
1824 267 226 598 1475697 121972
Net financial assets/{liabilies) at farr value 2276 678 2022 607 {304 468) 558 539
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Far value category
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Total

At 31 March instruments

£'000 at far value Level 1 Levet 2 Level 3

14. Fair value hierarchy fouunued
2015
Assets
Cash and balances at central banks 1302 1302 - -
Loans and advancas to banks 124 694 124 694 - -
Reverse repurchase agreements and cash coliateral on
securities borrowed 397 722 - 397 722 -
Sovereign debt secunties 1212910 1212910 - -
Bank debt securties 19 553 12 622 6931 -
Other debt secunties 111751 2083 91035 18633
Dervative financial Instruments 775 021 204 686 513194 57 141
Secunties ansing from trading actvisies 670 298 667 905 2 393 -
Investment portfoho 400 941 67 417 57 652 275872
Loans and advances to customers 37 847 - 1847 36 000
Other secuntised assets 401 375 - - 401 375
Cther assets 54 897 54 897 - -

4 208 311 2348 516 1070774 789 021
Liabilities
Denvative financial mstruments 953 391 328 224 622 5M 2 666
Other trading habilities 251 879 251 879 - -
Repurchase agreements and cash collateral on secunties lent 489 822 - 489 822 -
Debst secunties in issue 292 682 - 292 682 -
Labiities ansing on securiisation of other assets 330 526 - - 330 526
Other labilities 21697 21697 - -
2339997 601 800 1 405 005 333192

Net financial assets/(habilities) at fair value 1 868 314 1746 716 (334 231) 455 829

The group transfers batween levals within the farr value hierarchy whan the observability of inputs change or if the valuation
methods change

TRANSFERS BETWEEN LEVEL 1 AND LEVEL 2

Dunng the year denvative financial assets and labilites 1o the value of £116 9 milkon and £210 3 millon respectively were transferred
from lavel 1 to level 2 to reflect the level of modeling which 18 now being used to armve at the fair value There were no significant
transfers between level 1 and level 2 in the prior year
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Total Far value
level 3 profit Available-
financial and loss for-sale
instruments instruments  mstruments
14. Fair value hiera ['Chy frontined)
The following tabla is a reconcilation of the epening balances to the closing
balances for tar value measurements in level 3 of the fair valua hierarchy
Balance as at1 Apnl 2014 500982 475 837 25145
Total gains 73890 72063 1827
In the income statament 73 464 72 063 140
In the statement of comprehenswve Income 426 - 426
Purchases 108 725 78 842 29883
Sales (251 078) (213 875} (37 203
Issues (B0S) (805) -
Settlements {59 954) (43 525} (16 429)
Transiers into level 3 62 706 20577 42 129
Transfers out of level 3 2356 2 356 -
Fareign exchange adjustments 19 007 13 589 5418
Balance as at 31 March 2015 455 829 405 059 50 770
Total gains or (osses) {3 032} & 197) 3165
In the income statement (2 760) (6 197) 3437
In the statement of comprehensive Income (272) - (272)
Purchases 148 576 139 632 8944
Sales (240 479) (238 022) {2 457)
Issues 79 79 -
Settlemants 166 458 177 321 {10 863)
Transters into lavel 3 26 344 23608 2736
Transfers out of level 3 (4 607} 4 607) -
Foreign exchange adjustments 9 371 6147 3224
Balance as at 31 March 2016 558 539 503 020 55519

The group transfers between levels within the far value hierachy when the observability of inputs change or i the valuation
methods change

For the year ended 31 March 2016, £4 & millon of assets were transferred from level 3 into leve! 2 (31 March 2015 liabilities of
£2 4 milkon} In the current and prior year the valuaton methodologies were rewiewed and observable inputs are used fo determine
the far value

There were transfers from level 2 to the level 3 category to the value of £26 3 millon (31 March 2015 £62 7 milion) because the
significance of the unobservable inputs used to determine the far value increased significantly to warrant a transter
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14. Fair value hierarchy fonunmed)

The following table quantifies the gains or {losses) included in the Income statement and other comprehensive income recogrised

on level 3 financial nstruments

For the year to 31 March

£'000 Total Realised Unreahsed

2016

Total gains/{losses) included in the iIncome statement for the year

Net nterest Income 238 238 -

Fee and commission INCoMe 4938 4 938 -

Investment income 2322 {8 118) 10 440

Trading income ansing from customer flow (10 258) {10 962) 704
{2 760) {13 904) 11144

Total gans/{losses) included in other comprehensive income for the year

Gains on realisation of avalable-for-sale assets recycled through the

incoms statement 3437 3437 -

Fair value movements on avalable-for-sale assets taken directly to cther

comprehensive Income (272) - 272)

3165 3437 (272)

2015

Total gains/{losses) included In the income statement for the year

Fee and commission income/{expense) 7 859 (51} 7910

Investment income 57 364 50 348 (1984)

Trading income ansing from customer flow BB16 - 8616

Trading income ansing from balance sheet management and other

trading actmties 877 ar7 -

Other operating Incoms (1252) - (1252)
73 464 60174 13 290

Tota! gains included in other comprehensive income for the year

Gains on realisation of avallable-for-sale assets recycled through the

ncome statement 140 1401 -

Fair value mavements on avallable-for-sale assets taken directly to other

comprehensive income 428 - 426

1827 1401 4286
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14. Fair value hierarchy foumued)
LEVEL 2 FINANCIAL ASSETS AND FINANCIAL UIABILITIES

The following table sets out the group’s principal valuation techniques as at 31 March 2016 used in determining the far value of its
financal assets and financial labilties that are classtfied within level 2 of the far valus hierarchy

Valuation basis/techniques

frontinued}

Main assumptions

Reverse repurchase agreements
and cash collateral on
securities borrowed

Bank debt secunties

Other debt securties

Derwvative financial instruments

Secunties ansing from trading
activiies

Investment portfolio

Discounted cash flow model, Hermite
intemolation, Black-Scholes

Black-Scholes
Discounted cash flow model

Discounted cash flow modcel

Discounted cash flow modsal, Hermite
nterpolation, industry standard denvative
prcing models including Black-Scholes

Standard industry denvative pricing model

Discounted cash flow model, net asset,
value model
Comparable quoted inputs

Discount rates

Volatilties
Discount rates, swap curvas and NCD
curves

Discount rates, swap curves and NCD
curves, external prices, broker quotes
Discount rate, nsk-free rate, volatlities, forex
forward points and spot rates, interest rate
swap curves and credit curves

Interest rate curves, Implied bond spreads,
equity volatilties

Discount rate and fund unt pnce
Net assets

Derwative financial instruments

Repurchase agreements and cash
collateral on secuntias lent

Debt secunties in i1ssue

Discounted cash flow model, Hermite
interpolation, industry standard denvative
pneing modals Including Black-Scholas
Biscounted cash flow model, Hermite
nterpalation

Discounted cash fiow model

Discount rate, nsk-free rate, volatiihes, forex
forward points and spot rates, interest rate
swap curves and credit curves

Discount rates

Discount rates
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14. Fair value hierarchy onmaed)
SENSITMTY OF FAIR VALUES TO REASONABLY POSSIBLE ALTERNATIVE ASSUMPTIONS BY LEVEL 3

INSTRUMENT TYPE

The far value oi financial nstruments in level 3 are measured using valuation techniques that incorporaie assumptions that are not
evidenced by pnces from observable market data The following table shows the sensitwty of these far values to reasonably possible
alternative assumptions, determined at a transactional level

Reflectad in iIncome

statement
£'000
Balance Stgnificant Range which Un-
sheet value unobservable input unobservable input has Favourable | favourable
At 31 March 2016 £'000 changed been stressed changes changes
Assets
Other debt securties 10930 525 (796)
Cash flow adjustments (1%) - 1% 525 472)
Other (5%) - 5% - (324)
Dervatrve financial instrurnants 49 685 8 258 (5 454)
Volatities (2%) - 2% 2471 {1 015)
Cash flow adjustments (1%} - 1% 834 {1 701)
Other (10%) - 10% 4 953 {2 738)
Secunties ansing from trading
actvities 7456 Cash flow adjustments {1%) - 1% 1380 (1050
Investment portfolio 345 964 44 963 (28 612)
Pnce earnings multiple (10%) - 10% 232 {355)
EBITDA {10%) - 10% 3971 3917)
Other® A 40 760 {24 340)
Loans and advances to customers 87 270 1550 (9 400)
Discount rates (5%) ~ 5% 1550 (987)
Other (5%) - 5% - {8 413}
Other secuntised assets” 147 580 2825 {2 876)
Cash flow adjustments (1%) - 1% 1569 (1727)
Other (1%) - 1% 1256 (1.149)
Liabilities
Dervative financial instruments 1355 1667 (797)
Cash flow adjustments {1%) - 1% 1661 {790)
Volatities (2%} — 2% 6 {7}
Liabilities anging on secuntisation
of other assets* 120 617 Cash flow adjustrents (1%) - 1% 1356 {1 254}
Net level 3 farr value through
profit or loss assets 526 922 62 524 (50 239)
Reflected in other
comprehensive income
£'000
Balance Significant Range which Un-
sheet value unobservabte unobservable input Favourable | favourable
At 31 March 2016 £'000 input changed has been stressed changes changes
Assets 5 668 (2 300
Investment portfolio 31616 | EBITDA (10%) - 10% 2418 (1 340)
Othera A 3250 {960)
Total net level 3 assets 558 539

The sensitrity of the fair value of habiiities ansing on secuntisation of other assets has been considered togethor with other secuntised assats

A Other — The valuation sensitmty for the privata equity and embedded denvatives [profit share) portfohos has been assessad by adjusting vanous
inputs such as expected cash flows discount rates earmings muthples rather than a single input it i1s deemed appropnate to reflect the outcoma on
a portfolo basis for the purposes of this analysis as the sensitaty of the investments cannot be deternuned through the adjustment of a single input
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14. Fair value hierarchy gontnaed)

Reflected in Income

statement
£000
Balance Significant Range which
sheet value unobservable input uncbservable input has  Favourable |Unfavourable
At 31 March 2015 £'000 changed been stressed changes changes
Assets
Other debt secunties 18 633 156 (205)
Discount rates {5%) - 5% 14 {60)
Credtt spreads {2%) —3% 114 (128)
Other {6%) - 5% 28 {17)
Dervative financial
msiniments 57 141 5858 14 54A0)
Drscount rates 5%) - 5% 358 (283)
Volatiities {4%) - 3% 626 (1536)
Credtt spreads - {5)
Cash flow adjustments {3%) — 8% 7 &
Other {11%} — 10% 4 867 2710
Investment portfolio 236 930 54 088 (12 515)
Pnce earnings muttiple {10%) - 10% or 1517 {1210)
EBITDA b5x EBITDA 6 958 {2 640)
Other {10%) — 10% 45613 {8 665)
Loans and advances o
customers 36000 6 500 {1347)
Cash flows {5%) - 5% 5 407 -
Other {9%) - 3% 1093 {1347)
Other securtised assets*® 401 375
-6 months/+ 12-month
Credt spreads adjustment to COR curve 5228 (167)
bLiabilities
Denvatve financial
instruments 2666 Cash flow adjustments (2%) - 1% 1830 (1 442)
Liabiities ansing on
sacuntisation of other Credn default rates, loss
assets” 330526 seventy, prepayment rates®  {5%) - 5% 5228 {167)
Net level 3 {ar value
through profit or loss
assets 416 887 78 888 (20 383)

Reflected in othar
comprehensive income

£000
Balance Range which

sheet value Significant unobservable unobservable input has Favourable | Unfavourable
At 31 March 2015 £'000 input changed been stressed changes changes
Assets

(10%) - 10% or 2 658 {2 058)

Investment portfolio 38 942 [EBITDA 5x EBITDA
Total net level 3 assets 455 829

.

The sensitraty of the fair value of habilities ansing on securtisation of other assets has been considered togather with other secuntised assets
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14, Fair value hierar(.'.ll.\’ {eontinned)

In determireng the value of level 3 financial Instruments, the following are the pnncipal Inputs that can require judgemert

CREDIT SPREADS

Credit spreads reflect the additional yield that a market parbicipant would demand for taking exposure to the credit risk of an
instrument The credit spread for an instrument forms part of the yield used in a discounted cash flow calcutation In general,
a significant increase in a crednt spread tn 1solation will result In @ movement in fair value that s unfavourable for the holder of a
financial nstrument It 1s an unohsarvable input Into a discounted cash flow valuation

DISCOUNT RATES

Discount rates are the interest rates used to discount future cash flows in a discounted cash fliow valuation method The discount
rate takes into account tme valua of meney and uncertainty of cash flows

VOLATILITIES

Volatiity 1s a key input in the valuation of denvatve products containing optionality Volatlity 1s a measure of the vanability or
uncertainty in returns for a gven denvative underlying ¥ represents an estimate of how much a particular undertying instrument,
parameter of ndex will change in value over tme Volatiities are a key input into the Black-Scholes valuation method

CASH FLOWS

Cash flows relate to the future cash flows which can be expected from the instrument and require Judgement Cash flows are wput
Into a discounted cash flow valuation

PRICE EARNINGS MULTIPLE

The pnce-to-earnings ratio 1S an equity valuatron multiple used in the adjustment and underiying market prices It is a key driver in
the valuation of unlisted investments

EBITDA

Earnings before interest, taxes, depreciation and amortisation This 1s the main input into a price eamings multiple valuation method
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Level within the fair value hierarchy J

At 31 March Canrying
£'000 amount Fair value Level 1 Level 2 Level 3
15. Fair value of financial
instruments at amortised
cost
2016
Assets
Cash and balances at central banks 2 636 946 2 636 946 A A A
Loans and advances to banks 1 006 015 1 G06 006 996 266 9740 -
Reverse repurchase agreernents and cash
collateral on secunties borrowed 359 460 369 460 A A A
Bank debt secunties 176 321 192 775 53123 139 652 -
Other debt securties 209 307 1985 201 - 138 385 56 816
Loans and advances to customers 7716332 7 738 359 763 819 200 936 8773 604
Other loans and advances 417 205 393 199 10403 241 946 140 830
Other securitised assets 2975 2975 2975 - -
Other assets 1042 328 1042 099 713 526 318 393 10180
13 606 889 13 607 020
Liabihties
Deposits by banks 544 210 551 273 431 346 21748 98179
Repurchase agreements and cash collateral on
secunties lent 127 118 127 118 A A A
Customer accounts (deposns) 10808 980 10823 145 7114 534 370861 -
Debt sscunties in 1ssue 1470271 1439 975 287 120 1085321 67 534
Other liabilties 1013545 1013354 649 483 323 541 40 330
Subordinated habilities 597 309 689074 B89 074 - -
14 561 433 14 643 939

* Financial instruments for which fair value approximates carrying value

For financial assets and financial lablities that are lquid or have a short-term matunty less than three months) it 1s assumed
that the carrying amaunts approximate therr far value and have been reflected in level 1 This assumption also applies to
demand deposits, savings accounts without a specific maturity which are included in customer accounts {deposits) and
variable rate instruments

FIXED RATE FINANCIAL INSTRUMENTS

The far value of fixed rate financial assets and financial habilites cammed at amortised cost are estimated by companng spreads
earned on the transactions with spreads earned on similar new transactions entered into by the group The estimated far value of
fixed interest-beanng deposits 1s based on discounted cash flows, using prevarling money market interest rates for debts with similar
credit nsk and matunty For quoted sub-debi issued, the far values are calcutated based on quoted market prnces For those notes
1ssued where quoted market pnces are not avalable, a discounted cash flow model s used based on a current interest rate yield
curve appropnata for the remaining term o maturity

Certain financial instruments that would normally be camed at far value continue to be recognised at transaction pnce This occurs
when the fair value would normally be determined using valuation techmiques which cannot be relied on due to insufficient externat
inputs This results In gains or losses which have not been recognised on batance sheet
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Level within the fair value hterarchy

At 31 March Carmying
£000 amount Farr value Level 1 Level 2 Level 3
15. Fair value of financial
instruments at amortised
cosl {eontinued)
2015
Assets
Cash and balances at central banks 2179940 2179940 A A A
Loans and advances to banks 929 238 929 238 834 868 94 370 -
Reverse repurchase agreements and cash
collateral on secunties borrowed 1050 483 1050 753 A A A
Bank debt secunties 206 720 225 508 - 225 508 -
COther debt securties 110734 103 817 - - 103 817
Loans and advances to customers 7023270 7 086 995 667 321 383102 6006 572
Other loans and advances 554 912 600 651 27 040 10 854 562 758
Other secuntised assets 10 608 10 608 10 608 - -
Other assets 1034 255 1034 130 822 276 155378 56 476
13100160 13 201 641
Liabilities
Deposits by banks 221 666 221 666 140 272 8577 72817
Repurchase agreemants and cash collateral
on securities lent 107 437 107 437 A A A
Customer accounts (deposits) 10 306 331 10 285 033 5862178 4422 855 -
Debt secunties in issue 1 059 632 1167 608 30600 787 766 349 242
Other habiities 1108 398 1107 31 856 392 206 833 44 076
Subordinated labilities 596 923 591185 591 185 - -
13 401 387 13 480 230
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15. Fair value of financial instruments at amortised cost (connucd)
The following table sets out the group’s principal valuation techniques used in determining the far value of its financial assets and

financial labilities

Leans and advances to banks

Bank debt secunties

Other debt secunties

Loans and advances to customers
Other loans and advances

Other secuntised asssts

Other assets

Deposits by banks

Customer accounts {deposits)

Debt secunties in issue

Other habilities

Subordinated habilities

Calcutation of the present value of cash flows, discounted as appropriale.

Valued using a cash flow model of the bonds, discounted by an obsarvable market
credit curve

Priced with refarence to simular trades in an observable market
Calculation of the present value of future cash flows, discounted as appropnate

Calculation of the present value of future cash flows, discounted as appropnate

SINIWILYIS TWIONYNG TYINNY ’

Calculated using a model based on future cash flows
Calculation of the present value of future cash flows, discounted as appropriate
Calculation of farr value using appropnate funding rates

Where the deposits are short term in nature, carrying amounts are assumed to
approxmimate farr value Where deposits are of longer-term matunties, thay ara valued
using a cash flow model discounted as appropnate

Where the debt secunties are fully collateralised, far value 1s equal to the camying value
Other dabt securties are valued using a cash fiow model discounted as appropnate to
the secunties for funding and nterest rates

Where the other habilities are short term in nature, carrying amounts are assumed
to approximate fair valug

Valued wih reference to market prices
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Change n farr value
Fair value adjustment | attnbutable to credit nsk

Maximum
At 31 March Carmrying exposure to
£'000 value Yeartodate Cumulative Yeartodate Cumulative credit nsk
16. Designaied at fair value:

loans and receivables

and financial liabilities

Loans and receivables designated at
fawr value through profit or loss

20186

Loans and advances to customers 87 270 {2 752) {30 284) - - 33 804

Other secuntised assets 136 909 (13 541) (29 938) (13541} (29 938) 138 909
226179 (16 293) {60 222) {13 541) (29 938) 1727113

2015

Loans and advances to customers 37847 {B65) 1197 - - 36 039

Other securtised assets 401 375 {38 703) (20 293) (38 703) (22 461) 399 207
439 222 {39 368) {19 096) (38 703} (22 461) 435 246

Financial habilties designated at far value through profit or loss

Change in fair value
Farr value adjustment | attnbutable to credsit nsk

Remaining
contractual
amount to
At 31 March Carrying be repaid
£'000 value atmatunty Yeartodate Cumulative Yeartodate Cumulative
2016
Debt secunties n 1ssue 358 548 366 400 {7 416} 21143 {7 406) {3632)
Liabiities ansing on secumisation
of other assets 120617 139 851 {6 019} {19 549) 6 019) (19 549)
479165 506 251 (13 435) 1594 {13 425) {23181)
2015
Debt secunties in 1ssue 292 682 285039 {8573) 7 643 2722 {7 800)
Liabidties ansing on secuntisation
of other assets 330526 365 282 30011 {34 755) 30011 {34 755)
Other labities 21697 21697 - - - -
644 905 672018 21438 27 112) 27 289 (42 445)

Ghanges in farr value due to credd nsk are determined as the change In the farr value of the financial instrument that s not
attnbutable to changes in other market inputs
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At 31 March
£000 2me 2015

17. Cash and balances al central banks
The country nsk of cash and balances at central banks lies in the following geographies

United Kingdom 2589087 2 146 946
Europe {exciuding UK) 48 982 34 296
Total 2 638 069 2181 242
At 31 March
£'000 2016 2015

18. Loans and advances (o banks
The country nsk of loans and advances 1o banks lies in the following geographies

South Afnca 9783 4110
United Kingdem 629 487 651 100
Europe {excluding UK} 259 863 140080
Australia 67 958 92 766
United States of Amerca 116 797 133 282
Other 28 553 32 594
Total 1112441 1 053 932

At 31 March

£000 2016 2015

19. Reverse repurchase agreements and cash collateral on
securitics borrowed and repurchase agreements and
cash collateral on securities lent

Assets
Reverse repurchase agresments 476 308 1360 696
Cash coltateral on secunties borrowed 80 717 87 509

557 025 1448 205

As part of the reverse repurchase and securities borrowing agreements, the group has receved
securities that it 1s allowed to sell or repledge £228 3 mullion (2015 £480 6 milhon) has been
resold or repledged 1o third parties in connection with financing actmties or to comply with
commitments under short sale transactions

Liabilities
Repurchase agreements 154 142 489 822
Cash collateral on securtties lent 127 118 107 437

281 260 597 259

The assets transferred and not derecognised in the above repurchase agreements are far valued at £283 9 million
{2015 £366 6 millon) They are pledged as security for the term of the underlying repurchase agreement
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At 31 March
£'000 2016 2015
2 20. Sovereign debt securities
5 Floating rate notes 5 -
2 Government securies 643 352 613272
E Treasury biis 609 634 599 638
g 1252 991 1212910
% The country nsk of the sovereign debt secunties lies in the foowing geographies
g Untted Kingdom 1235317 1196 877
g Europe {excluding UK)* 17 674 16 033
0 1252 991 1212910
Where Europe {excluding UK} includes secunties heid largely in The Netherfands, Germany Belgium and France
At 31 March
£'000 2016 2015
21. Bank debt securities
Bonds 57 164 95 431
Fioating rate notes 131233 130 842
188 397 226 273
The country nsk of bank debt secunties lies in the foowing geographies
South Afnca 7033 693
United Kingdom 82 520 120 757
Europe (excluding UK) 98 844 98 585
Total 188 397 226 273
At 31 March
£'000 2016 2015
22. Other debt securities
Bonds 303 687 119618
Commercial paper 22100 -
Floating rate notes - 12994
Asset-based secunties 65 743 87 790
Other mvestments 2122 2083
393 652 222 485
The country nisk of other delet secunties Yies in the following geographies
Untted Kingdom 150378 126 031
Europe {excluding UK} 146 405 61357
Australia - 192
United States of Amenca 58 B804 17014
Other 38 067 17 891
Total 393 652 222 485
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The group enters Into vanous contracts for denvatives both as pnncipal for trading purposes and as custorner for hedging foreign
exchange and interest rate exposures Thesa include financial futures, options, swaps and forward rate agreements The nsks
associated with dervative instruments are monitored 1n the same manner as for the undertying instruments Risks are also measurad

across the product range n order to take into account possible correlations

In the tables that follow, notional pnncipat amounts Indicate the volume of business outstanding at the balance sheet date and do
not represent amounts at nsk The far value of a dervative financal instrument represents the positive or negative cash flows which
would have occurred had the nghts and oblgations ansing from that instrument been closed out by the group in an orderly market

transaciion at the balance sheet date

2016 2015 |
Notional Notional

At 31 March pnncipal Positive Negative principal Positive Negative

£'000 amaounts farr value fair value amounts fair value far value
Foreign exchange denvatives

Forward foreign exchange contracts 13 249 208 187 454 218032 9 754 B55 146 952 187 175
Currency swaps 721710 55372 60 032 397 942 17 442 17 304
OTC options bought and sold 3263 811 64 499 40630 | 5036568 103 811 96178
Cther foreign exchange contracts 16413 230 - - 6 1826
OTC denvatives 17 251 142 307 555 318694 | 15189 365 268 211 302 483
Interest rate denvatives

Caps and floors 2929 163 39 855 7972 1265153 29 667 1592
Swaps 14 720 572 161 B25 170649 | 11 862 050 127 615 171 511
Forward rate agreements - - - 26 192 21 -
OTC derivatives 17 649 735 201 480 178621 | 13153 395 157 303 173103
Equity and stock index denvatives

OTC options bought and sold 2274 481 68 223 66 917 1 756 450 66 772 145219
Equity swaps and forwards 16 071 - - 28 428 - 11
OTC denvatives 2 290 552 68 223 66 917 1784 878 66 772 145 230
Exchange traded futures 295 222 1834 1271 1023132 4 368 4078
Exchange traded options 5763 502 169 628 352743 6 063 785 177 251 289 916
Warrants 321 321 - 965 965 -

8 349 597 240 006 420931 8 872760 249 356 439 222
Commodity denvatives
QOTC options bought and sold 13 309 673 673 157N 483 483
Commodity swaps and forwards 636 104 39929 35363 1109 951 49318 33 846
OTC denvatives 649413 40 602 36 036 1125 652 49 801 34 329
Credit denvatives 592 204 15334 10 080 423 062 15204 4254
Embedded denvatives* 32 581 - 35146 -
Derivatives per balance sheet 837 558 964 362 775021 953 391
Mainly includes profit shares receved as part of lending transactions
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At 31 March
£'000 2016 2015
24. Securilics arising from trading activities
Bonds 194 485 138 885
Government securtias 198 181 380274
Listed equities 130013 148 746
Uniisted equities 329 -
QOther investments 1336 2393
524 344 670 298
At 31 March
£'000 2016 2015
25. Investment portfolio
Listed equities 87 940 113120
Uniisted equities* 363 060 287 821
451 000 400 941
Unisted equrties inciudes loan instruments that are convertible into equity
At 31 March
£'000 2016 2015
26. Loans and advances to cusiomers and other
loans and advances
Gross foans and advances to customers 7946 793 7 249 561
Imparments of loans and advances to customers {143 191) (188 444)
Net loans and advances to customers 7 803 602 7 061 117
Gross other [oans and advances 424 080 584 904
Impairments of other loans and advances (6 885) (29 992}
Net other loans and advances 417 205 554 912

Q For further analysis on loans and advances refer to pages 67 to 75 in the nsk management section
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At 31 March

£000 2016 2015

26. Loans and advances (o customers and other
loans and advances fonmncd)
Specific and portfolic impairments
Reconciliation of movements In specific and portfolio impairments
Loans and advances to customers
Specific impairment
Balanca at the beginmuing of the year 154 262 176 589
Chargs to the ncome statement 102 748 79 503
Reversals and recovenes recognised in the income statement {3 963} (7 870)
Utilsed {137 058) (83 341)
Disposals - (1432)
Exchange adjustment 5802 (9 187)
Balance at the end of the year 121 791 154 262
Partfolio impaiment
Balance at the beginning of the year 34182 16 098
Charge 10 the ncome statement (12 831) 19 240
Oisposals - (1 127)
Exchange adjustment 49 29
Balance at the end of the year 21400 34182
Other loans and advances
Specific impairment
Balance at the beginning of the year 29 160 85974
Charge to the Income statement (1675) 11158
Utiised (21 650) (8 314)
Disposals - (56 653}
Exchange adjustment 277 {3 005}
Balance at the end of the year 6112 29160
Portfolio impairment
Balance at the beginning of the year 832 116 954
Charge to the Income staternent {62) 4 703
Disposals - (120 826)
Exchange adjustment 3 1
Balance at the end of the year 773 832
Total specific impairments 127 902 183 422
Total portfolio imparments 22173 35014
Total impairments 150075 218 436
Interest Income recogmised on loans that have been impaired 3514 6480
Reconciliation of Income statement charge
Loans and advances to customers 85 954 90 873
Specrfic imparment charged to income statement 98 785 71633
Portfaliy impament charged to income statement {12 831) 19 240
Secuntised assets (refer to note 27} - (4 027)
Specific impairment charged {0 income statement - 3 860
Portfolio impairment charged to income statement - (7 887)
Other loans and advances (1737} 15 861
Specific iImparment charged to income statement {1675} 11158
Portfolio impairment charged to income statement {62) 4703
Total income statement charge 84 217 102 707
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At 31 March
£'000 2016 2015
27. Securilised assets and liabilities arising
on securitisation
Other secuntised assets are made up of the following categores of assets
Cash and cash equivalents 2975 10608
L.oans and advances to customers 138910 401 375
Othar debt secunties 8680 -
Total other secunitised assets 150 565 411 983
The associated labilties are recorded on balance sheet in the following line tems
Liabities ansing on secuntisation of other assets 120617 330 526
Specific and portfolio iImpairments
Reconciltation of movements in specific and portfolio iImparrments of assets
that have been secuntrsed
Specific impatrment
Balance at the beginning of the year - {3 380)
Charge to the income statement - 3941
Utdised - 5215)
Recovenes - (81)
Disposals - 4735
Balance at the end of the year - -
Portfolic impairment
Balance at the beginning of the year - 30 543
Charge to the iIncome statement - {7 887}
Disposals - (22631}
Exchange adjustment - (25)

Balance at the end of the year

Total portfohio and specific imparrments on balance sheet

2452
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At 31 March

£'000 20186 2015

28. Interests in associated undertakings
Interests in associated undertakings consist of
Net asset value 16 564 14 897
Goodwil 7023 7034
Investment in associated undentakings 23 587 21 931
Associated undertakings comprise unlisted investments
Analysis of the movement in our share of net assets
At the beginning of the year 14 897 14 300
Exchange adjustments 294 343
Disposals - {255)
Acguisttions - 124
Increase in investment 969 -
Operating iIncome from associates (included in other operating income) 2321 1833
Dmdends receved (1817) {1 548)
At the end of the year 16 564 14 897
Analysis of the movement In goodwill
At the beginning of the year 7034 7 066
Exchange adjustments (11} (32)
At the end of the year 7023 7034
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At 31 March
£'000 2016 2015
29. Deferred taxation

Deferred taxation assets 85 050 73618
Deferred taxation habilities {33 834} (45 403)
Net deferred taxation assets 51 216 28 215
The net deferred taxation assets anse from
Deferred capial allowances 34 827 30 540
Incomea and expenditure accruals 11 356 92)
Asset In respect of unexpired options 26 766 23052
Unrealised far value adjustments on financial mstruments (1 288) {1072)
Losses camed forward 9754 8153
Liability In respect of pensions surplus (8 365) (6 553)
Asset In respect of pension contnbutions - -
Deterred tax on acquired intangibles (20 987) {25617)
Debt buyback - (170)
Other temgorary differences (847) (26)
Net deferred taxation assets 51 216 28215
Reconcihation of net deferred taxation assets
At the beginrung of the year 28215 35 8563
Charge to ingome statement - current year taxation 21743 {16 486)
Charge direcily n other comprehensive income 1007 5241
Other 17y 2975
Exchange adjustments 422 632
At the end of the year 51 216 28 215

Deferred tax assets are recogrised to the extent 1t Is likely that profits will anise In future penods  The assessment of the Iikelihood of
future profits 1s based on past performance and current projections

Defarred taxation assets are not recognised in respect of capital losses and excess management expenses as crystallisation of
capital gans and the eligibiity of potential losses 1s uncertain

There are trading losses camed forward of £189 4 million (2015 £105 ¢ mullion}, capital losses carned forward of £27 4 mifion
(215 £32 1 millon) and excess management expenses of £11 4 milion (2015 £11 4 millen) on which deferred tax assets have not
been recognised due to uncertanty regarding future profits aganst which these losses can be utlised

The Finance Act 2015 reduced the mamn rate of corporate taxation to 19% with effect from 1 Apnl 2017 and to 18% with effect from
1 April 2020 In addition, the bank corporation tax surcharge of 8% effective from 1 January 2016 was enacied m November 2015
The eflect of these legrstative changes is reflected in the above calculation of the deferred taxatron as the rate was substanitively
enacted before 31 March 2016

On 18 March 20186, the Chancellor of the Exchequer announced a further reduction of the corporation tax rate to 17% effectve from
1 Apnl 2020 This change has not yet been substantively enacted and is therefore not reflected in the above deferred tax asset
The maximum effect on deferred tax of the reduction in the UK corporation tax rate to 17% 1s expected to be £1 6 milion

At 31 March
£'000 2016 2015
30. Other asscts
Settlsment debtors 911 395 887 883
Dealing properties 104 021 125 763
Prepayrments and accruals 109 153 43 096
Pension assets 46 472 35900
Trading Indial margin 301 426 33 200
Crher 232736 209 738
1705203 1 335 580
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At 31 March Freehold Leasehold Furniture Operating
£'000 properties improvements and vehicles Equipment leases™ Total
31. Property and

equipment
2016
Cost
At the beginning of the year 2755 73 668 5886 33 687 25935 141 931
Exchange adjustments - 1369 2 301 - 1672
Addhions - 6125 558 4738 2360 13 781
Disposals - (5 574) {18) {2 094) {19 075} (26 761}
At the end of the year 2755 75588 6428 36 632 9220 130 623
Accumulated depreciation
At the beginning of the year (219) (29 221) {5 537) (25 858) (18 027) (78 862)
Exchange adjustments - {302) - (230 - (632}
Disposals - - 8 1354 14 902 16 264
Depreciation charge for year (47) {5 408) (18Y) {3 336) (2 149) {11 119)
At the end of the year {266) {34 929) {56710} (28 070) {5 274) (74 249)
Net carrying value 2489 40 659 718 8 562 3946 56 374
2015
Cost
At the beginning of the year 2685 69 842 11388 2B 477 32832 145 204
Exchange adjustments 207 {* 135) 27 6) 1¢)] (810)
Disposal of subsidiary
undertakings - - {652} (336) - {888)
Additions - 13152 83 7435 9508 30178
Disposals 117 (8 191) (5 060) {1 883) (16 402} (31653)
At the end of the year 2755 73 668 5 886 33 687 25935 141931
Accumulated depreciation
At the beginning of the year (419) {26 197) 8 137) 21 970) (22 558) {79 281}
Exchange adjustrments 247 251 (10} 89 2 579
Disposals - 1836 2445 1418 6064 11762
Disposal of subsidiary
undertakings - - 536 308 - 842
Depreciation charge for year 47 {65 111) 371) {5701) {1 535) {12 765)
At the end of the year (219) (29 221) {5 537) {25 858) (18 027) (78 862)
Net carying value 2536 44 447 349 7829 7908 63 069

These are assets hefd by the group in circumstances where the group is the fassor

On 3 December 2010, the group acquired a portfolio of operating leased assets compnsing motor vehicles The operating lease
income from this portfolio has been included in other operating income (nota 5) and the depreciation of these operating leased
assets has been shown separatsly on the face of the income statement

Investec pk sdo {excluding lnvestec Limted) annual financal statements 2016 }
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At 31 March

£'000 2016 2015

32. Investment properties
At the beginning of the ysar 65736 81715
Additions 8951 -
Farr value movement 1282 8726
Exchange adjustment 3082 4 705)
At the end of the year 79 051 65 736

All invesiment propertes are classified as level 3 in the fair value hierarchy

Faur value hierarchy = Investment property

For all Investment property that 1s measured at far value, the curent use of the property I1s considered the highest and best use

Properties ars vatued under the ncome capitalisation method and discounted cash flow method (DGF)

Under the income capitalisation method a property's farr value 1s estmated based on the normalised net operating Income

generated by the property, which 15 dwvided by the capitalisation rate

Under the DCF method a property’s far value 1s estimated using explicit assumptions about the benefits and liabiiies of ownership

over the asset’s life Including an exit or terminal value This iInvolves the projection of a senes of cash flows and to this, an

appropnate, market-denved discount rate s applied to establish the present value of the mcome stream

Valuation techniques used to denve level 3 fair values

For all classes of nvestment property, the significant unchservable inputs listed below are used in the income capitalisation method

to determine the far value measurement at the end of tha reporting penod

Significant unobservable inputs

Relationship between unobservable inputs and far value measurement

Expected rental value (ERV)

Increases/(decreases) In ERV would increase/(decrease) estimated fair valua

Equivalent yiekd Increases/(decreases) in the equivalent yield would result in decreases/{increases)

In the estimated far value
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At 31 March
2016 2015
33. Goodwill

Cost
At the beginning of the year 381 890 528 665
Acquisition of subsidianes - 180
Disposals of subsidianes - {145 688)
Exchange adjustments 904 {1 267)
At the end of the year 382794 381 830
Accumulated impairments
At the beginning of the year (25 80O) {101 654}
Income statement amount - {4 375)
Disposals of subsidianes - 80 229
At the end of the year (25 800) (25 800)
Net canrying value 356 994 356 090
Analysis of goodwill by line of business
Asset Managerment 88 045 88 045
Wealth & Investment 242 673 242126
Speciahist Banking 26 276 25919

356 994 356 090

Goodwill 1s tested annually for impairment, or more frequently If evidence exists that goodwill might be impared, by companng the
carrying value to its recoverable amount

The recoverable amount of goodwill 1s determined based on expected cash flows within the cash-generating units of the group 1o
which the goodwill 1s allocated Key assumptions within the calculation include discount rates, growth rates in revenue and related
expenditure and loan impaiment rates

Discount rates are based on pre-tax rates that reflect current market conditions, adjusted for the specific nsks assaciated with
the cash-generating unit Growth rates are based on industry growth forecasts Cash flow forecasts are based on the most
recent financial budgets for the next financial year and are extrapolated for a penod of three to five years, adjusted for expected
future evants

The two most significant cash-generating units gvng nse to goodwill are Investec Asset Management and Investec Wealkth &
Investment (W1} which now includes the business of Willams de Broe (acquired in 2012 as part of the Evolution Group) which was
merged with IWl in August 2012

For Investec Wealth & Investment, goodwill of £236 3 milkon has been tested for impairment on the basis of the cash flow
projections for the next three years discounted at 8 9% (2015 9 9%) which incorporate an expected revenue growth rate of 2% in
perpatuity (2015 2%) The valuation 1§ based on value in use of the businass

Sensitmty analysis has been carned out and 1t has been concluded that no reasonably possible change in the key assurnptions
would cause an imparment to be recogrused

For Investec Assst Management, goodwill of £88 0 milion has been tested for impawrment on the basis of a valuation of the
business based on 3% of funds under management The valuation 1s based on management’s assaessment of appropnate external
benchmarks to estmate the far value less cost to sell business Valuing an asset management business as a percentage of funds
under management, taking into account asset mix, 15 n kne with market practice and the percentage used by management reflects
external transactions that are comparable to Investec Asset Management The valuation would be level 3 in the far value higrarchy

Sensitmty analysis has been camed out and 1t has been concluded that no reasonably possible change in the key assumptions
would cause an imparment to be recogrused
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33 . C OOd ‘Vi l ] ((‘ml!r.rmed)
MOVEMENT IN GOODWILL
2016
There are no significant movements in goodwill dunng the year
2015
Goodwill ansing from acquisiions {£0 18 milion) relates to the acquisition of Mann Island Finance group in Apnl 2014 (as detalled In
note 35)
Goodwill cost and imparment reduced following the disposal of Investec Bank (Australia) bmited and the Kensington Group in 2015
{as detaled in note 35)

Internally
At 31 March Acquired generated Intellectual Management Chent
£'000 software software property contracts retationships Total

34. Intangible asscts
2016
Cost
At the beginning of the year 35 159 61 - 727 187 931 223878
Exchange adjustments 120 - - 69 295 484
Additions 2667 521 - - - 3188
Disposals (200) - - {276) - (476}
At the end of the year 37 746 582 - 520 188 226 227 074
Accumulated amortisation and
impairments
At the beginning of the year (31 150) - - {313 (55 760) (B7 223)
Exchange adjustments (110 - - (30) {135) (275)
Disposals 200 - - 276 - 476
Amortisation (2 095) - - (129) {14 348) (16 572)
At the end of the year (33 155) - - {196) (70 243) (103 594)
Net cammying value 4 591 582 - 324 117 983 123 480
2015
Cost
At the beginning of the year 47 301 - 2034 916 185 084 235335
Exchangs adjustments (1047) - - {104) {569} (1 720)
Acquisition of a subsidiary
undertaking - - - - 3416 3416
Additions 2180 61 - - - 2241
Disposals (13 275) - (2 034} (85) - {15394)
At the end of the year 35159 61 - 727 187 9 223878
Accumulated amortisation and
Impairments
At the beginning of the year {39 827) - 378 {216) (41 566) (81 987)
Exchange adjustments 576 - - (19 186 743
Oisposals 11640 - 378 39 - 12057
Amortisation (3 539) - - {117) (14 380) (18 036}
At the end of the year {31 150) - - (313) (55 760} (87 223)
Net camying value 4009 61 - 414 132171 136 655
Chent refationships all relate to the acquistion of Rensburg Sheppards pic in June 2010 and EVG in December 2011, Investec
Capital Asia Lmited m April 2011 and NCB Group in June 2012
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35. Acquisitions and disposals

2016
Acquisitions
There were no significant acquisitions of subsidianes duning the year ended 31 March 2016

Acquisitions
There were no significant disposals of subsidianes during the year ended 31 March 2016

2015

Acquisitions

In Apnl 2014 the group acquired the entire share capital of Robert Smiuth Group {(Automotive) Limited (the parent of Mann Island
Finance Group) (MIF)

Book value  Faur value of
of assets and assets and

habiiities liabilties

£'000 Totat Tota!
Loans and advances to banks 559 559
Deferred taxation assets 332 332
Other assets 2484 2484
Property and equipment 74 74
Intangible assets - 5824
Goodwill - 180
3449 9453

Current taxation habilites 530 530
Qther Labilities 2 396 2 396
2926 2926

Net assets/fair value of net assets acquired 523 6527
Far value of cash consideraticn 7062
7 062

Loans and advances to banks at acquisition 559
Farr value of cash consideration (7 062}
Net cash outflow (6 503)

For the post-acquisiton penod of 8 Apnil 2014 to 31 March 2015, the operating income of MIF totalled £27 5 million and profit
betore taxation totalled £0 9 millon There 1s no matenal difference between this and the operating incoms and profit i the
acquisition had been on 1 Apnl 2014 as opposed to 8 Apnl 2014

Disposals

The net loss on sale of subsidianes of £93 miflion in the income statement anses from the sale of Investec Bank (Australia) Umited
and the sale of the Start Mortgage Holdings and Kensington Group plc companies and subsidianes as described below The net
cash inflow on these tems amount to £226 milion Cash and cash equivalents in the subsidianes disposed of was £75 millon

The sale of Investec Bank {Australia) Limited s Professional Finance and Assst Finance and Leasing businesses and its deposit book
to Bank of CQueensland Limied was effective 31 July 2014 for cash proceeds of £122 mililon This has resulied in the derecognition
of approximately £1 7 bilhon of assets and approximately £1 7 billion of kabiities associated with the businesses sold

The sale of the group’s Insh intermediated mortgage business, Start Mortgage Holdings Limited, together with ceriain other insh
mortgage assets to an afflate of Lone Star Funds was effectve on 4 December 2014

The sale of the UK intermediated mertgage business Kensington Group ple (Kensington), together with certain other Investec
mortgage assets, to funds managed by Blackstone Tactical Opportunities Adwisors LL C and TPG Special Situations Partners was
effective on 30 January 2015 for cash proceeds of £170 mikon

This has resutted in the derecognition of approxamately £4 1 bilion of assets and approximately £2 billion of external habiities
associated with these businesses
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(continued)

The breakdown of the significant balance sheet Ine tems derecognised are shown helow

Book value of assets and liabilities J

£'000 IBAL Kensington Total
Loans and advances to banks - 47 540 47 540
Debt secunties 299 904 42141 342 045
Denvatives - 95 565 95 565
Loans and advances to customers 1 009 199 755 270 1764 469
Own criginated loans and advances secuntised 372 094 - 372094
Other loans and advances - 1185 465 1185 465
Other securtised assets - 1981 729 1981 729
Combined other asset ines 44 377 7 087 51 464
Total assets 1725574 4114797 5840 31N
Deposits by banks - 311660 311 680
Customer accounts 1212 467 - 1212 467
Debt securities i issus 68 488 - 68 488
Liabilities ansing on secuntisation of own onginated loans and advances 367 531 (128 979) 238 552
Lrabiities ansing on secuntisation of other assets - 1616 003 1616003
Subordinated debt 42 291 71173 113 464
Combined cther liabiity ines 4343 171435 175778
Total habilties 1695120 2041 292 3736412
Net assets and labihties sold 2103959
Cash recewved in settlement of pre-existing relaticnships* 1914167
Proceeds on sale of subsidiary 226 291
Goodwil and other adjustments on sale (128 559}
Loss on disposal of subsidianes {93 060}

*  Reffected as mavements in oparating assets and operating iabiies within the cash flow (nots 47)
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At 31 March
€000 2016 2015
36. Other trading liabilities
Short positions
- Equities 64 857 88920
- Gilts 161 941 162 959
226 598 251 879
At 31 March
£'000 2016 2015
37. Debt securities in issue
Bonds and medium-term notes repayable
Less than three months 35001 38 535
Three months to one year 116 680 111 387
One to five years 873712 662 047
Greater than five years 803 426 540 345
1828 819 1352 314
At 31 March
£000 2016 2015
38. Other liabilities
Settlement habiritres 849 025 935 815
Other credrtors and accruals 372924 374398
Other non-interest-beanng llabiities 106 883 127 415
1328 832 1437 628
At 31 March
£'000 2016 2015
39. Pension commitments
Incorme staterment charge
Defined benefit cbligations net (income) included in net Interest ncome (1 208) (1 219)
Defined benefit net costs included in administration costs 647 442
Cost of defined contnbution schemes included in staff costs 22 579 23427
Net income statement charge In respect of pensions 22018 22 650

The group cperates pension schemes throughout s areas of operation The majonty of the schemes are defined contnbution schemes
with the exception of two schemes in the United Kingdem being the Guinness Mahon Pension Fund scheme {GM scheme) and the
Investec Asset Management Pension scheme {IAM scherne) Both schemes are final salary pension plans with assets held in separate
trustee administered funds The plans are subject to UK regulations, wiich require the trustees to agree a funding strategy and
contnbution schedute for the plans The role of the trustees 1s to ensure that the schemes are administered in accordance with the
scheme rules and relevant legislation, and to safeguard the assets in the best interest of all members and beneficianes

The trustees are solely rssponsible for setting investment policy and for agreeing funding requirements with tha employer through
the tnennial valuabon process The schemes arg closed to new members and the accrual of service ceased on 31 March 2002

Tha schemes have been valued at 31 March 2016 by qualified independent actuanes m accordance with IAS 19 There were no
unpad contnoutions in relation to the defined contrbution schemes outstanding at year and

Investec pk sio [excluding Investec Limited) anmel financial statements 2016 l
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At 31 March
£'000 2016 20156
39. Pension commitments (ontmued)
The major assumptions used were
Discount rate 3 40% 320%
Rate of increase in salanes 2 90% 3 00%
Rate of increase In pensions in payment 180% -3 00% 1 80% - 300%
Inflation (RPI) 2 90% 300%
inflation (CPt) 190% 200%
Demographic assumptions
Ona of the most significant demograpbuc assumptions undertying the valuation 1s mortality
The specific mortakity rates used are based on the S1PA base tables with allowance for future
improvements in hne with CMI 2014 core projections and a long-term improvement of 1 25% per
annum The lfe expectancies underiying the valuation are as follows
Years Years
Male aged 65 883 878
Female aged 65 09 898
Male aged 45 90 1 897
Female aged 45 928 912

Sensitivity analysis of assumptions

The sensitivities are only presented for the GM Scheme as the equivalent Increases/decreases in assumptions for the IAM scheme
do not have a matenal impact

If the discount rate was 0 25% higher (lower), the scheme labilities would decrease by approximately £5 429 000 (increase by
£5 798 000} if all the other assumptions remained unchanged

If the inflation assumption was 0 25% higher lower), the scheme llabilties would increase by approximately £2 173 000 {decrease
by £2 530 Q00) In this calculation all assumptions related to the inflation assumption have been appropnatety adjusted, that s the
salary, deferred pension and pension in payment increases Tha other assumptions remain unchanged

If the salary increase assumption was 0 25% higher (lower}, the scheme liabiities would increase by approximately £209 000
{decrease by £205 000} if all the other assumptions remained unchanged

If the deferred revaluation assumption was O 25% higher {lowar} the scheme liabilities would increase by £778 000 (decrease by
£761 00Q), if all the other assumptions remained unchanged

If the pension increases assumptions ware 0 25% higher (lower), the scheme habilities would increase by approximately £1 813 000
{decrease by £1 721 000} if all the other assumpticns remained unchanged

If fe expectancies were 10 increase {decrease) by one year, the scheme habilites would increase by approximately £4 317 000
{dacrease by £3 822 000} i all the other assumptions remained unchanged

The sensitvity analysis prasented above may not be representative of the actual change in the defined benefit obhgation as it 1s
unhkely that the change In assumptions would occur in isolation of one another as some of the assumptions may be correlated
Tha sensitivity analysis has been performed on the basis that the relevant assumption would oceur i isolation, holding other
assumptions constant

In presenting the above sensitmvty analysis, the present value of the defined benefit abligation has been calculated using the same
methodology that applied in calculating the defined benefit obligation liability recogrised in the balance sheet

RISK EXPOSURES

Q A descnption of the nsks which the pension schemes expose Investec can be found in the nsk management report
on page 103

The group ultimately underwntes the nsks refating to the defined benefit plans if the contnbutions currently agreed are insufficient 1o
pay the benefits due, the group will need to make further contributions to the plans
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At 31 March
£'000 2016 2015
39. Pension commitments (eontnied)
GM scheme
Gilts 168 451 165729
Cash 2782 2 600
Total market value of assets 171 243 168 329
IAM scheme
Managed funds 21887 24 442
Cash 84 43
Total market value of assets 2197 24 491

There are no agsets which are unquoted

Nona of the group's own assets or properties occupied or used by the group 1s held within the assets of the scheme

The investment strategy In place for the GM scheme 1s to switch to gilts over the penod to 31 March 2021 At 31 March 2018,
the allocation of the GM scheme's Invested assets was 100% to gilts and cash This 1s ahead of the investment strategy The
higher allocation 1s due to additional switches from equities to gits dunng the first and third guarnter of 2013 under the agreed
outperformance tngger mechanism Details of the investment strategy can be found in the GM scheme’s statement of investment

principles, which the trustees update as its policy evolves

The trustees” current investment strategy Is to stnke a balance between maximising the returns on the scheme's assets and
mirimising the nsks associated with lower than expected retumns

2016 2015 |

At 31 March
£'000 GM 1AM Total GM 1AM Total
Recognised in the balance sheet
Fair value of fund assets 171243 21971 193214 168 329 24 491 192 820
Present value of obligations (128467 (17275) (146 742)| (137947) (18973) (156 920)
Net asset {recognised (h other assets) 41776 4 696 46 472 30382 5518 35900
Recognised in the Income statement
Net Interest income 1033 175 1208 947 272 1219
Administration costs {535) {112) (847} (377) 65) {442)
Net amount recognised in the income statement 498 63 561 §70 207 777
Recognised in the statement of comprehensive iIncome
Return on plan assets (excluding amounts in net
interest Income) 339 2169 2 508 (28 219) (1982) (3020)
Actuanal (gan)loss ansing from changes in
financial assumptions B317) {814) 6131) 22106 2956 25062
Actuanal loss ansing from changes in
demographic assumptions 2 393 243 2636 - - -
Actuanal (gan) ansing from expenence adjustmaents (3 995) {713) {4 708) (33) (75) (108)
Remeasurement of defined benefit/asset (6 580) 85 {b 695) (6 148) 899 {5 247)
Deferred tax 1222 {265) 957 (1229) 136 {1 093)
Remeasurement of net defined benefit iability {5 358) 620 (4 738} (7 375) 1035 (6 340)
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At 31 March

£'000 GM 1AM Total

39. Pension commitments fontmued)
Changes in the net asset/(habilities) recognised in the balance sheet
Opening balance sheet asset at 1 April 2014 19350 6210 25 560
Expenses charged to the income statement 570 207 777
Amount recognised in other comprehensive Income 6146 (899) 5247
Contnbutions paid 4 316 - 4316
Opening balance sheet asset at 1 Apnl 2015 30 382 5518 35900
Expenses charged to the income statement 498 63 561
Amount recogrsed in other comprehensive Income 6 580 (885) 5695
Contnbutions paid 4 318 - 4 316
Closing balance sheet asset at 31 March 2016 41 776 4 636 46 472
Changes in the present value of defined benefit obligations
Opening defined benefit obhgation at 1 Apnl 2014 116 083 16 104 132187
Interest expense 4983 693 5 686
Rerneasurement gains and losses
- Actuanal gain ansing from changes in inancial assumptions 22 106 2 956 25062
- Actuanal (foss) ansing from experience adjustments (33) (75) {108}
Benefits and expenses paid {5 202) (705) (5907)
Opening defined benefit obligation at 1 Apnl 2015 137 947 18 973 156 920
Interest expense 4320 588 4908
Remeasurement gains and losses
- Actuanal gain ansing from demographic assurmptions 2393 243 2 636
- Actuanal {loss) ansing from changes in financial assumptions 5317 B814) B 131)
- Actuanal (loss) ansing from experience adjustmants {3 995) (713) {4 708)
Past service cost - - -
Gans/(losses) ansing from settlements - - -
Benefits and expenses paid (5881} {1002} {6 883}
Closing defined benefit obligation at 31 March 2016 129 467 17 275 146 742
Changes in the fair value of plan assets
Opening fair value of plan assets at 1 Apni 2014 135433 22 314 157 747
Interest income 5940 965 6905
ARemeasurement {loss)/gan
- Return on plan assets {excluding amounts in pat interest Income) 28219 1982 3020
Contnbutions by the employer 4316 - 4316
Benefits and expenses pad {5 579) {770} 6 349)
Opening fair value of plan assets at 1 Apnl 2015 168 329 24 491 192 820
Interest iIncome 5353 763 6116
Remeasurement gain/loss
- Return on plan assets (excluding amounts in net interest income) (338) (2 169) (2 508)
Contnbutions by the employer 4316 - 4316
Benefits and expenses pad (5 881) (10023 (6 883)
Administration expenses {535) {112) 647)
Closing fair value of plan assets at 31 March 2016 171 243 2197 193 214

Thera 15 no restriction on the pension surpluses as Investec has an unconditional nght to a refund of the surpluses assuming the
gradual settlement of the plan over tme until all members have left the scheme

The tnenmal funding valuation of the schemes was camed out as at 31 March 2015 Contnbutions requrements, including any deficit
recovery plans, were agreed between the group and the trustees in March 2013 and March 2016 to address the scheme deficit Under
the agreed contnbution plan deficit contnbutions of £4 3 million were paid into the GM scheme in the year to March 2016 and the
group expects to make £4 3 mullion of contnbutions to the defined benefit schemes in the 2016/17 financial year, with thae total
agreed contrbubons for the years ending March 2017 to March 2021 totalling £10 8 milion The 1AM scheme 1s fully funded

The weighted average duration of the GM scheme’s liabikties at 31 March 201515 17 years (31 March 2015 19 years) This includes
average duration of active members of 21 years, average duration of deferred pensioners of 22 years and average duration of
pensioners in payment of 12 years The weaighted average duration of the LAM scheme's babilites at 31 March 201615 18 years

(31 March 2015 19 years} This includes average duration of deferred pensioners of 20 4 years and average duration of pensioners
in payment of 12 8 years
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At 31 March
£'000 2016 25

40. Subordinated liabilities

Issued by Investec Finance plc
Guaranteed undated subordinated callable step-up notes 18 272 18510

Issued by Investec Bank plc
Subordinated fixed rate medium-term notes 579037 578413
597 309 596 923

Remaining matunty

In one year or less, or on demand” 18272 -
In more than one yaar, but not more than two years - 18 510
In more than two years, but not more than five years - -
In mare than five years 579 037 578 413

597 309 596 923

Where notes are undated the matunty has been taken as the lirst polential call date

The only event of default In relation to the subordinated debt 1s the non-payment of pnnapal or interest The only remedy available
to the holders of the subordinated debt in the event of default 1s to petition for the winding up of the 1Issuing entity In a winding up
no amount will be paid in respect of the subordinated debt until all other creditors have been paid i full

GUARANTEED UNDATED SUBORDINATED CALLABLE STEP-UP NOTES

investec Finance plc has inigsue £17 861 000 of 6 25% guaranteed undated subordnated step-up notes callable n 2017 at a
discount (perpstual notes) Interest s paid semi-annually The notes are guararteed by Investec Bank plc and are listed on the
Luxembourg Stock Exchange The step-up notes may be redeemed by the Issuer, at par, at any time after 23 January 2017,
subject to the pnor consent of the Prudential Regulation Authority On 23 January 2017, the interest rate will be reset 10 becomea
three-month LIBOR plus 2 11% payable quarterly in arrears

MEDIUM-TERM NOTES

Subordinated fixed rate medium-term notes {denominated in Pounds Sterling)

On 17 February 2011 Investec Bank plc issued £500 000 000 of 8 625% subordinated notes due In 2022 at a discount

{2022 notes} Interest s paid annually The notes are listed on the London Stock Exchange The notes will be redeemed at par

on 17 February 2022 On 29 June 2011 Investec Bank pic issued £75 000 000 of 9 625% subordinated notes due in 2022 ata
pramium {2022 Notes) {to be consoiidated and form a single senes, and to be fungble, with the £500 000 000 2022 Notes issued
on 17 February 2011}
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At 31 March
£'000 2016 2015
41. Ordinary share capital

Investec plc
Issued, allotted and fulty pad
Number of ordinary shares Number Number
At the beginning of the year 613609642 | 608 756 343
lssued dunng the year 3809 222 4 853 299
At the end of the year 617 418 864 | 613 609 642
Nominal value of ordinary shares £°000 £'000
At the beginning of the year 123 122
Issued dunng the year 1 1
At the end of the year 124 123
Number of special converting shares Number Number
At the beginning of the year 285 748 623 | 282 934 529
Issued dunng the year 5615083 2814094
At the end of the year 291 363706 | 285 748 623
Nonunal value of special converting shares £'000 £000
Al the beginning of the year 57 56
Issued during the year 1 1
At the end of the year 58 57
Number of UK DAN shares Number Nurnber
At the beginning and end of the year 1 1
Nominal value of UK DAN share £'000 £'000
At the beginning and end of the year > .
Number of UK DAS shares Number Number
At the begnning and end of the year 1 1
Nominal vatue of UK DAS share £'000 £000
At the beginning and end of the year : :
Number of special voting shares Number Number
At the begnning and end of the year 1 1
Nomina! value of special voting share £'000 £'000

At the beginning and end of the year

Less than £1 000
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41. Ol’dilla[‘y Shﬂre Capital {rontinued)
STAFF SHARE SCHEME

{contintied)

The group operates a shara option and a share purchase scheme for employees The number of ordinary shares conditionally

allocated to employees are disclosed m note 7

Movements in the number of share options issued io {each option 15 in respect of one share) employees are as follows

Number Number
For the year to 31 March 2016 2015
Opening balance 32430 764 42 877 067
Issued dunng the year 6810928 6721210
Exercised 9203 122)] (15562 258)
Lapsed (1278091)] (1605 255)
Closing balance 28 760 479 32 430 764

The purpose of the Staff Share scheme 15 10 promote an esprt de corps within the organisation, create an awareness of [nvestec's
performance and provide an incentive to maximise indmdual and group performance by allowing all staff to share in the nisks and

rewards of the group

The group makes awards avallable to stalf members via the undertying share trusts The particular nstrument used vanes from time
to tme, depending on taxation legislation and factors affecting the group structure Nevertheless, whatever the instrument chosen,
its undertying value depends solely on the parformance of the group's share pnce

At present, the prachice of the group 15 to grant all permanent staff members a share allocation, based on ther annual package,
after complsting six months of employment In line with the objecive of providing a long-term incentive for staff, these share awards

vest over penods varying from four {o five years

After the imtial allocation referred to above, additional aliocations are made to staff members at the discretion of group management
and depending on the indmdual performance and contribution made by the respective staff members

nvestac pk: suo (excluding lnvestec Limited) annual financial stataments 2016 I
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Rand-denominated preference shareholders will recenve a ddand, if declared, based on the
coupon rate (being equivalant 10 South Afncan pnime rate multiphed by 95%) multipled by the
deerned value on a dally basis and payable in two semi-annual instalments

An ordinary dvidend will not be declared by Investec plc unless the Rand preference dmdend
has been declared

If declared, Rand preference dmdends are payable semi-annually at lsast seven business days
pnor to the date on which Investec pays its ordinary dividends, if any, but shall be payable no
later than 120 business days after 31 March and 30 September, respectively

218 [ Investec ple sto (excluding Investec Limited) annual financiat statements 2016

At 31 March
£'000 216 2015
42, Perpetual preference shares of holding company
Perpetual preference share capital 151 151
Perpetual preference share premium {refer to note 43) 149 449 149 449
149 600 1489 600
Issued by Investec plc
8381 149 (2015 9 381 149) non-redeamable, non-cumulative, non-participating
preference shares of £0 01 each, 1ssued at a premium of £8 58 per share
- Preferance share capital 94 94
- Preference share premium 79 490 70 480
5700 000 {2015 5 700 000) non-redeemable, non-cumulative, non-pamcgpating
preference shares of £0 01 each, 1ssued at a premium of £8 86 per share
— Preference share capital 57 57
- Preference share premium 49 917 49917
Preference shareholders will recerve an annual dvidend, if declared, based on the coupon rate
{being equivalent to the base rate plus 1%) muthplied by the deemed value on a daly bas:s and
payable n two semi-annual instaiments
An ordinary drvadend will not be declared by Investec plc unless the preference dvidend
has been declared
If declared, preference dwvidends are payable semi-annually at least seven business days pnor
to the date on which investec plc pays its ordinary dividends, 1If any, but shall be payable no later
than 120 business days after 31 March and 30 September, respectively
Issued by Investec plc - Rand-denominated
1859 800 (2015 1 859 900) non-redeemable, non-cumulative, non-participating perpetual
preference shares of ZARQ 001 each, 1ssued at a prermum of ZAR39 999 per share on
29 Jung 2011
- Preference share capita ¢ *
- Preference share premium 16 601 16 601
416 040 (2015 416 040} non-redeemabla. nan-cumulative, non-participating perpetual
prefarence shares of ZARQ 001 each, 1ssued at a premium of ZARS9 999 per share on
11 August 2011
- Preference share capital - *
- Preference share premium 3441 3441




Notes to the annual
financial statements

feontinned)

At 31 March
£'000 2016 2015
43. Share premium
Share premium account - Investec plc 1044 808 1021992
Perpetua! preference share premium 149 449 149 449
1194 257 1171 441
At 31 March
£°000 2016 2015
44. Treasury shares £'000 £000
Treasury shares held by subsidianes of investec plc 81 309 37 960
Number Number
Investec plc ordinary shares held by subsidianes 16141177 B 325 971
Reconcilation of treasury shares Number Number
At the beginning of the year 8 32597 12 5639920
Purchase of own shares by subsidiary companes 17 994 897 12 556 847
Shares disposed of by subsidianes {10179691){ (16 770 796)
At the end of the year 16141177 8325971
Market value of treasury shares £'000 £'000
Investec pl¢ 82724 46 709
82724 46 709
At 31 March
£000 2016 2015
45. Non-controlling interests
Perpetual preferred secumies issued by subsidianes - 144 588
Non-controling interests in partially held subsidianes 13 317 15858
13317 160 456
Perpetual preferred secunities 1ssued by subsidianes
Issued by Investec pic subsidianes - 144 598
€nil {2015 €200 000 000} fixed/floating rate guaranteed non-voting non-cumulatve perpetual
preferred securiues (preferred secunties) were 1ssued by Investec Tier 1 (UK) LP {a hmited
partnership organised under the laws of England and Wales) on 24 June 2005 The preferred
secunties, which were guaranteed by Investec pic, were callable at the option of the issuer,
subject 1o the approval of the UK Regulator on the tenth annversary of the 1ssue and 1f not called,
were subyect to a step-up In coupon of one and a half imes the inital credit spread above the
thres-month Eurozone interbank offered rats Until the tenth anniversary of the issue, the dvidend
on the preferred secunties was at 7 075%
These notes were redeemed in full by the ssuer on 24 June 2015
- 144 598
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Investec Asset Management

At 31 March
——5 £000 2016 2015
g 45. Non-controlling interests (onmued)
I The following table summanses the information relating to the group's subsidiary
E that has matenal non-controling interests
% Non-controling interests {NCI) (%) 150 150
3
g Summansed financial information £'000 £'000
m
4 Total assets 380 891 411 419
w
Total llabilties (283 817) (309 501)
Revenue 276 063 269 048
Profit 66 015 68 210
Carrying amount of NCI 14 763 15180
Profit allocated to NCI 10263 10053
2016 2015
Total future Total future
At 31 March mimmum Present minimum Present
£'000 payments value payments value
46. Finance lease disclosures
Finance lease receivables included in loans and advances
to customers
Lease recenvables due In
Less than one year 209 268 165 542 201 556 158 545
One to five years 338 891 294 898 311830 270249
Later than five years 5 488 5244 4510 4 289
553 647 465 634 517 896 434 083
Unearned finance income 87 963 83813

At 31 March 2016, unguaranteed residual values accruing to the benefit of Investec were £2 4 million (2015 £2 7 mallion)

Finance leases m the group mainly retate to leases on property, equipment and motor vahicles
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For the year to 31 March

{rontined)

2016 2015
47. Notes to cash flow statement
Profit before taxatron adjusted for non-cash tems 1s denved as follows
Profit before taxation 159 078 15320
Adjustment for non-cash items incltided in net iIncome before taxation
Impairment of goodwill - 4376
Amortisation of intangible assets 14 477 14 497
Net loss on disposal of subsidianes ~ 93 060
Depreciation of operating lease assets 2149 1535
Depreciation and imparment of property, equipment and intangibles 11064 14 769
lenpairment of loans and advances 84217 102 707
Operating {income) from associates (2321) {1933)
Dividends recewved from asscciates 1917 1548
Share-based payment charges 27 707 35050
Profit before taxation adjusted for non-cash items 208 288 280 929
Increase in operating assets
Loans and advances to banks {129 221) 1 548)
Reverse repurchase agreements and cash cokateral on securnties borrowed 891180 {232 705)
Sovereign debt secunties {40 081) (114 409}
Bank debt securities 37 876 (14 030}
Other debt secunties {171 167) 8443
Dervative financial instruments {62 537) 67 422
Securties ansing from trading actvities 145 854 (83 592)
Investment partiolio {76 598} {81 284)
Loans and advances to customers {828 439) (393 816)
Other loans and advances 139 444 -
Secuntised assets 261 418 871 705
Other assets (364 B85) (157 252)
Investment properties (10 683) 8 726)
(207 739} (119 792)
Increase in operating liabilities
Deposits by banks 322 544 (918 276)
Denvaive financial instruments 10971 293 262
Other trading habilities {25 281) (139 771)
Repurchase agreements and cash collateral on secunties lent (315 999) (17 474)
Customer accounts 502 649 562 662
Debt secunties in issue 476 505 51534
Secuntised Labities (209 909) {660 080)
Other llabites {51 263) 999 324
710217 171181
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At 31 March
£'000 2016 2015
48. Commitments
Undrawn facilities 1141530 812 364
Other commitments 104 016 38 226
1245 546 850 590
The group has entered into forward foreign exchange contracts and loan commitments in the
normal course of its banking business, for wiuch the fair value 1s recorded on balance sheet
Operating lease commitments
Further minmum lease payments under non-cancellable operating leases
Less than one year 27 494 24 878
One to five years 115013 797114
Later than five years 108 602 59 855
251109 164 144
Operating lease receivables
Further minumum lease payments under non-canceflable operating leases
Less than cne year 4499 5791
One to five years 10150 3706
Later than five years 749 -
15398 9497

Investec leases assets to third parties under operating and finance lease arrangements including transport assets, machinery and
property The term of the leases range between three and five years with no annual escalation clauses The majonty of the leases

have renswal options

Carrying amount of
pledged assets Related hability

At 31 March
£'000 2016 2015 2016 2015
Pledged assets
Loans and advances io customers 374394 - 176 479 -
Cther loans and advances 6 731 25253 5246 25253
Loans and advances to banks 174 353 210 061 157 752 164 661
Sovereign debt secunties 183 881 151 8414 169 587 139 202
Bank debt secunties 33 564 59518 30965 54 562
Secunties ansing from trading actmties 452 520 580 156 447 717 530660

1225443 1026 827 987 736 914 338

The assets pledged by the group are stnctly for the purpose of providing collateral for the counterparty To the extent that the
counterparty is permitted to sell and/or repledge the assets, they are classified on the balance sheet as reverse repurchase

agreements and cash collateral on secunties borrowed
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At 31 March
£'000 2016 2M5
49. Contingent liabilities
Guarantees and assets pledged as collateral secunty
- Guarantees and imevocable letters of credit 136 257 53137
136 257 53137

The amounts shown above are intended only to provide an indication of the volume of business outstanding at the balance
sheet date

Guarantees are 1ssued by Investec ple and its subsidianes on behalf of third parties and other group companies The guarantees are
Issued as part of the banking business

FINANCIAL SERVICES COMPENSATION SCHEME

The Financial Services Compensation Scheme (FSCS), the UK's statutory fund of last resort, provides compensation to
customers of UK authonsed financial institutions 1n the event that an institution which 1s a participating member of the FSCS 1s
unable, or Is likely to be unable, to pay clams aganst it

The FSCS raises annual levies from partcipating members based on ther lgvel of particpation (in the case of deposits, the proportion
that thewr protected deposits represent to total protected deposits} as at 31 December of the year preceding the scheme year

Following the default of a number of deposit takers in 2008, the FSCS has borrowed from HM Treasury to fund the compensation
costs for customers of those firms  Although the majonty of this loan 1s expected to be repaid from funds the FSCS recenves from
asset sales, surplus cash flow or other recovenes i relation to the assets of the firms that defaulted, any sharifall will be funded by
deposit-taking partcipants of the FSCS

Investec Bank pic is a participating member of the FSCS and the bank has accrued £1 85 million for its share of levies that will be
raised by the FSCS The accrual i1s based on estimates for the interest the FSCS wall pay on the foan and estimatas of the level of the
bank’s market participation in the relevant perods Interest will continue to accrue to the FSCS on the HM Treasury loan and wall form
part of future FSCS levies

At the date of these financial statements, 1t Is not possible to estimate whether there will uttimately be additionat levies on the industry,
the level of Investec's market participation or ather factors that may affect the amount or tming of amount that may uttmately become
payable, nor the effect that such ievies may have upon operating results in any particular financial period

LEGAL PROCEEDINGS

Investec operates in a legal and regulatory environment that exposes it to itgation nsks As a result, Investec 15 Involved In
disputes and legal proceedings which anse m the ordmary course of business Investec does not expect the ultimate resolution
of any of the proceedings to which Investec is party to have a significant adverse effect on the financial position of the group
These clams, If any, cannot ba reasonably estimatad at this tme

Specifically, a clarm has been made In the Royal Court of Guernsey aganst TG uimited, a subsidiary of investec pic, for breach
of equitable duty for skill and care with a related claim for lability for the debts of a client trust These claims ara currently the
subject of appeals befora the Judicial Committee of the Privy Council The cutcome of these clams cannot reasonably be
estimated at this time but Investec does not expect the ultimate resolution of the proceedings to have a matenal adverse effect
on the financial pesition of the group

Investec pic sio {excluding investec Limited) annual financial statements 2016—r 923

SININTLYLS VIONYNIE TeNNNY ‘




SININIIYLS TWIONYNIY TVNANNY ‘

Notes to the annual
financial statements

frontinued)

For the year to 31 March

£'000 2016 2015
50. Related party transactions

Transactions, arrangements and agreements involving directors and others

Transactions, arrangements and agreements involving directors with directors and connected

persons and compantes controlled by them, and with officers of the company, were as follows

Directors, key management and connected persons and companies controlled by them
Loans
At the beginning of the year 37 215 33472
Increase In loans 3 870 14 461
Repayment of loans & 775) (10 024)
Exchange adjustments (248) {694)
At the end of the year 34 062 37215
Guarantees
At the beginning of the year 8512 4 409
Addrtional guarantess granted 3748 6 062
Guarantees cancelled {449) {1 876)
Exchange adjustments {481) 83}
At the end of the year 11 330 8512
Deposits
At the beginning of the year (35 537) (27 668)
Increase in deposits (12 189) (27 261)
Decrease in deposits 21317 19 245
Exchange adjustments 698 147
At the end of the year {25 711) (35 537)

The above transactions were made in the ordinary course of business and on substantially the same terms, including interest
raies and secunty, as for comparable transactions with persons of a similar standing or, where applicable, with other employees
The transactions did not involve mare than the normal nsk of repayment None of these loans has been impared

Investec Limited and

subsidiaries
For the year to 31 March
£'000 2016 2015
Transactions with other related parties
Assets
Loans and advances to banks 9243 3 520
Reverse repurchase agreement 110 071 233 256
Bank debt secunties 7032 6931
Derwvative financial Instiruments 6 263 38 724
Other loans and advances - 1746
Other assets 21913 18188
Liabilities
Deposits by banks (42 951) (13 703)
Derwvative financial nstruments {16 881) (99 144)
Customer accounts 8312} (7 838)
Debt securtties in 1ssue (126 721} {160 328}
Qther liabiities (10 687} (25901)

Dunng the year to March 2016, interest of £6 6 millon {2015 £15 0 milkon} was paid to entities mn the Investec Limited Group

Interest of £2 8 millon {2015 £1 4 million} was receved from Investec Limited Group

In the normal course of business, services are rendered between Invastec plc and Investec Limited entities In the year to

31 March 20186, this resulted in a net payment to Investec Limited of £16 million (2015 £21 5 miflion)

Dunng the year to March 2016, Investec Wealth and Investment Limited was charged £21 000 (2015 £nil) for research
service provided by Grovepoint (UK) Limited Bradley Fried 1s a former non-executive director of Investec Wealth and

Investment Limited and director of Grovepont (UK) Limited
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Related party transactions (ontmued)

Duning the year to 31 March 2016 Investec Bank (Channe! Islands) issued guarantees of £2 2 milion {2015 £2 4million} to
Investec Bank Limited

Dunng the year the group made an nvestment in a private equity vehicle n which Bradley Fried an Investec director, has significant
influence Bradley Fried resigned from the board on 31 March 2016 The group made an mvestment of £30 5 million dunng the
year and has committed further funding of £68 5 milion to the vehicle The terms and conditions of the fransaction were no morm
favourable than those available, or which rmight be expected to be available, on similar transactions to non-related entities on an
amm'’s length basis

2016 2015
Amounts due from associates 8 401 9 069
Interest Income from loans to associates 1024 1218
Fees and commission Incame oM associates 262 202

The above outstanding balances arose from the ordinary course of business and on substantially the same terms, including interest
rates and secunty, as for comparable transactions with third party counterpanies

Hedges

The group uses denvatives for the management of financial nsks relating to ts asset and hability portfolios, mainly associated with
non-trading interest rate nsks and exposures to foreign currency nsk Most non-trading interest rate nsk s transferred from the
onginating business to the Central Treasury in the Specialist Bank Once aggregated and netted, Ceniral Treasury, as the sole
nterface to the wholesale market for cash and dervative transactions, actively manages the iquidity mismatch and non-trading
Interest rate risk from our asset and hability portfolios In this regard, Central Treasury I1s required to exercise tight control of funding,
hquidity, concentration and non-trading interest rate nsk within defined parameters

The accounting treatment of accounting hedges 1s dependent on the classification between farr value hedges and cash flow
hedges and, n particular, accounting hedges require the identification of a direct relationship between a hedged tem and hedging
instrument This refationship s established in Imited circumstances based on the manner in which the group manages its nsk
exposurs Below 1s a descnption of each category of accounting hedges achieved by the group

FAIR VALUE HEDGES

Fair value hedges are entered intc mainly to hedge the exposure of changes n farr value of fixed-rate financial instruments
attributable to interast rates

Cumulative Current  Cumulative Current year
gains or year gains gans or gains or
Descnption of financia! Fair value (losses) or (losses) {losses) {losses)
At 31 March  instrument designated as of hedging on hedging  on hedging on hedged on hedged
£'000 hedging instrument instrument instrument instrument Item Item
2016
Assets interest rate swap (136 927) (136 927} (33 458) 123 413 32 182
Liabilitres Interest rate swap 11088 11088 2812 (11 003) (2841)
{125 839) {125 839} {30 646) 112410 29 341
2015
Assals Interest rate swap (103 554) (103 554) {101 80G} 91472 95 474
Liabiihes Interest rate swap 8276 8276 3023 8161) (2 989)
{95 278) {95 278) (98 783) 83311 92 485
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52. Liquidity analysis of financial liabilities based on undiscounted

cash flows

One Three Six

Up month months months One year Greater
At 31 March to one to three to six to one to five than
£000 Demand month menths months year years five years Total
2016
Liabilities
Deposits by banks 107 407 53 221 1936 14 0631 4428 291 483 96 399 568 905
Derwvative financial
Instruments 72101 51003 94 140 31344 21589 829 155 49749 1149083
Denvatwve financial
Instruments — held for
trading 63 928 - - - - - - 63 928
Dervatve financial
Instruments — held for
hedging nsk 8173 51003 94 140 31344 21 589 829 1565 49749 1085153
Other trading kabilties 222 921 - - - - - - 222 921
Repurchase agreements
and cash coflateral on
secunties lent 281 260 - - - - - - 281 260
Customer accounts
(deposits) 2580974 1845861 1382791 1948037 987 0568 2 122643 45014 10912 378
Debt securiiies m 1ssue 89 B 598 81482 123 328 264 455 101675 575648 2070351
Liabilities ansing on
secuntisation of other
assets - - 3688 A 727 10 557 73141 97 580 189 693
Other liabilties 159 802 815 064 184 265 21 494 11434 129 486 7649 1329194
Subordinated habilities - - - 561 73767 221375 630 344 926 047
Total on balance sheet
habilities 3424554 2773747 1748302 2143522 1373288 4684034 1502383 17649830
Contingent liabilities 35046 20902 2353 77 29 440 43246 5193 136 257
Commtments 105 741 25706 57 883 44 546 198 886 680879 131905 1245546
Total liabilites 3565341 2820355 1808538 2188145 1601614 5408159 1639481 195031633

The balances in the abcve table will not agree directly to the balances in the consolidated balance sheet as the table incorporates
all cash flow on an undiscounted bas:s relating to both prineipal and those associated with all future coupon payments (except for
trading llabiities and trading denvatives) Furthermore foan commitments are generally not recognised on the balance sheet
Trading llabilities and trading denvatives have been included in the ‘Demand’ tme bucket and not by contractual matunty because
trading labilities are typically held for short penods of time For an unaudited analysis based on discounted cash flows please refer

to pages 92 and 83
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52. Liquidity analysis of financial liabilities based on undiscounted

One Three Six One

Up month months months year Greater
At 31 March to one to three to six to one to five than
£'000 Demand month months months year years five years Total
2015
Liabilities
Deposits by banks 86 550 48 801 5008 - - - 107 025 247 384
Dervative financial
nstruments 193 619 24 557 107 903 47 158 68 183 270 830 253138 965 388
Denvative financial
nstruments — held for
trading 192 878 - - - - - - 192 878
Dervative financial
Instruments — held for
hedging nsk 711 24 557 107 903 47 158 68 183 270830 253138 772510
Other trading kabilities 251879 - - - - - - 251 879
Repurchase agreements
and cash collateral on
securntes lent 505 160 - - - - 11 925 96 261 613 345
Customer accounts
(deposits) 2494331 1256623 1656016 2555973 799230 1465096 135752 10363021
Debt securities in 1ssue - 31332 75309 79976 199671 773 067 408712 1568067
Lrabilities ansing on
secuntisation of other
assets - 5726 2194 7 688 14 835 116944 238 262 385 649
Other llabilities 257 656 966 932 2295186 22794 12 704 684 951 15251 1568804
Subordinated liabilities - - - 558 55902 240345 6585 688 082 493
Total on balance sheet
labiities 3789195 2333971 2075946 2714147 1150525 2943158 1940089 16 947 031
Contingent kabilities 31 592 1087 4327 674 3384 11767 305 53136
Commitments 310 298 2230 22 054 42773 123 180 345 054 5001 850 580
Total llabilibes 4131085 2337288 2102327 2757594 1277089 3299979 1945395 17850757
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93. Principal subsidiaries and associated companies — Invesiec ple

Interest
Country of % %

At 31 March Principal activity incorporation 2016 2015
Direct subsidianes of Investec plc
Investec 1 Limited Investment holding England and Wales 100 0% 100 0%
Invastec Holding Company Limited Investment holding England and Wales 100 0% 100 0%
Indirect subsidianes of Investec plc
Investec Asset Finance ple Leasing company England and Wales 100 0% 100 0%
Investec Asset Management Limited Asset management England and Wales 850% 85 0%
Investec Bank plc Banking nstitution England and Wales 100 0% 100 0%
Investec Bank {Channel Islands) Limited Banking institution Guernsey 100 0% 100 0%
Investec Bank {Switzerand) AG Banking institution Switzerland 100 0% 100 0%
Investec Capital Asia Limited Investment banking Hong Kong 100 0% 100 0%
Investec Capnial & lnvestments (reland) Limited Financial services Ireland 100 0% 100 0%
Investec Finance plc Debt 1ssuer England and Wales 100 0% 100 0%
Investec Group (UK) plc Holding company England and Wales 100 0% 100 0%
Investac Group Investments (UK) Limited Investment holding England and Wales 100 0% 100 0%
Investec Holdings (Australia) Lmited Holding company Australia 100 0% 100 0%
Investec Investments (UK) Limited Investment holding England and Wales 100 0% 100 0%
Invastec Ireland Lrmited Financial services Ireland 100 0% 100 0%
Investac Secunties (US) LLC Financial services USA 100 0% 100 0%
Investec Trust Holdings AG Investment holding Switzerland 100 0% 100 0%
Investec Wealth & Investment Limited Investment

management services  England and Wales 100 0% 100 0%
Reichmans Geneva SA Trade finance Swatzeriand 100 0% 100 0%
Rensburg Sheppards pic Helding company England and Walas 100 0% 100 0%
Willams de Brog Limited Stockbroking and

portfoho management  England and Wales 100 0% 100 0%

All of the above subsidiary undertakings are included in the consolidated accounts

The subsidianes bisted above are only in relation to subsidiary undertakings whose results or financial position, in the opinion of the
directors, principally affected the financial statements

A complete list of subsidiary and associated undertakings as required by the Comparnes Act 2006 1s included in
note 1 to the Investec pic company accounts on page 241
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93. Principal subsidiaries and associated companies — Investec ple foutmued;

I Interest |
Country of % %
At 31 March Pnncipal activity incorporation 2016 2015
Pnncipal associated companies Stockbroking and
Hargreave Hale Limited portfollo management  England and Wales 350% 35 0%

For more detalls on associated companies refer to note 28

CONSOCLIDATED STRUCTURED ENTITIES

Investac plc has no equity interest in the following structured entities which are consolidated Tymcally, a structured entity 1s an entity
in which voting or sirmilar nghts are not the dominant factor n deciding control The judgements to assess whether the group has
control over these structures include assessing the purpose and design of the entty, considering whether the group or another
involved party with power over the relevant actwvties 1s acting as a pnncipal In its own nght or as an agent on behalf of others

Name of prnincipal structured entity

Type of structured entity

Bedrock CMBS GMBH

Foundation CMBS Limrted

Landmark Mortgage Secunties No 2 plc
Residential Mortgage Secunties 23 plc
Tamann Secuntes Limited

Temese Funding 1 plc

Termase Funding 2 Plg

Yorker Trust

Structured commerctal real estate loan asssts
Structured commercial real estate loan assets
Secuntised Residential Mortgages
Secuntised Residentia! Mortgages

Structured debt and lean portfolios
Secuntised recevables

Secuntised receivables

Structured debt and loan portfolios

For additiona! detall on the assets and labilties ansing on secunitisation refer to note 27

o For detalls of the nsks to which the group s exposed through alf of its securitisations are included in the nsk

management report on page 81
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53. Principal subsidiaries and associated companies — Investec ple fonnmed

The key assurmmpiions for the mam types of structured entities which the group consolidates are sutnmansed below

SECURITISED RESIDENTIAL MORTGAGES

The group has secuntised residential mortgages in order {o provide invastors with exposure to residential mortgage nsk and to
raise funding These structured entities are conselidated due to the group's holdings of equity notes combined with 1its controt over
senacing actmties The group 1s not required to fund any losses above those incurred on the notes It has retained, such losses are
reflected in any impairment of secuntised mortgages as those assets have not been derecognised

STRUCTURED DEBT AND LCAN PORTFOLIOS

The group has structured debt and loan portfolios for the purpose of 1ssuing asset-backed secunties These structured entities are
consohdated due o the group’s retention of equity notes and because it continues to act as the collateral manager The group 15 not
required to fund any losses above those Incurred on the notes it has ratained

STRUCTURED COMMERCIAL REAL ESTATE LOAN ASSETS

The group has securtised a number of cornmercial real estate loan assets These structured entties are consolidated as the group
has retained all of the notes issued The group continues to recognise the commercial real estate loan assets on ds balance sheet
The group 1s not required to fund any losses above those incurred on the notes it has retaned

SECURITISED RECEIVABLES

The group has securtised portfolios of medium-term lease and hie purchase recervables These structured entities are consolidated
as the group has retained the equity notes and control over servicing activities The group 1s not required to fund any losses above
those mcurred on the notes it has retained

OTHER STRUCTURED ENTITIES - COMMERCIAL OPERATIONS

The group also consolidates a number of structured entities where control anses from nghts attached to lending faciiies and similar
commercial iInvolvement These anse pnmarily in the areas of arrcraft funds, where the group has nghts which allow it to maximise
the value of the assets held and investments in mining projects due to its exposure to equity kike returns and ability to influence the
strategic and financial decision-making

Thae group 1s not required to fund any losses above those which could be incurred on dabt positions held or swaps which exist
with these structured entities  The nsks to which the group ts exposed from these structured entities are related to the underlying
assets held in the structures The total assets held in structured entties ansing from commercial operations is £231 1 milien
{2015 £169 t milkon)

SIGNIFICANT RESTRICTIONS

As 1s typical for a large group of companies, there are restnctions on the abilty of the group to obtain distnbutions of capital, access
the assets or repay the labiities of members of the group due to tha statutory, regulatory and contractuat requirements of its
subsidianes These are considered below

REGULATORY REQUIREMENTS

Subsidiary companies are subject to prudential regulation and regulatory caprtal requirements in the countries in which they are
regulated These require entities to maintain minmum capital, leverage and exposure ratios resincting the abidity of these entities

to make distnbutions of cash or other assets to the parent company Regulated subsidianes of the group are required to maintan
hquidity pools 1o meet PRA and local regulatory requirements The main subsidianes affected are Investec Bank ple, Investec Bank
({Channe! Islands) Umnted and Investec Bank (Switzerland) AG, which must mantain compliance with the regulatory mirimum

o Caprtal management within the group is discussed in tha nsk management report on page 104
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53. Principal subsidiaries and associated companies — Inveslec plc rontnued)

STATUTORY REQUIREMENTS

The group's subsidianes are subject to statutory requirements not to make distnbutions of capital and unrealised profits and
generally maintain solvency These requirements restnct the ability of subsidianes to remit dmvdends, excapt In the case of a legal
capital reduction or Iiguidation

CONTRACTUAL REQUIREMENTS

Asset encumbrance - the group uses its financial assets to raise finance m the form of securtisatrons and through the higuidity
schemes of central banks Once encumbered, the assets are not available {or transfer around the group The assets typcally
affected are disclosed in notes 19 and 56

STRUCTURED ASSOCIATES

The group has investments in a number of structured funds specialising in aircralt financing, where the group acts as adviser or
fund manager in addition to holding units within the fund As a consequence of these roles and funding, the group has significant
nfluence over the fund and therefore the funds are treated as assoclates

The group applies the venture capital exemption to these holdings and, as such, the investments in the funds are accounted for at
fair value and held within the investment portfolio on the balance shest

Type of structured entity Nature and purpose Interest held by the group

Aurcraft investment funds To generate fees from managing assets on behalf Investments n units 1ssued by the fund
of third party investors
These vehicles are financed through the 1ssue Management fees

of units to investors

The table below sets out an anabysis of the carmying amounts of interests held by the group In structured associate entities

31 March 2016 Line on the Carrying value Maximum exposure  income eamed from

£'000 balance sheet £'000 toloss structured entity £'000

Aurcraft iInvestment Investment portfolio 68904 Limited to the carrying  Investment income 4308

funds value

31 March 2015 Line on the Carrying vaiue Maximum exposure  Income earned from

£'000 balance sheet £'000 toloss structured entity £'000

Aurcraft Investment funds Investment portfolio 35443 Lmited to the carrying  Investment ncome 2751
value
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54. Unconsolidated siructured entities
The table below descnbes the types of structured entities that the group does not consolidate but in which it holds an Interest and
onginally set up In making the assessment of whether to consoldate these structured entives, the group has concluded that it does
not have control after consideration in ine with the accounting poYicies as set out on page 158

Nature and purpose

Type of structured entity Interest held by the group

Investment funds To generate fees from managing assets on behalf of  Investments i unts 1ssued by the fund

third party investors

These vehicles are financed through the i1ssue of
urits to investors

Management fees

Residential mortgage
secuntisations

To generate a return for investors through providng  Investments i notes
exposura to residential mortgage nsk

These vehicles are financed through the 1ssue of
notes to mwvestors

The table below sets cut an analysis of the carmying amounts of interests held by the group in unconsolidated structured entities

The maximum exposure to loss is the carrying amount of the assets held

Maximum
Carrying  exposure Total assets Income
Line on the value toloss of the entity  earned from
At 31 March 2016  balance shest £'000 of the group £'000  structured entity £'000
Investment funds Investment 5245 Limned to the 185724  Investment loss 1
portfolio carrying value
Residential Other debt 9734 Lumited to the 105258  Investment income 113
mortgage secunties carrying value Nat interest 94
secuntisations INCOMe:
Other loans and 15480 ULmited tothe 343604  Netinterest {75}
advances carrying value ncome
Investment income 20
Maximum
Carrying  exposure Total assets  Income
Line on the value toloss of the entity  eamed from
At 31 March 2015 batance sheet £'000 of the group £'000 structured entity £'000
Investment funds Investment 5015 Lmiedtothe 302703  Investment kss (11732)
portfoko carrying value
Residential Other debt 7139 Uumred fo the 192 891  Investment iIncome 260
mortgage secunties carrying value Net interast 120
secunisations income
Other loans and 77628  Lmited to the 1642784 Netinterest 9057
advances carmying value Income

Financial support provided to the unconsolidated structured entities

There are no contractual agreements which require the group to provide any additional financial or non-financial support to these

structured entiies

Dunng the year, the group has not prowided any such support and does not have any current intentions to do so in the future
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Sponsering

frontinued)

The group considers riself a sponsor of a structured entity when #t faciitates the establishment of the structured entity

The table below sets out Information 1N respect of structured entitivs that the group sponsors, but In which the group does not have

an interest

Structured entities with no interest held

2016
Structured CDO and CLO
secunhsahons

2015
Structured CDO and CLO
secuntisations

Why it 1s considered a structurad entity

Income amount and type

This 1s a COO and CLOC securtisation
where Investec has no continuing interest
as the notes previously held have besn
redeemed or fully watten off The entity 1s
considered structured as the vehicle was
set up so that the vanabte returns do not
follow the shareholding

NIl

Carrying amount of all assets transferred  £222 mullion of CDO and CLO assets

This 1s a CDO and CLC secuntisation
where Investac has no continuing interast
as the notes previousty held have been
redesmed or fully wntten off The entity I1s
considered structured as the vehicle was
set up so that the vanable returns do not
follow the shareho'ding

Nil

£222 milon of CDO and CLO assets

INTERESTS IN STRUCTURED ENTITIES WHICH THE GROUP HAS NOT SET UP

Purchased secuntisation positions

The group buys and sells interest in structured entities that it has not onginated as part of its trading actvties, e g residential
mortgage secuniies, commercial mortgage secunties, loans to corporates and resecuntisations In such cases, the group typically
has no other iInvolvernent with the structured entity other than the securties it holds as part of its frading activities and its maximum
exposure 10 l0ss s restnctad to the carrying value of the asset

o Details of the value of these interests 1s included in the nsk management report on page 82
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55. Offsetting

Amounts subject to enforceable netting arrangements

Effects of offsetting on

Related amounts

batance sheet not offset
Net Financial
amounts | instruments
reported on (including
At 31 March Gross  Amounts the balance non-cash Cash Net
£'000 amounts offset sheet collateral) collateral amount
2016
Assets
Cash and balances at central banks 2 B38 069 - 2638069 - - 2638069
Loans and advances to banks 1112 441 - 1112441 - {150 775) 952 666
Reverse repurchase agreements and cash
collateral on secunties borrowed 557 110 {85) 557 025 (221 151) (B49) 335 025
Sovereign debt secunties 1252 991 - 125299 (183 881) - 1069110
Bank debt secunties 188 397 - 188 397 |33 564) - 154 B33
Other debt securiies 393 652 - 393652 - - 393 852
Dervative financial instruments 837 558 - B37 558 {247 749) {267 660) 322 149
Secunties ansing from trading actmtias 524 344 - 524 344 {448 383) - 74 961
Investment portiolic 451 000 - 451 000 - - 457 000
Loans and advances to customers 7 B44 602 {41000) 7803602 - - 7803602
Other toans and advances 417 205 - 417 205 - (7 933) 409 272
Other secuntised assets 150 565 - 150 565 - - 150 565
Other assets 1705319 {116) 1705 203 - (183 115) 1522088
18073 253 (41 201) 18032052 | (1135728) (619332) 16 276 992
Liabihties
Deposits by banks 544 210 - 544 210 - (69 276) 474 934
Denvatve financial instruments 964 362 964 362 (247 749) {518 932} 197 681
Other trading habilities 226 588 - 226 588 (221151) - 5447
Repurchase agreements and cash collateral
on secunties lent 281 260 - 281 260 (280 8086) (454) -
Customer accounts (deposiis) 10 849 380 {41000} 10808980 - (16 118) 10792 862
Debt securities In 1ssue 1828819 - 1828819 (386 022) {1057) 1441740
Liabiities ansing on secuntisation of
other assets 120617 - 120617 - - 120 617
QOther iabitites 1329 033 (201) 1328832 - - 1328832
Subordinated labilities 597 309 - 597 309 - - 597 309
16742188 (41 201) 16700987 | (1135728} {605B37) 14 959422
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Amounts subject to enforceable netting arrangements

Effects of offsetting on Related amounts
balance sheet not offset
Net Financial
amounts instruments
reported on {including
At 31 March Gross  Amounts the balance | non-cash Cash Net
£'000 amounts offset sheet collateral}  collateral amount
2015
Assets
Cash and balances at central banks 2181242 - 2181242 - - 2181242
Loans and advances to banks 10563832 - 1053932 - {185 581) 868 351
Reverse repurchase agreements and cash
collateral on secunties borrowed 1453618 (5413) 1448205 (480 847) (3 657} 963 901
Sovereign debt secunties 1212910 - 1212910 {151 841} - 1061069
Bank debt secunties 226 273 - 226 273 {59 516} - 166 757
Other debt secunties 222 485 - 222 485 - - 222 485
Denvative financial nstruments 8718191 (7 943170) 775 021 (285 518) 81 087) 408 416
Secunties ansing from trading actvies 670 208 - 670 298 (562 139) - 108 158
Investment portfolio 400 941 - 400 911 - - 400 941
Loans and advances to customers 7 069 592 {8475 7061117 - - 7061117
Other loans and advances 554 N2 - 554 912 - 25 253) 529 659
Other securhised assets 411 983 - 411 983 - - 411 983
Other assets 18802022 (17 466 442) 1 335580 - - 1335580
42 978 399 (25 423 500) 17 554 899 | (1 539 661) (295 578) 15719 660
Liabiliies
Deposits by banks 230 141 {8 475) 221 666 - (46 431) 175235
Dervative financial instrumeants 1835308 (881 917) 953 391 (386 671) (203 056) 363 664
Other trading habilities 24 352976 (24 101 097) 251 879 (243 315} - 8 564
Repurchase agreements and cash collateral
on sacurnties lent 597 259 - 597 259 {997 259) - -
Customer accounts (deposHs) 10 306 331 - 10306 331 - (18 094) 10 288 237
Debt secunties in 1ssue 1352314 - 1352314 {312 416) 7777 1032121
Liabikties ansing on securttisation of
other assets 330 526 - 330 526 - - 330 526
Other llabilities 1 869 639 (432011} 1437628 - - 1437628
Subordinated labiities 596 923 - 596 923 - - 596 923
41 471 417 (25423 500) 16 047 917 | {1 539 661) (275 358) 14 232 898
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56. Derccognition
TRANSFER OF FINANCIAL ASSETS THAT DO NOT RESULT IN DERECOGNITION
Tha group has been party o secunisation transactions whereby assets continue to be recogrised on balance sheet (ether
fully or partially) atthough they have been subject to legal transfer to another entity Secuntisations may, depending on the
indmdual arangement, result in continued recognition of the secuntised assets and the recognition of the debt secunties issued in
the transaction
| 2016 2015
Carying Carrying
amount of amount of
assets that Carrying assets that Camrying
are continued amount of | are continued amount of
At 31 March to be assoclated to be associated
£'000 recogmsed habihties recognsed habiites
No derecognition achieved
Loans and advances to cusicmers 657 947 {42 748) 542 057 {110 087}
Other loans and advances 153 551 - 172 582 -
Other secuntised assets - - 231979 {197 208)
811 498 {42 748) 946 618 (307 275)
For transfer of assets in relation to repurchase agreements sge note 19
57. Post balance sheet events
Investec plc 1ssued 30 870 000 new ordinary shares at a pnice of £4 48 per share issued, raising gross proceeds of
approximately £138 3 million It 1s the intenton of the group to utilise the proceeds raised 1o fund a tender offer for the
perpetual preference shares 1ssued by Investsc plc (refer to note 42)
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Balance sheet

At 31 March

£'000 Notes 2016 2015

Assets

Fixed assets

Invastments in subsidiary undertakings b 1817 840 1817 840

Current assets

Amounts owed by group undertakings 481 494 473982

Taxation 15433 20207

Other debtors - 23

Prepayments and accrued income 75 259

Cash at bank and »n hand

- with subsidiary undertakings 35414 -

- balances with other banks 469 563
532 885 495 034

Current llabilities

Creditors amounts faling due within one year

Bank loans

— with subsidiary undertaking - 66710

Dervative financial instruments 15 104

Amounts owed to group undertakings 478 316 630 817

Other liabilities 992 721

Accruals and deferrad income 6 326 4539

Net current assets/{habilities) 47 236 {207 857)

Creditors amounts faliing due after one year

Debt securties n Issue c 329 544 18078

Net assets 1535 532 1591 905

Capital and reserves

Called-up share capital d 182 180

Perpetual preference shares d 151 151

Share premium account d 1194 257 1171 441

Capital reserve d 180 483 180 483

Retaned Income d 160 459 239650

Total capital and reserves 1535532 1591 905

Q The nofes on pages 240 and 243 form an integral part of the financial statements

Approved and authonsed for 1ssue by the board of directors on 9 June 2016 and signed on its behalf by

Stephen Koseff

Chief executve officer

9 Jung 2016
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{continued)

Statement of changes in sharcholders’ equity

Perpetual Profit and Total
Share preference Share Capital loss shareholders’
£'000 capital shares premium reserve account equity
Balance at 31 March 2014 178 151 1146 548 356 202 2828 1 5056997
Issua of ordinary shares 2 - 24 893 - - 24 895
Release of capital reserve to profit
and loss - - - {175 809} 175 809 -
Total comprehensive ncome - - - - 161 330 161 330
Dmwidends pad to preference
shareholders - - - - (3315 {3315
Devidends paid to ordinary shareholders - - - - (97 002) (97 002)
At 31 March 2015 180 151 1171441 180 483 239 650 1 591 905
Issug of ordinary shares 2 - 22 816 - - 22818
Total comprehensive Income - - - - 27 803 27 803
Dwidends paid to preference
shareholders - - - - (3 203) {3 203)
Dmwidends pad to ordinary shareholders - - - - {103 791} (103 791)
At 31 March 2016 182 151 1194 257 180 483 160 459 1535532
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Basis of preparation

The parent accounts of Investec plc
are prepared in accordance with
Financial Reparting Standard 101
Reduced Disciosure Framework
{FRS 101) and n accordance with
applicable accounting standards
The company Is Incorporated and
domiciled in England and Wales
and the company's accounts

are presented 1n Pounds Sterling
and all values are rounded to the
nearest thousand (£'000) except
where otherwise indicated

The accounts have been prepared
on the histoncal cost basis The
pnncipal accounting policies
adopted are set out below

The company has taken advantage
of the following disclosure
exemptions under FRS 101 where
applicable to the company

* The requirements of paragraphs
45(b) and 46-52 of IFRS 2
Share-based Payment

* The requirements of paragraphs
62, B64(d), B64(e), BG4(g),
B64(h), BE4() to BB4{m),
B&4(n)(i}. B64{o)(n}, B64(p),
B&4(q)(n), B66 and BE7 of
IFRS 3 Business Combinations
Eguivalent disclosures are
Included in the consohdated
financial statements of
Investec plc in which the entity
15 consolidated

* The requirements of paragraph
33(c) of IFRS 5 Non-cunrent
Assets Held for Sale and
Drscontinued Operations

« The requirements of IFRS 7
Financial Instruments
Disclosures

+ The requrements of paragraphs
91-99 of IFRS 13 Far Value
Measurement

* The requirement in paragraph 38
of IAS 1 Presentation of Financial
Statements to present
comparatwve information in
respect of ()} paragraph 79(a)iv)
of 1AS 1, (i} paragraph 73(e) of
l1AS 16 Property Plant and
Equipment (i) paragraph 118(g}
of IAS 38 Intangbles Assats,

(v} paragraphs 76 and 79(d) of
1AS 40 Investment Property and

Investec plc parent company
annual financial statements

(v) paragraph 50 of IAS 41
Agriculiure

* The requirements of paragraphs
10(d), 10{f), 16, 38A to 38D,
40410 400,111 and 134-136 of
IAS 1 Presentation of Financial
Statements

* The requirements of IAS 7
Statement of Cash Flows

* The requirements of paragraphs
30 and 31 of IAS 8 Accounting
Policies, Changes in Accounting
Estimates and Errors

* The requrements of paragraph
17 and 184 of |IAS 24 Related
Party Disclosures

* The requirements in IAS 24
Related Party Disclosures
to disclose related party
transactions enterad into
between two or more members
of a group, provided that any
subsidiary which 1s a party to
the transaction 1s wholly owned
by such a member

* The requirements of paragraphs
130y, 130(H(), 134(d)-134(f)
and 135(c)-135(e) of IAS 36
Impairment of Assets

As permitted by FRS 101, the
company has taken advantage

of the disclosure exemptions
avallable under that standard in
relation to share-based payments,
financial instruments, capital
management, presentation of a
cash flow statement, presentation
of comparative information in
respect of certain assets, standards
not yet eifective, 'mparment of
assets, business combinations,
discontinued operations and
related party transactions

Where reguired, equivalent
disclosuras are grven in consolidated
financial statements of the group

For all penods up 1o and including
the year anded 31 March 2015
the company prepared its financal
statements in accordance with
previously extant United Kingdom
generally accepted accounting
practice (UK GAAP) These
financial statements, for the year
ended 31 March 2016, are the
first the company has prepared

in accordance with FRS 101

{rontinreed)

Accordingly, the company has
prepared indradual financial
statements which comply

with FRS 101 applicable for
penods beginning on or after

1 Apnl 2014 and the significant
accounting policies meeting thosa
requirements are descnbed In the
relevant notes In prepanng these
financial statements, the company
has started from an opening
balance sheet as at 1 Apnl 2014
the company’s date of transhion 10
FRS101, and made those changes
In accounting policies and other
restatements required for the
first-time adoption of FRS 101

This transition Is not considered to
have had a matenal effect on the
financial statements and hence no
adjustment has been made to the
balance sheet at 1 April 2014

On transtion to FRS 101,

the company has applied tha
requirements of paragraphs 6-33
of IFRS 1 First time adoptton of
Internationa! Financial Reporting
Standards

Foreign currencies

Monetary assets and habilities in
foreign currencies are translated
into Pounds Sterlng at exchange
rates ruling at the balance

shest date All foreign currency
transactions are translated into
Pounds Sterling at the exchange
rate ruling at the time of the
transaction Forward foreign
exchange contracts are revalued
at the market rates ruling at the
date apphcable to therr respective
matunties Any gan or loss ansing
from a change n exchange

rates subsequent to the date of
the transaction 1s Included as

an exchange gain or loss In the
Income statemnent

Investments

Investmenits in subsidianes and
Interests in associated undertalangs
are stated at cost less any
accumulated impairment in value

Income

Dwdends from subsidianes are
recogrused when received Interest
15 racogrused on an accrual basis
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Taxation

Current tax payable 1s provided
on the amount expected to be
payable on taxable profit at rates
that are enacted or substantivaly
enacted and applicable to the
relevant period

Deferred taxation t5 provided using
the balance sheet method on
temporary differences between
the carrying amount of an asset or
liability 1n the balance sheet and

its tax base, except where such
temporary differences anse from

¢ The intial recognition of
goodwill

* The intial recogmition of an
asset or hability 1n a transaction
which is not a business
combination and at the time of
the transaction has no effect
on the income statement or
taxable profit

In respect of temporary
differences associated with

the investments In subsichanes
and interests In associated
ungertakings, where the timing
of the reversal of tha temporary
differences can be controlled
and It 1s probable that the
temporary differences will not
reverse In the foreseeable future

Deferred tax assets or habilities
are measured using the tax
rates that have been enacted
or substantivaly enacted at the
balance sheet date

Deterred tax assets are
recognised 1o the extent that it
1s probable that future taxable
profit will be avalable against
which the deferred tax asset
can be utised

ltems recognised directly in
other comprehensive Income
are net of related current and
deferred taxation

Investments in subsidiary undertakings

£000

Company’s own
profit and loss

account

The company has taken advantage
of the exemplion n sechon 408

of the Companies Act 2006 to

not present its own profit and

loss account

Financial assets
Financial assets are recorded

at amortised cost applying the
effective interest rate method
where they are classified as loans
and receivables or farr value
through profit and loss

Financial liabilities
Financial habilities are recorded

at amortised cost applying the
effective interest rate method

2016 2015

At the beginning and end of the year

1817 840 1817 840

Debt securities in issuc

On 5 May 2015, the company 1ssued £300 millon 4 50% Senior Unsecured Notes from its European Medium-Term Note

programme (EMTN)

The notes mature on 5 May 2022 and pay interest at a fixed rate annually in arrears

The company also has in issue a Euro-denominated note of €25 milkon 1ssued on 14 February 2014 The notes mature on

29 September 2017 and pays interest at a fixed rate of 3 48% semi-annually In arrears

Pareni company profit and loss account
The company’s profit for the year, determined in accordance with the Comparies Act 2006, was £27 803 000 (2015 £161 330 000)

Audit fees

Details of the company’s audit fees are set out In note 6 of the group financial statements

Dividends

Details of the company's dividends are set out in note 9 of the group financial statements

Share capital

Detalls of the company’s ordinary share capital are set out in note 41 of the group financial statements Details of the perpetual
preference shares are set out In note 42 of the group financial statements
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Audit opinion

(conlinued)

The audit opinian on the financial statements of the Investec ple parent company s included within the iIndependent auditor's report to
tha members of Investec plc within the combined consolidated Investec annual financial statements of Investec plc and

Investec Limited for the year ended 31 March 2016

Subsidiaries

Country of Interest
At 31 March 2016 Pnncipal actmvity incorporation held
Investec 1 Limited Investrment helding England and Wales 100%
Investec Finance (Jersey) Ltd Share trust Jersey 100%
Investec Helding Company Limited Investment holding England and Wales 100%
Curacao Investec Finance NV Dormant Curacao 100%
Investec Finance SARL Dormant Luxembourg 100%
TML Financial Seiuhons Ltd Holding company Irefand 100%
TML Financial Solstions {Two) Ltd Holding compary Ireland 100%
The Martgage Lender Ltd Holding company Irefand 100%
Investec Investments Limited Investrnent holding England and Wales 100%
Investec [UK) Limited Holding company England and Wales 100%
Investec Asset Management Limited Investment managemernt services England and Wales 85%
Investec Asset Management Luxembourg S.A. Management compary Lixembaourg 100%
Investec Asset Management Guernsey Limited Management compary and global dstnbutor  Guernsey 100%
Guinness Flight (Guernsey Nominees) Limited Nominee company Guernsey 100%
Investec Afnca Frontier Prvate Equity Fund GP Limited General partner to funds Guernsey 100%
Investec Asset Management Australia Pty Limited Sales and distnbution Australia 100%
Investec Asset Management Hong Kong Limited Sales and distnbution Hong Kong 100%
Investec Asset Management Singapore Pte Limited Sales and distnbution Singapore 100%
Investec Asset Management Tawan Umited Sales and distnbution Tamwan 100%
Investec Afnca Private Equity Fund 2 GP Limited General partner to funds Guemnsey 100%
Growthpoint Investec African Property Management Umted  Dormant Guernsey 100%
investec Asset Management North Amenica, Inc Sales and distnbution USA 100%
Investec Asset Management Switzerland GrmbH Sales and distribution Switzerland 100%
investec Fund Managers Limited Management comparty England and Wales 100%
Investec Captive Insurance Limited Captive msurance company Guemnsey 100%
Reichmans Geneva SA Investment holding Switzerland 100%
nvestac Group (UK) Plc Helding company England and Wales 100%
Guinness Mahon Group Ltd Holding company England and Wales 100%
Guinness Mahon Group Services Ltd Holdng company England and Wales 100%
Investe: Property Investments {South East) Ltd Dormant property company England and Wales 100%
investec Property Investments {Yorkshire) Ltd Dormant property company England and Wales 100%
Gunness Mahon Pension Fund Trustees Ltd Pension fund trustee England and Wales 100%
Guinness Mahon Holdings Ltd Holding company England and Wales 100%
Investec USA Holdngs Corporation Inc Holding company USA 100%
Investec Inc Investment holding USA 100%
Fuel Cell IP 1 LLC Investment holding UsA 100%
FuelCell P2 LLC Investment holding USA 100%
frvestec Secunties (US) LLC Financial services Usa 100%
Investec Bank plc Banlong nsttution England and Wales 100%
Rensburg Sheppards Pic Holding company England and Wales 100%
Investec Wealth & Investment Limited Investment management servicas England and Wales 100%
Anston Trustees Limited Non-trading England and Wales 100%
Bell Nominees Limited Non-trading England and Wales 100%
Carr Investment Servces Nominees Limited Non-trading England and Wales 100%
Carr PEP Nominees Limited Non-trading England and Wales 100%
CFC Partners Limited Venture fund advice England and Wales 100%
Click Nominees Limited Non-trading England and Wales 100%
Ferlim Nomineas Limited Nominea services England and Wales 100%
Hero Mominees Limied Nominee services Guemsey 100%
Investec Waalth & nvestment {Channel Islands) Limited Investmant management senices Guemsey 100%
Investec Click & Invest Limited Non-trading England and Wales 100%
Investec Wealth & Investment Trustees Lirnited Trustee services England and Wales 100%
Investment Administration Nominees Uimited Nan-trading England and Wales 100%
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{rontinued}

S u ])S i diﬂ l'i €8 (rontinued)

Country of Interest
At 31 March 2016 Pnncipal activity incorporation held
Wi Fund Management Limited Non-trading England and Wales 100%
PEP Servces {Nominees) Limited Non-trading England and Wales 100%
R & R Nominees bimited Non-trading England and Wales 100%
R S Trustees Limited Non-tradng England and Wales 100%
Rensburg Client Nominees Limited Nominee serices England and Wales 100%
Scarwood Nominees Limited Non trading England and Wales 100%
Spring Norminees Limited Non tradng England and Wales 100%
Torch Nominees Umided Nominee services Guemsey 100%
Tudor Naminess Limited Non-tradng England and Wales 100%
Willams De Broé Limded Non-trading England and Wales 100%
Rensturg investment Management Limitad Non-trading England and Wales 100%
Investec Australia Property Holdings Pty Lid Holding company Australa 100%
Investec Propco Pty Lid Property fund trustee Aystraia 100%
Investec Property Ltd Property fund trustee Australia 100%
Investec Property Management Pty Lid Property fund manager Australia 100%
Investec Wentworth Pty Limited Secunty trustes Australia 100%
Investec Holdings Australia Limited Holding company Australia 100%
Investec Australia Property Investments Pty Lid Investrment company Australia 100%
Investec Australia Finance Pty Limited Lending company Australia 100%
Investec Australa Limited Financial services Australia 100%
Bowden (Lot 32} Holdings Pty Ltd Holding company Australia 100%
Bowden (Lot 32) Pty Ltd Developrment company Australia 100%
Investec Australia Direct Investment Pty Limited Investment cormpany Australa 100%
Investec CWFIH Pty Limited Domant Australa 100%
Mannum Pawerco Pty Limited Dormant Australia 100%
Tungksllo Powerco Pty Lmited Dormant Australia 100%
Investec Australia Financial Markets Pty Limited Domant Australia 100%
Investec Australia Funds Management Limited Awviation trustea company Australa 100%
Investec [Australia) Investiment Management Pty Limited Awation fund company Australa 100%
Investec Wentworth Private Equrty Pty Limited Inactive private equity Australa 100%
WPE Nominees Pty Limited Custodian Australia 100%
Wentworth Assocates Pty Limited Domant Australa 100%
Sure Park Investments Pty Limited Holding company Austraka 100%
Sure Park Pnvate Pty Limited infrastructure comparny Australia 100%
Sure Park Pty Limited Infrastructure comparny Australa 100%
Aksala Limited Property company Ireland 100%
Investec Holdings {lreland) Ltd Holding company Ireland 100%
Investec Financial Management Ltd Financial services Irgland 100%
Investec Ireland Ltd Financial senices Ireland 100%
nvestec Intemational Ltd Awrcraft leasing Ireland 100%
Neontar Limited Holding company Ireland 100%
Investec Securties Holdngs Ireland Lid Holding company Ireland 100%
Investec Capital & Investments (retand) Ltd Wealth management and investment serices  reland 100%
Aurym Nominess Ltd Nomines company Ireland 100%
Investec [Arincity) Nomnees Ireland Lid Nominee company Ireland 100%
Irvestec (CapVest) reland Ltd Nomines comparry Ireland 100%
Investec (Development) Mominees Ireland Lid Nomines company freland 100%
Investec (Placings) Ireland Ltd Nominea company Ireland 100%
Investec (Thomas Street} Nominees No 2 Ltd Nominee compary Ireland 100%
Investec Broking Nominees Ireland Ltd Nomines company freland 100%
Investec Corporate Finance (ireland) Lirmited Corporate fnance (inactve) ireland 100%
Investec Ventures Iredand Limted Venture captal Ireland 100%
Venture Fund Principals Limited Specal partner Ireland 100%
tnvestec Personal Portiofio Irefand Limited lnvestment seraces Iretand 100%
Nua Homeloans Lid Mortgage services (inactve) Ireland 100%
Nua Morigages Ltd Mortgage ongination (nactve) Iretand 100%
Beeson Gregory Index Nominees Lirnited Dormant nomines company England and Wales 100%
CF Corporate Finance Limtted Leasing comparny England and Wales 100%
EVO Nomenees Limited Dormant nomnee company England and Wales 100%
Evolution Securties Nominees Limited Dormant nominee company England and Wales 100%
Investec Asia Limited Investment banking Hong Kong 100%
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Country of Interest
At 31 March 2016 Pnncipal activity Incarporation held
Investec (Beiying) Limted Invastment banking Peopie's Republic of 100%

China
Investec Asset Finance {Capital No 3) Limited Leasing company England and Wales 100%
investac Asset Finance (Management} Umited Leasing company England and Wales 100%
Investec Asset Finance Pic Leasing company England and Wales 100%
Mann Istand Finance Limited Leasing company England and Wales 100%
MI Vehicle Finance Limited Leasing compary England and Wales 100%
The Leasing Acquisition General Parinership Leasing partnership England and Wales N/A
Investec Bank (Channel Islands) Limited Banking nstitution Guernsey 100%
Investec Bank (Channel Islands) Nominees Limited Nominee company Guemsey 100%
Investec Bank {Nominees) Limited Nominee company England and Wales 100%
Investac Bank (Switzerland) AG Banking nstitution Switzerdand 100%
Investec Caprtal Asia Limited Investment banking Hong Kong 100%
Investec Capital Markets Limited Investment banking Hong Kong 100%
Investec Finance plc Debt issuance England and Wales 100%
Investec Group Investments (UK) Limited Investment halding company England and Wales 100%
ICF Investments Limtted Investrnent holding company England and Wales 100%
Investec GP {Jersey} Limted Investment ho'ding company Jersey 100%
Investec Trust Holdings AG Investment holding comparty Switzerland 100%
GFT Ho'dings Limited Holdng company England and Wales 100%
Bayeux Trustees Limited Corporate trustee Guemnsey 100%
Finistere Directors Umied Corparate director Brtish Virgin 1slands 100%
Finistere Limited Corparate nominge Guernsey 100%
Firistere Nominees bimited Corporate nominee Guernsey 100%
Finistere Secretanes bimited Corporate secretary Guernsey 100%
GFT Directors Limited Corporate director Brtish Virgin [slands 100%
TG Limited Trust and comparny admin Guemsey 100%
Investec Investment Trust Plc Debt 1ssuer England and Wales 100%
Investec investments (UK) Limited Investment holding company England and Wales 100%
Evolution Capital Investments Umited Investment holding company Jersay 100%
Canada Water {Developments) Limited Property company England and Wales 100%
Curlew tnvestments Limited Invastment holding company Brbish Virgn Islands 100%
Curlew Group Holdings Lirited nvestment holding comparny Canada 42 50%
Investec Secunties Limited Invastment holding company England and Wales 100%
Gunness Mahen Leasing Limited Leasing company England and Wales 100%
HEV Guemsey bmrted Investment holding comparnty Guernsey 100%
Investec Captal Senices {(India} Prvate Limited Trading company India 75%
Investec Palinghurst (Cayman) LP Investment holding partnership Cayman Islands 58 30%
Investec North Amenca Limited Trading company Canada 100%
Investec Property Developments Limited Dormant comparty England and Wales 100%
PEA Leasing Limited Leasing company England and Wales 100%
Quanturm Funding Lirmited Leasing company England and Walas 100%
Quay Nominees Limited Nominee company England and Wales 100%
Technology Nominees Limited Nomines England and Wales 100%
Torteval LM Limuted rvestment hotding cornpany England and Wales 100%
Torteval Funding LLP Financing company England and Wales 100%
Tudor Tree Propertes Umited Property company England and Wales 100%
Willbrow Nominees Limited Nominee company England and Wales 100%
Associates
Gerber Finance Inc Trade Finance USA 50%

Stockbrolang and porifolio

Hargreave Hale Limited Management England and Wales 35%
Virtual Lease Servces Lease serices provider England and Wales 49%
wmarkets (Holdings) Limtted Ontne trad ng platform Hong Kong 33%
Investec GLL Global Specal Opportunities Real Estate Fund  Property development Luxembourg 5%
Trust Project No 9 unit Trust Property development Austraha 50%
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Contact details

AUSTRALIA, BRISBANE

HONG KONG

NORTHERN IRELAND, BELFAST

Leve!l 36 Ripanan Plaza

71 Eagle Street Bnsbane

QLD 4001 Australa

Telephone (61} 7 3106 8970
Facsimile  {B1) 2 9293 6301
e-mall australia@nvestec com au

AUSTRALIA, MELBOURNE

L.evel 13 120 Colins Street
Melbourne

GPO Box 2280

VIC 3001

Telephone (61} 3 8660 1000
Facsimile  {61) 3 8660 1010
e-mall australa@investec com au

AUSTRALIA, SYDNEY

Level 23, The Chifley Tower

2 Chifley Square

Phillip Strest Sydney

GPO Box 4411 NSW 2000 Australia
Telephone {61) 2 9293 6300
Facsimile {61) 2 9293 6301

e-mall australla@investec com au

CHINA, BEIJING

Room 11 5/F West Tower

World Finance Centre

No 1 East 3rd Ring Middle Road
Chaoyang Distnct

Beying 10 002 PR China
Telephone (86 10} 8535 6200
Facsimile {86 10) 8535 6299

GUERNSEY

Glategny Court

Glategny Esplanade, GY1 1WR
Channet Islands

Telephone +{44) 1481 723 506
Facsimile  +{44) 1481 741 147
e-mail enquines@investec-ci com

Surte 3608 36/F

Two Intemational Finance Cenire

8 Finance Street

Central Hong Kong

Telephone (852} 3187 5000
Facsimie (852) 2524 3360

e-rmall Investec asia@nvestecmatl com

Suttes 2602 - 06 Tower 2 The Gateway
Harbour City Tstmshatsul Kowloon
Hong Kong

Telephone (852) 2861 6388

Facsmile (852) 2861 6861

INDIA, MUMBAI

902, The Capital

Plot No C-70 Block

Bandra Kurla Complex Bandra (East)
Mumbal 400051

India

Telephone (91) 226 136 7410

IRELAND, CORK

One Albert Quay

Cork

Irgland

Telephone (353 21) 237 3800
g-mall corkinfo@investec e

IRELAND, DUBLIN

The Harcourt Buillding
Harcourt Street, 2

Dubshn Irgland

Telephone {353 1) 421 DOOO
Facsmie (353 1) 421 0500
e-mall Info@investec 18

JERSEY

One The Esptanade, St Melter
Jarsey

JE2 3QA Channel Islands
Telephone ({44} 1534 512 650
Facsimile {44) 1534 285 174
e-mall enquines@investec-ci com

LUXEMBOURG

32/36 Boulevard d"Avranche
L-1160

Luxembourg

Telephone {352 264) 879 8000
Facsimle (352 264) 970 8888
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5th Floor Centrepoint

58-60 Bedford Street, Betfast
BT2 7DR, Northern Ireland
Telephone {44 2880) 321 002
Facsimile (44 2890 244 852

SINGAPORE

25 Duxton Hill #03-01

Singapore 089608

Telephone (65) 6653 5550
Facsimile  {65) 6653 5551

e-maill Invesiec sg@mnvestecmall com

SWITZERLAND, GENEVA

3 Place des Bergues

Geneva 1201 Switzerland
Telephone (41) 22 807 2000
Facsimile  (41) 22 807 2005
e-mall enquines@nvestectrust ch

TAIWAN

Unit B 20F Taipel 101 Tower

7 Xin YiRd Sac 5 Taipes 110 Tawan
Telephone (B86 2} 8101 0800
Facsimile (886 2) 8101 0800

UNITED KINGDOM, BATH

Royal Mead, Railway Place
Bath, BA1 15R UK
Telephone {44122} 534 15680
Facsimile  {44122) 534 1581

UNITED KINGDOM, BIRMINGHAM

Colmore Plaza, Colmare Circus
Bimingham, B4 BAT, UK
Telephone {44121) 232 0700
Facsimile (44121) 232 0701

UNITED KINGDOM,
BOURNEMOUTH

Midland House, 2 Poole Road
Bournemouth, BH2 5Q, UK

Telephone (44120) 220 8100
Facsimile (44120} 220 B101




UNITED KINGDOM,
CHELTENHAM

Festival House

Jessop Avenue Cheltenham
GL50 38H, UK

Tetephone (44 1242) 514 756
Facamile (44 1242) 583 936

UNITED KINGDOM, EDINBURGH

Quartermile One, 15 Launston Place
Edinburgh

EH3 GEN, UK

Telephons (44 131) 226 5000
Facsimie (44 131) 226 5700

UNITED KINGDOM, EXETER

Keble House, Scutharnhay Gardens
Exeter, EX1 1NT, UK

Telephone (44139) 220 4404
Facsimte (44139) 242 6176

UNITED KINGDOM, GLASGOW

4th Floor, 5 George Square
Glasgow, G2 1DY, UK
Telephone (44141} 333 9323
Facsimile (44141} 332 9920

UNITED KINGDOM, GUILDFORD

Unit 4, The Billings, 3 Walnut Tree Close
Guildford, GU1 4UL, UK

Tetephone (44148) 330 4707
Facsimile  [44148) 345 5271

Contact details

UNITED KINGDOM, LEEDS

fcontinued}

UNITED KINGDOM, READING

Quayside House, Canal Wharf
Leeds, LS11 5PU, UK

Telephone {44113) 245 4488
Facsimile {44113) 245 1188

UNITED KINGDOM, LIVERPOOL

Investec Asset Finance plc

Reading Internationa! Business Park
RG2 6AA, UK

Telephone {0844) 243 4111

UNITED KINGDOM, REIGATE

100 Old Hall Street Liverpool
L3 9AB, UK

Telephone {44 151) 227 2030
Facsimile {44 151) 227 2444

UNITED KINGDOM, LONDON

43 Londen Road Reigate, Surrey
RH2 9PW, UK

Telephone (44 173) 722 4223
Facesimile (44 173) 722 4197

UNITED KINGDOM, SHEFFIELD

2 Gresham Street, London
EC2V 7QP, UK

Telgphone {44 207) 597 4000
Facsimile (44 207) 597 4070

30 Gresham Sireet, London
EC2V 7QN, UK

Telephone (44 207) 597 1234
Facsmile (44 207) 597 1000

25 Basinghall Street, London
EC2V 5HA, UK

Telsphone (44 207) 597 1800
Facsimile (44 207) 597 1919

UNITED KINGDOM,
MANCHESTER

3 Hardman Street Spinningfields
Manchester M3 3HF UK
Telephone {44 161) 832 6868
Facsimile (44 161) 832 1233

Beech House

61 Napier Street Sheffield

S11 8HA, UK

Telephons (44 114) 275 5100
Facsimie (44 114) 270 1109

UNITED STATES, NEW YORK

1270 Avenue of the Americas
29th Floor

New York, NY 10020

Untted States of Amenca
Telephone (212) 259 5610
Facsimile (917) 206 5103
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Corporate information

SECRETARY AND REGISTERED

OFFICE

Dawd Miller

2 Gresham Street

Londen EC2V 70P

United Kingdom

Telephone {44) 20 7597 4000
Facsimile {24) 20 7597 4481

INTERNET ADDRESS

WWW Investec com

REGISTRATION NUMBER

Reg No 3633621

AUDITORS

Ernst & Young LLP

TRANSFER SECRETARIES

Computershare Investor Services plc
The Paviions

Bndgwater Road

Bnstol BS99 677

United Kingdom

Telephone {44) 879 702 0003

DIRECTORATE

Q Refer to pages 137 and 138

For contact details for
Investec offices refer to

pages 244 and 245

For quenes regarding information in this document

INVESTOR RELATIONS

Telephone (44) 20 7587 5546/(44) 20 7597 4493

a-mall Investorelations@nvestec com

Internet address

www Investec com/en_za/#home/investor_relations html
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