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MIDLAND GROUP )L,‘ &

Midlana Group is a longstanding provider of

financial services. Our products and the means __,
f their deli ill i ' a ’%ﬁ ==
of their delivery will continue to set /A3 =

1 take maximum advantage not only \\}@
of the changing envirciiment in the UK and in”
Europe but also of the global opportunities that
will arise in the future. In so doing we seek to

give lasting benefit to our shareholders, our
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Midland Bank ple

MIDLAND BANK PLC
FINANCIAL CALENDAR 1990

Ordinary dividend payments 9 Mey..ad B October

e = o a

Interest payments
139 Svbordinated Unsecugcd Loan Stock 1983/93 30 lu;ze_:.ggci "3_1_125§m_b31

-t £ 2 A A AI R MR 0T T hn Aok ke mn e b e £l 3

10%%s subordinated Unsecured Loan Sfuck §993/98

i - — . —————_— R r—— = mmpr TmE R I

30 June :ind 31 December

14% Subordinated Unsecured Loan Stock 2002/07 31 May and 30 November
#alf-yearly results announced 2 August
Annual general meeting 24 April

CAPITAL GAINS TAX

The adjusted market value of an ordinary share of £1 on 31 March 1982, after taking account of the rights
issues in September 1983 and September 1987 and the capitalisation issue in April 1989, was £2.244,
Furthe r adjustments are requited where shareholders did not fully take up the rights issues or have made
other disposals or acquisitions (including scrip dividend alternatives).,

When shares arc disposed of, shareholders will be entitled to indexation allowances.

Shareholders should contact their usual professional advisers if they need further information.
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MIDLAND GROUP
FINANCIAL SUMMARY

1989 1988
RESULTS FOR THE YEAR s ——————————— s £
Profit before exceptional charges and taxation 616 693
Exceptional charges {877) -
{Loss)/profit before taxation (261) 693
(Loss)/profit attributable (219) 412
{Deficit)/retained profit {359) 286
ATYEAR-END __ .
Total assets 62,479 55.729
Shareholders’ funds 2,685 3,029
Total capital resources 5,031 5,038
PER ORDINARY SHARE
(Loss)/earnings (28.3)p 33.6p2
Dividend 18.0p 16.4p*
Net asset value 345p 395p*
*adjusted for 1989 capitalisation issue
RATIOS
Return on average equity - before exceptional charges and taxation 20.7% 24.3%
(loss)/profit before taxation {8.8)% 24.3%
Retum on average shaceholders’ funds - (loss)/profit attributable (7.7)% 15.0%
Capital ratios - tier 1 capital to total risk weighted assets 5.4% 6.5%
total capital vo wosal risk weighted assets 10.0% 11.8%
total cquity/toral assets 4.6% 3.7%

The annual report on Form 20-E which will be available when tifed with the Securitics and Exchange
Commission in the US, contains additional statistical information and amalyses of the Group’s financial
position aus results of operations for 1989. Copies will be supplied on application to the secretary,

Midland Group 3




GROGUP EXECUTIVE COMMITTEE

From lft to right
Sir Kit McMabon
Peter White
Richard Detbridye

Froms left to vight
George Loudon
Gene Lockhart
Mike Falter

Trom left 1o nght

Briun Goldthorpe
Sir K MeMabon
Joln Skae
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SirRit McMahon

Age 62 =appointed x directorand group
chief execmtive in 1986 and became
chairman in 1987, Formeebe depury
govemor of the Bank of England, He s a
direetor of The Honghkony and Shanghai
Bapking Corporasion and Eurstunnch

Sir Alex Jarrait CB

Age 66 ~a directorand a deputy chairman
since 1980, he i5 chaiensan of Smiths
Industries, a deputy chairman of the
Prudential Corporat s and 1 direeor

af ICL

Sir Patrdick Meaney

Age 64 —a director sinee 198G and a depory
chaizman sinee 1984, be is chairman of the
Rank Organisasion and A Kershaw & Son
and a director of ICEand MEPC,

“The Rt Hon SicMichae] Palliser GCMG
Age 67 -2 directorand a deputy chairmsan
since 1987, he is ehairman of Samuel
Montagu & Co and a digecrorof

BAT Industries, Bookes, Eagle St

ancd Shefl.

JA Brovks CBE

Age 61— dircctor since 1980, becoming
nonsexeentive in 1989, he is chaioman of
The Thomas Covk Group and a directaraf
The Hongkong and Shanghai Banking
Carporation.

Sir Benueth Corfield

Age 66 —a direstor sinee 1979, he is
chairman of Tanks Consolidated
Fivestments,

T} Cunningham

Age 47~ divectos since 1988, he is
president and chief exeewtive officerof
The Fishkill Natlonal Corporation amd 2
ditector of Kissinger Associates and

PJ Careall.

R Dellyridge

Ape 47 ~he joinud Midland in 1989 and
was appoitesd director, Group Finance in
Decembrer 1989,

SirArchibald Forster

Agz 62 ~a dircetor since 1986, he is
cuairmas ond chief executive of Essa UK
and i dieeetor of the American Chamber of
Commerce,

MIDLAND BANK PLC
BOARD OF DIRECTORS

B L Guldthorpe

Agy 56~ directo? since 1983, he joined
Midland w1949 amib is depity group ehic!
executive

H E Lockharr

Age 48 ~a director since 1988, he is chief
exeeutive, Group Operations, deputy
chairman of The Thomas Conk Group and
a director of Mastercand hyermational,

G E Lowilon
Age 47 —a directorsinee 1988, he is chief
executive, Midland Monsagn,

G Maithand Siith

Age 87—q direcror since 1986, he is
chairman of Seass and 3 director of
Asprey and Courtaulds,

Sic Colin Marshall

Age S6—appoisted a dirccrorin 1989, he s
deputy chairman of Brinsh Alrways and a
direcrar of Grand Metropolitan and ihe
British Tousist Authority.

Miss D O Catliains OBE

Ape 52 ~a director sinee 1984, she is
managing director of The Basbican Cennie
and a director of Sears and Tesca.

Sir Eric Mountain DL,
Age $6-a director sinee 1986, he is
chairman of Tarie, Janaes Beattie and IME

W Pucves CUHE NSO

Age 58 —a directar since 1982 he s
chairman of 'The Flougkong and Shamglhai
Banking Corporation and ol The Beivish
Bank of the Middle East and a dircctar of
Marine Midlnd Banks ine,

P} Wrangham

A §5 -0 director since 1998, e isa
ditectar of The Hongkong ind Shanghai
Banking Corporation,

Charersan assd groupr chief execntive
Sir Kit MeMahan

Depniy chairmien

Sir Aex Jarmite £n*

Sir Pavrick Meaney®

The Rt Hon Sic Michael Palliser GCMG*

Birectors

J A Beonks ChE*

5tz Kenaeth Corfiefd?
T} Cunningham*

R Dedbridge

Siv Archibald Forster®
B L Goldthome

H E Lockhart

G E Loudon

G Maitland Smith*
Sie Colin Magshall*
1 O'Cathiain QUE*
SirEric Pountain DLY
W Purves CIE DSOY
P ' Wranghnm®

Secretary
J R Skae

*Nou-cexecritive direciors

Group exceutive commtitice

Growup chiel exeentive
Sir Kit MeMahon

Deputy gronp chief excentive
B LGoldthospe

Directan Group Finnee
R Delbrdge

Chief excentive, UK Banking

M] Putler

Chief exveative, Group Operations
1 E Lockhant

Chiefexcentive, Mudland Montagu
G E London

Group persomicl director

G P Whie

Seerenary
J R Skae
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CHOARMANS STATEMENT

Resuls
Midland Group made a profic of

L616 million in 1989 before exceptional
charges and tax, but a provision of

£846 million againse loans

Midland bas the . 1o developing countries and

resorrces (o keep its
stralegy on colrse
and to maintain g
high level of
fnvestinent in
people, systemns amd

premises.

a provision of £3 Cmillion
against outstading local
authority interest rate
contracts resulted in a pre-

tax loss of £261 million.

The chivd world debt
problem worsened, partly

as a result of the announce-

ment of the Brady plan. There was

subsequently greater reluctance on the

part of a number of debtor countries to

service their debt and creditor banks

found themselves ina new and even

more disadvantageous positon.As a

result, at the half-year, we raised the

substantial provisions mentioned

above, We believe that this leve] of

provisions, which is in line with the

Mudland Ceroup

newly revised Bank of England matrix,
fully reflects the risks of non-payment
from debtor countries, A review article
later in the report outlines the history
of our developing countries debt
position and the steps we are taking to
work the situation out,

The prev it situation in the ool
authority saarkets is, or should be,
unaceeptable to all those concemed
iaintain the status of London as an
international financial centre.
Asolution either by judicial or by
legistative means will be necessary if
the principle of sanctity of contract,
free from ambiguity and doubt, is to be
re-established.

During the year there has heen afine
performance from UIK Banking, within
which it was pleasing to see good
progress from Midland Personal
Financial Services. The launch of our
interest bearing current account
packages was well received and helped
us to sustain market share in
competitive conditions. Forward Trust
Group developed much new business
but the prevailing high interest rate
environment impacted adversely

« o tthe fixed rate element of the

book, resulring m lowerr stits this year,

In AMidland Montagu, the chient
businesses have contributed strongly
to the overall vesuls, incduding a record
profic by Samuei Montagu, However,
the results have also been affected by a
loss in treasury activities, where the
impact of rising and then persistently
high interest rates was not anticipated
in the Group’s book of assets and
liabilities.

Our Buropean network performed well
and Euzemobiliare, n its first full year as
part of the Group, is alrewdy working
closely with other members to good
effect. We shall continue to expand our
businesses selectively in Western




Europe; and look forward to availing
ourselves of any appropriatc oppor-
tunities thrown up by current develop-
ments in Central and Eastern Europe,

Our capital ratios compare favourably

with those of international banks

! generally, even after the new
provisions. We have the resources to
keep our strategy on course and 1o
maintain owr high level of investment
in people, systems and premises, In this
context, although costs continued to
increase at a higher rate than we would

normally find acceptable, this was

principally to fund new developments,

I'am pleased with the progress we are
making in our initiatives to improve
our cost structure.

| As aresult of the continuing

underlying profitability of our business
secrors and our sound capita] posstion,
the board of directors has been pleased

to dedlare a second interim dividend of
10.7p, taking the total dividend for the
year to 18.0p per share, an increase of
10% over last year’s payment.

The cconomic climate

This has not been an easy year, cither
domestically or on the world markets.
Economic policy in the UK has
continued to be restrictive, The budget
was neutral and interest rates were
raised by 1% in May and again in
Qctober in response to a falling
pound and signs that demand in the
economy was still too high,

It has taken much longer for interest
rates to bite than the government
expected. The most obvious effect,

CHAIRMAN'S STATEMENT

conrinued

a depression of the housing market,
led to a narrowing of interest marging
on mortgage business as the building
societies attempted to regain market
shace,

Thanks to the weaker demand for
mortgage loans, competition for
savings deposits became less intense,
with some benefit to margins,
However, competition for current
account deposits meant that the
payment of interest could no longer be
confined to narrow segments of the
market. The migration of mass market
customers to interest
bearing accounts is bound

to have an increasingly Midland and
adverse effect on retail HonghkongBank
deposit margins. bave both shown a

. manifest desire, at all
Relationship with The e ’

Hongkong and Shanghai
Bauking Corporation
The progress in our relarion-

levels, to seek con-

[
[
.
.
.
.
.
.
.
4
.
.
l
4
.
.
.

structive ways of

moving forward.

ship with HongkongBank
has been one of the most gratifying
aspects of 1989. The programme of
geographic rationalisation between our
two organisations embarked upon last
year and involving operations in 14
countries was successfully completed.

A new dimension has been added o
the services both groups are able to
offer their clients. Cross-referral of
much profitable comercial banking
and tradle-related business has taken
place. In addition, there has been
increasing collaboration in corporate
finance as well as co-operation on a
number of other business fronts,
particularly in the technology area.

Midland Group
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Midland’s products
and customer
services are under
constant review
and we continye to
think innovatively
on staffing and
general admini-

stration Issies.

Midtand Group

CHAIRMAN’S STATEMENT

continued

Major presentations by
HongkongBank, explaining its origing
and current business strategies, were
made to managers from many parts of
Midland Group; Midland gave
reciprocal presentations to
HongkongBank management in the
Far East and the Middle East.

We continue to develop this relationship
and to discuss the form and nature of a
closer business association,

Board changes

Two exccutive members of our board
of directors bade farcwell
during the year. Ernst
Brutsche, with ¢he Group
since 1981 and a director
since 1986, leflt to join
Citicorp; fan Tegner,
director, Group Finance
since 1987, is taking well-
earned retirement. To hoth
go our thanks for their
contribution during the

L I T T T T

time they were with us,

Richard Delbridge, previously a
managing director of Morgan
Guaranty Trust Co. joined us as
director, Group Finance in Ian Tegner's
stead towards the end of 1989,

Change within Midland

The past year has been one of dramatic
change, both outside the Group and
within it. Change is imposed upon

us by forces of competition and by
external factors, Its pace is not going
to reduce and the opportunity exists to
make a virtue out of necessity through
intelligent innovation, There are
numcrous examples, across the

spectrum of our activities, of practices
new in tie industry, where we have led
the way.

The means by which transactions are
to be handled is radically differenc,
Processing is being moved from
branches into a small number of
Disteict Service Centres. Benefits
manifest themselves in greatly
reduced unit delivery costs and in the
substantial additional space available

for customers.

Our products and customer services
are under constant review —witness the
introduction this year of Firstdirect,

the frst 24 hours a day, 365 daysa
year banking service available in this
country. The level of public interest has
been very encouraging. The numbers
of enquiries received and accounts
opened are well up to the targets we
have set ourselves to achieve,

We have also broken new ground with
the establishment of multi-service
accounts on which interest is paid on
current account balances. The interest
expense 1o the bank is mitigated by
income derived from other clements of
the packages. We estimate the net
costs of the initiative to be significantly
lower than those incurred by
competitor organisations,

We continue to think innovatively on
staffing and general administration
issues. For example, 300 nurserics arc
belng setup, to improve recruitment aid
retention of women staff chartered
ferries on the Thames brought
thousands of our staff to work during




the rail strikes; a scholarship course has
been set in place at Birmingham and
Loughborough universities forstaff
members who have the ability, but

not hitherto the opportunity, to study
at university.

All this change has involved heavy
demands on people, and especially so
in our branch network, which has had
to respond to pressures on many fronts,
My warm thanks and appreciation

are due for the enthusiasm

and commitment with which these
chailenges have been met.

Community involvement

For many years we have maintained a
policy of directing our charitable
resources at disadvantaged sectors of
the comtmunity who are least able to
lelp themselves, and this philosophy
remains in the forefront of our
thinking.

This year, in collaboration with
Business in the Community, we have
also funded a new initiative, of which
[ am delighted to be chairman, to give
a much higher profile to the Enterprise
Agency movement, We aim to make
people aware of the scale of success
of the enterprise agencies in their
fostering of new and growing
businesses and of the new jobs that
are thus created, In se doing, to
encourage, we hope, an increasing
level of commercial support for such
worthwhile activity,

This campaign runs concurrently with
longstanding contributions of cash,
practical advice and the secondment of

continued

CHAIRMAN'S STATEMENT

expert personnel that we have made

to Local Enterprise Agencies over

many years,

Our other community-related

involvements have been pursued as

before, One topic worthy of particular

mention is the tenth year of our

sponsorship of the Metropolitan Police

Youth 5-A-Side football competition,

aimed at improving relationships

between the police and youngsters

from tough inner-London areas.

An average of 40,000 children have

been involved each year.

The future

It dees not look as if 1990
will be any less demanding.
The British economy i the
coming months will
undoubtedly prove to be
difficult for many of our
business and personal
customers, although the
outtook in Europe and

many other countries seems

e T R L

Midland’s charity
policy is to direct
our available
resonrces at
disadvantaged
sectors of the
communiity who
are least able to

help themselves.,

somewhat brighter. However, [ have no

doults that the personal qualities of

our staff that brought about the

achicvement of so much during 1989

will continue to prevail and 1am

confident that the visible progress that

has been made will be maintained in

the coming year.

W’ t Ha o Lioa

Sir Kit McMahon

Chairman and group chief excentive

Midland Group




GROUP STRUCTURE

Midland Group is currently controlled

by a board comprising

— § executive dicectors, including the
chairman

— 13 non-exceurive directors

The senior forum for executive

decision-making is Group Exccutive

Committee which at present consists of

— chairman and group chief executive®

— deputy group chicf exccutive®

— chief executive, UK Banking

— chief executive, Midland Montagu*

= chief exceutive, Group Operations®
(responsible also for Thomas Cook)

— dircctor, Group Finance®

— group personnel director

A number of functions demand a
group-wide approach and straddle the
activitics of the individual business
scctors. In particular, these areas are the
responsibiticy of
— director, Group Finance®
— group personnel director
— group economicadviser
— group legal direcror
— group company secretary
— proup risk management

and audit director
— group corporate affairs director

*eurrently board members

Miilland Group
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LINES OF BUSINESS

Lk BANKING
Personal Banking 15 a core business which has four and 4 halfmaflion
consunier accounts, kandled through a neowork of 2,000 bragches
throughaur Ensland and Wales.

Personal Finaneial Secvices is a dedicated operation specialiang in the
sale of a range of investment and insu .o peaducts.

Firstdicect is a separate onganisaton within UK Banking {rovidang a
complete person-to-person bauking service, 24 hours a day,seven days
aweek,by relephone.

Enterprise serves the small business matket through 340 Enterpriss
Cenres which are being established in key offices throughout the country,
UK Comporate manages relationships with medium-sized companies
through 64 Corporate Banking Centres which have been established in
England, Wales and Scotland,

Forward Trust Group is a self-contained group of companies whose
activities are asset and vehicle financing, personal finance and debe
management services, the latwer theough Griffin Factors,

MIDLAND MONTAGU
Treasury and Capital Markets provide a full rnge of foreign exchange,
treasury sl capital marker services to customers of the Group and to
the Group itself.

Merchant Banking provides corporate advisory and financing services,
together with venire capital, institutional asset management and
private banking.

Midiand Mentagu Corporate Banking identifies and develops business
opportunities with major corporate customers.

Developing Conntries Division actively manages the Group’s portiolio
of developing countries debs.

International Banking comprises the London-based inteenational
businesses of correspondent banking and trade finance together with
the Group's network of overseas branches and subsidiacies.

THE THOMAS COOK GROUP
Leisure travel - leading provider of wavel services 1o interational
travellers through a global rerail network.

Business travel = the leader in the provision of travel 1o the corporte
sectar in the UK and Australin, with a strong presence in many other
areas worldwide,

Foreign money - one of the workd’s largest dealess in wholesale
banknotes, with centres in London, Paris and Hong Kong and a major
retailer of foreign exchange in key markets

Travellers cheques - the largest issuer of tavellers cheques in the world

outside the LEand a full member of Mastercard International,

GROUP OPERATIONS
UR Operaans is responsible for the full mnge of operarions functions
that support the UK corporate and retail business of the Group,

Group Ixformation Technology manages | T resources and
develontgnr, Group-wide,

Card and Electronic Praducts is responsible for development, sale and
supriort for card services, electronic banking and technolngy products.

Wholesale Operations and Systemts is responsible for transactions
tandling and information management within Midland Monragu,

Group Property manages all aspects of property occupied by the Group.

Greup Strategy andd Corpomie Planning manages the Group's strategic
planning process.

Midland Securitics Services is the business unit within the Giroup that
hanclles securities execution, sealerent and custodial seevices,

)

|
|
|

I

CUSTOMERS

PERSONAL

SMALL BUSINESSES

MEDIUM-SIZED CORPORATRS

PERSONAL AND CORPORATES

CORPORATES, CORRESPONDENT
BANKS, SOVEREIGN BODIES,
AND HIGH NET WORTH INDIVIDUALS

PERSONAL

CORPORATES

PERSONAL AND CORPORATES

SECTORS OF MIDLAND GROUD

PERSONAL AND CORPORATLS
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ORCIIARD

i

MERIAIAN

This Visa card

productisa
compeonent of both
Veetor amd Meridian

dECONIS,

The rapid pace of
change contimed
during 1989, driven
by competition,
technology and the
effects of
deregulation in
financial markets,
Midland's responses
have been innovative

and far-reaching.

PILIIn

1 M Hand CGroup

GROUP ACHIEVEMENILS

New branches and technology

The Group's overriding objectives are
improved customer service and loteer
it cost of prodiect defreery.

Midland’s branch refurbishisent
progranme has continved during 198%
with the particular aim « fincreasing
the space available to customers. Many
branches now have an extensive range
of self-service machines, including
statement printers, deposit machines,
enquiry teominals and internal cash
dispensers. In addition they have
counsefling areas for individual
discussion without the need
for an appointment, More
than 340 branches now
operate extended opening
hours; 24-hour lobbies are
available at selected
lozations.

The expansion of customer
reception and service areas
hag been facilitated by the
District Serviee Centre
{DSC) programme, which

R R L T T T Y

underpins Midiand’s goal of
achieving economies of scale through
the centralisation of processing,

The initial phase of DSCs remaoves
cheque processing from branches.

In the future they will cover all aspeets
of aperations, including standing orders
and other pre-authorised payments,
and customer accounting. 13 DSCs are
now fully operational and currently
process 38% of all branch transactions.
By the end of 1991 all branch trans-
actions will be provessed in this way.

In other areas of the Group, contral
processing has been expanded

significantly and a 50w increase in
demand has been achieved with unit
cost reductions of 208,

3,500 IBM personal computers have
been installed in branches and area
offices to improve efficienc.

Petsonal customers

High interest rates bave started to
change customer attitudes. An ageing,
more sophisticated and financially
nendre arket is settling into clear
segments where substantial groups of
ctistonters are demonstrating very
different needs,

The policy of market segmentation in
current acconnts, introduced in 1987,
has been expanded and developed
throngh the introduction of Multi
Service Acconmts (MSAs).

Two new MSA products, Orchard and
Meridian, were launched in February;
the established Vector account was
upgraded at the same time. Each of
these accounts offers interest on
current account and includes built-in
savings and loan features, Each MSA
is carcefully tailored to the needs of a
different market segment~home-
owning, family formation (Orchard);
mature, high net worth {Meridian); and
young, financially ambitious (Vector),

In an independent survey Vector was
nominated the bew known personal
banking product in .he UK, MSAs now
represent 17% of thy, kank’s current
account base,

Midland has groatly increased the
dimensions of the card market.
Midland was the first bank to meet
consumer demands for higher value
cheque puarantee cards,
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These affinity credit cards
wwere btnnched during 1989,
They generate meonie for

arts ustd cluprity canses,

GROUP ACHIEVEMENTS

continued

£100 and £250 Autocheque cards were
made available to different market
segments in February and October
respectively,

Customers have aceess to more ¢ash
dispensers. Thete are 1,800 machines
in Midland’s own network and an
additional 2,800 available through
reciprocity arrangements with NatWest
and T3B, Further expansion is planned.

Midland is now a full member of Visa
as well as Mastercard; two Visa eard
products, Midland Visa and Indigo,
were successfully lnunched during the
year. Midland increased its

. toral stock of cards by 20%
Midland is a

founder of Switch

and new provides merchant

services to over 30,000

and is currently the  ©  retailers in the UK.

leading issuerwith Midland intends to remain

over 4 million cards. at the forefront of electronic

cheque initiatives. The bank
is a founder member of Switch and is
currently the leading issuer with over
four million cards, This scheme has
been so successful chat many other
banks and building societies are
queling to join.

Progress in the buportant youth market
has Deest substantial,

There was a 165% growth in the
number of LIVE!Cash accounts, for 14
10 200 year olds, and a 70% increase
aver 1988 in the number of new
stuclent accounts opened, sepresenting
an increase in market share from 9% to
17% for school leavers and 16% to 28%
for new student accounts.

There has been a 25% increase to over
1,500 in the number of school banks —

which are run by stadents within their
own schools and colleges,

Midband bas consolidated its growth
into the savings and fersonal financial
services markets,

There was a major and successful
launch of Midiand’s High Interest
Deposit Band; balances maintained ar
the year end were over £540 million.

In February 1990 a new high interest
notice account, Exchequer, was
launched, which pays one of the
most competitive interest rates in
the market.

Midland PEPs achicved a 10% market
share of sales in the six months
lollowing the 1989 budgert. Unit trust
and pensinn sales have also been
highly successful.

Midland Personal Asset Management
was created toward the end of 1989,
benging together many services for
Liigh net worth individuals previonsly
provided by Midland Bank Trust
Company. It handles the ayset and
estate managetaent needs of
customers with at least £100,000

to invest

Firstclivect, an entirely nety coneept in
banking, umpebere, was introduced wd
began operations on a Sunday!
Firstdirect, . separate division of
Midland, is the fiest complete
telephone banking service offering a
comprehensive range of products and
services, from cheque acconnts and
mortgages to payment of bills. Te is
open 24 hours a day, 365 days a yeax
It has no branches and virtually all
transactions take place over the
telephone {tel, 0345 100100).




Simall businesses

In early 1990 a special unit - Midland
Enterprise - wus created to cater
specifically for the needs of small and
developing bushiesses,

340 Mid'and Enterpiise Centres are
being established across the country.
Specially teained staff providing an
innovative range of core praducts,
supported by new credit assessment
methods and custemer information
systems, service the needs of startup
and growing businesses,

Medium sized corporates

Midland Corporate Banhing tvas
established to allow dedicated
relationship managers to be creative
suppliors of business banking services
Jor the corporate market,

64 Corporatc Banking Centres have
becn opencd throughout the country.
They are supported by modern
computer systems to speed
decision-making:.

Results in some areas have been
dramatic, Sales of treasury and forcign
exchange products increased by 250%
in 1989 compared with 1988; sales of
clectronic banking products doubled in
volume over the same petiod.

Particular emphasis is being placed on
money trattsmission services and on
international ancl treasury products,
where Midland has a leading position.
Specialists have been placed in key
regional offices to help customers
obtain treasury and foreign exchange
services more casily.

Fortward Trust Groupr (FTG), the
finance howse armt of UK Banking,
provides instalment finance, leasing

GROUP ACHIEVEMENTS

continued

and factoring services,

New business lending inerensed by
over 30% during 1989 with aset
financing performing strongly.
Mator finance also performed well as
did FTG’s joint venture with Fiat.

New relationships secured increased
personal finance business, Notable
successes included a partnership with
the Roval Automobile Club and the
development of a burcau sezvice for
several major building societics.

Concord Leasing {UK), acquired in
1988 from HongkongBank, further
consolidated its position as
a market leader in sales aid
leasing and vendor
programmes.

Griffin Factors achieved

growth in both new
business and profitability,
expanded its client portfolio
and now offers an on-line
computer service to its

CLSTOIMers,

Major corporates, correspondent
banks and sovereign bodies
Midland Montagu, the internationtal
and investient bauking arm of the
Group, meets market needs across the
whole range of heastiry, merchant
and connmercial banking services.
Samuel Montagu has been at the
forefront of activity in cross border
mergers and acquisitions, leveraged
buy-outs and, domestically, acting for

the UK Government in privatisation work.

In Spain, Samuel Montagy, in
conjunction with Midland Bank
Madrid, advised BUPA International
on the acquisition of a controlling

A special unit—
Midland Enterprise
—has been created
to cater specifically
for the reeds of
small and
developing

Bresiiesses.

Nine high street SharcShops

haee alroady been opered and

more e plasmed Jor 1990,

Sustomsbnilt services are
supplied to e corporate

markel,

Midland Group




GROUP ACHIEVEMENTS

continued

interest in Sanias, the country's largesy
private health care company. In the
UK, WP was advised in its succussful
bid for the Qgilvy Group in New York,

As part of the leveraged buy-cur of
RJR Nabisco, Samuel Montagn advised
on the sale of five of its European food
brands to the French company, BSN.
Midland Montagu in New York and
Dominguer Barry Samue! Montagu in
Australia were also active in major
cross border transactions,

Midland Montagu Corporate Banking
continued to promote the Group’s
business with larger UK and

Midland Montags
Treasury Sales
provides custoners
with a broad range

of sophisticated

international companics
and, in particulag, has
devcloped the Group’s
money transmission
capabilities, For example,
Midland’s market share of

option and hedging the clearing business of the

products, tailored to

major high street retailers

specific requirements.

Mudlanicl Group

has increased significantly
through its commitment to
the effective, cost-efficient transfer of
funds.

The Group’s foreign cxchange
business globally has been
strengthened and Midlond can now
offer its major clients & 24 hours a day
service, The four main centres of
London, New Yark, Syducy and
Tokyo are complemented by the
Group’s international network of
treasury operarions.

Trinkaus & Burkliarde, Midland'’s West
German substdiary, contiaued to
introduce innovartve instraments to
the market with its suceessful issues
of currency, interest rate and equity

covered warrants. In the mergers and
acquisitions field, the purchase by
Dresdner Bank of Bangue International
de Placement, which was completed in
conjunction with Midland Bank SA in
France, is one exampie of excellent
progress.

Travel for personal and corporate
clients

The international network of Thomas
Cook provides a fill range of travel and
travel-related financial serviees.

In 1989 Thomas Cook madc record
profits in business conducted in the UK.

A three-year investment programme is
keing undertaken in the Thomas Cook
¥. retail network. Newly designed
shops will feature a travel centre,
bureau de change, flight centre and
travel consultancy services. These
‘stores within stores’ will target
independent travellers as well as
continuing to service the inclusive
tour market.

The termination of the no-
competition agreement between
Wagons-lits and Thomas Cook is
allowing travel market opportunities
in Europe to be exploited for the
first time in sixty years. A franchise
programme is being developed which
will allow Thomas Cook to expand
its nerwork. Stand-alone bureaux de
change will also be opened in key
locations.

Thomas Cack regained control of its
name in the US througl a licensing
agreement with Robert Maxwell's
Pergamon Group. A merger with
Crimson Heritage, the feading

US east coast travel agent, makes
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HongkongBank

Business refernils
Detroeen Mrdfand and

Houghonglank bave

been siguificant in
volme and bromi.

KNGS 1 scafe

A flexible and

innowative ; completing a geographic

brought to the

inanagemeit
: Collaboration is developing
of staff. ping

IL] Midland Group

GROUP ACHIFVEMENTS

contmued

Thonras Cook Travel Ine, the third
rgest travel agens in the US,

The winning of the travellers cheque
business of Marine Midkind Bank,
worth in excess of USS50 million, and
the British Telecom business travel
account, worth more than £20 million,
were among notable suceesses in 1989,

Relationship with HongkongBank
Marked progress bas been made in
achivving closer levels of collaboration
betiween the tivo groups.

During 1989 Midland assumed
responsibility for HongkongBank's
Edinburgh, Leeds and
Dublin operations, thus

approach is : vationalisation programme

¢ between the two groups in
. 14 countries,

i a number of business and
product areas where the groups’
strengths are complementary. A joine
expatriate service was launched in
Qctober in certain overseas locations
of the Hongko sgBank Group.

Considerable progress has been made
in working together in electronic
banking and other wechnology arcas.
During 1990 ir is cxpected thar the
proprietary ATM networks of the nwo
groups will he linked,

A number of cross sccondments of staff
have taken place as part of an on-going
programme,

Human resources

Flexibility and innovation are
impartant facets in a buman resonrce
management philosoplv aimed at
coping with u cultere of change,
Commitment to training is evidenced
by a sizeable uaining budget of

£30 million. This figure has increased
consistently over the last few years,

In 1989, the Group launched
CAMPUS, a university scholarship
scheme. It was irroduced particulatly
for women and employees from ethnic
minorities who have not hitherto had
the oppottuniry to attend university.
The programme aims to bring its
participants quickly 1o a level where
they can be considered for
management opportunities,

Midland has recently extended the
Career Break Scheme. Employces, both
male and female, may take a break of
up to five years to look after children,
clderly relatives and the long-term sick.
Those returning are guaranteed a job
of the same status as the one they left.
Anumber of other flexibie initiatives,
tailored around the domestic
commitments of staff. cover such
programmies as part-time woiling and
jobr sharing,

Anew pay stracegy for management
will appraise performance objectively
and differentiate reward for different
levels of pertormance,
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Fhowsas Coole Lanareay Hobudas
Frngs ats csdomiers the

etk of the werkd s finest Beaches,

A progrimnic s
e fo ostablish
somie 300 wwork-
bused nurseries over
the next four years.
Vg wll assist
twoaent acb weondd
athersewse furd great
difficridts
contiumg thowr
areers. The cost of
the schenze 1edf he
mare than offset by
SPIYS i
recrurtrient aid

trinng expense.
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MIDLAND AND THE

price rises that took
place in the early

1970s gave vise to +

world’s financial

Throughout 1989, a number of events
ook place which continued to focus
world attention on the problem of
indebtedness in developing countries,
In March, the US launched a new
inittative ro help reduce countrics’ debt
burdens; elections were held in several
Larin American countries; and banks
continued to protect themselves
againse the risk of non-payment by
increasing their provisions. It is
worthwhile, therefore, to reflect how
the problem developed out of
economic upheavals in the 1970s,
and on how Midls ! kasreacted to
the prablen,
The sudden oil
+ Origins of the problem
: The sudden quadrupling
: of oil prices in 197374
had two immediate
[undarnental consequences. The cash
problems in the deposits of oil-exporting
countries, placed in the

eurocurrency markers, grow
markets.

cnormousty. At the same
time, the demand for loans
from developing countries increased;
not only from oil-importing countrics,
whose import bills had mushroomed,
but also from oil-exporting countrics —
particularly Mexico and Venezuela —
who wished to increase their
borrowing to support faster economic
development,

The ‘recycling of petradollars’ from
lenders to borrowers was beyond the
capacity of existing official instinutions.
It fell to the bauks, with encouragement
from Western governments, to provide

SOVEREIGN DEBT PROBLEM

the means by v -hich this huge transfer
of resources was implemented. As a
result of their increased lending o
developing countries, a painful world
recession was probably avoided.

Lending continued through the second
half of the 1970s and by the end of the
decade commercial banks had taken
over from governments and muld-
laceral institutions as the largest group
of creditors to the highly indebted
countries, holding 69% of their debr
compared with 2785 in 1970,

However, by the end of the decade,
inflation in the US had reached record
levels and monetary policy was
tightened abruptly. The enst of
borrowing therefore rose very sharply,
precipitating a deep recession which
depressed commodity prices and the
growth of world trade. Against this
background Mexico suspended
paymetite of mwieeess pad principal in
1982, Similar a.tiotz 1 m other
countries both inside and outside Latin
America followed, creating what
became known as the debt crisis.

Midland’s involvement

Midland, in line with some 800
other banks throughout the world,
was a lender to developing countries
throughour this period. When the
crisis developed in 1932 Midland
had toal loans outstanding of some
$3.2 bitlion. Taken wgether with the
$2.6 billion in outstanding developing
country ioans of Crocker Bank,
Group exposure amounted to

$5.8 billion,

v




Reaction to the problem

Wholesale default by developing
countries would have been extremely
damaging to the world financial
system. Accordingly, measures were
taken to prevent this. The IMF played a
central role, itself providing funds and
catalysing other resources, including
new money and reschedulings, from
other creditors. Meanwhile, the
countries concerned took steps to
reduce their expenditure and bring it
maore into line with income,

This strategy was successful in averting
financial collapse. By late 1985, how-
ever, it was clear that an end (o the
underlying problem was no nearer.
Debt burdens continued to rise while
standards of living in developing
countries had fallen.

The Baker initiative

In 1985 James Baker, the then US
Treasury Secretary, proposed that the
emphasis of developing countries’
adjustment efforts be changed from
austerity to growth. Growth-
orientated reforms were to be
supported by increased lending from
both official institutions and banks,
and it was hoped that the developing
countries would, over time, grow our
of their debt buzden,

Reforms in the developing countries

o proved difficult to sustain, however,
o and neither official institutions nor

’ banks were willing to commit sufficient
new mongey te the 15 debtor countries

Y, covered by the initiative,
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MIDLAND AND THE SOVEREIGN DEBT PROBLEM

continued

However, a menu of market-based
financial instruments was developed
which reduced bank exposure,
improved the quality of assets that the
banks continued to hold and also
brought benefits to debtor countries.

Debt-for-equity

One of the most important
mechanisms in the menu is the debt-
for-equity swap, A debt denominated
in a foreign currency is paid by the
debtor in local currency at an agreed
discount to the debt’s face value,
The creditor then uses the local
currency to invest in the
debtor country, thereby

i o | : The solutions
acquiring a claim on a rea .

. . . proposed by the US
asset instead of a simple :
debt. The advantage to the & Treastiry Secretary
debtor is the reduction in D 1985 met with
external debt that results Ihnited success.

from the transaction,. :

It is estimated thae by 1989 the 15
countrics named in the Baker initiative
had reduced their bank debt by 13%
using this and other techniques.

However, this period also saw an
increase in interest arrears, including a
moratoriwn by Brazil from February
1937, Subsequently, banks moved to
protect themselves against likely future
losses by raising substantial provisions.
By the end of 1987 Midland’s
pravisions amounted to 29% of its
exposure to developing countries,

Midland’s Developing

Countries Division

The division was established in July
1988 to manage the Group's exposure

SN M R Ry YA
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MIDLANLD AND THE SOVEREIGN DEBT PROBLEM

Midland is bringing
a number of con-
stractive approaches
to bear on the
management and
reduction of its
exposure to

deweloping eonntries.
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continued

to developing countries. It brings
expertise to, and makes full use of,
the market-based options for debt
reduction and it represents the Group
in debr rescheduling negotiations;
Midland is an active member of the
advisory committees for 11 countries.

Whilst tecognising that Midland will
retain a long-term interest in the
developing countries, the division
secks to find means by which loans can
be converted into more secure assets
(for example, through debt-for-cquity
swaps); be repaid {through debt-for-
goods schemes); or be sold
for cash onto the secondary
market. A recent debt-for-
equity swap has involved a
joint venture participation
in a Chilean copper mining
project, Los Pelambres.

By exchanging $63 million
of debt owed by Chile,
Midland has acquired a $53

million investment, implying
a discount in the exchange of 16%,
with the potential for capital gain.

By contrast, had Midland sold the debt
for cash ou the secondary market,a
much larger discount —around 35% ~
would have been suffered,

To date Developing Countries Division
has conducted six swaps involving
loans with a total face value of $200
million, all permirting disposal at prices
considerably above those available on
the secondary market. In 1989 the
portfolio of medium and long term
debt was reduced by 16% in dollac
terms through this and other means,

o
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The Brady initiative

In March 1989 Nicholas Brady,

US Treasury Secretary, announced
proposals designed to reduce the srill
high debt burdens suffered by the
developing countries. His proposals
shifted the etphasis of the strategy
towards the reduction of debt and debt
service. This reduction was to be sup-
ported by official resources —from gov-
ernment and multilateral institutions -
which would be used to coilateralise the
remaining portion of a country’s debt,

However, in the first negotiations to
take place within the Brady framework,
between Mexico and the commercial
banks, it became clear that available
official resources will be insufficient to
support debt reduction on the scale
thac was originally envisaged., In the
meantime, the initiative has raised
expectations of debt forgiveness to
unreasonable levels among debror
countries.

Midland responded to this by
analysing thoroughly its exposure to
developing countries and concluded
thar further provisions were called for,
At 30June 1989, therefore, provisions
were raised to $0.4% of the total, and
remain at around that level today,

As long as overall solutions to the
sovereign debt problem remain elusive,
Midland will use these provisions as a
sound basis from which to manage
its exposure.
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Net interest margins and spreads

et _
Net mrerest margin (74)

W46 10%7 1988 W89

Domestic .0 52 49 4]
fmernanonal 24 L6 2D E
Growp, . ...32 3% 43, 2¥
Ner interest spread (%)

Tomestic 31 03s 0 2
International L1 N4 05 03
Group 20 18 17 Ll

Midland Group
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MIDLAND GROUY
FINANCGCIAL RFVIEW

PROFLIT AND L43SS ACCOUNT

Group profit before taxation and
exceprional charges was £616m, L77m
lowerthan in 1988, The Group recorded
a loss after exceptional charges of
£2610m, compared to a profit of £693m
in 1988,

In previous reporting of profit by
sectar, the interest benefit arising on
capital which has been applied to the
creation of provisions against Joans o
less developed countries (LIDCs) has
been treared as a central resource and
allocated across all sectors in proportion
to their weighted risk assets.

{tisnow considered appropriate thar the
interest benefic should be transferred 1o
Developing Countries Division, which
has responsibility for the managensent
of LDC loans, for current and future
reporting. The exeeptional provisions

Domestic margins and spreads reflect
principally the activities of UK Banking
and the Group’s UK sterling treasury
operations (parr of Midland Montagu).
International margins and spreads
reficet the performance of international
operations, Developing Countrics
Division, Thumas Cook and UK
fareign currency weasuey operations.

Domestic

Overall margins and spreads were
depressed by the results of UK treasury
operations (page 26). UK Banking
marging, excluding Forward Trust
Group, were held substawially level
year on year,

High interest rates in the UK adversely
affected mortgage Jending and,
consequently, mortgage marging.
Leneling nrargins 10 corporate

custo, wrs were maintained bus the
proportion of corporate to total lending,
increased which, with corporates’
relatively finer margins, further reduced
the domestic margin,

T TTTTYer rerrerTreTyey PRI AP T TR LR P LU

against LDC loans made in 1987
{L1,016m) and in the current year
(£846m are likewise charged t this
dwision in the detailed review on

page 27,

As a result of this change it has heen
necessary to restate the figures for
1987 and 1988; the fipure for the
Group remaing unchanged. The table
below ihzstrates the changes made as a
result of this reporting amendiment and
ientifies the 1989 impact:

thpares v tm____ L1987 1988 19R9

Devetopmg Conntnes Division:

net change 2 64 124
UK Banking: net change i14) (381 66)
Midiand Montagses net change  (12) (29) (58}
The exceptional charge of £31m in
respect of local ambhority mierest mte
conteacts has been charged to Midland
Montagu in the detailed review on
page 26.

Offsetting the lower overlt lending
murging was the benefi from wider
margins on retail deposits. However,
the eifect of a change in the liability
mix towards more expensive retail and
money market deposits, as well as
reduced sterling treasury ine, e, is
refiected in the significant reducrion in
the net interest spread.

Intemational

Intemazional spreads and margins
declined due to lower nangins in the
French martgage book and reduced
income frony oversens treasuey
activitics,as well as the higher
proportion of wholesale market assers
for much of the year. These were
partly compensated by a strong
periormance in correspondent banking
net fnterest income,




There was o [4% increase in Group
aperating expenses (162 adjusting for
the inclusion of 14 months® costs tor
Thomas Cook in 1988).

in 1989 there were significant product
and operational developments,
particularly in UK Banking, which
influenced the trend in the Group’s
cost base, These were principally the
further development of retail branded
products, the launch of a diveet banking
operation (Firstdirect), and reorgan-
isation changes to move a substantial
part of branch processing operations

to offsite processing units {District
Service Centres). Midtand Montagu,
allowing for costs associated with new
activities in Europe (particularly with
the acquisition of a controlling stake in
Euromobiliare}and the disadvanrageous
cffect of weaker stetling, held

costs level.

MIDLAND GROUD
FINANCIAL REVIFW
PROFIT AND LOSS ACCOUNT

continued

Total income grew by F% in 1989,
with net mterest income growth of o
onaverage asset growth of 26%,

The growth in net interest income was
atversely affected by the impact of
reduced income on sterding treasury
activities, Other income geew by 1740,
with growth in both UK Banking and
Midland Montagu exceeding that of
interest income with the result that the
proportion of other operating income
to total income increased from

40% to 42%,

The overalt effect of the above trend was
to increase the Group cost income ratio
to 7.2.4% (1988 70.8%), and rv 70.4%

excluding Thomas Cook (19894 68.2%).
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i exuluding Thomas Coak
i ludimg Thomas Cond

Cost/income ratio

Uiguresin dm) 1986 1987 1983 19§54
Operating epenses 2007 1,955 2,024 2,103
Netinterest meome 1,671 1,59% 1,721 1,850
(hheroperatng

Llneeme |

99 1124 10 L

Towal meome 2770 2,717 2858 3,182

CostAncome eati “a 724 TL0 08 T
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The improving trend in corporate
default,which had been evident in recent
years in the UK and internationally,
showed signs of coming to an end
during 1989. Consumer default
showed no dramatic increase,
notwithstanding the continuing high
level of interest mzes in the UK.

UK Banking's charge for bad and
doubtful debts increased by 53%,
reversing the declining trend seen over
the previous three years. The main cause
for the increase was a deterioration in
the corporate sector, particularly in the
seetors which are highly sensitive 1o
reduced consumer demand.

In Midland Montagu substantial

additional bad debr provisions becarie
neeessary in the first half of the year in
respect of 2 small numper of accounts,

mainly overseas. The charge in the first
half of the year was £54m, with a net
recovery for the sccond half, A
provision of £31m in respect of
outstanding interest rate contracts
cartied out with local authorities has
been treated as an exceptional charge
and is not included above,

At the year end, total Group specific
provisions {excluding those related to
LDC Ioans) amounted o £425m or
1.13% of lendings and general
provisions {excluding those related
to LDC loans) to £161m or 0.43% of
lendings, These ratios compare vo
0.95% and 0.60% respectively at

end 1988,

Provisions against 1.DC loans are
reviewed tater as par of the review of
Developing Countries Division.
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UK Banking - profit before taxation
87 1988 1989

LOII 1,126 1,319
321320 626
LELE {652 1845
(LSRN, 1B 1,40

Migures m )
Net interest income
(e operanng ncome
Toalmeome
Operating expenses

MIDLAND GROUD
FINANCIAL RFVIEW
INDIVIDUAL OPERATIONS

There was an encouraging performance

from UK Banking, in 2 year of rising
interest rates and a less favourable
economic clinuee, Profic before tax,

exchuding Forwaed Trust Group (C45m

againse L60um it 1988) and associates,

increased by 15% from £365mto £420m,

Average assers grew by 22% during the
year, with substantial growth in loans
1o corporate and business custotners in
the catlier part of the year, Net interesr
income in mainseream UK Banking
likewise rose by 22%, resuluing in
maintained margins. However, Forward
Trust Group, where predominantly
fixed rate lending suffered from the
rising interest rte envirumnent,
showed a fall in interest income.

deposits in 1989, net interest income
benefited Irom wider margins on retail
deposit accounts and the higher level
ofinterest rates, The overall effect was
that the net interest margin was
virtually nnchanged,

Other operating income grew by 19%,
Midland Personal Financial Services,
whose results include the contribution
from Midland Life, showed = significans
growth in income, Commission
income has shown lmited growth in
an inereasingly price sensivve markes.

Operating expenses prew by 19%
during the course of the yeana
refiesdon of the significant expenditure
inctrred in training and marketing and
in the costs of establishing new District

yer

Charge torbad While there was a continuing move Service Centres, the installation of
Sh‘:::‘:;’::‘:f:‘l“:‘::"‘ (f‘_‘:’ ‘;:) ‘;g) towards interest vearing current personal computers in the network
e — BT -r i T accounts and high interest bearing md the establishment of Firsedirect.
£m Midtand Montagu's profit before tax, results in a number of overseas units.
150 — - - at £67m before an exceptional charge On the other hand, correspondent
of £31m in respect of lacal authoricy banking activities showed a significant
interest eate contracts, was sharply increase in net interest income.
WO - down on the figure for 1988, The Other operating income increased by
reasonss for the decline lay in the £99m owing to an excellent
impact of high sterling interest rates on performance in client based activities,
the Group’s hook of sterling assets and In particular, Samucl Montagu’s
0= - - - liabilitics and higher bad debie pravisions corporate advisory activities and other
incurred jn the first half of the year, merchant banking businesses
Net interest income fell by £116m ns a performed strongly, while the nerwork
0 e veme. sesult of & substantial decline in of continental European subsidiarics
%7 88 89 treasury profitability. In the UK, the also showed a substantial inerease in

Midiand Montagu {excluding
Developing Countries Division) = profit
hefore taxation

fguees i L) 1987 188 1989

Nt merest mcome A58 A0 2e)
Orluee apecating weome 365 360 45

“Tewal ancome 623 T T
Operating expenses 1553 {567 (OS]
Chirge focbad

amd donbiful debis T R I A 1]

Share of wsociates
Profis befure tax am

exceprional charge 12 M4 7
Fxeeprona) t.h.lyiq . = = i
Feoret bcfuee 1ax 32 14

wm _Fe

Midlamd Group

dual impact of an inverse vield curve
and rising interest rates on a book
positioned rowards dedining interest
rates resubted in a sharp rurn-round
from 1988 when the opposite
circumstances prevaiied for nuch of
the year Higher interest rates also
adversely affected teasury

income, Treasury truding income, on the
other hand, declined, influenced by the
rising teend in European interest rates.
Operating expenses increased by 7%
during the yeae When account 15 taken
of adverse exchange rate movements,
and! the inclusion for the first time of
Euromobhiliare, costs were held level,
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MIDLAND GROUP
FINANCIAL REVIEW
[NDIVIDUAL OPERATIONS

continued 3
For the reasons expluned on page 24, Orher income deched in 1989 im
Developing Counties Division receives following the adoption of a policy to 200 -
the interest benefit arising on eapital offset debt swap fee income against 0 - o -
which has been applied o che creation losses ineurred in debt reduction
of provisions against loans to LDCs, SWAP Iransactions, oy - -
The increase in net interest income in Operating expenses have shown an @oy - -
1989 compared to 1988 was due 1o the increase in line with a substantiatly @) - -
funding benefit arising from the increased level of debt reduction
additional provisions against principal activity, gooy- -
of £846m made in June 1989, Interest e~
inconye was reduced by the agreement The reseeved inkerest provision of ’
with Mexice which had the effect of £174m in 1989 is principally against (1,200) - =~ e
reducing interest income by 33% as Argentina (£66m) and Brazil (£77m). 87 48 89
from July 1989 on $1,366m of loans. The much lower charge in 1988 was Devetoping Countries Division

e by Y| Yy y '\. Y3y o u I. .
This has been (\Il'fs-ct byf;hu tufmgn !ﬂl‘[.,(.[} cll}lc r(r) the lr;cu‘?t of {..6011[1 - (fossp/profit before taxation
exchange t.mns ation ¢ ecto a wenker inrerest (.uc tom Brazil, previously (igures m Lo 1957 1958 1989
pound on interest income in 1989, reserved in 1987, Net imterest meome 85 149 198
{ther operatimg income 41 40 23
Total income 126 189 221
Qpetating expenses ey 6y (20
Charge forhad
and doubtful debrs:
~principal - {105y -
_cpeenedwered (I E) (70
{Lassiprodte before tax and
exceprional charge myo6 20
Bxcopionabcharge | (1016 _ = $36)
[Losshrprofit efore tas {10171 4L {820}
Against a background of a difficulr year the UK retail travel seetor The main m
for the worldwide travel industry, contriburors to this increase have heen 3o o
Thomas Cook's profit in 1989 rose to a concentration on higher margin
£23m {2 1% higher than for the business and a significant expansion
12 months to 31 December (988} of retail foreign exchange activities. 20 - - -

In Australia the pitors’ swrike and
subsequent distuption of the domestic
airmarket has had a significant adverse

Comparinyg full year trends, net interest
income inueased by 18%in 1989 due to
the strength of travellers eheque sales in

the UK, European and African markets, impacs on trading results. 10
wogether with higher yiekds on both the An 18% increase in operating expenses

sterling and US dollar portfolios, reflects the growth in business

The incrense of 18% in non-interest volwmes, the adverse impact on coss ]

income in 1989 compared 1o 1988 of sterling’s weakness and general §7 8% 89
Jargely reflects the continued growth in inflationary pressures.

The Thanws Cook Group
profit before taxaton

fapures i i [oR™ 1988 19RY
Nt HICTT e L LTS Sl |}
Ohet uperatig wwatiny 198 a2
Fonad g ’ hU R e AL R
Operating expuives [ RIS Y % Mg )
€ harge tor had

annd o b, 1 4 2
Shuane o aasinabes i L 1
P'rofn belote ax 11 19 2%

o 19%% rsubes are for the ot endeed
1 Prevaier 198, N profic lor che 12
months 0 3 Duember 1988 was £19m
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Group total assers and weigheed

MIDLAND GROUY
FINANCIAL REVILEW
BALANCE SHEET

Group total assets grew by 12% during
the year s weighted risk assets by
16%, the disparity being due to a
compatatively lower proporrion of
low-weighread treasury assets being
held at the end of 1989 compared to
1988, Much the preater parr of the
groweh took place in the first half of
the year, with an 18% increase in assets
to 30 June 1989 (19% increase in
weighted risk assetsy and o 5%
decrease in assets (2% decrease in
weighred risk assers) in the second half.

a

e S

The deeline in the second halt was in
Midland Montagu, contributed to by
the effective marginal appreciation in
stering during the second half; in
contrast with the depreciation which
occurred in the first half, Assct growtl
continued in UK Lanking, primasily in
business and corporate lending, alber
slowing towards the end of the year

When account is taken of the effect of
exchange rate changes the underlying
asset increase during the year was
approxiniacely 7%,

visk assets
tpetiod-cnd balances) 1987 1988 1089
tigures tn £bn) _
UK Banking 199 L6 200
Michiaod Montagu 250 272 2
Developing Counteies Division 2.0 2.9 23
Thanms Cook 87 Wb LD * Weighted risk assets for 1988 and 1989 are
‘Total assets 48.5 557 w25 calji,ulqtcd wncler the Bank of England revised
“Tatal weiphted sk asses « J4LL 488 ﬁt'{.lﬁm’; f‘;: fg‘gy_mmmc tumber is nat
Money marker eall . . Interest bearing customer accounts
(0% Non«int. beanng afcs . f R .
0% COIlllllUCd 16 Ionm an Increasing
5“;3"‘;;“’“ proportion of the Group's average

415

Money market and other

1989
Gronp funding mix

Capitaland ather

{hased o average balances)
me

1957 1988 1959

%% % %

Denand deposits:

Customer accounts

=interesi bearing 11 13 14

= nonsmteres heanng 12 12 (0

Moncy market

{overmght and call deposis) 9 g 10
Time deposits:

Savings accouny 9 To10

Mauney masket and other 42 1 4
Capital and other ) 77 s
Yol I L
Madband Group

o '--‘_jrw.s

(R SR T

funamg mix. This stems from the
growth in high interest cheque
accounts and the growing balances on
customer current accounts marketed
under the brand names Vectorand
Meridian, There has been some
migration of non-interest bearing,
accounts to interest bearing, but year
on year non-interest bearing balances
showed overalt proweh, albeit at a
significontly lower rate than toral
balanee sheet growth,

Savings accounts continue to he
actively promoted and the declining
trend in this souree of funding has
been decisively reversed through the
active marketing of new savings
account products in the UK, resulting
in a £1.4bn increase in savings balances
in UK Banking.

Capital and ather balances have
increased ar a slower mte than total
batanee sheet growth and, therefore,
form a decreased proportion of tol
funding.




End-year assers were £4.4bn, 18%
higher than 1988, Growth in the
second half year slowed o 7%
compared to 109 in the first half,

Corporite lending, included in
overdrafts and term Joans, grew
slightly in excess of 0% during the
year, Growth continued strengly into
the sceonud half with some slackening
towards the latter end of the year.
Growth in personal mioregage lending

MIDLAND GROUP
FINANCIAL REVIEW
BALANCE SHEET

continued

fox the year at 4.5% was alfecred by the
higher rates and the downturn in the
housing marker. Other louns to the
personal secror showed modueeate
mcreases throughout the year.

Weighted risk assets grew in fine
with the general pattern of advances.

‘The tisk weighting applied to personal

mortgages is 0.5, which mainly
accounts lor the difference hetween
total and weighted cisk ssets,

i
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UK Banking - toral assets and
weighted risk: assets

{penod-end batonces) 1987 1983 1989

{figares m £hn} L
Overdrales and term loans 94 117 142
Mortgage advarces 346 48 47
Instalntent finance: fiminee

leases 126 32 37
Qther lending 2,1 23 6
Orher assets 22 2y 3
Toral asscis 19.9 246 290
Total weiphted risk assets WA 215 260

eabtireeninndbinn

Midlland Montapu's teported asset
levels are substantially affected by
sterling exchange rates, dee both 0
its overseas operations and foreign
ayurtensy denoininated UK activities,

£2.4bn of the £3.0bn growth in total
assets can be attbuted to the weaken-
ing ot sterling in relation o the US
dollar and major European curreneies.
Approximately £1.1bn of this exchange
rate effect relates to the internationat
business areas with a similar impact

on treasury and capital markets, the
balance of £0.2bn applying to
corporae banking.

renvasHsbnnt et Vs rsanen

The undetlying growth (after
exchuding the currency translation rate
effect) has been concentrated in the
merchant banking area (£0.4bn) and
corporate banking (£0.2bn),

Weighted risk assets have increased by
£2.8bn, compared 1o the growth of
£3.0bu in cotal assets, This is in line
with the growth being concentrated
in activities scrvicing corporate
customers in merchant banking,
corporate banking and internarional
banking,

£bn
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Midland Montagu {excluding
Developing Counutries Division) ~ total
asscts and weighted risk asscts

{penud-end balances) 1987 1988 1989

s i) i
Treasury and Capatal Markets ¥} 133 14de

Merchany Banking )y 0s 0.9
Corporate Banking 2500 A0 34
Tuternational ] 98 1Lt
Other i } ) 06 DR
'lm‘ll dssey 450 72 30

AR S . it

Toral \\(‘I}_.ll ed sk assels NAA 14202
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MIDLAND GROUPD
FINANCIAL REVIEW
DEVELOPING COUNTRY EXPOSURE

I,QS Provisionable exposure —analysis by Provisienable exposure dechned by $%
country and ratios in 1989 in Ut dollar terms b« the
I L .
100 Vi peniod-end balanges) [987 1SS 198% effect of currency depreciation was to
nurcsan St e e - increase it by 4% iz sterfing terms,
2 J ) el 1,310 .
80 :;f?;';““‘ 1::: 11 » ':ur].s Gross outstandings to Argentina
Mexico LER LAOE 1375 increased Jargely because ot higher
60 - Rest of Lt Amenea LW L7512 LA reserved inferest; gross outstandings
: ' w 9w 1,197 16 . . -
Reotsheworld - L1930 L1271, 2% to Brazi! declined as the Jieet of
40 - Gross ontandugs 7S T2 TIR7 . .
mereased reserved ierest was more
- Contmgenaies aned winleawn :
e - than offser by the ongoing debt
20 - COmIInents 65% S48 421 . et iy BOI .
it reduetion programme. The reduction
o Elidl Veluntary shart-term and in exnosure to Mexic
H[“n., “L“ud i . cm,m P"’J ((,51) n (..\]‘l()&llﬂ.- O N IENICO CONSISES
87 88 89 Provt ronable exposeresSm 7714 %521 6,956 primarily of the agreed debt
L5 Lt " .
Met provisionable exposun, as 2% of Provieome$im 2246 2,455 3400 resiructuring whereby debt totalling

sharcholders® funds .
$1,3G6my was converted into

combination of par boads (3409m
Feovisions =£m L2206 1,363 2,173 . ! ( )
T e e S o i X and discount bonds ($622m),

Faovisonable exposure =L 4,43 4,176 4,332

Provisions as % of
1 ;| . 3% "3 . e
_provivonablecxposure 292 2.6 §0.2 Ner provisionable exposure expressed

Net provisionable exposure ns
) as a percentage of sharcholJers’ fursds

% o shareholders* funds 113 493 80
continued to reduge, amounting to
80% ar 31 December 1989 compared
to 113% in 1987 and as high as 238%
in 1986 {based on gross ontstandings),
3 0%'3 Provisiouable expasure classification
{period-end balances) 1987 1985 1969 The table hciowmmlysus total
{hguaes in Sn) —_— provisions and related exposure at
Medivm and longeterm debt 6,432 @214 4213 31 December 1989:
Equity investments and bonds 14 24 308 e Frove Do
Reserved and acerued interest 338 301 §)1 . o
waable  Tony WS s
Medum/long-term cxpusune & of
exposure 6,784 6509 5,003
prIVIS,
Mexico enhanced debt - -~ 1,031 tomabl,
Fixed trade and exposure
inverbank lines S0 03 892 i e L W
Provisionsble exposnre 7734 ?.'325 6956 \‘u'n\\m'h'nn;,-lcr'n\
exposure fexcluding
Major movements i provisionable exposure Moxicn enhanced debt) 5,033 3473 610
duriig 1989 were: S Mevieo enbranced debt;
8™ 88 89 Provisionable exposure at |fameary 1989 3,521 ~discouw bonds 622 - -
. ned 4 Reduction through debit swaps and sales 1616} =par bonds o dpg 143350
nednan an P L
fong-tcem debt }?TMFI“ c!qmt) ]l“::s,mumls.l sxchange :t:‘: ------ I_MI = e
s yrele and cduction thraugh Mezios debi evchange (1 } Freed trade sl tmtethatk
Intestoank ltes ::Icrc.l'ic in rt'wn.'ﬂllnnl.l .|:‘L‘m’ml inlerest {.‘.:? Ties W AT
ity Investments "'.m.‘)'lftp"_—“mm ad pehgrredyetions . ... .. L0 Tatals 69561490 §06 )
aﬂd hards Provisinnable exposure before new
’ vOmMtries 6713
B bexico enhanced deht Inerease through addition ofnew coungnes 233
resérved and Pravisionable s eXpRLLE Al
accrued imerest 11 Decemler 19839 6,456
Midland Group
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The negative retuen in 1989 arises 1
a result of the exceptional charge in
respect ot LDC provisions,

Group average sharchoklers® funds for
1989 are higher than 1988, natwith-
standing the loss for the year, having
had the full year benefit of the 1988
property revaluation, While che return
of 218" before vxeeptional charges
and taxation is lower than the 25.2%
carned in 1988, UK Banking continued
to show its historically high retunz but
this was offsct by the impact of the
reduction in Midland Montagu’s retum,

MIDLAND GROQUP
FINANCIAL REVIEW

SHAREHOLDERS' RETURN

Return on shareholders’ funds
JI86 1987 19AE 109

Average shareholdeny'
fundvchm 1938 200 2748 2012
Profie#tloss) before
taxation and
excepnonal
charges (L) 4 S 693 616

Proht/(loss)
nribuable o) 242 09 w12_ g
Prostax retuen thefore

exeeptional eharges}

on averagy

sharcholders*

funds (%) 224 26 252 2.8

Rewmn on average
sharcholders*

funds 196) [20 084 150 (27

(25) = name = 3aan

86 87 88 89

Return on average shareholders® funds

B e R LT TP T PP r e

reanannnrany LITTTTTIIvIeS

Dividends increased by 10% in 1989 following  Dividends pershare
an increase of 149 in 1988, The toral cost of 19861987 1988 1989

dividend payments in the year was £140m.

Adjusting for the after rax effect of the
exceptional charges, the dividend cover
would hve been 2.7 times in 1989,

Fest interim (p) 62 62 68 73
Secand intetim (p) 82 B2 96 107

Total dividend per
share (1) 194 144 164 180

Larnings pershare (p)  $5.4 (89.5) §3.6 (28.3)

3.9 - 33 -
(Figures have boen adjusted for the 1987 rigles
issue and 1989 capirahsation issuc}

Dividend eover

e I N N N R TR
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& dinidend pershare Meamegs pershar:
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{98y Juse
Capital ranos . R
Tord vapial nskassets 1.8 0.0
Tier | capital. ik assors 6.5 i

Compownonotapmad
Ter 1y £m £m
Shaseholders® funds and nunonties 2,723 2,611
iexclproperty eevaluation reserved
Tier 2:
Property revalwation feserve 457 2%
Geveral provisions 120 16l
Perpetnal suborhinated debie 861 965
“Tern subordmared debe

20494
Uncomoldued mionments 214 (249
Tatal ¢apal 49642 4801

Wophted vk assers m_

Onbalnce-shees ) IS.VIM 39,025
9[£‘k9b!!1tc'ﬁllcut . 6,903 9,124
‘Toal 20067 48,740

MIDLAND GROUPD
FINANCIAL REVIEW
CAPITAL ADEQUACY

Group capital

Capiral ratios have been calculated

on the basis of the Bank of England
application of the Basle Agreement
on intermationat bank capital ratios,

The Groups™s tier | capital shows a
reduction of £112m from the level at
31 December 1988.This was caused by
the deficit for the year of £359m offset
in large pare by the capitalisation issuce
during the course of the year, which
transferred £220m of eapital from

the property revaluation reserve

{held in tier 2 capital) to tier 1
sharcholders’ funds,

Apart from the reduction due 1o the
transfer from property revaluation
veserve, the main changes to tier 2

L P P T T P P T PP TP

B6 87 88 89

“Toral equaty to total assees ratig

Midlaud Group

Equity/asscts ratio

{period-cdd balances) 1986 1987 1988 1989
Sharcholders’ fumds
A and minozinesifm) 2,111 2,685 3.LHU 2,851
Toral yeae-end )

assees (£hn) 532 485 557 625
Toral equity 10 total

assety witip (%) 5.5 87 46

capital were in the level of sub-
ordinated debr. Of the net increase of
£291m, L1780 was due to the effect of
the depreciation of sterling during the
year on the predominantly foreign
currency denomisated debt (84% of
the total), £173m for new issues and a
reduction of £60m throvgh repay-
ments and amortisation of qualifying
subordinated debr,

AL 10,0% the Group’s 1otal capital/risk
asscts retio shows a dedline from the
level of 11.8% of a year earlier, but is
well in excess of the nternationally
agreed minimum of 8% and reflects
aconsiderably higher level of
provisioning of LDC deb,

The deficit during the year of £359m,
only partially offset by an increase in
minorities, resulted in a fall in share-
holders’ funds and minorities to
£2,851m. The effect of this fall and

a 12% increase in toral assets is a fall
in the cquity/assets mtio from 5.7%
10 4.6%, a tevel which, however, is
still higher than that experienced
through 1986.




Results for the year

The results for the year are sec ot in the consolidated
profiv and loss account on pge 39,

A first interim dividend e 2.3p per ordinary share was
paid on 16 October 1959, The directors have declared a
second interim dividend in respect of 1989 amounting to
10.7p per odinary share payable on 9 May 1990 10 those
sharcholders whose names are on the register of
members on § March 1990 instead of recommending

a final dividend at the annual generl meeting,

The interim dividends for 1989 total 18.0p pershare
{16.4p for 1988 after adjustment for the 1989
capitalisation issue).

Group activiries

The bank and its subsidiaries, operating in the UK and in
other parts of the world, provide a comprehensive range
of banking, financial and related services.

Share capital
As a result of resolutions passed by shareholders ar last
year's annual general meeting and at extraordinary
general meerings held on 27 April 1982 and 2 October
1989, the authorised share capital of the bank is as
follows:-
£1,000,000,000 divided into 1,000,000,000 ordinary
shares of £1 each.
£150,000,000 divided into 15 0,000,000 non-
cumulative preference shares of £1 each,
US$500,000,000 divided into 20,000,000 non-
cumulative preference shares of USS25 cach,
During the year the issued ordinary share capital of the
bank was increased from 549,587,734 shares to
778,668,888 shares as folfows:-
3,193,101 shares issued under the Midland Bank Group
Profi Sharing Share Scheme ac £3.189 per share,
2,667,691 shares issued under the Midland Bank
Group Savings Related and Executive Share Option
Schemes ac prices ranging from £1.5390 1o £4.1971 per
share,

220,342,783 shares issued under a two for five
capitalisation issue.
2,877,579 shares issued in licu of cash by way of scrip
dividend,
Naone of the non-cumulative preference shares have been
issucd.
The bank has been notified thiae The Hongkong and

MIDLAND BANK PLC
REPORT OF THF DIRECTORS

Shanghai Banking Corporation Limited and its
subsidiaries and The Kuwait Investment Office have
interests In the ordinary share capital of the bank nf
14.8% and 10.5% respectively,

The close company provisions of the Income and
Corporation Taxes Act 1988 o not apply to the bapk,

Special business at the anaual general meeting
Sharcholders will see from the notice of the annual
general meeting Lhar they are asked to consider and, if
thoughe fit, pass a number of resclutions as special
business, further details of which are as follows:

Resolution No 8: Scrip dividend scheme

This resolution provides an opportunity for ordinary
shareholders to acquire additional ordinasy shares
without dlealing costs and gives the bank the benefit of
the retained cash and the advance corparation tax
otherwise payable on the cash dividend.

By voting in favour of the resolution shareholders are
not committing themselves to a personal decision

on whetherto take shares or cash in respect of

future dividends,

Resolution No 9: Authority of directors to alior shares
At last year's annual general meeting the directors were
given general authority for five years to allot the
authorised but unissued ordinary share capital of the
bank. It is proposed that this general authority be rolled
forward for a further period of five years. The maximum
amount for which the authority is sought is up to
£221,331,112.

Resolution No 10: Disapplication of pre-emption rights
Itis proposed to ask shareholders to renew the power
granted 10 directors at last year's annual general meeting
to allot ordinary shares for cash within certain imits
otherwise than pro rata to ordinary sharcholders,

If approved, this proposal would empower the direcrors
to allot shares for cash provided that, except in a rights
issue, the new shares did not exceed 5% of the issucd
ordinary share capital,

The directors believe that the proposals in resolutions

9 and 10 would continue to provide the board with a

prudent measure of flexibility for them to act in the
bank’s interests,

Midland Bank ple
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MIDLAND BANK PLC
REPORT OF THE DIRECTORS

continued

Resolution No 11: Seaff profit sharing
The Midland Bank Group 1979 Profit Sharing Share
Scherne and the Midland Bank Group 1979 Profit Sharing
Cash Scheme (*the sehemes’) restrict distributions in any
scheme year to no more than 5% of the profits (before
taxation and extraordinary items) relating to the tding
wctvities of the « .t participating companies, The
eerofthers  F "+ rovisions of £846 million
v epectofle . ' - auntries identified as having actual
we potential paym o7, oseferred to innote 5 of
the accounts for 1989) o 0 proruce a loss for the year
and consequently eliminate any profit sharing distribution,
The profit for 1989 before chese exceptional provisions
would have been £585 million, Although this became a
loss before tax of £261 million after these exceptional
provisions, the dicecrors are concerned that cheir decision
1o make these provisions should not prejudice any profie
sharing distribution to the relevant employees who are
predominantly based in the UK and who have
contributed greatly to the underlying profitabilicy of the
Group. In 1987, in similar circumstances, sharcholders
authorised ar amendment to the rules of the schemes o
permit an adjustment to the basis of calculation of the
profit-share by adding back an amount equivalent ro the
exceptional provisions made in that year In respect of the
scheme year 1989 it is proposed that the directors be
authorised to tmake an adjustment of £846 milfion in
calculating the profit-share, The directors would exercise
their discretion 1o restrict the level of distribution w
below that which would be produced by adding back the
£846 million in full, This would reflect the fact that some
provision for country risk would have been made in any
event,
To the extent that the exceptional provisions made
against specific loans in both 1987 and 1989 may
eventually prove excessive and are taken back into profits
for future years, a corresponding reduction in the profit
before taxation figure for staff profi sharing purposes
would, of course, be made.

Loan capital

During the year Midland International Financial Services
13V, a wholly-owned Dutch subsidiary of the bank, drew
down the final tranche of Yen 3.1 billion from a Yen 9.4
hillion loan facility entered into in 1988.In addidon, two
new loan facilities, for Yen 10 billion and Yen § billion
respectively, were entered into and drawn down in the
year,

Midland International Financial Services BV also made
the undermentioned loan capital issues:-
Yen 5 billion Dual Currency 7*,% Guaranteed Bonds
due 1999
DM200 million Guaranteed Floating Rate Notes of
1989/1999
The above loans and capital issues are guaranteed by the
bank on a subordinated basis as 10 payment of principal
and interest. The proceeds will be employed in the
conduct of the business of Midland Group,

Dircctors

The following directors have retired from the board:-
Mr E W Brutsche in May 1989 and MrI NTegner in
December 1989,

Appointments to the boatd have been made as follows:-
Sir Colin Marshall in April 1989 and Mr R Delbridge in
December 1989, Sir Colin Marshall was re-appointed by
shareholders at the 1989 annual general meeting. In
accordance with the articles of association of the bank,
Mr R Delbridge will retire at the forthcoming annual
general meeting and, being eligible, offers himself

for re-appointment,

Mr} A Brooks, Sir Archibald Forster, Mr G Maitland
Smith and Sir Eric Pountain retire by rotation in
accordance with the articles of association of the bank
and, being eligible, offer themselves for re-clection.

Mr] A Brooks has a service contrace with the banlk which
expires on 31 December 1990: Mr R Delbridge has a
service contract with the bank which may be terminared
by the bank upon 36 menchs’notice,

Sir Archibald Forster, Me G Maitland Smith and Sir Eric
Pountain have no service contracts with the bank or any
of its subsidiarias.

No director had a material interest at any titme during the
year in any contract of significance, other than a service
contract, with the bank or any of its subsidiaries.

Fhe names of the present direetors of the bank and brief
biographical notes are shown on page 3,

Group audit committee and Group remuneration
committee

At 31 December 1989 membership of thase comumittees
was as follows:-

Group audit committee

Mr G Maitland Smith {chairman), Sir Archibald Forster,
Miss D O'Cathain and Sir Michael Palliser.

Group remunerion commitiee

Sir Patrick Meaney (chairman), Sir Kenneth Corfield,
Sir Alex Jareatt anel Sir Michacl Palliser,
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MIDLAND BANK PLC
REPORT OF THE DIRECTORS

Subsidiary companies

In the latter part of 1969 Mideorp ple, a whally-owned
subsidiacy of the bank, acquired afl the tssued share
capital of Billingsgate City Sceurities ple fora
consideration of £100 million.

The only significant asser of Billingsgate City Securities
is o freehold property at 10 Lower Thames Steeet,
London EC3, the principal office of Midland Montag,
the international and investment banking arm of
Midland Group.

Employces

The number of full-time equivalent staff employed in the
Group at 31 December 1989, on a worldwide basis, was
60,237, of whom 54,070 were employed in the UR. The
average number of staff employed {including part-timers)
each week by the Group, in the UK, was 58,313 and their
annual aggregate remuneration was £803 million,

Employee communicaion and involvement

During 1989, Midland Group has demonstrated its
commitment to improving opeaness of comawnications
berween management and seaff through a review of
internal communications. This included asurvey of over
1,000 employees, As a result, its internal communications
strategy and practices are being revised to encourage
greater two-way understanding and involvement.

There continued to be a high fevel of staff participation in
the vatious employee share schemes, More than 20,000
staff received all or pare of their allocation in shares.
Under the new savings-related share option scheme,
options were granted o almost 10,000 employecs.

In Februnary 1989, the bank terminated all agreements
with the Manufacturing, Science and Finance Union
following a long period of decline in union membership,
This was achieved without disruption to banking
operations amd service to customers. Satisfactory

continued

consultations and negouations have continued with the
Banking, Insurance and Finance Union, which is the
principal union within the Group,

Employment of disabled persons

During the year the bank has taken active steps 1o ensure
that people with disabilities receive equal tecatment in
terms of application for employment as well as tmining
and carcer development epportunitics.

Existing employees who become disabled are, wherever
possible, retained in suitable jobs and, where necessary,
provided with appropriate equipment, Employees who
have responsibilities as carers of relatives or partners with
disabilitics are also now able to take advantage of the
career-break scheme,

Donations

During the year the Group made donations in the UK

for charitable purposes amounting ro £730,652. included
i this sum is an amount of £201,720 which relates to the
£1 for £1 staff charity scheme,

No donations were made for politieal purposes,

Auditors

Ernst & Whinney merged their pracrice with

Arthur Young on 1 September 1989 and now praetise in
the name of Brnst & Young. Accordingly they have signed
their auditors' report in their new name. They have
expressed their willingness 1.+ continue in office as
auditors. A resolution proposing their re-appointment

as auditorg and giving authority to the directors to

Poultry, London
22 February 1990

By order of th
J RSkae, seere

Midland Bank ple
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- MIDLAND BANK PLC
ANALYSIS OF ORDINARY SHAREHOLDERS
' At 31 December 1989

. l’;

e Numberof  Percentage Numberof  Percentage
- Category ofshareholder ... sharcholders - oftoral | shaesheld - oftoul
Individuals 104,051 9512 127,398,487 16.36

: Trustee of Midland Bank Group 1979
vy Profit-Sharing Share Scheme* 1 - 7,754,505 1.00
, i‘a’: Assurance and insurance companies 566 0.52 57,506,589 7.38
K Commercial and industrial companies 613 0.56 118,164,944 15.17

i Cliarities, local authorities, hospitals 379 0.35 10,740,561 1.38

Nominee companics 3,299 3.02 412,967,704 53.04
Pension funds and pension trusts 102 0.09 26,149,436 336
5 Unit trusts and investment trusts 368 0.34 17,986,662 2.31

?" 109,379 100.00 778,668,388 100.00

s *the trustee of the Midland Bank Group 1979 Profit-Sharing Share Scheme holds ordinary shares on behalf

of 26,624 pacticipants

Nuniber of Percentage Number of Percentage

. Ordinary shares held sharcholders of total shares held of total
1-100 14,542 13.30 441,121 0.06
el 101-250 10,777 9.85 1,858,571 0.24
- 251-500 16,504 15.09 6,117,387 0.78
501-1,000 24,496 22,40 17,982,328 231

1,001-5,000 38,743 3542 77,459,504 995

5,001-10,000 2,506 229 16,666,139 2.14

10,001-25,000 780 0.71 11,645,555 1.50

25,001-50,000 272 025 9,524,721 1.22

50,001-250,000 449 0.41 53,376,767 6.85

250,001 and over 310 0.28 583,596,795 74.95

109,379 100.00 778,668,888 100,00

REPORT OF THE AUDITORS

i .

e To the members of Midland Bank ple

i We have audited the accounts set out on pages 37 to 60 in accordance with Auditing Standards.
i

i In our opinion the accounts give a true and fair view of the state of affairs of the company and of the Group
%

at 31 December 1989 and of the loss and source and application of funds of the Group for the year then
ended and have been properly prepared in accordance with the Companies Act 19835,

= c
(r.' r’,_.,r - /
Emst &Young London
Charrered Accountants 22 February 1990
g b




MIDLAND GROUYP
ACCOUNTING POLICIFS

Accounting polivies adopted by the Group e set out below
and are consistent with those adopted in 1988 with dee
exeeption of the introduction of the policy on embedded value,
the impact of which is nor material,

{a) Acconnting convention

The acconnts are prepared w accardance with the requirements
of the UK Starements of Standard Accounting Pragtice under the
historical cost corwention modified by the revaluation of
frechold and long leaschold properties and dealing assers,

(b} Basis of consolidaion

The Group accounts are prepared in accordance with sections
258 aned 259 of, and Schedule 9 to, the Companies Act 1985 and
deal with the state of affairs and profits and losses of Midland
Bank pte and all iss subsidiaries and the avrbutable share of
profits and reserves of its associated companics.

{c) Bad and daubtful debs

Specific and geneeal provisions for bad and doubtful debts are
based on the year-end appraisal of advances. The spedific
clement relares to individual banking relationships; the general
clement relates to other positions not separately idemified but
known from experience to exist in any portfolio of banking
relacionships,

Interest on bad and doubtful loans continues to be charged o
the customer’s account and credited 10 interest income where
insolvency law peemiits, although in most instances a
corresponding specific provision is made. When it becomss
apparent that recovery is unlikely, ingerest ceases to be acerued
and the owteranding debt is writien off,

(d) Instalment finance

Income from fixed rate instabment finance business, after making
a deduction for certain initial expenses, is credited 1o profit and
loss account in proportion o the reducing bakance owstanding,
These balances are stared in the balance sheet after deduction of
uncamed charges and interest.

{¢) Equipment leased to customers

Income from leasing contracrs, other than those with major
recoarse or similar agreements, is credited to profit and loss
accoum in propostion o the funds invested. The great majority
of such leases relates to finance leases since substantially all the
risks and rewards attaching to the assees Yeased are transferred
to the lessee,

Where feasing contracts are covered by major recourse or other
similar agreements, income is released 1o matneain the book
amount of the assat at a value consistent with the contrmerual
arrangements,

[ Depreciation of premises and equipment

The directors consider that, except for certain specialised
properties, residual values of frechold and long leasehold
Luildings {3 years and over unexpired) are such that a pil rate
of depreciation should be cueremtly applicd. Specialised
properiies are depreciated on an individual basis having regard
to theiranticipated useful lives, Other leasehold land and
buildings are written off oo the stetight-line basis over ten years,
or the period of the fease whicheveris the shorter, Obsolescence
of buildings is charged to profit ns it arises. Furnituee, fitings
and equipment are depreciated on the straight-ine basis over
thoeir estintated useful lives at razes ranging from 5% to 50%
peranmntim,

() Dealing assets

Where sssuts are acquired with the intention of reselling them m

the shore term at a profit, they are stated i the balance sheetat
wtarket value, come from dealing assets arises in two ways,
fnrerest income and deaiing income, and is analysed between
*interest receivable’ and *other operating incomet

{h} Fixed interest investments

WWhere fixed interest invesunents with Tixed redemption dates
have been purchased for the long term at a preminm or
discounty, these premivms and discounts are amortised through
the profit and loss account over the period from date of
purchase to date of maturity, I the date of maturdty is ar the
barrower's option within a specified mnge of years, the maturity
date which gives the more conservative result is adopred. These
investments are included in the balance sheet ar amortised cost.
Profits and losses on the realisation of these investments are
dualt with in the profit and loss account as they arise,

{i) Retirement benefirs

Annual contributions are made to UK pension schemes on the
advice of actuaries for funding of retirement benefits in order 1o
build up reserves for each fulltime employee during the
employec’s working life to pay to the employee ordependant a
pension after retirement, The costs of providing these benefirs
are chazged to the profit and loss account on a regular basis,
Qverseas subsidiaries make provisions for pensions in
accordance with local law and praciice.

(i) Embedded value

Changus in the value placed on long-term assurance business in
force (known as the ‘embedded value'), which are determined
on a post-tax basis, are included in the profit and loss account.
The embedded value is determined in consultation with
independent actuaries, using a discount rate of 15%) per annun,
For the purpose of presentation, the change in this value is
grossed up at the underlying rates of axation.

[ny previous years, no recogniton of embedded value was imade
in the acconnts, There is no materal effect on reported resules of
prior periods as a result of the introduction of this accounting
policy.

(k) Deferred taxation

Deferred taxation is caleulated, using the fiability methad, on all
timing differences 10 the extent that they are likely 1o crystallise
in the future.

{1} Currency translation

Assets and liabilities of UK resident companies maintained

in foreign currencies, including investmenes in associared
compames amd rade invesuments financed by loans in foreign
currencies and commitments for future purchases orsales,ane
translated into sterling at the exchange rates ruling at the
halance sheet dates of those companies and any difference is
taken to profit and loss account.

On consolulation, the av « unts of overseas subsidiardes and
associated companies are transtated inta stetling at the
exchange mtes ruling at their balance sheet dates and the
consequential adjustments w the opening balances are dealt
with through reserves.

{m) Premium on acquisition of shares in associated and
subsidiary companies

Premiums on acquisition of shares in associated and subsidiary
companies are written off 1o reseeves in the year of acquesition,
{n) Tnvestmants in associated and subsidiacy companics
Midland Bank phe's investments in associated and subsidiney
companies are stated at {ts share of theirnet tangible assets.

SR R s
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Midland Group

MIDLAND GROUP
ANALYSIS OF INTEREST RECEIVABLE,
INTEREST PAYABLE, DTHER OPERATING INCOME
AND OPERATING EXPENSES
Year ended 31 December 1989

1989 1988
INTEREST RECEIVABLE. ........... B D
Short-term funcds 1,137 690
Dealing assets 291 195
British Government securities {listed) 30 61
Other investnents —listed 49 a3
unlisted 79 57
128 90
Advances to customers 5,069 3,486
Placings with banks {over 30 days) G632 407
Finance leases and instalment finance 457 326
7,744 5,255
INTERESTPAYABLE.......consmcnuns s
Deposits 5,627 3,340
Perpetual subordinated loan capital, term subordinated {oan
tapital and long-term borrowings wholly repayable
—within five years 29 25
other 238 169
5,894 3,53‘_1-
OTHER OPERATING INCOME .onrummimmsmmmssnines T
Service charges, fees and other banking income 1,037 853
Foreign exchange carnings 134 120
Travel income 147 144
Income from trade investments 1 1
Profit/(loss) on sale of investiments ~fixed interest 1 (10)
other 9 22
10 12
Profit on disposal of fixed assets 3 7
1,332 1,137
OPERATING EXPENSES...ccoconnr pessesssmenes b s "
Staff
Salaries and other staff costs 1,190 1,067
Pension costs 122 115
1,312 1,182
Premises and equipment
Depreciation and amortisation 123 101
Hire of computters and other equipment 14 12
Rents payable 83 74
Other 253 204
473 K351
Other* 518 451
2,303 2,024

*inchreliog audit fees of £3,7m (1988 £3.3m)




MIDLAND GROUP
CONSOLIDATED PROFIT AND LOSS ATCOUNT

Year ended 31 December 1989

1989 1988
......................... Nows Y. .
Interest receivable 7,744 5,255
Interest payable 5,894 3,534
Net interest income 1,850 1,721
Other operating income 1,332 1,137
Operating income 3,182 2,858
Operating expenses 2,503 2,024
Trading profit before charge for bad and doubtful debts 879 834
Charge for bad and doubtful debts 307 201
Trding profit 572 633
Share of profits of associated companies 4 44 60
Profit before exceptional charges 616 693
Exceptional charges 5 {877) -
{Loss)/profit before taxation (261) 693
Taxation 6 (57) 273
(Loss)/profit after taxation {204) 420
Minority interests (15) (8)
(Loss)/profit attributable to members of Midland Bank ple 219) 412
Dividends 7 140 126
{Deficit)/retained profit {359) 286
{Loss)/earnings per share 8 (28.3)p 33.6p*

Movements in reserves are set out in note 26,
*adjusted for 1989 capitalisation issue

Midland Group
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MIDLAND GROUP
CONSOLIATED BALANCE SHEET

Midland Grotip

31 December 1989
1989 1988
ALSSETS .o corsmscosmssmsssssssssssssossmsssss b ssesssssssomns OIS e e A fm
Liquit assets 9 8,862 7,619
Items in course of collection 1,011 761
Certificates of deposit 539 852
Dealing assets 10 2,247 2,700
Investments 11 1,628 1,381
Debtors 12 999 806
Advances and other accounts 13 45,530 40,273
60,816 54,412
Trade investments 14 25 24
Investments in associated companics 15 190 171
Premises and equipment 17 1,448 1,122
62,479 55,729
LIABILITIES AND SHAREHOLDERS FUNDS ...ooovreusmmmusremsesssssisssssisssammammmassisssssspissassssnisansssnsssss
Current, deposit and other customer aceounts 18 54,680 47,983
Other liabilities 19 2,177 2,132
56,857 50,115
Deferred taxation 20 36 198
Long-term borrowings 21 553 378
Term subordinated loan capital 22 1,183 970
Perpetual subordinated loan capital 23 997 888
Minority interests 166 141
Sharcholders’ funds
Share capital 24 779 550
Share premium 25 1,060 1042
Reserves 26 846 1,447

Kit McMahon, chairman and group chief executive
B L Goldthorpe, deputy group chief executive
Richard Delbridge, director, Group Finance

J R Skac, sccretary

22 February 1990




vy * ~".vvm-‘ ‘.},'A .
w? Ry S d i
Mankiiivh.

MIDLAND BANK PLC
BALANCE SHEET
31 Necember 1989

1989

Liquid assets 5,669
Items in course of collection D55
Certificates of deposit 394
Dealing assets 243
Investments 498
Debtors 254
Deferred taxation 295
Advances and other acconnts 34,926
Balances due by subsidiaries 2,325

45,559
Trade investments 2
Investments in associated companies 165
Investments in subsidiary companies 1,725
Premises and equipment i 1,052

LIABILITIES AND SHAREHOLDERS' FUNDS............

Current, deposit and other customer accounts
Other liabilities
Balances due to subsidiaries

Term subordinated loan capital
Perpetual subordinated loan capital

Sharcholders’ funds

Share capital 550
Share premium 1,642
Rescrves 1,447

3,039
42,400

Kit McMalion, chairman and group chief executive
B L Goldtharpe, deputy group chief executive
Richard Delbridge, director, Group Finance

J R Skae, secretary

22 February 1990
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MIDLAND GROQUYP
STATEMENT OF SQURCE AND APPLICATION OF FUNDS
Year ended 31 December 1989

Midland Group

19689 1988
SOURCE OF FUNDS corvmsessesns s I L
(Loss)/profit autributable to members of Midland Baok plc {21Y) 412
ADJUSTMENTS FOR ITFMS NOT INVOLVING THE MOVEMENT OF FUNDS
Depreciation of premises and equipment 123 101
Defersed taxation (162) 127
Minority interests 25 42
Amount retained by associated companies {20 (31)
Qtl\er items o (18 e w(_:Sr)
Funds generated from operations {271) 646
FUNDS FROM OTHER SOURCES
Disposal of trade investments and associated companies 18 4
Disposal of premises and equipment 28 25
Increase in share and loan capital . 526 125
301 800
ADPPLICATION OF FUNDS woviionessinessseesiesesssessesisrsssssesssssstsua. ssssmmassssasssesasesess 15531 4543415888 st asasisssssisssss s soesssess nssess
Dividends paid 130 115
Purchase of trade investments and associated ecompanies 23 41
Purchase of goodwill on acquisition of subsidiaries 22 a5
Purchase of premises and equipment 454 204
629 395
Wortking, capital {328) 405
301 300
W ORKING CAPITAL woovvvveesssesssnsissersestssssssssens sasessssssstsasss sessssssseessssosisssssessssasssessssssssssessssessssssssnsstsaseessssassssisnes
Advances and other customer accounts 5,257 5918
Liquid assets 1,243 1,303
Debtors and other assets (96) {286)
Current and deposit accounts and other liabilities excluding dividends {(6,732) {6,530}
(328) 405
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MIDLAND GROUP
NOTES ON THE ACCQUNTS

1 Tumover

The twrnover of the Group as a whole is not shown as it
results mainly from the business of banking, Non-banking
turnover consists of commissions on travel armangements
and sales in respect of tour aperations amounting to
£370m {1988 £385m). Aggregate leasing rentals were
£822m (1988 £644m) the majority of which related to
finance leases. Aggregate hire purchase instalinents were
£367m (1988 £392m),

Retirenient benefits
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CTTYTTTITY

The Midland Bank Pension Scheme, the assets of which
are held in a separate trust fund, is the principal pension
scheme within the Group covering 824 of the Group's
UK employees, The Midland Bank Pension Scheme is a
funded ‘defined benefit scheme?

Actuarial valuations of the assets and liabilities of the
scheme are carried out triennially by external professional
actuaries to determine the financial position of the
scheme and to enable the bank to determine the level of
contributions to be made to the scheme.

The latest valuation was made as at 31 December 1987 ar
which dare the market value of the scheme assets was
£1,784m. This valuation was prepared on the attained
age method and showed that the level of funding at that
date was 95%, significantly higher than at 31 December
1984, the date of the last actuarial valuation, The actuaries
recommended future contributions of 20% of
pensionable salary {1984 27%) of which 1.4% (984 7.7%)
represents the amount expected to be necessary to
achicve a funding level of 100% by 31 December 2006,
Participating companivs agreed to make these
contributions from 1 January 1988,

The main financial assumprions used in the latest
valuation, which, except for small increases of 1% per
anntun in the cffective allowances made for cquity

b N L T RN DA OB E A A RPN 1 Rl s am s ki s by A AE AR AL B R Ak nhr
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dividend and post retirement pension increases, are
consistent with those used in the previous valuation,
weze

Percentage per annum

Long-term investment return 9
Generai salary increases 7
Equity dividend increases 4.5
Post retirement pension increases 4

‘The actvaries also confirmed that, on the basis of \he
actuarial assumptions and methods used, the scheme’s
assets at.31 December 1987 fully covered its liabilities
based on then current salary levels and service to the
valuatiun date,

A pension scheme for certain part-time staff of the bank
was introduced on 1 January 1989 and as at 31 December
1989 covered 3% of the Group's UK employees. The
scheme is a ‘defined benefit scheme® and is similarly
funded and constituted as the principal pension scheme.

The pension schemes of The Thomas Cook Group and
the Samuel Montagu Group, which cover 9% of the
Group's UK employees, are similarly constituted and are
fully funded.

IR R A AT A TE et
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3 Emoluments

MIDLAND GROUP
NOTES ON THE ACCOUNTS

contimued

The aggregare emaluments of the directors of the bank
amounted te £3,168,000 (1988 £3,253,000) and
consisted of fees £137,000 (1988 £172,000} atil other
emoluments £3,03 1,000 (1988 £3,081,000} In addition,
pensions in respect of past services of £146,000 (1988
£228,000) were pail.

In addition, a stm of £280,000 was paid by Midland

Bauk ple in respect of the termination of the effice of an
executive director, and a sum of £118,000 was paid as a
contribution on his behalf to the bank pension scheme.

The chairman’s emoluments toralted £329,616 {1988
£163,554),
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The emoluments of the highest paid divector amonnted
to L725,844 (1988 £640,827),

Three directors have waived the fees aceruing to them for
thair services in 1989 and future years. 1989 fees waived
totalled £35,477 (1988 four directors, toral £30,254).

The rables belew show the number of directors and
employees of Midiand Bank ple (other than employees
who discharged their duties wholly or mainly outside the
UK, the chairman and the highes: paid director), whose
emoluments receivable from the bank and, in the case of
directors only, its subsidiaries, fell within the bands stated.

Directors £ 1989 1988  Ewmgployees £ 1989 Aoss
1- 5,000 2 3 0,000~ 35,000 892 742
5,001- 19,000 - 2 35,001- 40,000 684 508
10,001~ 15,000 2 4 40,001- 45,000 374 289
13,001- 20,000 4 1 45,001- 50,000 252 145
20,001- 25,000 1 - 50,001~ 55,000 138 72
30,001~ 35,000 - ! 55,001- 60,000 52 59
43,001- 50,000 2 2 50,001 65,000 55 0
95,001-100,000 1 ! 65,001 70,000 40 10
115,601-120,000 1 - 70,001- 75,000 29 9
125,001-130,000 1 1 75,001- 80,000 12 5
140,001-145,000 - 1 80,001- 85,000 8 5
175,001-180,000 - ! 85,001- 90,000 5 2
185,001-190,000 2 - 90,001- 95,000 4 4
215,001-220,000 -~ l 95,001-100,600 5 p]
240,001-245,000 1 = 109,001-105,000 3 -
445,001-450,000 1 ~  105,001-110,000 2 -
505,001-510,000 - L 110,001-115,000 4 -~
570,001-575,000 - b 115,001-120,000 1 1
{20,001-125,000 1 !

125,001-130,000 1 -

135,001-140,000 2 -

140,001-145,000 1 ~-

210,001-215,000 - 1

230,001-235,000 1 -

Associated companies
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Dividends recetvable during 1989 from associated companies, substantially
all of which are unlisted, amounted 1o £6m {1988 L),




MIDLAND GROUP
NOTEs ON THg ACCOUNTS

continued
" 989 1988
5 Exc:rptman charge; m £
Exceptional Provision,; 2Binst Jr, vy W borrowers in Countries
sdentificd as h:wiug aceual o Potential paym e difficulzipg 846 -
Exeeprional Provisions iy respect of utstanding Jocy Athoriry interest pre
trcts -
~Lontmets ,“_,.a_-w__-m.__.%_ﬂﬁ,w,n._.._.__ 2] .

Rl — ———— ey e i

&

]axatmn
...,.....................................-...........-...........................................-.......... ..........,....,.....m.-..m.............-............................-.......

The (‘cn:dn,l/chnrgu for taxation i made
United Kingdom COrpotation gy
Currene at35% (1983 35%)

up as follows

{1} 211
Deforre {143) {$)
Transfer to tay crediy equalisation 4 4
Notional 1ay charge oy X credliy EqQualisation relvase 9 —
{136) 214
Less relicfin °Ct Of overse; tixaio 3 19
©58 reliof in respect o Oversens taxaay LS
(139) 195
Oversong faXation
Curreng 34 58
Deforeed

10 (3)
—~____:-—-b______-~___,-—____§.~__-——~_____—--—-____ﬁ___

75) 250
Associared Companjes 18

The crediy in respegt of taxation of £57, fn 1984 showny

Relief has psogy, anticipated fop the fosseg
above COMPLISes  crpely for taxation Purposes of £295),,

rising from the
exceptiong) charges o the ASSUMPLion thye the Inlangd

ateibitable ¢q e exception| charges, feg A charge of Revenue iy BIUM such relinf 4t thar futyre taxable
£228min respect of the ppof, before eXceptiona] Profivs will fy sulicient o enable such rotiof to he
chazges, realised, T diteetors ure of the opinion that there gpe
o foreseeaple events which imake these ASSUmptiong
tnreasonable,
1989 1988
.. pence per Pence pppe 1989 1988
Dividundy hare L

Firse intecim
Second iy teritn

.___,“_.._R.w.‘._._m.___ﬂ__.mﬁ_m__hm__l_"y

*adjusted fior 1989 epitalisation L

f {Loss}/caml‘ngs pPershage

T,

('Loss,ifc.:rnings bershare haye been calenlated on the logs
. attriburtable 1o members pf Midland Bang rleofsz)opy,
""-.; {1988 prage Metriburtably £q 12m) refated e the weighpy
= average of 774 shares { 1288 7681, shares, Mdinsted fo
the capitalisatinn Issue iy 1989 it issye during the year,

T,

Midland ¢ U
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MIDLAND GROUP
NOTES ON THE ACCOUNTS

coutinued
e ITOUD ... Midland Baok ple
1989 1988 1989 1988
9 Liquid assets . £m fn fm
Coin, bank notes, balances with central banks and gold 919 761 586 470
Money at call and short notice 7453 6,745 4,694 46043
Bills discounted 490 113 389 95
8,862 7619 5,669 4,608
Coin, bank notes, balances with central banks and gold
includes gold bullion, amounting to £225m (1988
£187ma) at current marker value,
Group Midland Bank ple
1989 1988 1989 1988
10 Dcnlipg TS80IS mresssoesessomeeeeeemet e oo e oo .Crp A . £m o km
3, Buflion other than gold 149 160 1 -
ﬁ Bills 367 280 130 135
Cerrificates of depusit 199 210 3 3
Investinents
Listed—
Seeurities of, or guaranteed
by, the British Government 247 449 22 61
Others listed in Great Britain 158 157 27 69
Others listed elsewhere 1,008 921 7 31
1,413 1,527 56 161
Unlisted ~
United Seates authorities and agencies 14 20 - -
Other 72 440 53 97
86 460 53 97
1,499 1,987 toy 258
Propertics 33 63 - -
2,247 2,700 243 424
Listed! Investments are valued at middle market prices
and unfisted investments at directors! valuation,

46 Midland Geoup
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MIDLAND GROUP
NOTES ON THE ACCOUNTS

continued
1989 1989 1988 1988
Investments £m £m Lm im
Book Book
amount Viluation amotnt Va[uaixgw:t
Group
Listed —
Securitics of, or guaranteed by, the
British Government 317 300 338 326
Orthers listed in Great Britain 105 133 153 162
Others listed elsewhere 557 555 213 208
979 988 704 696
Unlisted ~
United States authorities and agencies 202 204 231 228
Other 447 477 446 453
1,628 1,669 1,381 1,377
Midland Bank ple
Listed —~
Securities of, or guaranteed by, the
British Government 307 291 306 293
Others listed in Great Britain 32 44 46 48
Others listecl elsewhere 122 122 125 125
461 457 477 466
Unlisted —
United States authorities and agencies 29 29 94 93
Other 8 8 3 3
498 494 574 562

Where fixed interest investments with a fixed
redemption date are hield for the long term, they are
stated at amortised cost amounting to £1,412m (1988
£1,234m) for the Group and £ +3%9m {1988 £572m)
for Midland Bank plc.

Debtars

All other investments are stated at cost less provision.
Listed investroents are valued at middle market prices
and unlisted investments at directors’ valuation.

O L T T T T S P TRy A T e LTI TE T

Sundry debtors include securitics trading assets arising in
the market-making subsidiaries; related liabilities are
inclided under* Cther liabilities’—sce note 19,

-----------

Midland Group
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MIDLAND GROQUP
NOTES ON THE ACCOUNTS

continued
. . . 1989 1989 1988 1988
15 Investments in associated companies o dm fm {m £m
Book Rook
Share vf net tangible assets amount Valuation amount Valuation
Group
Listed elsewhere than in Great Britain 4 5 7 7
Unlisted —Equity 157 200 141 180
Other 29 23 23 23
190 228 171 210
Midland Bank plc
Unlisted —Equity 136 164 124 148
Other 29 23 23 23
165 187 147 171
Listed investments are valued at middle market prices
and unlisted investments at dircerors valuation,
The priticipal associated companies at 31 December 989 were as follows
Country of Direct
incorpnration Agcounts interest of
and operation madeupto  Mudland Bank plc
3i Group ple Great Britain 3091989
Issued share capital £232m 18%
Signet Limited Great Britain 31.10.1989
{formesly The Joint Credit Card Company Limited)
Issued share capital £400 30%
Loan capital £76.2m 30%
UBAF Bank Limited Great Britain 30.12,1989
USSshare capital $93m 25%
Sterling share capital £46m of which £15m 67% prid up 25%
Subordinated unsecnred loan stock US$28.7m 25%
Subordinared loan stock £10m 12.5%

*interim accounts

Aiidland Group




MIDLAND GROUP

NOTES ON THE ACCOUNTS

continued
. ‘e . 1959 1988
16 Investments in subsidiary companies im £m
Midland Bank pte
Shazes in subsidiaries at bank’s share
of net tangible assets 990 843
Loans o subsidiaries 735 615
1,725 1,458
The principal subsidiaries ar 31 December 1989, il of whose
accounts were made up to 31 December 1989, were as follows
Coungey of Equity interest of
incorporation Midland Bank ple
and operation Direct Indirect
Euromobiliare SpAt® Tealy 45% 3%
Forward Trust Limited Great Britain 100%
Griffin Factors Limited Grear Britain 100%-
Midland Bank SA° France 720
Midland Bank Trust Company Limited Great Britain 100%
Samucel Montagu & Co, Limited Great Britain 100%
The Thomas Cook Group Limited Great Britain 100%
Trinkaus & Burkhardt KGaA°# West Germany 71%

All the above subsidiaries are engaged in rhe business of
banking and financial services with the exception of The
Themas Cook Group Limited which is engaged in the
business of world travel, tour operations, farcign
exchange dealings and the issue of wravellers cheques.

1 the bank also holds an option 10 purchise
approximately 6% of the ordinary shares and has an
agreement with Euromobiliare manegement and
management companies iegding the exercise ot
director and shareholder votes in the company

° minority shaceholding listed

# limited partnership

Midland Group
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MIDLAND GROUY
NOTES ON THE ACCOUNTS

Midland Group

continued
17 Premises and cquipment £n £m £m ) fm Lm
Leaschold land
and buildings
Frechold “-_S.U_;Gr; T T T nder Furmiture,
land and and over 50 years fittings and
o e o S buildings waeweied o weewpired  equipment __ Toul
Group
Cost or valuation
At 1January 1989 662 63 159 619 1,503
Currency translation
adjustments 11 - 1 11 23
Reclassifications (3) 5 - (2) -
Additions 167 61 27 199 454
Disposals ‘ (3) - {6) (56) o (65)
At 3 December 1989 8§34 129 181 771 1,915
Accumulated depreciation (10} {n (76} (380} {467)
Net book amount
At 31 December 1989 824 128 105 391 1,448
At 31 December 1988 654 63 96 309 1,122
Midland Bank plc
Cost or valuation
Az l)anuary 1989 546 vl 124 452 1,185
Reclassifications (3) 5 (2) - -
M dditions 26 60 20 147 253
D, wals (2) - {5) (38) (45)
At 31 December 1989 567 128 137 561 1,393
Accumulared depreciation (6) _ (1) {(62) (272) (341)
Net book amount i
At 31 December 1989 561 127 75 289 1,052
At 31 Decomber 1988 541 63 71 px3l 206
Midland
G li:mlk
roup ple
£m £m
Cost or valuation of premises and equipment at 31 December 1982 comprises
Land and buildings
at valuation 1988 661 603
at cost i 483 2?.9
1,144 832
Furniture, fittings and equipment, at cost . ‘ ) 771 561
1,915 1,393

The depreciable amounts for leaseholds under 50 years
unexpired for the Group and for Midland Bank ple were
L181m (1988 £159m} and £137m (1988 £124m)
respectively.

The net book amount for furniture, fittings and
cquipment includes assets held under finance leases of
£51m (1988 £42m) and £51m (1988 £39m) for the
Group and Midland Bank ple respectively on whichthe
depreciation charges are £14m {1988 £18m) and £13m
{1988 £16m) respectu cly,




MIDLAND GRQUY
NOTES ON THE ACCQUNTS
continued
‘ N Group » 4M|’dl.111\| Hank ple
1989 1988 T80T T 1988
18 Current, deposit and other customer accounts £m £m fm {m
Sterling, i
Current and demand accounts 18,251 15,608 16,987 14,411 »
Deposit and savings accounts 4,639 2,259 3,265 2,231 -
Money market and other time deposits 10,425 11,584 7,742 7,863 i
Accrued Inerest 376 298 296 244 K
Items in transit and other customer accounts 366 542 244 427 '\
34,057 30,291 28,534 25,176
Currency B
Current and denand accounts 5,893 4916 2,069 1,794
Deposit and savings accounts 2,748 1,444 1,614 936
Money market and other time deposits 10,776 10,365 7,639 7,007 o
Accrued inrerest 325 296 205 201 N
i3]
Items in transit and other customer nccounts 881 671 234 178 s
20,623 17,692 11,763 10,116 I
54,680 47,983 40,295 35,292 P
Included in the Group figures above are secured bank :'
overdrafts of subsidiaries amounting to £25m (1988 £12m).
Group Midland Bank ple o
. 1989 1988 1989 193
19 Other lia_l.).ihtllt_:.s__m —— hm _km £m £m R
Taxation 215 205 126 107 7
Creditors and securities wrading liabilitics 1,878 1,853 340 384 P
Dividend 84 74 84 7_4
2,177 2,132 550 565
Sccurities trading liabilities arise in the market-making "
subsidiacies and reflect the level of activity in the X
securities markets, The relared asscts are included under J B
‘Debrors’—see note 12.
Obligations under finance leases included within ‘creditors
and securities traddirg liabilities’ were as follows
Group Midland Bank ple
1989 198% 1989 1988
. £m Lo . Em £n§
Payable within { year 34 40 24 19
1-§ years 63 70 39 38
over s years ) . 1 3 - -
o8 £13 63 57
Less: future finance charges L3 do o 10
85 L3 53 !
Midland Group
i l*“ o ) ':' ,\‘ ! ! \‘ . N * .lh‘ " o LY ! ) " \ .\
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MIDLAND GROUP
NOTES ON THE ACCQUNTS

continued
1989 1988
20 Deferred taxation Im fm
Potential Balance Porential Balance
deferred at3l deferred ar 3t
o ) 7 ok December x D"’f‘-‘{‘ﬂ“‘"
Group
Short-term timing differences 18 18 {9 9)
Aceelerated capital allowances 16 16 23 23
Leasing transactions 360 271 342 253
Premises revaluation 42 2 42 2
Tax logses arising from exceptional charges (174) (174) - -
Other jtems 35 n 21 18
Advance corporation tax recoverable (128) {128) (89) (89
169 36 330 198
Midland Bank plc
Shore-term timing differences (4 {4) (19) (19)
Accelerated capital allowances 7 7 17 17
Premises revaluation 33 - 33 -
Tax losses arising from exceptional charges (174) {174) - -~
Otheritems 4 4 4 4
Advance corporation tax recoverble (128) {128) (89) (89)
{262) {295) {54) (87)

1988
£m

LITTTYTE PP

) 1989
Sonroungs fm
Subsidiarics
5% Debenture 1987/92 DM 9m 3
Borrowings at fixed and varizblz rates between 8.3% and

15.9% repayable 1990/98* FrFrs 1,911m 71988 FrFes 1,998m) 205
3% Bonds repayable 1991/92 Swhrs 26.n 8
6% Bonds repayable 1993 DM 75m 28
5% Bonds eepayable 1993 DM 75 28
4% Guaranteced Note 1986/93 Ecu 15.5m 1
10% Bonds repayable 1986/93 Lire 13.9bn 7
Mulcicurrency loan facility 1993 USS25mi# 15
6% Bonds repayable 1996 DM i00m 37
13%" Note repayable 1997 25
Guaranteed Floating Rate Notes 1997 Frrs 900mit 97
Floating Rate Note 1999 SKr 200m# 20
Guarantced Floating Hate Unsecured Loan Notes 1999# 35
£52.5m 6%4% deep discount first mortgage boneds 20061 36
Repayable within 1 year 5
1-2 years 33
2-5 years 249

over § years

#repayable by instalments

# the interest rates on floating rate borrowings ace related
to local market rates and these range from 6.125% 1o
15.125% at 31 December [989

T secured on one of the Group's frechold propertics

Midland Group
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MIDLAND GROUP
NOTES ON THE ACCOUNTS

continued

22 Tenn sublprdinated loan cagjml 19£8n5: 1?‘5
Midland Bank ple
7Y% Subordinated Unsecured Loan Stock 1983/93 M 5
10%% Subordinated Unsecured Loan Stock 1993/98 31 31
Subordinated Floating Rate Notes 2001 250 250
14% Subordinated Unsecured Loan Stock 2002/07 100 100
386 386
Subsidiarics
8%9% Guaranteed Bonds 1992 - 21
11%% Guaranteed Bonds 1992 US$150m 93 83
Guaranteed Floating Rate Notes 1992 US§150m 93 83
6%% Guaranteed Bonds 1986/96 DM 200m 73 63
Guaranteed Floating Rate Notes 1986/98 DM 300m 110 94
7.55% Guaranteed Loan 1998 Yen 6.3bn 27 28
Guaranteed Floating Rate Notes 1999 US$200m 125 111
7.25% Guaranteed Loan 1999 Yen 3.1bn 13 -
7.41% Guaranteed Loan 1999 Yen 10.0bn 43 -
7%9 Dual Currency Guaranteed Bonds 1998 Yen 5.0bn 22 -
Guaranieed Floaring Rate Notes 1989/1999 DM 200m 73 -
6.99% Guaranteed Loan 1992 Yea 5.0bn 22 -
Guaranteed Floating Rate Unsecuced Loan Stock 2001 9 17
Guaranteed Floating Rate Sertes A to C
Unsecured Loan Stock 2001 1 1
12'4% Guaranteed Notes 2003 US$150m 93 83
797 584
1,183 970
Repayable within 1 year - 4
1 -2 years - 4
25 yeats 192 184
over 5 years 991 778
1,183 570

Term subordinated loan capiral is repry abile atpar at
waturity but some is repayable ptior to maturity at the
option of the borrower, in certain cases at & premium
overpar.

The intcrest rates on the floating sate term subordinated
loan capital are related to refevant London Interbank
Offered Rates,

Midland Group
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MIDLAND GROUP
NQTES ON THE ACCOUNTS

continued

Perpetual subordinated loan capital

Midland Bank plc
Undated Floating Rate Primary Capital iNotes US$750m
Undated Floating Rate Primary Capital Notes US$500m
Undated Floating Rate Pritmary Capital

Notes {Serics 3) US$300m

Subsidiaries
Convertibic Undated Floating Rate
Subordinated Notes FrFrs 300m

1989 1988

£m im

467 417

31t 278

.. -/ 166
965 861

————— 2 T

997 388

The Undarted Floating Rate Primary Capital Notes have
characteristics which rendler them similar in certain
circumstances to preferred shares,

The interest rates on the Undated Floating Rate Primary
Capital Notes are related 10 London Interbank Offered
Rates. The annual interest rate on the Convertible
Undased Floating Rate Subordinated Notes is related

Share capital

L P N T N T T T L

to the average monthly bond rates for new issties in ihe
Paris market.

The right to converr the Convertible Undated Floaring
Rate Subordinated Notes may be exercised at any time
from 1 January 1990 until 31 December 2005 on the basis
of 3.6 ordinary shares of Midland Bank SA cacly withi a
nominal value of Frfrs 100 for each FrFrs 1,000 note,

The movements in authorised and issued share capital were as follows

Non-cumulative Non-cumulative Non-cumulative
Preference Prefercnce Preference Ordinary
Shares Shares Shares Shares of Shares of
of £1 each of $100 each of $25 cach £l each £1 each Total

Authorised £m £m £fm £m £m Lm
At 1 January 1989 - - - 750 - 750
Created 27 April 150 148 - 250 - 548
Re-designated 27 April - - - {1,000 1,000 -
Re-denominated 2 October - (154 154 - - -
Created 2 October - - 154 - - 154
Curreney translation

adjustments - 6 3 . e 4
At 31 December 1989 150 - in - 1,000 1,461
Issued
Ac 1January 1989 - - - 350 - §50
Capitalisation issue - - - 220 - 220
Shares issued in lieu of cash
—1988 second interim dividend - - — 1 - 1
—1989 first interim dividend - - - - 2 2
Redesignared 27 April - - - (771) 771 -
Shares issued under employee profit

sharing and share option schemes ~— — - . S
At 31 December 1989 - - - - 779 779
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MIDLAND GROUP
NOTES ON THE ACCOUNTS

Share capital = continued
Ax the annual general meeting held on 27 April 1989 the

autharised share canital was increased by the creadion of
250,000,000 shares of £1 each.

At the exrrmordinary general meeting held on 27 April
1989 the authorised share capital was further increaseed by
the ercation of two new classes of preference shares:

{i) 150,000,000 non-cumulative preference shares of £1
cach.

{ii} 2,500,000 non-cumulative preference shares of
USS$1(0 each.

I T L L T T TP T P TP PO PR T Y PT TP PETT DPPTIT TN

continued

[LITTITPTTTeLl PP PRI R I T LI P PP IY P P TR Y L PRI IR TL T T

Asa result of the creatton of the prefirence shares, the
existing shares were re-designated vis ordinary shares,

At the extraordinary general mecting held on 2 Qctober
1989 the 2,500,000 non-cumulative preference shares

of US$100 each were sub-divided into 10,000,000
non-cumulative prefercnce shares of US$25 eachs and the
authorised share capital was increased by the creation ofa
further 10,000,000 non-cumulanye preference shares of
US$25 each,

1989 1988
Share premium _Em _&m
At 1 January 1,042 1,036
Shares issued under share option schemes 3 2
Shares issued in lieu of dividends 8 |
Shares issued under employee profit sharing
scheme 7 3
At 31 December 1,060 1,042
Rescrves - . £m £m £n
Midland Bank Midland
pic and Associnted Bank
subsidiaries companics Group ple
Ar 1 January 1989 1,375 72 1,447 1,447
Currency translation adjustments s (s} - -
(Deficit)/retained profit {379 20 (359) (72)
Capitalisation issue {220) - {220} {22Q)
Premium written off on acquisition
of subsidiary companies (22} - (22) -
Net decrease in net tangible assets of
subsidiary and associated companies - - - (309)
At 31 December 1989 739 87 846 8§46

Group reserves at 31 December 1989 include £236m in
respect of revaluation of frechold and long leasehold
properties, of which £192m relates te Midland Bank ple
In addition, the reserves of Midland Bank pleat

31 December 1989 include £226m in respect of pst-
acyuisition retained reserves of subsidiary and associated
companics,

My

Midland Group 57
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MIDLAND GROUP
NOTES ON THE ACCOUNTS

continued

Contingent labilities

There were the following contingent liabilities in respect of

Acceptances
Group
Midland Bank ple
Engagements
Group
Midland Bank ple

vt P L I L L L L T PP PR L LT PR PR I LT PP T s T T L L L AT TE LT I TT LTI e PITOTTCeT

1989 1988
Lm {m
1,002 1,092
935 968
6,627 5,686
5772 5,079

In addision there were outstanding financial contracts,
agreements and other financial instraments entered into
in the normal course of business. Midland Bank ple has
guaranteed the performance of certain subsidiaries in
respect of some of these items, and certain exposures to
anks by a subsidiary.

Provision has been made by exceptional charge in respect
of all owtstanding local authority interest rate contracts
following the judgement in the High Court that such
contracts are void. The judgement in the High Court
giving rise to this declaration is being vignrously contested.
There is a contingeut rigk in respect of those contracts
which have matured and have been settled, The directors
do not believe that any material liability arises in respect
of these latter contracts,

1989 1988
£m £m
Midtand Bank ple has guarameed
Term subordinared loan capital and long- and short-
term borrowings of certain subsidiaries 1,142 351
Lendings to customers by certain subsidiaries 689 471
. 1989 1958
Capital and other commitments & £in
Contracts for outstanding capital expenditure
not provided for in these accounts amounted to
Group 83 109
Midland Bank ple 43 78

In addition, the boare has authorised capital expenditure
amounting approximately to £35m {1988 £128m)

for the Group and [84m (1988 £111m) for

Midland Bank ple.
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MIDLAND GROUI'P
NOTES ON UHE SCCOUNTS

continued
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Annual conunitments under non-cancellable operaring leases were as kllows

1989 1988
Premises Equipment Premises Equipnew
e om0 dm om0
Group

Exprring within 1 year 1 2 1 1
1-5 years 10 Lyl 4 13
aver § years ] 68 - i -
79 29 72 14

Midland Bank ple
Expiring within I year - - - -
1-5 years 3 27 - 11
over § years 33 - 47 -
56 27 47 11

Profit sharing

..... LT T T T S RS,

There is a profit sharing scheme based upon the profits
of the Group. All employees of the bank who meet the
eligibility requireinents, including executive dircetors and
UK staff seconded 10 overseas operations, and most of
its subsidliary companies in the UK participate in this
scheme. Employees normatly have the option of taking
their entitlement by way of an allocation of the bank’s
shares {within cortain restrictions) orin cash,

the annual general meeting ro be held on 24 April 1990
are approved by the sharcholders. Ieis not possible at this
time to quantify the number of shares which will be
Issued in 1990 in respect of 1989 profit sharing,

When an etuployee elects to take up shares, the shares
allocated are held by trustees for a minimum period of
two years after which the shares may be transferred 1o the
beneficiary. although if the employee wishes to obtain full
Pravision has been made for 1989 prolit sharing on the tax stcdvant e these shares showld be held for five years.

brasis that proposals to be put before the shareholders at

Share options

T T T e LT P T T P e VP PP S T PRy L L P P T PP T ST T T}

Options owstanding to UK employ wes of the Group
under the Midland Bank ple savings-related and exeeutive
share option schemes were as follows

1989
Oprions Period e ,,__-W___I.,fc_e__,,._ e
22,280,628 1990/99 £1.6130/3.3310

1988
Optrons ) _ ) _I’crit‘l‘cllv L “,l,)ricf:, L )
13,981,271 1989/98 £1.4210/3.3310

*addjusted for 1989 capitalisation issue

Midland Group
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MINDLAND GROQUP
NOTES ON THE ACCOUNTS

continued

32 Directors’ and officers’ loans

..... ETTRIATrIY et Ty e wan

The aggregate amounts outstanding at 31 December
1989 from shose who were directors (including
connected persons) or officers of the bank during the
year,and the number of persons concerned, were as

follows
Aggregate
amount
outstanding Number of
. fm persons
Directors
Loans 1.0 9
Quasi-loans * 22
Credir transactions - -
Officers
Loans 0.3 3
Quasi-loans # 3
Credir transacrions - -
* appregaie amount outstanding was £8,195
# aggregate amount outstanding was £4,901
35 Dircctors' inferests, : s
The interests, all beneficial, of those who were directors at
31 December 1989, in the ordinary shares of the bank were
At 1 january 1989
(or date of appointment
At 31 December 1989 iflater)
] Shares Options Shares Options
Sir Kit McMahon 7,202 277,760 3,626 126,894
J A Brooks 36,780 172,243 11,370 114,021
Sir Kenneth Corfield 3,681 - 2,500 -
T JCunningham 13,182 - 9,140 -
R Delbridge 1,080 - 1,000 -
Sir Archibald Forster 2,945 - 2,000 -
B L Goidthorpe 12,437 152,354 7,140 119,357
Sir Alex Jarratt 5,073 - 3,624 -
H E Lockhart 1,689 148,588 1,182 $6,136
G E Loudon 150 34,999 102 -
G Miaitland Smith 1,400 - 1,000 -
Sir Colin Marshall - - - -
Sir Patrick Mcaney 938 - 638 -
[ O*Cathain 2,923 - 2,045 -
Sir Michael Palliser 901 - 613 -
Sir Eric Pountain 4,518 - 3,068 -
W Purves 1,044 - 746 -
P J Wrangham 7148 - 5,000 -
No director had any interests in the loan stocks of No changes in any of the above interests occurred
Midlane! Bank ple orin the share or loan capital hetween 31 December 1989 and 22 February 1990,

of its subsidiares.
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MIDLAND GROUP
FIVE YEAR SUMMARY

1989 1988 1987 1986 1985
£m £ AT . {m L
Profit before exceptional charges and taxation 616 693 51 434 35
Exceptional charges (877) - (1,016} - -
{Loss)profit before taxation {261} 693 {505 434 N
Taxation {credit)/charpe (57} 273 (58) 172 207
(Loss)/profit before exsraordinary items (219) 412 {456) 242 122
{Laoss)/profit attributable (219) 412 {393) 242 122
Shareholders’ funds 2,685 3,039 2,586 2,021 1,847
Minorivy mrerests 166 141 99 90 235
Perpetnal sudpordinated loan capital 997 388 §58 1,082 892
Term subordinated loan capital 1,183 970 945 1,094 998
Total capital resources 5,031 5,038 4,488 4,287 3,972
Current, deposit and
other customer accounts 54,680 47,983 41,679 46,082 52,461
Advances and other necounts 45,530 10,273 34,355 36,641 41,473
Total assets 62,479 55,729 48,450 53,169 58,074
Capital ratios =tier 1 capital to toral risk weighted assets 5.4% 6.5% - - -
total capital to total risk weighted assets 10.0% 11.8% - - -
rotal equity/total assets 4.6% 5.7% 5.5% 4.0% 3.6%
Return on average sharcholders’ funds
—({loss}/profit attributable {7.7)% 15.0%  {18.9)% 12.5% 6.8%
Return on average equity
—profit before exceptional charges and
taxation 20.7% 24,3% 23.6% 20.8% 16.4%
{lass)/profit before taxation (8.8)% 24.3%  (23.3)% 20.8% 16.4%
Average shares in issue {millions) a 774 768 511 435 433
Net assets pershare a 345p 395p 338p 418p 393p
Earnings per share a  (283)p S3.6p  (89.5)p 55.4p 28.1p
Dividends pershare a 18.0p 16.4p 14.4p 14.4p 13.6p
Dividend cover b - 3.3 - 39 2.1
Sharcholders ¢ 109379 106,361 106,387 104,494 110,331
Average base rate 13.9% 10.1% 9.7% 10.9% 12.2%

a 1985-1988 adjusted for 1989 capitalisation issuc and 1985 and 1986 {and first interim 1987) adjusted

for 1987 rights issue

b dividend cowris caleulated by dividing carnings per share by dividends per share

¢ numbet of sharchulders registered at year-end

Midland Group
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UK

Midlaind Group provides 4 compichensive
range of financial and rebued services in
England, Scotland and Wales through 4
network of regonal management centres,
corporate banling centres, arca offives .and
some 2,000 branches

Head Office

Midland Bank ple

Poultry, London EC2P 2BX
Telephone: 01-260 8000

UK Banking

Waling Court

47733 Cannon Street
London ECAM 38Q
Telephone: 01-260 3000

Firstdireer

Milishaw Park Lane
Leeds LS1LOLT
Telephotie: 0345 100100

Forward Trust Group Limited
145 Cicy Road

London ECIV LY
Telephone: 01-251 9090

Midland Montagu

10 Lower Thames Strect
London FECIR 6AE
Telephoune: 01-260 9933

Samuel Montagu & Co. Limited
10 Lower Thanies Street
London EC3R 6AE

Telephone: 01260 9000

Group Qperations
Midland Bank ple

Poultry, London EG2P 218X
Telephone: 01-260 8000

The Thomas Cook Group Limited

1"O Box 36, Thorpe Waood

Peterborough PE3 658

Telephone: 0733 63200

“Thomas Cook Group trivel and related
services are available fropy more than 1,200
offices in some 117 countries.

ASIA and AUSTRALASIA

AUSTI ALIA

Midlind Montagu Austealia Limiied

Dominguez Barry Samuel Montagn
Limiwed

Gresvenor Place

225 Gieorge Street

Svdiney, NSW 2000

Teicphone: 2 258, 2000
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Mulland Group

MIDLAND GROUP WORLDWIDE
PRINCIPAL ADDRESSES

Midland Montagu Australia Limited

Telephone: 3 018 1999

Drominguez Yorry Samirel Montagu
Limited

Telrphone: 3 618 1535

344 Colling Streer

Metbourme VIC 3000

CHINA

Midland Group Representative Office
Hih Floor

CITIC Building

19 Jianguomenwai Daje

Beijing

Telephone: 1500 4410

Ext 113071131

FIONG KONG

Mid{and Bank ple

Samwel Montagu & Co. Limited
350h Floor

Two Exchange Square

8 Connaught Flace

Hong Kong

Telephone: $44 2888

INDIA

Midland Bank Representative Olfice
152 Maker Chamber 1V

Ishth Floor

222 Naritman Point

Bombay 400 621

Telephone: 22 2024 973

JALPAN

Midland Bank ple

Telephone: 3 284 186t

Midland Montagu Securities Limited
Telephone: 3 218 3700

Samuel Montagu & Co. Limited
Telephone: 3 218 3800

A Building

1-3 Marmouchi 1-chome
Chivada-ka, Tokyo 100

KOREA (REMIBLIC OF)

Midland Group Representative Office
6th Floor, Kyobo Building

1 Chongro 1-Ka

Chongro-ku

Seoul

Telephone: 2734 6696

SINGAPORE

Meetland Growp Representative Office
A lver Quay 06-00
HonekegBank Building

Szapaze 0104

Telephoae: 225 24833

TAIWAN

Midland Group Represemative Office
1% Flooe

30 Chung King 5 Road

See. 1, Taipei

Telephone: 2 3618 333

LATIN AMFRICA

ARGENTINA

Midland Group Representative Office
25 de Mayo 140, Piso §

1002 Buenos Aires

Telephone: 1307192

BRAZIL

Midland Montago Administragio ¢
Participagies Limitada

Avenida Brigadeiro Faria Lima 2020

4 Andar Q1452

Sio Paulo

Telephone: 11 817 2811

CHILE

Midland Group Representative Office
Macelver 228, Piso 12

Santiago

Telephone: 2 392071

COLOMBIA

Representative Offtce for Midland
Bark and Midland Montagu in
Bogota

All eaguiries throngh Midlared Montage
HO Camen Stieet, London ECAN 6AA

MEXICO

Midland Group Represemative Office
Edificio Omicga

Campos Eliscos 345-12 liso

Cal. Polanco Chapultepee

11560 Mexico City DF

Telephone: § 596 8133

VENEZUELA

Midland Group Representative Office
Bdificio Cavendes, s 7

Oficinas 701706

Avenida Franciseo de Miranda

Los Palos Grandes

Caraeas 1060

Telephune: 2 285 0222




EUROPE

FINLAND

Midland Montagu Osakepankki
Eteliesplanadi 22A

PO Bex 212

00 130 Helsinki 13

Telephone: 0 60 1766

FRANCE

Midland Bank SA

Midland Bank ple

Midland International Trade Services
{France) SA

6 Rue Piccini, Bl 4416

F-75761 Paris, Cedex 16

Telephone: 14428 80 80

WEST GERMANY
Trinkaus & Burkhard: KGaA.
PO Box 1108

Kdnigsatlee 21423

D-4000 Diisseldort |
Telephone: 211831-1

GREECE

Midland Bank ptc
t 1a Sekeri Street
! GR-106 71 Athens
Telephone: 1 364 7410

Midland Bank ple

93 Akti Miaouli
GR-185 38 Pimeus
Telephone: 1413 6403

IRELAND

' Midland Bask plc
17 Dawson Street
Dublin 2
Eire
Telephone: (0001) 717518
ITALY
Euwromobiliare SpA
Via Tueati 3
1-20121 Milan

) Telephone: 2 62041

Midland Group Representative Office
Via Cola di Rienze 162

1-00192 Rome

Telephone: 6 687 4105

MIDLAND GROUPF WORLDWIDE
PRINCIPAL ADDRESSES

continued

JERSEY

Midland Bank Trust Corporation
(Jersey) Limited

PO Box 26, 28/34 Hil) Streer

St Helier, Jeisey

Telephone: 0534 37788

LUXEMBOURG

Trinkaus & Burkhardt
{International) SA

1-7 Rue Nina et Julien Lefevee

L2015 Luxembourg

Telephone: 2 471847-1

NETHERLANDS

Midland Bank plc
Telephone: 20 5632811
Samuel Montagu & Co, B.V.
Telephone: 20 966461

4/F Atlas Keatorecentrum
Hoogoorddreef 9

1101 BA Amsterdam ZO

NORWAY

Midiand Montagu A.5
Sundal Collice Montagu A.5
Vika Arrium
Munkedamsveien 45

0250 Oslo 2

Telephone: 2 83 1420

SPAIN

Midland Bank ple

Calle Jose Qrtega y Gasset
29-1° Edificio Beatriz
28006 Madrid
Telephone: 1 4310613

Midfand Bank ple

Avenida Diagonal 427-429
08036 Barcelona
Telephone: 3 431837203

SWEDEN

Midland Montagu Bank AB
Mentagu Fondkommision
Box 7615

BirgerJarlsgatan 10

5-103 94 S1ockholm
Telephone: 8 6145900

! T R prT

SWITZERL AND
Handelsfinanz Midiand Bank
3 bis, Place de la Fusterie
CH-1204 Geneva
Telephone: 22 28 5+' 14

Samuct Montagu (Suisse} SA
7 Place du Molard

CH-1204 Geneva
Telephone: 22 28 32 83

Guyerzeller Bank AG
12 Rue Charles-Galland
CH-1211 Geneva 12
Telephone: 22 47 3700

Guyerzeller Bank AG
Genferstmsse §
CH-8027 Zurich
Telephone: 12067111

Trinkaus & Burkhardt (Schweiz) AG
Florstmsse 7

Cl4-8034 Zurich

Telephone: 1386 6565

USSR

Midland Geoup Representative Office
Room 1305, 13th Floor

Entrance 3N

Krasnopresnienskaya Nab 12

Moscow 123610

Telephone: 095 253 2144

NORTH AMERICA.

USA

Midland Bank ple

Midland International Trade Services
{USA) Corporation

Samucl Montagu Inc

Telephone: 212 969 7000

Midland Montagu Securities Inc

Telephone: 212 369 7600

156 West 56th Strect

New York NY 10019
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Midland Bank ple

MIDLAND BANK PLC
NOTICE OF MEETING

Natice is hereby given that the 154th annual geperal
meeting of Midland Bank ple wil! be held at Merchant
Taylors' Hall, 30 Threadneedle Streer, London, EC2,
on Tuesday, 24 April 1990 at 1L.00 am for the
following purposes:—

ORDINARY BUSINESS

1 To receive the seport of the directors and audited
aceounts for the yearended 31 December 1989,
"To re-appoint the following directors:-

2 R Deibridge.

3 ) A Brooks,

4 Sir Archibald Forster,

5 G Maitland Smith.

6 Sir Eric Pountain,

7 To re-appoint Eenst & Young as auditors and to
authorise the directors 1o fix their remuneration,

SPECIAL BUSINESS
To consider and, if thought fir, to pass the
undermentioned resolutions:—

8 Qedinary Resolution {Scrip dividend)

That the directors of the bank be and are hereby
authorised to exerclse the powers conferred on them
by article 114A of the bank’s articles of association

in respect of any ordinary dividend 10 be deciared by
the directors before the annuat general meeting of the
bank in 1991, N

9 Ordinary Resolution (Directors” authority to allot
shares)

That the geneml authority conferred on the directots by
article 83 (1) of the articles of association of the bank

be renewed for a period of five years from the date of the
passing of this resolution and that for such period the
prescribed amount (as referred to in chat article) b
£221,331,112.

10 Special Resolution (Disapplication of pre-emption
rights}

That far the pusposes of article § of the articles of
association of the bank:~

(a) the power conferred by paragraph B {2} (a) of that
article {disapplication forsmall cash issues) be renewsd
and the special preseribed period {as refesred 1o in thay
anticle) be the period from the date of the passing of this
resolution to the conclusion of the annual general
meetiy;, in 1991, 0r 23 July 1991 if carlier {so that the
aggregate nominal awount of equity securities allotted
fne cash during such period shall not exceed 38,933,444).

1b) conditivnally upon the passing of resolution 9
comprised in this notice, the powsr conferred

by pacagroph B (2) {b) of that article (five year
disapplication for rights issues) be renewed.

11 Ordinary Resolution (Staff profit sharing)

That the directors be and are hereby authorised, subject
to such prior approvals of the Board of Inland Revenue as
the directors consider necessary, to deternsine the
amount which may be allocated to the trustees of the
Midland Bank Group 1979 Profit Sharing Share Scheme
and the Midland Bank Group 1979 Pt it Sharing Cash
Scheme in respeet of the scheme year 1989 by adding
back to the profit before taxation of the relevant
participating comparies an amount nio greater than the
exceptional provisions of £846 million in respect of loans
to countries identificd as having actual or potential
payment difficulties.

A member entitled to attend and vote at the meeting is
entitled to appoint oty or more proxies 1o attend and,
ona poll, to vote instead of him, A proxy nced not be a
mcmbcr.T}]ﬁ)mp]ction and return of the form of proxy
will not precludie 2 member fror attending the meeting

and vating in perkd ———
By orderofthe b \’f = Aultey, London
J R Skae, secretay 26 March 1930

1 Only holders of 6¥dinary shares arc eutitled ro atrend
or be represented at the meeting. A form of proxy is
enclosed with the annual report.

2 Copivs of directors”service contracts of more than one
year's duration or memoranda of the terms thereof wit
be available for inspeation at the registered office of
Midland Bank ple during usual business hours from the
date of this notice until the date of the meeting and at the
place of the meeting from 10.45 am on the day of the
meeting unsil the conclusion of the meeting,

3 No changes in any of the ditectors’ interests in the
shares of the bank as shown in note 33 on page 60 of the
accounts for 1989 occurred between 22 February 1990
and 1 March 1990,

Registrars: Ravenshourne Registration Services Lid
Boume Houvse, 34 Beckenham Road
Beckenham, Kent BR3 4TU
Tel: 01-650 4866




