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Important information

Santander cautions that this presentation contains forward looking statements within the meaning of the US Private 
Securities Litigation Reform Act of 1995. These forward looking statements are found in various places throughout this 
presentation and include, without limitation, statements concerning our future business development and economic 
performance. While these forward looking statements represent our judgment and future expectations concerning the 
development of our business, a number of risks, uncertainties and other important factors could cause actual developments 
and results to differ materially from our expectations. These factors include, but are not limited to: (1) general market, 
macro-economic, governmental and regulatory trends; (2) movements in local and international securities markets, currency 
exchange rates, and interest rates; (3) competitive pressures; (4) technological developments; and (5) changes in the 
financial position or credit worthiness of our customers, obligors and counterparties. The risk factors and other key factors 
that we have indicated in our past and future filings and reports, including those with the Securities and Exchange 
Commission of the United States of America, could adversely affect our business and financial performance.

Nothing contained in this presentation is intended to constitute an invitation or inducement to engage in investment activity 
for the purposes of the prohibition on financial promotion in the Financial Services and Markets Act 2000. In making this 
presentation available, Santander makes no recommendation to buy, sell or otherwise deal in shares in Santander or in any 
other securities or investments whatsoever and you should neither rely nor act upon, directly or indirectly, any of the 
information contained in this presentation in respect of any such investment activity.

Note: Statements as to historical performance, historical share price or financial accretion are not intended to mean that 
future performance, historical share price or future earnings (including earnings per share) for any period will necessarily 
match or exceed those of any prior year. 
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The role of the Corporate Center:

1- …to develop a business portfolio that can deliver high quality,
recurrent, across-the-cycle growth …

2- … making sure we have a portfolio focused on markets with high growth 
potential:

LatAm: high GDP growth x bancarisation potential: Why is this time 
different?

3- … making sure each unit outperforms in their own local market
LatAm: market share gains across the board

4- … providing strategic flexibility to adapt to their own life cycle
LatAm: entering the “falling risk; rising profitability” sweet spot

5- … and making sure the Group is worth more than the Sum of its Parts by 
developing intra-group synergies

Regional and local projects

Conclusions
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“Horizontal” quality: all units contributing to the 
growth
“Vertical” quality: growth is driven by the most 
recurrent (customer net interest income, fees / 
commissions) as opposed to “one-off” items

Risk / leverage standards are not being 
compromised in order to deliver bottom line 
growth

Bottom line growth is not being delivered at the 
expense of service quality; i.e., long term 
franchise quality is not being compromised in 
order to boost short term profits

The role of the Corporate Center
To develop a business portfolio that can deliver high quality, 

recurrent, across-the-cycle growth…

P&L quality

Balance sheet 
quality

Service / 
franchise 

quality
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1. P&L Quality: Good “vertical quality”: all P&L lines 
contributing to bottom line growth…

Group P&L- 9m 06 vs 9m 05

Double digit revenue 
growth…

… well balanced- no reliance 
on trading gains

Positive jaws: 10 pp. 

Operating growth feeds 
through: no “below the 
line” support

35%0% 5% 10% 15% 20% 25% 30%

Net interest income

Net commissions

Basic margin

Operating expenses

Operating profit

PBT

Net attributable
income

"Jaws": 
10 pp
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Continental Europe LatAm

Good “horizontal quality”…
All units are contributing to the growth

The Group is flying on all engines
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2. Balance sheet quality: We do not want to compromise 
future growth by relaxing credit standards…

We will not compromise balance sheet quality for some 
short term profit growth

Strong NPL coverage…
… in a highly collateralised portfolio

€ 5.5bn 
buffer

€ 5.5bn 
buffer
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3. Service Quality: Some banks feel the temptation to trade 
customer satisfaction (i.e., long term franchise value) for 
short-term profits 

+1%

+128

Costs New branches

33%

18%
12% 11%

Loans
micro Cos.

SMEs Demand
deposits

Mutual &
pension

funds

Our IT system is allowing us to 
increase customer-facing staff

while keeping a lid on costs…

… which is allowing us to deliver 
strong growth in customer volumes

… we are 
investing 
heavily in 

the 
business

We do not 
believe in 
“squeezing 
the 
lemon”…
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The role of the Corporate Center:
1- …to develop a business portfolio that can deliver high quality, recurrent, 

across-the-cycle growth …

2- … making sure we have a portfolio focused on markets with high 
growth potential:

LatAm: high GDP growth x bancarisation potential: Why is this 
time different?

3- …making sure each unit outperforms in their own local market
LatAm: market share gains across the board

4- …providing strategic flexibility to adapt to their own life cycle
LatAm: entering the “falling risk; rising profitability” sweet spot

5- … and making sure the Group is worth more than the Sum of its Parts by 
developing intra-group synergies

Regional and local projects

Conclusions
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We want to have a good balance between developed and 
developing markets in our business portfolio (BRIC+M)…

Out of these markets only Brasil and Mexico are really open
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Large parts of the population do not 
have banking relationships

Bancarisation levels (loans / GDP, 
deposits / GDP) below not only 
developed market levels, but also 
those of other emerging markets 
(Asia, Eastern Europe, South 
Africa)

Growth driven by: development of 
a middle class; development of a 
yield curve; better regulation

Supportive demographic trends
The potential has always been 

there- why is this time different?
Supportive external environment: 
e.g., commodity prices
Better external balances 
Better policies:
– Fiscal policies
– Monetary policies (orthodox 

interest rate policies, flexible 
exchange rates)

The LatAm “growth multiplier”:

1- Structural economic 
change

2- Underdeveloped 
banking systems

X
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Yes, surprisingly LatAm did not behave like an emerging 
market in the 90s … 

… emerging markets lost the 90s…

This trend has changed in 
the past 3 years….: 

Good GDP growth

Currency appreciation

Narrowing of country risk 
spreads

Strong credit growth to the 
private sector

GDP per capita growth (1995 - 2004)

+2,3%

+1,5%

0,0%

0,5%

1,0%

1,5%

2,0%

2,5%

EEUU Brasil
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Yes…it failed on the back of a policy - confidence vicious 
circle:

…made the region vulnerable to 
confidence ups & downs

Strong Reliance on foreign saving
–Current account deficit
– Fiscal deficit

Debt issuing
–Forex denominated
–Short term maturities
–Floating rates

Fixed exchange rates
–Rule out competitive adjustments
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…amid deteriorating prices of some of its key exports in 
the global value chain
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Why is this time different?

Independent central bank
Flexible exchange ratesBetter monetary policies…

… allow flexible exchange rates

Brazil- inflation rate
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Why is this time different?  

Improved external balances (domestic saving)…

20032003--20062006
37 Bill US $37 Bill US $

19801980--20042004
5 bill US $5 bill US $

-25

0

25

50

1980 1985 1990 1995 2000 2005

Change in international reserves…

… reduce its external vulnerability
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Why is this time different?  

Better fiscal policies…

Brazil- primary fiscal balance

0

100

200

300

400

1980 1985 1990 1995 2000 2005

External Debt 

20032003--20062006
129 % X bys129 % X bys

19801980--20042004
279% X bys279% X bys

… reduce its external vulnerability
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improvement and commodity prices leads to the development of 
local capital markets

Reliance on domestic saving
– ..out of necessity the region 

enjoys…
Current account surplus
Primary Fiscal surplus

Floating exchange rates
– competitive adjustments if 

required
Independent monetary policy
– Sucessful fight against inflation

Debt issuance
– Local denominated
– Long term maturities 
– Fixed rates
– Long yield curve

Increased confidence
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•Improvement in the profile of the public debt- e.g., Brazil

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

dic-02 dic-03 dic-04 dic-05 August
06

Other

Indexed-
interest rate

Indexed-
exchange rate

Inflation-linked

Fixed
-10%

0%

10%

20%

30%

40%

50%

60%

70%

2002 2003 2004 2005 Aug 06

Internal
public
debt /
GDP

External
public
debt /
GDP

… plus higher weight of fixed-
rate internal debt

Higher proportion of internal 
debt…

The improvement in the composition of the public debt, combined with 
flexible exchange rates, radically reduces the likelihood of a crisis
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…with no way back

Maturities of new bond issues: Fixed rate local currency

From a “wheel cycle” to a normal cycle…
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… and all this changes the nature of the business

7

7,1
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Y
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Y
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Y

The development of a yield curve has a 
direct impact on the “real economy”, e.g.:
• Mortgage business / real estate sector
• Financing of long-term fixed capital 
investment

Annual Credit Growth MX (Jun ´06)

Mortgages Consumer Lending Total Credit
50% 52% 32%

* Outstanding credit Private Sector

MX Yield Curve
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…and LatAm banking markets has the biggest potential 
out of developing banking systems…

… in addition, 
corporate 

credit 
penetration is 
below that of 

other 
emerging 

markets (e.g., 
Asia)
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In summary, The “growth multiplier” in LatAm seems to us 
more attractive than in most emerging markets… 

HIGHER GDP 
GROWTH

INCREASED 
BANCARISATION

Créditos como % PIB

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Venezuela Mexico Brazil P. Rico Chile Spain
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The role of the Corporate Center:
1- …to develop a business portfolio that can deliver high quality, recurrent, 

across-the-cycle growth …

2- … making sure we have a portfolio focused on markets with high growth 
potential:

LatAm: high GDP growth x bancarisation potential: Why is this time 
different?

3- …making sure each unit outperforms in their own 
local market

LatAm: market share gains across the board

4- …providing strategic flexibility to adapt to their own life cycle
LatAm: entering the “falling risk; rising profitability” sweet spot

5- … and making sure the Group is worth more than the Sum of its Parts by 
developing intra-group synergies

Regional and local projects

Conclusions
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We have been consistently gaining market share in 
LatAm…

Customer funds Loans Total customer 
volume

Source: Central Banks, own estimates 
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… with strong gains in the most attractive segments

Consumer + cards Mortgage loans Sight deposits + 
mutual funds

*

Source: Central Banks, own estimates (*) Excluded Island Finance in Puerto Rico
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The role of the Corporate Center:
1- …to develop a business portfolio that can deliver high quality, recurrent, 

across-the-cycle growth …

2- … making sure we have a portfolio focused on markets with high growth 
potential:

LatAm: high GDP growth x bancarisation potential: Why is this time 
different?

3- …making sure each unit outperforms in their own local market
LatAm: market share gains across the board

4- …providing strategic flexibility to adapt to their own 
life cycle

LatAm: entering the “falling risk; rising profitability” sweet spot

5- … and making sure the Group is worth more than the Sum of its Parts by 
developing intra-group synergies

Regional and local projects

Conclusions
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A portfolio with three different strategies…

-2%

3%

8%

-20% -15% -10% -5% 0% 5% 10%

Growth- number of employees
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Abbey

Santander 
Consumer

LatAm
Santander Network

Banesto

Portugal

Retail banking in 
developed markets: 

"expand the front, cut 
the back" (IT-based)

"Structural 
growth"

"Restructuring"
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… which translates into three different growth profiles
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developed 
markets"

"Structural 
growth"

"Restructuring"
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America represents…

40-50% of the 
“installed capacity” of 
the Group

... 35% of the P&L…

… but only 10-20% of 
the Balance Sheet 

40%

51%

37%

38%

34%

35%

11%

21%

0% 20% 40% 60% 80% 100%

Branches

Employees

Commercial revenue

Expenses

Operating profit

Net profit

Customer loans

Customer deposits

LatAm SAN ex LatAm

…and its weight in the group will continue to increase
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This does not mean that the group risk is likely to increase 
as the nature of the business is changing…

Higher volumes

Efficiency improvement 

Lower provisions / cost of risk

Lower capital consumption per 
unit of lending

… as the main countries gain investment grade 
status, LatAm is entering a “falling risk; rising 
value creation” sweet spot

Lower margins

Lower trading / financial income Sustained net profit growth

Strong risk-adjusted 
profitability
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As emerging economies develop, this leads to a decline in 
the economic capital intensity of the business
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SAN business portfolio has a “sweet spot” concentration 
in the next 5 -10 years:(decreasing risk + increasing 
profitability and growth)

Deep emerging Emerging MaturingTransition Mature

Chile 06
Mexico 08
Brasil 10
Argentina 10
Colombia 12

Mexico 00
Brasil 06
Argentina 06
Colombia 06

Chile 00
Mexico 06
Brasil 08
Argentina 08
Colombia 10

Mexico 94
Brasil 90
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The role of the Corporate Center:
1- …to develop a business portfolio that can deliver high quality, recurrent, 

across-the-cycle growth …

2- … making sure we have a portfolio focused on markets with high growth 
potential:

LatAm: high GDP growth x bancarisation potential: Why is this time 
different?

3- …making sure each unit outperforms in their own local market
LatAm: market share gains across the board

4- …providing strategic flexibility to adapt to their own life cycle
LatAm: entering the “falling risk; rising profitability” sweet spot

5- … and making sure the Group is worth more than the 
Sum of its Parts by developing intra-group synergies

Regional and local projects

Conclusions
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Making sure the Group is worth more than the Sum of the
Parts

1. Exporting know how to the region

2. Leveraging our strength vs local 
competitors on the back of our global units

3. The value creation of diversification
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1.- We have a good balance between emerging and mature 
markets…and we make sure we export Know-how to LatAm

Mature markets Emerging markets

IT / innovation 
transfer

Focus on 
client, quality 

of service

R+D
Innovation

Technology
Efficiency

Low growth

Strong 
competition

Development 
of the retail 
franchise

Growth in 
client base + 
bancarisation

Efficiency

High growth

Low 
bancarisation



371.- Example business model innovation: 
Santander Global Connect

Portugal

2004 2005 2006 E

3x

España

2003 2004 2005 2006 E

14x

SANTANDER GLOBAL CONNECT
SPAIN   

SANTANDER GLOBAL CONNECT
PORTUGAL   

Chile, MX…
IT, Know-How 

transfer

Business development: Spain … implementation in other 
areas- e.g., Portugal

Revenues 
(EUR m)

Revenues 
(EUR m)
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2. We leverage our global capacities vs local competitors…

SAN SAN 
EspañaEspaña

SAN SAN 
TottaTotta AbbeyAbbey SAN SAN 

BanespaBanespa
SAN SAN 

SerfínSerfín

Asset Management

Insurance …

Wholesale Banking

Cards

Retail 
Banking 

Spain

Retail 
Banking 
Portugal

Retail 
Banking 

UK

Retail 
Banking 
LatAm

Consumer Finance

…

From a multilocal model … to a integrated global 
model
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2- We leverage our global capacities vs local competitors

…in efficiency via IT / operations efficiency

…in global segments (wholesale banking)

…in product specialisation

– Credit cards

– Asset management

– Consumer finance
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Efficiency: We want to be the most efficient bank in the 
global league…

We are leaders in Chile and a lot of improvement in Brazil…

Asset Management : factory integration leads to parent AM 
company efficiency

Insurance : factory integration

Credit Cards: Implement a global platform saves in IT 
development costs and bring know-how where needed

BMG : Implement global platform – global business 
management

1. We need to be the most efficient bank in each market…

2. We add efficiency through our global units
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Efficiency: We want to be the most efficient bank in the
global league…

3. Other practices

Move best practices from other markets
Global factories concept 
Capitalise on the offshoring possibilities of LatAm 
Develop:

Global commercial intelligence systems
Global MIS systems 
Global risk systems
Global CRM systems…
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competitors

Products
•Corporate
products •IBK •Markets

Transactional
Banking

Transactional
Banking Mid-CorpMid-Corp Global 

Connect
Global 

Connect

Global 
relationship

model
(MRG)

Global 
relationship

model
(MRG)

•Global 
clients

•Clients
•Other
clients

Global 
Markets
Global 

Markets
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Cards: our global approach – areas where a global unit 
adds value to our local credit card businesses

Distribution know-how

MarketingMarketing

OperationsOperations

ITIT

Retail networks

Direct channels

Risk
management

Risk
management

FinanceFinance

HR ManagementHR Management

Legal / otherLegal / other
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3- The value creation of diversification

Brasil

México

Chile

Other

Santander 
Network

Banesto

Santander 
Consumer

Portugal

Continental 
Europe- other

Abbey

LatAm

… at Group level… … as well as within 
LatAm

Net Attributable income- 9m 06
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The role of the Corporate Center:
1- …to develop a business portfolio that can deliver high quality, recurrent, 

across-the-cycle growth …

2- … making sure we have a portfolio focused on markets with high growth 
potential:

LatAm: high GDP growth x bancarisation potential: Why is this time 
different?

3- …making sure each unit outperforms in their own local market
LatAm: market share gains across the board

4- …providing strategic flexibility to adapt to their own life cycle
LatAm: entering the “falling risk; rising profitability” sweet spot

5- … and making sure the Group is worth more than the Sum of its Parts by 
developing intra-group synergies

Regional and local projects

Conclusions
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•LatAm is a key growth driver for our Group:
• 1. We are strong believers on the economic potential of the region 

+ the potential to increase its bancarisation
WHY IS THIS TIME DIFFERENT?- The conditions are in place for a long 
cycle of strong growth and increased bancarisation –

Structural changes have changed the “nature of doing banking in LatAm”: 
long yield curves, reliance on domestic saving and local cap. markets, etc

• 2. We believe we will continue outperforming our competitors in 
the region

Our banks in the region are well placed to continue gaining market share

• 3. There is still substantial potential to continue extracting “intra-
group” synergies and beat local competitors

Global business models; transfer of best practices

… making sure the Group is worth more than the Sum of its Parts
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2007 Santander Investor Day:
September 13th-14th 2007

SAVE THE DATE
September 13th-14th 2007

Santander Investor day
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