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Matters

e customer numbers reach 1.95 million by year end (now over 2
million)

* higher customer growth (2001: 600,000; 2000: 559,000)
* lower customer acquisition costs

* retail assets grew by 26% to £4.8 billion - card balances now exceed
£1.75 billion

* widening net interest margins (2001: 190 bps; 2000: 97 bps)
 total revenue doubles to £189.4 million (2000: £93.2 million)
* loss before tax at £87.8 million (2000: £155.3 million)

e achieved breakeven for UK during Q4 2001

e entry strategy for Europe accelerated through French acquisition
\. J
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customer growth
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egg card acquisition costs

egg card unit marketing acquisition cost (£)
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2000 2001

600,000 net new
customers in 2001
vs 559,000 in 2000

total Egg

customers up to
1.95 million

more efficient
customer

acquisition
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UK customer profitability egg:| -

revenue per customer and cross sales growing Matters
-
& 140 7 revenue per
= customer has
£ 120 - doubled from Q1
‘g 2000 to Q4 2001
= 100 -
o
et - -
Z 80 - cross holding ratio:
> Dec 2001
L. 1.44
o Dec 2000
E 1.29
2 40 A
C_; no. of cross-bought
g 207 products in the year
< up 64%:
o 0 T T T T T T 2001
2000 454,000

2000

\ Note: average revenue per customer in 2001 was £111 (2000: £85) 277 ’ 000
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UK business
key sales data

r

growth in card balances

egg personal loan disbursements
egg mortgage disbursements
egg savings outflows

new funds into egg invest

new policies in egg insure

Intermediation revenue

€gg.

Dec 2001
£840m
£419m
£344m

(£1.1bn)
£82m

55k

£2.5m

£347m
£579m
(£0.8bn)
£54m
8k

£0.9m
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Year to
DITe2{0]0]0;

£701m
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credit cards

loyal, upmarket, profitable customer base

Individual

egg: Money

Matters

f

1.37m credit card customers

87% of customers attracted by promotional prices are migrating to
paying interest at the full rate

total card book now profitable overall - able to absorb acquisition
strain

average balance of £1,600 per account (UK average: £900)
average annual spend of £2,600 per account (UK average: £1,400)
average salary circa £30,000

strong credit performance

J
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personal loans
profitable growth

€gg.

Individual
Money
Matters

e

volumes increasing - disbursements up 21% on 2000

over 70% of all loans sold in 2001 were cross sales - no direct
marketing planned for 2002

significant reduction in unit marketing costs (2001: £27, 2000: £109)
PPI penetration remains high at 56%

new business quality driving improving credit performance
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mortg ages egg: :\r)gir\g/ual

steady progress Matters
r T . . . . 1
e competitive marketplace with much unprofitable business being
written

« tactical reduction in our marketing spend hence unit marketing costs
are significantly lower (£36 in 2001 vs. £212 in 2000)

e mortgage processing joint venture with Marlborough Stirling
progressing well with new clients (e.g. Standard Life Bank, Alliance &
Leicester), results in lower unit servicing costs for Egg moving
forward

 strategy to build a profitable mortgage book through cross-sales of
flexible offset product (now accounts for 65% of all applications)

L » thus NPV per customer is rising strongly y
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Savings egg: :\r)gir\g/ual

growing the margin Matters

é Y
« savings outflows continue as expected in response to re-pricing of

the book

 total customer base increased by a net 5k to 625k

e positive net interest contribution from Egg deposit book was £15.4m
In 2001 (versus £3.0m negative in 2000)

 additional re-pricing of the offline book in January 2002 is expected
to lead to more outflows this year, but will improve contribution still
further

« growth initiatives planned for online book in 2002
\, J
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Egg Invest egg: Lr)gir\:iedyual

well positioned Matters

f Y
« £130 million of client monies from launch to end 2001

« 37,000 customers at end December
» well positioned as the leading online direct supermarket
e Fundsdirect acquired - first B2B foothold

« widening distribution channels - MSN
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widening distribution ] G
Microsoft egg:| voe

Matters

MSN have 41.5
million unique
users across 14
countries in
Europe

MSN Home Hotmail Search Shopping People & Chat

Tee up an
ISA pack ©

msn 9 egg:|hvest

Money

Home Investing Banking Mortgages Savings Loans Insurance Tax Pensions

nvesting Home  Portfolio  Markets ¢ = Funds  Insight

UK deal
expanded to
cover cards,
payments as

WEHIES

Funds & 15As Looking to simplify your investments?
Egg at MSN.

Eqg and M5SH have teamed up to
make investing as straightfonmard
az possible. Read an
find out allthe in=
and outs.

Let MSN show you Egg's superb funds and 1SAs.
Welcome to the new funds deal from MESN. At MEMN we know
you demand great products at great prices from our partners.
That's why we've teamed up with Egg, the leading digital bank,
to bring you access to their great value 13As and funds.

Take a wander.

the whole story »

Find Funds More ways than one to invest

Top funds . 1
Eqq hand-picked ISAs =] = InVGStmentS
Go easy on yourself and choose ane of Egg's 'four in one’ egg: V@St
packages.

| Manage your Funds & I1SAs P |

Funds supermarket
If you know what you're after then go straight to Egg's range of

launching funds

270 funds from 24 top brand providers. prOpOSItIOn |n
Start from scratch -
If wou're new to this game let Egg walk you through your options, France thIS year

with other
products to
follow

22001 Microsoft Corporation. All ights resenred. Terms of Use  Adverdise TRUSTe Approwed Privacy Statement
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Widening distribution o| Indivical
France SO o

Matters

4 )
e acquisition of Zebank for Euro 8 million (net assets 31/12/01 of Euro

31 million)
e 70,000 customers at announcement date

» accelerated B2C launch of Egg brand in France using existing
Zebank capability (call centre, systems and people)

 retailer distribution deals with Sephora and La Samaritaine

 Integrated with MSN channel

\_ e 13
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UK business achieves breakeven egg:| -

monthly profit and loss Matters

2 1

0 / Q4 2001 UK loss:
€ 2000 001 £1.5m
o)
2 5]
o
P Full Year
5 101 2001
-
)
-

UK  (E79.7m)
int’l (£5.4m)
other (£2.7m)

-20 - total (£87.8m)

-15 1
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revenue versus costs
guarterly trend

r£m

total revenues
operational expenses
brand & marketing
development

total admin expenses

depreciation
bad debts provisions

UK operating loss
share of associates
UK loss before tax

international costs
restructuring

group loss before tax

€gg.

Individual
Money
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Q4 o Q2 Q3 Q4
2000 2001 2001 2001 2001
32.0 36.5 39.7 50.8

62.4
(31.5) (30.9) (32.6) (32.5) (30.8)
(15.6) (15.1) (6.0) (6.6) (8.2)
(5.8) (4.2) (3.6) (3.1) (2.8)
(52.9) (50.2) (42.2) (42.2) (41.8)
(5.1) (5.4) (5.0) (4.9) (5.4)
(12.4) (16.6) (16.4) (19.5) (15.5)
(38.4) (35.7) (23.9) (15.8) (0.3)
(1.7) (1.5) (0.6) (0.7) (1.2)
(40.1) (37.2) (24.5) (16.5) (1.5)
(0.5) (1.0) (1.9) (1.8)

- - - (2.7)

(40.1) (37.9) (25.5) (18.4) (6.0)
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revenues versus Costs egg: :\r/]gir\:iedyual

full year profit and loss account Matters
é Yearto ' Yearto
Dec 2001 Dec 2000
£m
net interest income 145.7 80.0 revenues
other operating income 43.7 13.2 doubled
total revenue 189.4 93.2
operational & administrative expenses (132.0) (108.4) total admin
brand & marketing costs (35.8) (50.7) costs fell
development costs (16.7) (33.6) despite
record
total administrative expenses (184.5) (192.7) acquisition
depreciation & amortisation (20.7) (16.9)
bad debt provision (68.0) (37.2) loss before
operating loss (83.8) (153.6) 2 ig\gn 2
share of associate/j.v. losses (4.0) (1.7) :
loss before tax (87.8) (155.3)
. J
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revenues versus Costs egg: :\r/]gir\:iedyual

margins growing rapidly Matters
2 Full year to Half year to Full year to
Dec 2001 Jun 2001 Dec 2000 _
: maturing
interest spread (bps) 170 130 64 card book

net interest margin (bps) 190 157 97

120 - '
offline

savings
accounts
priced for
profit

100 -

(0]
o
1

N
o
1

risk-adjusted
margin
reaches

N
o
1

0 T T T T T T T T T T T 1 101bps
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& QTS & \\9 S &9 5 Q,Q &P
~ <<Q¢ @‘b- ?9 @'b' 3\) D) ?9 c-OQJ @) éo OQJ
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revenue versus costs egg: mir\:;dyual

other operating income more than trebles MERTE

2 Year to Year to

Dec 2001 Dec 2000
£m £m

commissions and profit share receivable 28.4 10.9
credit card fees and commissions 17.6 6.5
treasury and other banking product fees, net (6.6) (8.8)
profit on sale of investment securities 0.8 3.1
other income 3.5 1.5
total other operating income 43.7 13.2

\. J
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revenues versus costs
cost per customer falling

L

e

e =
N N (o2}
o O O

annualised cost per customer (£)
S
o

o

80 -

60 -

40 A

20 -

Q1 o OX Q4

total costs (exc. bad debt) £152 £115 £107 £98
ops & admin only £84 £79 £74 £66

o
K
St

S

\
Ops & admin -
Q1 Q2 Q3 Q4

Note: average ops & admin costs in 2001 were £75 (2000: £99)

Individual
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€gg.

system and
process
iImprovements

marketing
efficiencies

tight control
and economies

of scale on
overheads
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profitable asset growth
balance sheet

-

mortgages
personal loans
credit cards

total retail assets
treasury assets

other assets
total assets

deposits

wholesale funds
subordinated debt
other liabilities
shareholders’ funds

total capital & liabilities

Dec 2001

£m

2,428
596

1,769

4,793
3,137
153

8,083

5,945
1,304
124
234
476

8,083

Dec 2000
£m

2,405
445

929

3,779
3,931
234

7,934

7,128
31
251
524

7,934

€gg.

Individual
Money
Matters

retail asset
growth -
£1.0bn in the
year

credit card
balances
exceed
£1.75bn

asset growth
funded by
wholesale
liabilities
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profitable asset growth
bad debts - continued strong performance

Individual
Money
Matters

€gg.

(" )

secured

unsecured

mortgage

LTV ratio
Dec 2001 Dec 2000 Dec 2001 Dec 2000 56%

customer balance (Em) 2,428 2,405 2,365 1,374
_ healthy
period end 3.4 3.2 77.4 39.3 coverage
provision (Em) of more
than 100%
% provision held 0.14% 0.13% 3.26% 2.86% of
impaired
impaired balances (Em) 7.8 7.7 56.9 31.4 balances

impaired as % total 0.32% 0.32% 2.41%* 2.29% Q3
additional
provisions as % of 44% 42% 136% 125% 20bps

impaired balances general

provision
on cards
Slide 22
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prOfltable asset grOWth egg: Lr)gir\:iedyual

bad debt benchmarking Matters

1 Cycle accounts 2 Cycle accounts
10.00 2.00

9.00 - 1.80 A

8.00 1.60

7.00 1.40 |

6.00 1.20 4
[ [
j=2] j=2]
Bt S
£ 5.00 - 5 1.004
8 8
& &

4.00 0.80 |

3.00 0.60 -|

2.00 0.40 . o —

g '\’_.
1.00 4 N o N A N L 0.20 4
F - v v v —
0.00 ; . . . : ; : . 0.00
Dec99 Mar 00 Jun 00 Sept 00 Dec 00 Mar 01 Jun 01 Sep 01 Dec 01 Dec99 Mar 00 Jun 00 Sept 00 Dec 00 Mar 01 Jun 01 Sep 01 Dec 01
Date Date
—4—Egg - Revolver == Industry CLASSIC ==ge=Industry GOLD —¢—Egg - Rewolver == Industry CLASSIC === Industry GOLD

Source: Fair Isaacs Benchmarking

L J
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capital and funding

strong capital base

-
tier 1 capital £434m
total capital £587m
risk-weighted assets £4.3bn
risk asset ratios
- tier 1 10.1%
- total 13.6%

Dec 2001 Dec 2000

£479m
£497/m
£3.9bn

12.4%
12.9%

€gg.

Individual
Money
Matters

tier 2 debt

of £124m

from June
2001

plenty of
capacity for
further debt
raising
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Matters

* Introduction - Mike Harris
* Operational Review - Paul Gratton

* Financial Results - Stacey Cartwright

m
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outlook 4| Indivioual
goals for 2002 €gg:| voe

Matters

e UK business into profit
e another strong year of card-led customer growth in UK
* Innovation: new money management tools for customers

» successful French launch as first European step

\. v
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outlook
Innovation

Individual P di
egg:| oy “TP pawer with an Egg Laan. ___/'
Matters Find out more © ﬂ"
[ | |
\"\éﬂ?g@&tgﬂh ! Bank Invest Insure = Shop | [ggofes Zone
v TViMobile Banking Contact us About Egg Security Help

Egg Horme = Your Account > Your money >

Y Created for: Goncalo Dumas diniz
our money- Individual 10: 1870510
Egg Other + =]
Accounts Accounts
YourlMone Savings accounts Credit cards
Egg product 1 1 View £00,000.00 Egg product 1 L view £00,000.00
'grg"n“e‘ :::Ict:llr‘ess Egg product 2 CLview £00,000.00 External product 1 CLwfiew £00,000.00
Change address
Lhange contact details External product 1 @l\ﬂaw £00,000.00 £00,000.00
Change e-mail address
Change personal details External product 2 @l\ﬂew £00,000.00
i Loans
Moving Money £00,000.00
Savings Egg product 1 i Info £00,000.00
Maintain your Investments External product 1 Miew £00,000.00
accounts Egg product 1 @l\ﬂew £00,000.00 £00,000.00
Savings 2 =
External product 1 ] Wiew £00,000.00
Yiew your Mort
e n‘: el External product 2 View £00,000.00 gages
Savings £00,000.00 Eng product 1 (3 Infou £00,000.00
Investments -
TESmAL £00,000.00
Apply for a new
account Total £00,000.00 Total £00,000.00
Egg Card
Savings
fe Current Accounts
Mortgage
Investment External product 1 Miew £00,000.00
Send Secure £00,000.00
Email
Tools & f t Savings calculator Loan calculstor morgage calculstors
¥ Please Note: Lotk R Track your mortisce spplication See our interest rates Subscribe to Egy-Tines
Balances are the
latest available from R .
each institution. Double Jump Picture this. Oi! Pack it in. @
bubble. c"n ° 7’ Whateverkind of investar
0 " | Wou are, re're sure we've
got an ISA to suit you.
Get it & ) It's a wrap = e e tien

Individual
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Matters

aggregation to
launch in Q2

digital payments
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outlook

the French market opportunity

é Credit Cards Receivables 2000-2005
200
180- 52000
2005
160-
140
120
$bn 100-
80-
60-
40-
20-
0,
USA UK France Canada Japan
Source: Morgan Stanley Dean Witter Research
Savings and Investments in 2004
S0 = Bonds
B Equity
B Mutual funds
2,500 B Deposit accounts
2,000
Euro bn 1.500+
1,000+
500+
o4
Germany UK France Italy Spain
L Source: Datamonitor

Individual

egg: Money

Matters

22% of French
bank online now

45% forecast to
bank online by
2005

Source: Forrester
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outlook

French business model

Customer

1

Sephora
La Samaritaine

egg.com | MSN France

Egg France

Zebank capability

Egg technology

Individual

egg: Money

Matters

approx.
£100m P/L
investment in
first 3 years

1 million
customers in
that
timeframe

breakeven by
end of 2004

more product

detail nearer
launch
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summary egg: :\r)gir\g/ual

Matters

* UK business now profitable

» delivered a record year of customer growth (600,000 newly acquired)
* revenue per customer growing strongly

e costs under control and economies of scale emerging

 first step in Europe with exciting opportunity in France

* brilliantly positioned

\. v
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