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1.1 The regulatory landscape continues to evolve

Regulatory Theme Upcoming regulations

O

Capital Finalisation of Basel Il (Basel Countercyclical Buffer  (PCN Crypto Assets Reso'lution.Framework
Iv) CCyB) (including Flac)
Funding Net Stable Funding
Ratio Amendment (NSFR)

A

Financial Depositor Insurance Scheme Climate Risk
.1 imate Ris

Stability (DIS)

I:I Timing
A A Banks only impact

Benchmark O

Reform Jibar Transition to ZARONIA Benchmark Code of Conduct A Financial market impact
|:| Topic covered



1.2 Balance Sheet and Capital Stack

[ Bank Balance Sheet ° Bank Capital

Pillar 2 — Regulatory

HQLA Other Liabilities Add-on
Trading portfolio Secured creditors Market Risk
Preferred creditors Operational Risk

Unsecured creditors

Flac
. Senior Deriva-
Customer Lending debt tives Buffers / Surplus
Tier 2
Flac Credit Risk - _
Regulatory debt Additional tier 1 (AT1)
instruments B o
Equity & Preference : Core equity tier 1 (CET1)

Other Assets
: Share




2. Market Considerations

Senior Unsecured Bonds

Domestic
Eurobond Liquidity
risk
mitigation

Long Term
>3years Board
approved

funding plan

E&S considerations

Green Green Use

Regulatory Capital

Board T2 10-year
approved non-call 5

capital plan
bra b Flac to be

issued from
2025

AT1 issued
perpetual
callable in 5

Domestic
Eurobond

years

Capital & Long-term Funding Activities

Loan markets

Capital &
Funding

Syndicated

Bilateral

Governance

Monitoring

‘Balance Sheet Optimisation

Securitisation

Asset sales

Credit
protection
-Financial
LEICINEES

3 Lines of

defence

washing? & market

announcements

of Proceeds Sustainability-

Linked Reporting

Sustainable DMTN and
Use of

Proceeds

Social Use

Risk EMTN
of Proceeds

Management programmes




3. Pricing

ESG vs Vanilla
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4.1 Flac Issuance

South African Bank is expected to be the driver for the Flac

calibration in Bank Group Flac characteristics

Flac issuances need to:

Designated Institution External 1) Beissued out of the holding company
Flac 2) Governing law of the bail-in clauses is South Africa
issuance 3) Be fully paid
T 4) Be unfunded by the issuing designated institution
5) Be unsecured
I 6) Not be subject to set-off
Bank Limited (SA) 7) Have a min?mum initial.rr?aturity of.24 months
8) Have a minimum remaining maturity of 12 months
9) Set out the ranking of the instruments in line with the creditor hierarchy
orporate and. 10) Not contain derivative-linked features
11) Not contain acceleration clauses
Retail and 12) Be for sum equal to or more than the prescribed minimum denomination when converted

Business Bank

to South African rands
13) Deduct Flac holdings issued by other designated institutions
14) Terms and conditions of the instrument are to be approved by the SARB
15) No early redemption unless:

i. The instrument ceases to qualify as Flac; or

ii. Demonstration to the SARB that redemption will not result in minimum
requirements being breached

. Resolution entity — determines the size of Flac requirement based on expected
size of the post resolution balance sheet




4.2 Flac iIssuances are expected to replace senior

R’billions R’'millions

R’bn of issuance
Banks

included | v

‘ ‘ 214 212 >10 years I 2568

AGL 47 259
SBK 61 024
7-10years [ 6566
Sl CBL2 250 5-7vears [N 30170
FNB 54 297
IFigures represented as at 30 June 2024.
Assumptions:

Market incorporates the same assumptions as Absa, including Asset/RWA growth, using the respective peer’s balance sheet
minCAR: 8% Capital adequacy ratio, 1% Pillar 2A, 0.5% Pillar 2B
Fully phased in, Flac is required to at least 1/3 of total loss absorbing capital (minCAR + MFR).
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5. ESG Considerations

Banks published sustainable finance issuance frameworks under which it intends to issue thematic instruments such as
green, social and/or sustainability bonds, loans and/or deposits, earmarked specifically for use of proceeds.

Aligned to international best practices and guidance as issued by the International Capital Markets Association (ICMA) and
the Loan Market Association guidelines (LMA)

ICMA/LMA Core Components

Use of proceeds Process for project evaluation | Management of proceeds Allocation and impact

, and selection reporting
Develop the Bank’s Taxonomy Group applies a 3-step approach Proceeds of issuances are Banks will prepare publish annual

based on ICMA principles and i.e.: categorisation, screening held in a sub portfolio and allocation and impact reports
national guidelines. Taxonomy and approval of eligible assets earmarked for financing and which will be verified by external
mapped to group’s priority Sustainable Asset Register (SAR) refinancing of green and auditors
SDG's has been developed to track social assets

eligible assets

A Second Party Opinion (SPO) is provided on the framework. The framework, SPO and annual reports are made
available on the Bank’s website
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