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Important information

Certain sections in this presentation 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 expressions.

In particular, this presentation 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), cost:income ratios, leverage and loan:deposit ratios, funding and risk profile; the Group’s future financial performance; the level and extent of future impairments and
write-downs; 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 presentation include, but are not limited to: the full nationalisation of
the Group or other resolution procedures under the Banking Act 2009; the global economy and instability in the global financial markets, 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; the ability to access sufficient funding to meet liquidity needs; cancellation,
change or withdrawal of, or failure to renew, governmental support schemes; 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 and equity prices; 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 the Bank of England, the Board of Governors of the
Federal Reserve System and other G7 central banks; impairments of goodwill; pension fund shortfalls; litigation and regulatory investigations; general operational risks; insurance claims; reputational risk;
general geopolitical and economic conditions in the UK and in other countries in which the Group has significant business activities or investments, including the United States; the ability to achieve revenue
benefits and cost savings from the integration of certain of RBS Holdings N.V.'s (formerly ABN AMRO Holding N.V.) businesses and assets; 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 presentation 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 presentation 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 advice or recommendation with respect to such securities or other financial instruments.



What we are aiming for

To be amongst the world’s most admired, valuable and stable universal banks,
powered by market-leading businesses in large customer-driven markets

To target 15%+ sustainable RoE, from a stable AA category risk profile and balance
sheet

Well balanced business mix to produce an attractive blend of profitability and moderate
but sustainable growth —anchored in the UK and in retail and commercial banking
with strong customer driven wholesale banking. Credible presence and growth
prospects geographically and by business line

Management hallmarks to include an open, investor-friendly approach, strategic
discipline and proven execution effectiveness, strong risk management and a
central focus on the customer




How we will get there

Core Bank

Non-Core Bank

The focus for sustainable value creation
Built around customer-driven franchises
Comprehensive business restructuring
Substantial efficiency and resource changes

Adapting to future banking climate (regulation,
liquidity etc)

The primary driver of risk reduction

Businesses that do not meet our Strategic
Tests, including both stressed and non-stressed
assets

Radical financial restructuring
Route to balance sheet and funding strength

Reduction of management stretch

~ . .
Cross-cutting Initiatives

m Culture and management change

-

m Strategic change from “pursuit of growth”, to “sustainability, stability and customer focus”

m Fundamental risk “revolution” (macro, concentrations, management, governance)
m Asset Protection Scheme (2012 target for exit)

~




2010/ 2011 — Executing the plan

2009

Formation of the Strategic Plan
Creation of Non-Core

£2.5bn cost saving programme
announced

Business restructuring and
reinvestment

New Management and Board

APS entered into and
Recapitalisation completed

‘Tools for the job’ in place

2010/2011

B Execution and implementation phase
of the plan

B Investment in Core franchises

H ‘Roll up our sleeves’
B Economic recovery takes hold

B Improvement in underlying Core
performance

2012 onwards

Ongoing revenue and cost
initiatives
Completion of Non-Core run-down
and APS exit
2013 targets achieved

Returns

Risk

Franchise



Core Bank — a sustainable & balanced design

A complementary group of businesses....

Retail &
Commercial
Retail _ Global
Customers UK Retail Global Corporate
Banking Clients
. UK Corporate & Markets
Deposits Governments
Wealth . '
Financial
SMEs Instituti
Ulster Bank nstitutions
Domestic Market
Corporate US R&C GTS Funding

... with shared infrastructure...

Shared vendor management & purchasing

Shared property management

Shared technology (e.g. systems, data centres)

Shared operations (e.g. customer centres, processing)

Shared branches

Ulster Wealth UK UK

Citizens GTS GBM

Bank Retail | Corporate

>« RBS

... well balanced by business mix and geography

FY10 Core revenues by Division

GBM
32%

Ulster 4%

US R&C 12%

Internationally operating
R&C business 30%

UK Retall
22%

Retail &
Commercial
68%

Co

Wealth 4%

GTS 10%

UK
rporate
16%

1Excluding Fair Value of Own Debt (FVoD), excluding RBS Insurance.




Tracking Well to Plan Targets

Group — Key performance indicators Worst point Q4 10 Actual

Loan : deposit ratio (net of provisions)
Short-term wholesale funding’
Liquidity portfolio’

Leverage ratio

Core Tier 1 Capital ratio

Return on Equity (ROE)

Cost : income ratio"

Divisions — Key performance indicators Worst point Q4 10 Actual

Retail & Commercial:

[ o i acua |
154% 117% 115% c100%
£343bn’ £157bn £168bn <£150bn
£90bn’ £155bn £151bn c£150bn
28.7X 16.8x 17.4x <20x
4% 10.7% 11.2% >8%

(31%)° Core 12% " Core 15% " Core >15%

97%" Core 58% Core 56% Core <50%

Q1 11 Actual

2013 Target

RoE %" 11% 11% >20%
Cost : income ratio” 60% 54% 55% c45%
Loan : deposit ratio 99% 86% 87% <90%
GBM:

RoE (9%)’ 10% 21% >15%
Cost : income ratio” 169% 67% 55% c.55%
Non-Core: :

Third Party Assets £258bn’ £138bn I £125bn £20-40bn

government issued securities and other securities eligible with central banks. 5 Funded tangible assets divided by Tier 1 Capital. ¢ As of June 2008 7 As of 1 January 2008. &8 Group return on tangible
equity for 2008 ¢ Indicative: Core attributable profit taxed at 28% on attributable core average tangible equity (c75% of Group tangible equity based on RWASs). 10 Excluding fair value of own debt (FVoD).
112008. 12 Adjusted cost:income ratio net of insurance claims. 13 As of December 2009. 14 Net of provisions. 15Under review.
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Non-Core in the RBS Group context

£bn

( Non-Core W ( Core \1
orofit g Loss 2009|2010 Q1 ) (2009 | 2010 | Q1 2009 | 2010 | Q1
4 9.1 I
Income from /= ~ ——— %5 18 38 45 15
trading activities =, 00 03 |
Impairments 9, 55 11 47 -38 039 139 9.3 +9
2 78 o1 21 11
Operating profit g 10 ?
\_ -14.6 -/ |

Balance Sheet

( N

394 417 409 566 571 538

171 154
RWAS | . 127

884 888 927 1,085 1,026 1,052

TPAs (excl. derivs) 201 138 125

—




Non-Core Division management

A highly experienced management team in place

Nathan Bostock

. : Christine Palmer John Collins
Head of Restructuring & Risk CRO Leqal
30 years in the industry . . .ega.
23 years in the industry 21 years in the industry
Nick Perkins Maeve Byrne
COO CFO
Jeremy Bennett Rory Cullinan 18 years in the industry 12 years in the industry
Senior Advisor - Head of Non-Core Division Wendela Currie Carolyn McAdam
19 yrs in the industry 30 years in the industry HR Communications
| 5 years in the industry 10 years in the industry
Phil McDuell . Alan Devine Mark Bailie
Chris Marks : :
Head of Non-Core Head of Portfolio & Chris Marks
C : Co-Head of Markets Banki Co-Heads of Soluti
oqntrl_es 17 yrs in the industry a_n m_g O-Hea S.O .0 utions
24 years in the industry 34 years in the industry 16/17 yrs in the industry

Non-Core Countries Exotic credit derivatives Real Estate

Monolines and ABS Leveraged Finance
Other Non-Core trading Infrastructure & Asset
Finance

Corporate & Structured
Assets

- UK Corp. Banking

- Ulster

- UK Retail

- Citizens 10




Non-Core - from definition to delivery

L
| |

2009 _ 2010

2011 >

Select assets Build detailed data on assets

Management

. Build transaction infrastructure
in place

Communicate

Formulate strategy to stakeholders

Sell countries & businesses

Asset disposals build momentum

Detailed asset model

Specialist resource gaps filled

Determined priorities and built
stakeholder support

Fast execution to preserve value
and reduce risk

Combined with aggressive run-
off

11



Objectives of the Division

Achieving run down while maximising shareholder value

Maximise Shareholder Value
- Viable whole Sell now
Optlmlse timing, cost and method of — businesses
exit
: : Sell later
Accelerate reduction of capital and
funding
Maximise reduction in the RBS Exit Options
Group cost base
Close Now
Protect the Core RBS franchise
Discontinued Securitise/
Free Core business management to — businesses/ [ Restructure/
focus on continuing businesses portfolios Hedge/Sell
Preserve Core client relationships with Hold to
some assets Non-Core ~— maturity
Rebalance risk profile

12



Non-Core targets and progress to date

Non-Core TPA reduction plan — accelerated for 2011

£bn ~N
2009-13 2009-Q111
[ L _1Undrawn commitments [] TPAs (excl. derivs)
| 85 | X (10-20 @
| |
I ———_—_ ' g*g'vsig; & 20-30 13
' 36 . £118bn original 2011 funded target
T F1°1 o Impairments (20)-(30) (16)
258 C A8 ] )
201 =15 Asset sales (90)-(100) (51)
143 138 125 9%
T~ Run-off (110)-(130)  (71)
2008 2009 2010 2010 Q12011 FY 2011 2013
Target  Actual Target Progress to date )
N
Oth Other .
reta . o 2% = Total portfolio down 52% from FY08
etai .
Corporate | Corporate reflecting:
Markets CEo — £56bn (50%) in Corporate
Markets [k : :
Assets Assets — £31bn (66%) reduction in Markets
£258bn B - 1250n — £24bn (38%)’ reduction in CRE
Commercial Commercial —_ £13bn (620/0) reduction in Reta”
Real Estate3 Real Estate £3bn SME -/
1 Previous target for funded assets for 2011 was £118bn. 2 Excludes FY08 impairments of £4.9bn. 3 Excludes Ulster Bank CRE portfolio of £5.0bn (value as at 31/06/10), transferred to Non-
Core on 1st July 2010. 443% adjusted for transfer of Ulster Bank CRE portfolio. 13



Asset reduction progress

£bn, TPAs excl. derivatives

Disposals -Hl |:| H2 Signed but not

| & |y - - =
International Businesses & - o —
Portfolios
“24 businesses & countries 20/5.5 0.0 _ 0.6
leted/ d”
compietediagree 6.4 9.3 4.4
: : 7.6 ) .
Portfolio & Banking 12.4 2.4 _2.1
“Over 500 transactions in 2010” 51 |17.4 25
Markets 8.1 9.4 0.0 ‘ 0
“Removed or sold more than
900 line items” 1.2 3.0 1.0
Directly Managed 61 [6.2 2.3 _ 3.9
“Over half of Sempra disposed
in 2010” 3.2 -0.6
23.8 33.5 4.7 - 6.5
Total
12.7 32.9 7.3

14

Note: Run-off excludes change controls, fair value and other movements


http://www.google.com/imgres?imgurl=http://3.bp.blogspot.com/_hO_GaOhh0IA/SXMOyxsGRNI/AAAAAAAADFw/bBTk3AE3JZs/s400/kazakhstan-flag.gif&imgrefurl=http://bobmckerrow.blogspot.com/2009_01_01_archive.html&usg=__TQx4-I6hdiGf_OBwwUszZrLKIa0=&h=265&w=390&sz=23&hl=en&start=1&um=1&itbs=1&tbnid=M73wZYRl79WpaM:&tbnh=84&tbnw=123&prev=/images%3Fq%3Dkazakhstan%2Bflag%26um%3D1%26hl%3Den%26safe%3Dactive%26tbs%3Disch:1
http://www.google.co.uk/imgres?imgurl=http://www.flag-zone.com/img/colombia/flag.gif&imgrefurl=http://daymix.com/Official-Flag-Of-Colombia/&usg=__AC1K1rXVO2212H4kDCHwHT5H36Y=&h=302&w=453&sz=2&hl=en&start=1&itbs=1&tbnid=z-J9hIkIgYq75M:&tbnh=85&tbnw=127&prev=/images%3Fq%3Dcolumbia%2Bflag%26hl%3Den%26safe%3Dactive%26gbv%3D2%26tbs%3Disch:1
http://www.google.com/imgres?imgurl=http://www.emirateshospital.ae/Pictures/uae-flag.jpg&imgrefurl=http://www.emirateshospital.ae/english/UAE.asp&usg=__64UTvzJjsZ2DGuSuSaqm77qhTeM=&h=277&w=415&sz=3&hl=en&start=1&um=1&itbs=1&tbnid=6eC7chgUpKXvIM:&tbnh=83&tbnw=125&prev=/images%3Fq%3DUAE%2Bflag%26um%3D1%26hl%3Den%26safe%3Dactive%26sa%3DN%26tbs%3Disch:1

Impairment trends

Cumulative impairments by division Cumulative impairments by sector

£bn mmm Cumulative Charge ——As a % of FY08 L&A £bn mmm Cumulative Charge ——As a % of FY08 L&A ?
20%
25 T T 35% 25 + T 20%
1 11
30% 21.0 L 3006 21.0 18%
20 + 20 + 149% 15% T 16%
[ 25% . 4 14%
157 L 50% 15 + T 12%
T 10%
- 15% 10%
10T 10 + + 8%
- 10% T 6%
5
5+ T 4%
- 5% 25 ’
0 - 0% ol mmm NN , - 0%
UK Retail US R&C UK Ulster Bank GBM Total Other personal Mortgages Manufacturing Other CRE Total
Corporate Corporate

£21bn cumulative impairments 2008 — Q1 2011

Large Corporate and Retail impairments are trending favourably

Expect Commercial Real Estate impairments to remain elevated, particularly in Ulster Bank
Expect absolute numbers to decline as portfolio declines

1£15.8bn of impairments have been recognized over the period 1/1/09-31/3/11; balance of £5.2bn reflected in earlier periods. US R&C includes c£300m FY07 impairment charge
relating to its Serviced by others (SBO) mortgage portfolio in addition to its FY08 to Q111 charges.
2 GBM FY08 L&A sector split not available so FY09 L&A used to calculate the impairment charge as a % of L&A. 15



Ulster Bank Non-Core Asset Deep Dive

Ulster Bank — Non-Core gross L&A’, £14.8bn, (-6% y-0-y) Ulster Bank — Non-Core REIL, Provisions & Coverage’
CRE: REIL & Total coverage 47% Coverage, %
) Provisions, £bn
Other £2.0bn 64% Rol
10% UK
85%
111
CRE - Investment ?&A CRE - 7.6
£3.9bn, 27% £14.8bn Development
£8.9bn, 60% 6206
. |24 m | [mE
CRE - Development CRE - Investment Other

O REIL (Ebn/%) O Provision (£bn)

Provisioning levels significantly strengthened at 47%
‘In the pack’ on provision coverage vs peers
Expect impairments to remain elevated in 2011

1 Excludes EMEA L&A of £0.5bn. 2 Provisions as a % of REIL. 3Includes Core CRE Development lending REIL of £210m and provisions of £99m. 16



Non-Core run-off vs.

disposal

Run-off
45-50%

<

Impairments
10-15%

{

Disposals /
closures
40-45%

{

Residual assets in

2013: £20-40bn

Run-off is:
The biggest contributor to run-down

More capital efficient and cheaper in valuation and
execution costs than market disposals

But cannot be taken for granted — it requires a focused and
systematic approach and plenty of forward planning for us and
clients

Stay close to clients — as their circumstances change,
opportunities arise to exit earlier or more cheaply

Robust approach essential where clients push for haircuts on
repayment

Rigorous resistance to rollovers remains important as 5-7yr
maturities need to be re-financed

Active portfolio management is fundamental to
executing the Non-Core strategy successfully

17

Note: Run-off inc. rollovers, drawings and FX movements. * Excludes MTM derivatives



Future Non-Core disposals

Potential for increased disposal losses

Indicative profile of Non-Core asset sales to date

120% ;

Capital .Neutral
m Progress to date:

— FY08-Q111 cumulative
disposals of £51bn

» — c£1.6bn?2 of disposal
e - a S I losses, split 50/50 above
© ' " J P

and below the line

110% ~

100% 4= = = = = = = ———— -

— Average disposal loss of

90% - 3%

m Future outlook: fall in
impairments as Ireland is fully
covered, partly offset by
higher disposal losses on
more illiquid positions

80% -

Price / Book Value (BV) of TPAs disposed

Bubble size = TPAs
disposed (£1bn as
shown)

70%

v

< Capital destructive — Capital accretive

Est. CT1 capital impact ! / Book Value of TPAs disposed (%)

1 Capital impact = (after-tax losses on sale + (cap rate * RWAs released)). 2Includes £200m charge for portfolio de-risking in Q111. 18



Indicative RWA Impacts under Basel 3

RWA' impacts

£bn
88-100°
Non-Core
c40%

45-50

25-30 18-20°

CRD3 (Basel CRD4 CRD 4 Total
2.5) (Counterparty Deductions

Risk)

End 2011 Start 2013 2013

— _/
v

Year of impact

Clarification provided from Basel Committee
Uncertainties remain, with a range of potential outcomes
Impacts split between Core and Non-Core

Manageable within context of group

1 Assessment based on current EU proposals. Net of Non-Core run-down, enhancements to internal models and mitigation.
2 Net equivalent change in RWAs after reflecting the impact of the current capital deduction from Core Tier 1. Gross impact is forecast to be c£30-35bn.

19



Run-down of Non-Core reduces funding need 2<RBS

Asset reduction lessens market funding requirement

m Non-Core reduction reduces reliance
£bn

B Non-Core Run-down’ CGS Maturity = = Target Issuance on wholesale funding
70 M Term Maturity Issuance = Lower requirement for public
60 unsecured issuance going forward
m Q111 issuance of £10bn:
>0 — 42% private, 58% public
40 — 55% of public deals unsecured,
20 45% secured
m CGS term funding outstanding of
20 £40bn, will be fully repaid by July 2012:
10 — Q411 £18.7bn

— Q112 £15.6bn

0 — Q212 £5.7bn

2010 2011 Q1 2011 Q2-Q4 2012 2013 \- €3bn of Covered Bonds issued in 2011/

1 Non-Core third party assets excluding derivatives. 2 Unguaranteed term debt and subordinated liabilities contractual maturity.

20
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Risk Update




Dynamic Holistic risk agenda model

Macro-Economic Sovereign Rating

W

Strategy & Policy

Deliver 5 year plan with strong

Risk Architecture risk management Operating Model

AA Category Rating

Risk Appetite &

‘ Framework

Capital Requirements Political & Regulatory

22



The Cone of Uncertainty

= i % . ~ 5
Increased emphasis on Risk Appetite Inifial roll-out of Market Risk, SNC. Asset & Product Framework Full Risk Based Economic
in Board Reporting Sector & Country Risk Frameworks rolled out Capital model embedded
Review & align divisional stratagic Embedded yearly Risk review Board Approval of Group-wide Integrated Strass Testing
action plans of divisional strategic plans Risk Appetite & Seenarios fully embedded
Established Non-Core Division Integrated Strecs Testing and Enhanced Group Policy implemented Target
Scenarios developed Framework embedded Operating Model
- Acset Protection Scheme put in place i Increasad transparency in Enhanced models governance Data Policy fully implemented
5 external reporting framework embedded
Initial rofl-out of SHC framework . Risk & Fi
Dty Fokcy cewioped architecture implemented
Transition to delegated credit autharity T ————— /_—,i
; . /f'
m w1 | Standalone
Catogory Reling
v \
',
%
\\
W g h
"“ y Preliminary Credit Risk Modsal Risk measurement & analytics
Ill' o fior Economic Capital tool kit available across RBS
L 1}
¥
Board Risk Commitiee established Enhanced Career Development Risk & Finance
architecture implemented
Review of high risk Policies under Country & Risk framewaork
Group Policy Framework embedded
Enhanced Divisional & Board Consistent Risk Measurement:
Risk reporting definitions esiablished

MILESTONE KEY:

Risk Appetite Framework  Identification

Control Measurement

Infrastructure

23



Getting to grips with risk management

Activity
Review senior risk leadership
Self certification
Rationalise group policies
Master rating scale
Committed credit exposure (TCE)
Exposure watchlist
Concentration risk
Credit approval framework
Market Risk Committee
Market risk framework - limits and controls
Regulatory risk and operational risk coverage
Country risk framework
Group risk appetite
Integrated stress testing
Transparent Reporting

2008 2009 2010

2011

N iy B
_——— = ——p

- -

I __’

i

—>|

Development
= =P> Embedding

24



Revisit the Cone of Uncertainty

Mot Stable Funding Ratio
obseryaton penod begns

Iengilaemeen Eton of the Capital
s Regquirements. Direceve (2)
; P FS& Grandtathering of non-
i ., : compliant hybrd capital
R . Bassd final defindtion of rulss
: . {7 tor Nt Stabls Funding Rabos
|
' \ -
"a Wty
- Fu .
I " 1| "-
| -
f - |I_."

o B o B o B
X

=
®

e LK Reguisioiny Framework

Bamed bsghaor Capital
ratio begins

Trading Book review
Impementation TBC

Orver the Courter DerPratives
redorm implementaton TEC In plsce

Capitsl deductons

Sysiomic Bank charges
irmplaameen tod

s

Tat r- ‘.J

i E L Raquiremonts Directive (3]
“ H o Lty Concpeage Rabo
! « HE by aon pericd begin
; H
L 3
; o Commission
: 7
: Ul Bank Lewvy

Counterparty Risk

Pt Sl Fumding Rabo

Bty S, T PAT S0 r

Leverage Capital Ratic
bescomes. minimuem standand

MILESTONE REY:

Tradimg Elook Sitrectural Changes

Cagitad Fundirg & Liguidity

Full Cagital Pt rements
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Maintain Stakeholder Confidence

Stakeholder confidence is about rebuilding and maintaining the trust of our key
stakeholders. Rebuilding our reputation will take time.

In RBS’ case specifically, it is a question of demonstrating that factors contributing to our
outlier risk profile in the past have been adequately addressed. In many cases, this will
need to be clearly demonstrated or ‘proven’ through sustained delivery and/or assurance

testing
Aspects of bank assessment Relevant part of Risk Appetite Framework
Capital adequacy Maintain capital adequacy
o
= Stable earnings Maintain stable earnings
c
= L : Maintain stable and efficient access to
g  Hquidityandfunding liquidity and funding
o Maintain stable earnings

Profitability

Franchise value

Market Confidence

Management and strate
g 9y Maintain stakeholder confidence

Risk positioning
Regulatory and reputation risks

Qualitative

26



Risk envelope - Structural balance sheet

Improvements largely done

>« RBS

RBS capital ratios strong with Non-Core reducing

Comparative Core Tier 1 Capital Ratios®, %

12 - APS benefit

e ~rs

UK Peers?® Euro-Zone US Peers®

Peers 4

RBS Group
worst Point 2

RBS Group
FY10

Leverage Ratios “in the pack”

Tier 1 Leverage Ratios’ vs Peer averages %

I
6 :
I
1
|
:
3 1 !
1
|
I
:
O T ] T T T 1
RBS worst  RBS Group UK Peers®  Euro-Zone US Peerss
point 7 FY10 Peers*

Loan : Deposit ratio improved

Comparative loan:deposit ratios, %
175% -

150% -+
125% -
100% -+
75% 4
50% -
25% -+

O%A T T T 1

UK Peers® Euro-Zone US Peers®
Peers*

RBS Worst RBS Group RBS Core
Point® FY10 FY10

Wholesale funding & Liquidity balance achieved

Comparative liquid assets and ST wholesale funding, %
30% -
25% -
20% -
15% -

10% + 18%
15%

5% -+

0%

RBS Group
worst Point °

RBS Group
FY10

UK Peers ™ Euro-Zone US Peers®?

Peersi!

1

- 13 . 14
B Liquid Assets as % of Funded Assets  m ST Wholesale Funding as % of Funded Assets

1 As at FY10. 2 As at 1 January 2008. 3UK Peers consist of Barclays, HSBC, Lloyds Banking Group and Standard Chartered at FY10 # Euro-Zone Peers consist of Deutsche Bank, Santander, BNP Paribas
at FY10. 5 US Peers consist of Bank of America, Citigroup, JP Morgan and Wells Fargo at FY10. ¢ Tier 1 leverage ratio is Tier 1 Capital divided by funded tangible assets. 7 As at FY07. 8 As at October 2008.
9 As at FY08. 10 UK peers consist of Barclays, Lloyds Banking Group and HSBC as at FY10. 1t European peers consist of Deutsche Bank and BNP Paribas as at FY10. 12 US Peers consist of JPMorgan,
Bank of America and Citigroup as at H110. 13 Source: Company Information & RBS Estimates: Liquid assets comprise AFS debt securites and cash, except for RBS, Lloyds & Barclays where company
quoted liquidity is used. 14 Source: Company Information & RBS Estimates: Short-term wholesale funding calculated excluding trading liabilities




Risk agenda In practise - risk concentration
reduction progressing well

Substantial reduction in

REIL growth slowing;
transfers to work-out slowing

Significantly improved provision levels
in Ulster Bank

‘tall-trees’ exposure

Single Name Concentration exposures
over risk appetite!
# of cases
118 £39bn
= 2
I Sl 96 £36bn
T 2 -38%
= 2 89 £26bn
79 £24bn
385 £69bn
(%2}
£ 324 £49bn
3 | 241 £39bn
o -49%
Ol 212 £35bn
0 50 100
O Mar-11 B Dec-10 OJun-10 O Dec-09

No. of wholesale cases transferred to
Recoveries Units globally

# cases
0 100 200 300 400 500

Q110 I
Q210 I

Q310 |

Q410 |

Q111 I

B Property Manufacturing
Wholesale & Retail Trade M Transport & Storage
2
Construction Other

Provision coverage of Ulster Bank REILs

Provision coverages

22%
Ulster Bank -
Non-Core
47%
43%
Ulster Bank -
Core
46%
0% 25% 50%
B Mar 2011 I Dec 2009

1 The SNC framework sets graduated appetite levels according to counterparty credit ratings. The chart shows names that are in breach of the framework.
20Other is spread across a large number of sectors incl TMT, Tourism & Leisure and Business Services.

3Provisions as a percentage of risk elements in lending (REILS).
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Conclusions

All key Group metrics on or ahead of Plan for this stage of Strategic Plan
Risk agenda fully embedded and traction gained across the Group
March 2011 — S&P upgrade from BBB+ to A-

Group Momentum
Maintained

Non-Core TPAs reduced 52% since inception
On target to be less than 10% of group assets by FY11
Run-down target accelerated for 2011

Non-Core delivery

ahead of plan

Structural balance sheet improvement largely done
Significant reduction in risk concentrations
Major milestones achieved in improving the Group’s risk profile

Risk Envelope
Improving

29



L =
W

Appendix




Non-Core asset class composition changes

>« RBS

2008 Year-End TPAs (excl. derivs) Q1 2011 TPAs (excl. derivs)

Other

RBS Insurance £2.0bn

Bank of China / Linea
Directa £4.5bn

Whole Businesses £0.8bn
Shared Assets and Other

£1.5bn
V_I

Retalil

UK Mortgages &
Personal Lending
£3.2bn

US Mortgages &
Personal Lending

£11.9bn
Ireland Mortgages —|_>
£6.5bn
> Total
Assets =
£258bn
Markets

Structured Credit
Portfolio £20.1bn

Equities £5.0bn 4 A

Corporate
Project & Export
Finance £21.3bn

Asset Finance
£24.2bn

Leveraged Finance
£15.9bn

Corporate Loans &
Securitisations
£41.6bn

Asset Management
£1.9bn

Countries £6.7bn

Credit Collateral ) |
Financing £8.6bn Commercial Real Estate

Exotic Credit Trading Real Estate Finance £38.7bn
£1.4bn UK B&C £11.4bn

Sempra £6.3bn Ireland £9.9bn

Other Markets £6.2bn US £2.8bn

SME
UK SME
£4.2bn

US SME
£1.6bn

Markets

Retail

UK Mortgages &
Personal Lending
£1.8bn

US Mortgages &
Personal Lending
£5.7bn

Countries £0.9bn

Structured Credit
Portfolio £10.7bn

Equities £0.7bn

Credit Collateral
Financing £0.1bn

Exotic Credit Trading
£0.1bn

Sempra £3.9bn
Other Markets £0.8bn

Other

RBS Insurance £1.5bn
Whole Businesses
£0.1bn

Shared Assets and Other
£0.8bn

Assets =
£125bn
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Corporate

Project & Export
Finance £15.6bn
Asset Finance
£18.5bn

Leveraged Finance
£6.6bn

Corporate Loans &
Securitisations
£13.4bn

Asset Management
£0.9bn

Countries £0.9bn

Commercial Real Estate
Real Estate Finance £22.6bn
UK B&C £5.3bn

Ireland £9.6bnt
US £1.2bn

SME
UK SME
£2.6bn
US SME
£0.5bn

1 Affected by the replacement of Irish Mortgages with Irish Commercial Real Estate announced at H1 2010 results. As at 30 June 2010 the CRE portfolio transferred was £5.0bn.
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Update on Ireland — Asset Deep Dive

Ulster Bank — Core gross L&A, £37.2bn, (-4% y-0-y) Ulster Bank — Non-Core gross L&A, £14.8bn, (-6% y-0-y)
CRE - Development CRE: CRE:
£1bn, 3% 57% Rol Other £2.0bn 64% Rol
20% NI 13% 27% NI
Corporate — Other 23% UK 10% UK
£8.9bn, 24% Mortgages:
90% Rol 111
10% NI CRE - Investment ?_&A CRE -
£37 2bn Mortgages £3.9bn, 27% £14.8bn Development

£21.5bn

£8.9bn, 60%
58%

CRE - Investment
£4.3bn, 11%

Personal unsecure
£1.5bn, 4%

Ulster Bank — Core REIL, Provisions & Coverage’ Ulster Bank — Non-Core REIL, Provisions & Coverage’

“In the pack” on provision coverage vs peers

REIL & Total coverage 46% Coverage, % |REIL & Total coverage 47% Coverage, %
Provisions, £bn Provisions, £bn
7.6
1.8
0.7 1.7
0.9 0.8 0.3 0.4 0.3 3.5
: : : — | , , 24 11 [Tz
Mortgages Corporate - Other CRE - Investment Personal CRE - Development CRE - Investment Other
Unsecured & other’
O REIL O Provision O REIL O Provision

1 Excludes EMEA L&A of £0.5bn. 2 Provisions as a % of REIL. 3Includes Core CRE Development lending REIL of £210m and provisions of £99m. 32
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