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Glossary of terms

Forward-looking statements

Certain sections in this document contain 'forward-looking statements' as that term is defined in the United States
Private Securities Litigation Reform Act of 1995, such as statements that include the words 'expect’, 'estimate’,

'project’, 'anticipate’, 'believes', 'should', 'intend', 'plan’, 'could’, 'probability’, 'risk’, "Value-at-Risk (VaR)', 'target’, 'goal’,
'objective’, 'will', 'endeavour’, 'outlook’, 'optimistic', 'prospects’ and similar expressions or variations on such
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expressions.

In particular, this document includes forward-looking statements relating, but not limited to: the Group's restructuring
plans, capitalisation, portfolios, net interest margin, capital ratios, liquidity, risk weighted assets, return on equity
(ROE), profitability, cost:income ratios, leverage and loan:deposit ratios, funding and risk profile; certain
ring-fencing proposals; the Group's future financial performance; the level and extent of future impairments and
write-downs, including sovereign debt impairments; the protection provided by the Asset Protection Scheme (APS);
and the Group's potential exposures to various types of market risks, such as interest rate risk, foreign exchange rate
risk and commodity and equity price risk. These statements are based on current plans, estimates and projections, and
are subject to inherent risks, uncertainties and other factors which could cause actual results to differ materially from
the future results expressed or implied by such forward-looking statements. For example, certain of the market risk
disclosures are dependent on choices about key model characteristics and assumptions and are subject to various
limitations. By their nature, certain of the market risk disclosures are only estimates and, as a result, actual future
gains and losses could differ materially from those that have been estimated.

Other factors that could cause actual results to differ materially from those estimated by the forward-looking
statements contained in this document include, but are not limited to: the full nationalisation of the Group or other
resolution procedures under the Banking Act 2009; the global economic and financial market conditions and other
geopolitical risks, and their impact on the financial industry in general and on the Group in particular; the financial
stability of other financial institutions, and the Group's counterparties and borrowers; the ability to complete
restructurings on a timely basis, or at all, including the disposal of certain Non-Core assets and assets and businesses
required as part of the EC State Aid restructuring plan; organisational restructuring, including any adverse
consequences of a failure to transfer, or delay in transferring, certain businesses, assets and liabilities from RBS Bank
N.V. to RBS plc; the ability to access sufficient funding to meet liquidity needs; the extent of future write-downs and
impairment charges caused by depressed asset valuations; the inability to hedge certain risks economically; costs or
exposures borne by the Group arising out of the origination or sale of mortgages or mortgage-backed securities in the
United States; the value and effectiveness of any credit protection purchased by the Group; unanticipated turbulence
in interest rates, yield curves, foreign currency exchange rates, credit spreads, bond prices, commodity prices, equity
prices and basis, volatility and correlation risks; changes in the credit ratings of the Group; ineffective management of
capital or changes to capital adequacy or liquidity requirements; changes to the valuation of financial instruments
recorded at fair value; competition and consolidation in the banking sector; HM Treasury exercising influence over
the operations of the Group; the ability of the Group to attract or retain senior management or other key employees;
regulatory or legal changes (including those requiring any restructuring of the Group's operations) in the United
Kingdom, the United States and other countries in which the Group operates or a change in United Kingdom
Government policy; changes to regulatory requirements relating to capital and liquidity; changes to the monetary and
interest rate policies of central banks and other government and regulatory bodies; impairments of goodwill; pension
fund shortfalls; litigation and regulatory investigations; general operational risks; insurance claims; reputational risk;
changes in UK and foreign laws, regulations, accounting standards and taxes, including changes in regulatory capital
regulations and liquidity requirements; the recommendations made by the UK Independent Commission on Banking
and their potential implications; the participation of the Group in the APS and the effect of the APS on the Group's
financial and capital position; the ability to access the contingent capital arrangements with HM Treasury; the
conversion of the B Shares in accordance with their terms; limitations on, or additional requirements imposed on, the
Group's activities as a result of HM Treasury's investment in the Group; and the success of the Group in managing the
risks involved in the foregoing.

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

hereof or to reflect the occurrence of unanticipated events.

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

Presentation of information

The financial information on pages 5 to 61, prepared using the Group's accounting policies, shows the underlying
performance of the Group on a managed basis which excludes certain one-off and other items. This information is
provided to give a better understanding of the results of the Group's operations. Group operating profit on this basis

excludes:

movements in the fair value of own debt;

Asset Protection Scheme credit default swap - fair value changes;

Payment Protection Insurance costs;

sovereign debt impairment and related interest rate hedge adjustments;

amortisation of purchased intangible assets;
integration and restructuring costs;

gain on redemption of own debt;

strategic disposals;

bonus tax; and

RFS Holdings minority interest (RFS MI).

Net interest margin

The basis of calculating the net interest margin (NIM) was refined in Q1 2011 and reflects the actual number of days
in each quarter. Group and divisional NIMs for 2010 have been re-computed on the new basis.

Results summary

Quarter ended
30 June 31 March 30 June

2011 2011 2010
£m £m £m

Core
Total income (1) 6,789 7,547 7,307
Operating expenses (2) (3,557) (3,798) (3,528)
Insurance net claims (703) (784)  (1,108)
Operating profit before impairment
losses (3) 2,529 2,965 2,671
Impairment losses (4) (853) (872) (1,097)

Half year ended
30 June 30 June
2011 2010
£m £m
14,336 15,513
(7,355) (7,319)
(1,487) (2,111)
5,494 6,083
(1,725)  (2,068)
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Operating profit (3) 1,676 2,093 1,574 3,769 4,015

Non-Core

Total income (1) 978 486 856 1,464 1,773

Operating expenses (2) (335) (323) (575) (658) (1,214)
Insurance net claims (90) (128) (215) (218) (348)
Operating profit before impairment

losses (3) 553 35 66 588 211

Impairment losses (4) (1,411) (1,075 (1,390) (2,486)  (3,094)
Operating loss (3) (858) (1,040) (1,324) (1,898) (2,883)
Total

Total income (1) 7,767 8,033 8,163 15,800 17,286

Operating expenses (2) (3,892) (4,121) (4,103) (8,013) (8,533)
Insurance net claims (793) 912) (1,323) (1,705) (2,459)
Operating profit before impairment

losses (3) 3,082 3,000 2,737 6,082 6,294

Impairment losses (4) (2,264) (1,947) (2,487) 4,211) (5,162)
Operating profit (3) 818 1,053 250 1,871 1,132

Fair value of own debt 339 (480) 619 (141) 450

Asset Protection Scheme credit
default swap -

fair value changes (168) (469) 500 (637) -
Payment Protection Insurance costs (850) - - (850) -
Sovereign debt impairment (733) - - (733) -
Other items (84) (220) (195) (304) 413)
(Loss)/profit before tax (678) (116) 1,174 (794) 1,169

Memo: (Loss)/profit before tax, pre
APS (510) 353 674 (157) 1,169

For definitions of the notes refer to page 7.

Results summary (continued)

Quarter ended Half year ended
30 June 31 March 30June  30June 30 June
Key metrics 2011 2011 2010 2011 2010

Performance ratios
Core
- Net interest margin



