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Nedbank Group Limited (formerly Nedcor Limited) is a bank holding
company that, through its principal banking subsidiary, Nedbank
Limited, together with the other members of the Nedbank Group,
operates as one of the four largest banking groups in South Africa.

The group offers a wide range of wholesale and retail banking
services through three main business clusters: Nedbank Corporate;
Nedbank Capital; and Nedbank Retail. The principal services offered
by the group comprise corporate and retail banking, property
finance, investment banking, private banking, foreign exchange and
securities trading. Nedbank Group also generates income from
private equity, credit card issuing and processing services, custodial
services, unit trust administration, asset management services and
bancassurance.

Nedbank Group’s headquarters are in Sandton, Johannesburg, with

large operational centres in Durban and Cape Town, which are

complemented by a regional network throughout South Africa and

facilities in other Southern African countries. These facilities are

operated through Nedbank Group’s nine subsidiary and/or affiliated

banks, as well as through branches and representative offices in

certain key global financial centres that serve to meet the

international banking requirements of the group’s South African-

based multinational clients.

The company’s ordinary shares have been listed on the JSE since

1969.

Value added is the wealth created from providing 2005 2004

quality services to clients Rm % Rm %

Net interest income 8 529 72 7 145 79

Impairment charge on loans and advances (1 189) (10) (1 217) (13)

Margin on lending 7 340 62 5 928 66
Non-margin-related income 9 477 80 7 992 89

Other expenditure (5 017) (42) (4 912) (55)

11 823 100 9 006 100

Value allocated
– Employees 5 290 45 5 175 57
– Government (taxes) 1 363 12 1 099 12
– Shareholders 1 188 10 638 7
– Retentions for growth 3 959 33 2 096 24

Depreciation and amortisation 850 7 852 10
Retained income 3 109 26 1 244 14

11 800 100 9 008 100

Value-added statement
for the year ended 31 December 2005

About Nedbank Group



Indicator 2005 2004 Progress

Headline earnings (Rm) 3 167 1 743 �
Headline EPS (cents) 797 483 �
ROE (%) 15,5 11 �
Efficiency ratio (%) 65,1 71,8 �
ROA (%) 0,93 0,54 �
Group capital adequacy (%) 12,9 12,1 �
Funds under management (Rm) 72 063 60 369 �
Share price appreciation 2 220 1 577 �
Number of permanent staff 22 188 21 103 �
% of black generic staff at executive level 18,2 25 �
% of black generic staff at senior management level 15 10,9 �
% of black generic staff at middle management level 27 19,5 �
% of black generic staff at junior management level 38,1 33,4 �
Training and skills development spend as % of payroll 2,32 2,6 �
Client satisfaction ratings for Nedbank Retail (%) 64,1 60,7 �
Compliance % of buildings participating in the 

Occupational Health and Safety Programme 98,94 95,7 �
Corporate social investment spend (Rm) – excluding affinity programmes 35 43,2 �
Energy consumption in kilowatt-hours 82 722 132 75 617 183 �
Water consumption in kilolitres 346 485 341 575 �
Green Trust disbursements (Rm) 4,2 4,5 �

Inclusion in sustainability indices 

Dow Jones World Sustainability Index � � �
JSE SRI Index � � �

(Rated in top 20%)

The group's vision is to become  outhern Africa's 
most highly rated and r espected bank by staff, 
clients, shar eholders, r egulators and communities.

Key sustainability indicators 
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In the 2004 year-end results announcement in February 2005 Nedbank Group outlined five major action plans that form the foundation of the
group’s three-year plan. An update on the group’s progress and delivery against each of these actions is detailed below:

Making progress in 2005

� Ensure that income growth is at least 9% higher than
expense growth (9% ‘jaws’ ratio) (on a three-year
compound annual growth rate basis with 2004 
as the base)

Good progress has been made towards achieving this target.
Gross operating income (excluding foreign currency translation
gains) grew by 9,6% while total expenses (excluding the cost of
the BEE transaction) reduced by 1,6% for the period, resulting in
a ‘jaws’ ratio of 11,2%. If the cost of the BEE transaction is
included, expenses increased by 2,0%, resulting in a ‘jaws’ ratio
of 7,6%.

� Maintain market share from the second half of 2005

Although the group continued to lose market share in total
advances, there has been a slowdown in the rate of decline
during the second half of 2005, particularly in the key area of
home loans in Nedbank Retail. The group continued to lose
market share in credit card balances during 2005, partially as a
result of the group’s high proportion of clients who do not make
use of revolving credit balances. However, the impact of growing
at a slower rate than the market did not have a significant effect
on the group’s progress against its three-year plan as the market
as a whole, and particularly the retail banking sector, grew more
than initially expected. The group grew market share in Mzansi
accounts and cash handling. Nedbank Capital maintained its
strong market share and Property Finance held its dominant
market position among the banks in commercial and industrial
real estate. Nedbank Retail maintained its significant market
share in card acquiring.

� Grow non-interest revenue through a focus on
transactional revenue

In order to grow transactional revenue, the group has created
focused teams and is implementing a range of initiatives to
improve cross-selling, upselling, client service, pricing and
bancassurance. Nedbank Corporate started piloting a new
integrated electronic banking platform towards the end of 2005
and has begun rolling this out to clients during 2006. Nedbank

Retail’s expanded branch footprint has improved accessibility
and reach, which together with a more outward focus, positions
the group to grow transactional revenue. The group’s
bancassurance revenue continued to grow strongly, with new
business premiums increasing by 40% in 2005. As reported with
the interim results in July 2005, the group recognises that
transactional revenue growth is a longer-term goal and the full
benefits are only expected to be realised over the next few years.

� Build Nedbank Retail

Nedbank Retail has historically generated ROEs significantly
lower than its retail banking peers. A key focus of the group is to
deliver the financial turnaround of Nedbank Retail while
improving client service. Following the restructuring of Nedbank
Retail in 2004, good progress has been made in growing revenue
and containing expenses, resulting in headline earnings
increasing by 66,3% and ROE increasing from 12,1% to 18,4%.
The integration of Nedbank and Peoples Bank was completed
during the year under review and over 1,5 million clients were
seamlessly migrated onto Nedbank systems.These Peoples Bank
clients are now offered the full range of Nedbank’s products and
services, providing considerable upsell and cross-sell
opportunities. This also resulted in the group increasing its
Nedbank-branded branches to 426 by the year-end, including
the opening of 24 new branches, the majority being in
previously underserviced areas.

� Transform the business beyond the Financial Sector
Charter (FSC) targets

The group is committed to going beyond mere compliance with
the FSC targets. Nedbank Group’s unique BEE transaction, with
a value of more than R3 billion, resulted in a broad range of
black stakeholders acquiring direct ownership worth 11,5% of
the value of the group’s South African businesses.

The Eyethu scheme for retail clients attracted 47 548
applications worth R740 million, making it the largest retail share
scheme by value ever in South Africa. The corporate scheme
involved 76 black corporate and business banking clients.

The working relationship with the strategic black business
partners (BBPs), namely the Brimstone consortium, the Wiphold
consortium and Aka Capital, is progressing well, with numerous
deals having been introduced by these partners to the bank. The
BBPs are also working closely with management on all other
areas of transformation in the group, including employment
equity, skills development, procurement and social
responsibility.

After a slow start, the group has increased its market share of
new Mzansi accounts and Nedbank Capital and Nedbank
Corporate continue to be at the forefront of structuring,
financing and advising on BEE transactions.



Nedbank Group strategy 2006 – 2008

4 Achieve profitable asset growth in line with the
market

In 2006 Nedbank Group aims to regain market share in the home
loans, business banking and asset finance categories, while maintaining
a dominant position in corporate banking and property finance.

� In Nedbank Retail the rate of market share loss declined
significantly in home loans and asset-based finance as the
benefits of major process and strategic initiatives started to be
realised. The card business continued to lose market share in
advances, but has gained an increasing share of the
transactional card market.

� Business Banking has been reorganised to improve client service
and the more decentralised strategy has started to yield results,
particularly in the Western Cape. Corporate Banking launched
specific initiatives to drive growth, including strategic account
planning and the implementation of client value management,
both initiatives that will also aid growth in transactional
banking. Corporate Banking will also focus on benefiting from
the expected growth in the public sector.

5 Drive quality transactional banking growth

The group will continue to focus on gaining new clients through
cross-selling existing products and a focus on transactional banking.
Many of the benefits of the restructuring of the past two years will
only be delivered in 2006.

� Nedbank Retail bedded down its new structure, initiated staff
training, improved morale, focused on channels to market and
launched new products (for example, the Nedbank Children’s
Affinity), all geared towards achieving growth in  client numbers,
increasing cross-sell ratios and driving bancassurance
penetration. The Peoples Bank integration effectively enhanced
the Nedbank Retail footprint by boosting the number of
Nedbank branches to 426.

� Nedbank Corporate developed a focused transactional banking
unit and started to improve its corporate banking systems with
a channel convergence project scheduled for implementation in
the first half of 2006 as well as joint initiatives with Nedbank
Capital to increase cross-sell and improve client service.

1 Achieve revenue growth targets and manage capital
to meet 2007 targets

The group is unwavering in its quest to meet its financial

objectives of a return on ordinary shareholders’ equity (ROE) of

20% and an efficiency ratio of 55% by 2007. The group aims to

have closed the gap on its competitors by 2008, and deliver an

ROE and efficiency ratio in line with the other major banking

groups, providing that the industry adopts a comparable

accounting basis for issues such as BEE and goodwill.

2 Build credible three-year plans to ensure a long-
term focus

It is no longer only a question of achieving the group’s financial

targets, but also delivering sustainable performance. To ensure

sustainable and real performance improvement the group has

placed a heavy weighting on achieving the main business

performance indicators that will ensure a longer-term focus,

rather than on merely meeting short-term targets.

3 Build a high-performance culture to achieve targets
and improve client service

Building a high-performance culture is a prerequisite for Nedbank

Group to achieve its ambitious growth targets and improve client

service. The first steps in the transformation of the culture will be

to improve staff morale by addressing any inequalities in

remuneration practices, aligning incentives with strategic

objectives, ensuring market-related remuneration for market

performance, providing product, sales and service training, and

creating management development opportunities. Projects to be

undertaken in 2006 to assist in building a high-performance

culture include aligning employee benefits and eliminating the

hierarchical job grading system in the group. The group will focus

on building this sense of accountability and empowering staff to

deliver superior client service in whatever roles they fulfil in the

organisation. The Chief Executive and leadership team are

committed to this change and will strive to include the values of

integrity, accountability, respect, pushing beyond boundaries and

being people-centred in every decision they make.

Nedbank Group’s vision, values and long-term strategy

In 2004 Nedbank Group defined a common vision, groupwide values and a strategic framework to guide the collective

efforts across the group. In 2005 Nedbank Group divisions continued to align their three-year plans with this strategic

framework, and in 2006 the groupwide framework will again drive the group’s pursuit of its strategic objectives.

Strategic focus areas for 2006 to 2008

Building on the strategic objectives for 2005, the group has refined the strategic framework by defining 12 key strategic focus

areas. To ensure focused delivery against these objectives the three main business clusters have developed detailed three-

year plans to ensure the achievement of the targets. These targets form the basis of all performance agreements, from those

of the Chief Executive and his leadership team to those of all staff in the Nedbank Group.



� Nedbank Capital will focus on the development of various new
products through sharpening its focus on innovation.
Substantial synergies will also be unlocked by enhancing its 
cooperative business model with Nedbank Corporate.

6 Deliver worldclass service

Nedbank Group aims to match industry service levels in 2006 and
to surpass its competitors on service and client experience in 2007.
By 2008 the group plans to be able to claim superior service as 
a recognised competitive differentiator.

� Nedbank Retail will refine its client segmentation strategy,
improve processes and integrate systems, intensify staff
training, multiskill frontline employees, improve client
information integrity and availability and roll out tactical service
improvement initiatives. In Home Loans specifically, process
improvements have already resulted in market share gains.
There will also be an intensive focus on optimising the branch
network and upgrading the ATM network.

� Nedbank Corporate is driving deeper relationships and
partnerships with clients, as well as utilising sectoral
specialisation to provide more value-added services to clients.

� Nedbank Capital has been on a service improvement drive for
most of 2005 and will continue to focus on service
improvement, specifically through embedding the coverage
model with Nedbank Corporate, better understanding of client
needs and offering solutions rather than products.

7 FSC targets

Nedbank Group aims not only to achieve, but exceed, its annual FSC
targets. Clusters are driving a large number of diverse FSC
programmes.

Nedbank Group announced an industry-first, broad-based BEE deal,
which incorporated clients, business partners, communities and
staff. The group aims to leverage the benefits of the transaction,
with particular focus on the client schemes in Nedbank Retail and
Nedbank Corporate.

� The group will continue to invest in the community and plans to
maintain its annual corporate social investment (CSI) spend well
above the required target and competitor contributions.

8 Unleash group synergies

Nedbank Group will play an integral role in the growth aspirations
of the Old Mutual Group in southern Africa. Following the progress
made on extracting synergies in 2005, the three South African
divisions of Old Mutual plc – Nedbank Group, Old Mutual (South
Africa) and Mutual & Federal – will continue to work closer together
and drive revenue and cost synergies that have been identified.
Specific and measurable synergy targets have been incorporated
into the performance scorecards of each division.

9 Optimise risk and capital 

The group aims to be at the forefront of risk management in the
country and will be implementing an economic capital framework
on the back of Basel II to optimise the risk-adjusted return on
capital. The group will continue to focus on optimising the level, mix
and structure of its capital base within the current regulatory
context both to ensure a smooth transition to Basel II in 2008 and
the meeting of risk appetite targets.

10 Improve innovation

By 2008 Nedbank Group aims significantly to improve its
innovation delivery capability, with a particular focus on driving
down the cost of information technology (IT) project delivery and
improving time-to-market. The group also aims to improve the
process of determining, prioritising and selecting the right
innovation projects to optimise the return on investment.

11 Improve management information systems (MIS)

Following the extensive progress that has been made in improving
MIS in 2005, a sophisticated financial processing architecture
project has been launched. The primary characteristics of the
proposed solution are the integration of financial and risk
architectures, a single enterprise data warehouse ensuring
consistency of data used for reporting, standardisation across the
group to reduce manual-intensive reconciliation processes,
groupwide integrated planning, budgeting and forecasting solutions,
a financial consolidation process that facilitates greater
accountability at business cluster level and the ability to respond
timeously and cost-effectively to evolving statutory and regulatory
reporting requirements such as Basel II and International Financial
Reporting Standards. The first two phases of the project will be
completed by mid-2007.

12 Reposition the brand

Nedbank continues to be repositioned as a bank that is accessible to
all South Africans, overcoming perceptions that the brand is elitist. A
new brand expression, ‘Make Things Happen’, was launched in
January 2006 to entrench Nedbank as a bank that is committed to
understanding and meeting the needs and aspirations of all. The
nationwide multimedia campaign message will position the new
Nedbank in a more relevant and approachable manner. Nedbank
aims to be the most respected and aspirational brand across all
client segments by 2008.
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Ther e is no miracle moment, Small incr emental
wins in one common dir ection will r estor e 
Nedbank Group to a highly rated and

r espected financial institution.

2006 strategic framework

Tom Boardman, Chief Executive
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Nedbank Group structure
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The term ‘sustainability’ means a number of things to the Nedbank
Group – among them ensuring financial prosperity and stability for
our investors and staff, integrating social and environmental
responsibility for our local communities and the countries in which
we operate and remaining relevant and accessible to our clients.
Sustainability has become a key part of Nedbank’s culture, and one
of our 10 Deep Green aspirations is to be highly involved in the
community and environment.

Using this understanding of sustainability as a basis, significant
progress has been made during 2005 in repositioning Nedbank as 
a bank for all Southern Africans, and in integrating sustainability
considerations into the way we operate. The year was marked by 
a much stronger financial performance from the group, albeit in
positive economic conditions. However, there are still concerns
regarding the cost of banking in South Africa and the group’s market
share losses, but we are confident that the market share will be
regained during 2006 and beyond. Besides its participation in the
rapidly growing Mzansi initiative, Nedbank also offers low-cost
banking services, particularly through the Pick ’n Pay Go Banking,
Old Mutual Bank joint ventures and ‘Transactor’ account.

Continuing with the financial turnaround of the group, building staff
morale, unlocking further synergies within the Old Mutual Group,
focusing on improving our understanding of our clients and providing
them with a superior level of service are key to ensuring growth in 2006.

The Nedbank Group's groundbreaking black economic
empowerment transaction has resulted in a broad range of black
stakeholders acquiring direct ownership worth 11,5% of the value of
the Nedbank Group’s South African business. The group’s retail and
corporate clients, staff, shareholders, black business partners, and
local communities all benefited from the transaction.

Another of our Deep Green aspirations is to lead transformation and
we have taken this approach with the implementation of the

Financial Sector Charter (FSC), as it is integral to the ongoing

development of our business and our country. As part of our

commitment to being a leader in transformation, considerable

progress has been made in many aspects of the FSC. The group has

met and, in many cases, exceeded the targets we set internally, most

of which are more stringent than those of the FSC. However, there

are still some areas in which we face challenges, and these are

receiving attention. A Group Transformation and Sustainability

Committee, which includes representatives from the executive

management team as well as specialists from across the group,

works hard to monitor and improve our progress. More information

in this regard can be found in the FSC section later in this report.

Sustainability, good governance, transparency and comprehensive

reporting are integral to building the group’s credibility among its

stakeholders. Our progress in this regard was recognised when the

Nedbank Group 2004 Sustainability Report was awarded second

place in the Ernst & Young Excellence in Sustainability Reporting

Awards. A further gratifying achievement in this regard was receiving

the award for ‘Emerging Markets Corporate Social Responsibility Bank

of the Year’ at the 2005 Banker Awards in London.

During 2005 the group contributed more than R40 million and a

significant amount of time to a broad range of community projects

through the Nedbank Foundation and the BoE trusts, as well as The

Green, Sports, Arts & Culture Trusts and The Nelson Mandela

Children’s Fund. These projects focus on important developmental

initiatives such as early-childhood development, youth

advancement, care for the aged and the needy, education at all

levels, literacy drives and environmental issues. As a result, the group

was rated fourth out of 74 corporate donors in the category of

corporate grantmaker by non-profit organisations in a report issued

by the Cape Town analytical group, Trialogue.

Chief Executive’s
statement



Nedbank has developed a powerful culture of employee
participation in community work. Even in difficult circumstances our
staff have always looked beyond themselves to the needs of the
communities around them – playing their part in voluntary work
through the Local Hero Programme, Team Challenge, Angel Tree,
Deep Green Day,World Aids Day and, very often, their own initiatives.

In July 2005 Nedbank also created a new affinity product and
partnership with the launch of the Children's Affinity, in
conjunction with the Nelson Mandela Children's Fund, which
supports projects aimed at improving the quality of life of our
country’s children and youth.

Nedbank is proud of its stance regarding environmental
responsibility. 2005 marked the 15th anniversary of the
groundbreaking Nedbank/WWF-SA partnership, The Green Trust.
Since its inception this initiative has raised more than R65 million
for conservation, contributed to greater consumer awareness about
environmental issues in South Africa and become an integral part of
everything for which Nedbank stands. It is only fitting that during
the anniversary year the group established a full conservation
partnership with WWF-SA. A first for South Africa, this partnership
will allow our two organisations to work more closely in formulating
Nedbank's environmental and sustainability strategies.

During 2005 the group also rolled out its environmental policy
through the various risk and credit departments, focusing on our
lending and financing practices and also becoming the first African
bank to adopt the Equator Principles – an industry approach to
managing social and environmental risk issues in project finance. We
also continued to work closely with the United Nations
Environment Programme on local and international environmental
and sustainability projects. In recognition of our involvement in this
area we received the award for most improved environmental
performance in the Mail & Guardian ‘Greening the Future Awards’.

During the year Nedbank was included both in the local JSE Socially
Responsible Investment Index, in which we received a rating in the
top 20% of the index, and in the Dow Jones World Sustainability
Index, in which our score improved significantly in recognition of the
progress made in managing sustainability matters.

I would like to commend the Nedbank Group staff for their
commitment and passion and thank our clients, shareholders and
other stakeholders for their loyalty and ongoing interest in our
progress. We are committed to ensuring that we ‘Make Things
Happen’ for all our stakeholders, advancing our approach regarding
sustainability issues and ensuring that we remain a group that cares
about the impact it has on society.

I trust that the 2005 Nedbank Group Sustainability Report will
provide you with useful information about the group's economic
objectives, social upliftment activities and environmental
responsibility, and we look forward to engaging with all our
stakeholders on any issues  they raise.

Tom Boardman 
Chief Executive

ustainability has become a key part of 
Nedbank’s cultur e, and one of our ten 

Deep Gr een aspirations is to be highly involved 
in the community and environment.


