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Booking Reference: 

Duration: 01:04:16 

 
 
Steven:  Good morning one and all, and thanks for joining us this morning.  

It's Steven here and I've got Chris sitting alongside me.  Now you've all 
had a chance to read this morning's statement and you're having a slightly 
busier morning than you were expecting.  So I don't intend to re-read it, 
but there's just a couple of points I'd like to make before turning to your 
questions. 

 
 There's no doubt we're dealing with unprecedented levels of volatility in 

the markets at the moment, but despite this backdrop we have been very 
resilient and resourceful and successfully funded the bank through 
extremely tough conditions.  We wouldn't normally have talked about our 
Treasury assets in the pre-close statement, however given the intense 
level of interest in these asset classes, we felt it would be helpful to 
provide you with a summary of our exposure in this area, and as you will 
have seen it is comparatively very small.  And despite distractions 
elsewhere, we have remained focused on our business and have 
achieved a good performance in our residential lending and retail savings.  
I am very pleased with the level of buy to let lending we have achieved.  
Buy to let as a proportion of our total lending volumes has increased as 
we reduced our appetite for self cert during the year.  We remain confident 
about demand for buy to let mortgages.  The strong fundamentals 
continue to underpin this market.  We have also had great success in the 
retail savings market as our strong brand has attracted a good level of 
inflows.  I am delighted with our new partnership with ASDA, which further 
enhances retail savings propositions.  I am not going to comment on the 
fortunes of other institutions, however I believe that as a consequence of 
recent events there are plenty of opportunities for a well funded and well 
capitalised banks to take advantage of in the coming year.  We have 
guided today that we believe underlying profit before tax for the full year 
will be in line with the market's consensus, and on that note I will hand 
back to the operator for your questions. 

 
Operator:  Okay, if there are any questions, simply press star one, please, on 

your phone.  Star one for any questions.  We'll just give it a few seconds 
for the questions to line up. 

 
 Okay, the first one comes from Ian Smillie from ABN Amro.  Please go 

ahead. 
 
Ian Smillie:  Good morning gentlemen. 
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Steven:  Good morning. 
 
Chris:  Good morning. 
 
Operator:  Okay, I don't know what happened with that question.  It seems 

that the question has been dropped, but the next one is from James Invine 
from Dresdner.  Please go ahead. 

 
James Invine:  Hi, good morning everyone.  Good morning Steven.  Good 

morning Chris.  I just wanted to ask a question really going back to your 
loan book sale.  Clearly you are going to be losing profit now that you are 
selling that, and I just wanted to ask, are you going to be doing anything to 
try to counter the dilution there?  I mean, you've made ... well you've 
suggested that buy backs are on hold for the moment, so how do you view 
the drop in profits you are going to see because you've sold these loan 
books? 

 
Steven:  It's really a question of reapplying those ... that capital and funding 

clout, I think is the answer to that, in terms of the fact that strategically 
we've been running those books flat for really two or three years, and 
therefore we felt that the time was right to, despite the tougher market 
conditions, to get on with the sale of that business, and then redeploy 
those assets into the opportunities that we now see and further the focus 
on our retail lending. 

 
James Invine:  Okay.  With that in mind, and also given the fact that your 

capital position looks generous and you've secured your liquidity, if you 
decide that next year there are greater opportunities in your chosen 
markets, the margins are widening quite considerably.  Just how 
aggressive are you willing to go on volumes next year and how much do 
you feel constrained by the current environment? 

 
Steven:  I think you'll find the world is a lot calmer place next year than it 

was at the beginning of this, for example, and there's obvious reasons why 
that should be the case, and you wouldn't expect us to be at the absolute 
vanguard of aggression in terms of really pushing too hard into markets.  
But at the same time we do see that there will be opportunities opening up 
in the mortgage markets over the course of the whole of 2008, and as 
such we are looking to get ourselves into a position whereby we've got 
some option value on taking share, taking volume where it is available at 
sensible margins.  I think we'd have to add a rider to that in terms of the 
fact that now people will be looking to be able to fund it as well as to see it, 
and therefore that sense of pre-funding, which you know we've always 
talked to you about is something which we think has stood us in good 
stead to date and we see no reason to change that strategy. 
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James Invine:  Okay, perfect.  Thank you very much. 
 
Operator:  Okay, thanks for that.  The next question comes from 

Simon Maughan from MF Global.  Please go ahead. 
 
Simon Maughan:  Good morning guys.  I wonder if you could talk a little bit 

about what you've done to, specifically done to preserve spreads in the 
environment that we've seen, and perhaps specifically say whether that 
will have any impact on your spread next year?  I'm just wondering if 
perhaps you've secured spreads for this year but you won't get such a 
benefit from falling rates next year as a consequence. 

 
Steven:  I think we, along with everyone else in the market, have taken 

every opportunity.  We can to drive some margin back in, so in the 
changing of strategy that felt on occasions during the first of this year, just 
a relentless drive for growth whatever the cost, I think that everyone has 
taken the opportunity just to pause for thought and re-price whenever 
there is an opportunity taken, and the falling swap curve has obviously 
been of enormous assistance in that in terms of enabling margins to be 
widened whilst optically leaving them pretty well the same.  So in terms of 
pay rates through to customers, you haven't seen any of the nasty hikes 
that people were talking about, but effectively that margin has been driven 
back into mortgage lending across the piece. 

 
Simon Maughan:  So does that mean then, given that you've been using the 

swap market, if we do see a sharp fall in funding costs, for example, next 
year, it's quite possible that the major beneficiary of that will be your swap 
counterpart here, not you? 

 
Steven:  I think that's always the case, it's just a matter of matching your 

forward swaps with your lending appetite at any one particular moment.  
So as far as we're concerned that's somebody else's business rather than 
ours.  But I think the issue for us is to make sure that we take full 
advantage of whatever funding, of whatever opportunities are available, 
which is no different to any other time, it's just perhaps a bit more intense 
at the moment than I can remember. 

 
Simon Maughan:  That's great, thanks very much. 
 
Operator:  Okay, thanks for your question.  The next one comes from Leigh 

Goodwin from Fox-Pitt, Kelton.  Please go ahead. 
 
Leigh Goodwin:  Good morning Steven.  Good morning Chris.  Leigh 

Goodwin from Fox-Pitt.  A couple of questions if I may.  Firstly, I just want 
to press a little bit on the margin and just try and get a better sense of the 
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dynamics ... the various forces affecting this, because this is obviously a 
key driver for us thinking through to 2008.  So I wonder if you could just 
give us some sense of magnitude.  When we talk about ... you talk about 
the dilution as slowing from the effects of rising wholesale funding costs 
through the second half of the year and at the same time we've got 
widening asset spreads, it sounds like, on many other products.  But at the 
same time as that, of course, we've got this mix effect from less ... more 
buy to let in the mix, less self cert, and also you sold off commercial loan 
books, which just ... the inference from the profit impact of those is that 
they're actually at a slightly wider margin than the remaining mortgage 
book.  So it's actually quite difficult for us to actually forecast 08.  I wonder 
if you could give us a bit more visibility on the moving parts and what we 
should be thinking about for next year. 

 
Steven:  What I can do, Leigh, is confirm to you that you've just listed most 

of the relevant drivers and you've, I think, reflected in terms of and 
[accurately] the way that they are likely to set the margins.  One thing I'd 
add, which I think we consistently said has been the main driver of those 
things you've listed is the rate of growth.  So when we announced at the 
half-year, we said the reason that the funding mix has gone the way it has 
is we've grown very rapidly over the last year.  Now to the extent that we 
are starting to slow growth now, that will be positive for the reported group 
margins and that will drive a more favourable [unclear] in the funding mix.  
And then at the moment it's probably fair to observe that the additional 
cost of wholesale funding itself is been passed on through the additional 
margin on mortgage products.  I wouldn't place too much weight on the 
product mix between buy to let and self cert.  That's not going to be a 
major concern. 

 
Leigh Goodwin:  And the effect of the asset sales? 
 
Steven:  The effect of the asset sales, you were right to say, in terms of the 

statement that we sent out, asset margins will step down by six or seven 
basis points at group level, but ... and then the trends that we've described 
will apply from there on in.  So there will be some pressure on margins 
through continuing growth in the business, so it will be less, in all 
likelihood, than we've ... 

 
Leigh Goodwin:  Okay, so it sounds like a six to seven basis point step down, 

which takes place immediately at the start of next year from the sale of the 
assets and commercial book, but then a gently declining margin through 
next year should probably be how we think about your group margins 
going forward, is that correct? 

 
Steven:  I think it depends on what growth assumption you're putting in.  So 

there's clearly ... in a scenario where Bradford & Bingley's holding its 
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share of the total UK mortgage market, then there's going to be only mild 
downward pressure on margins.  In a scenario where we're growing at the 
rate that we were in the first half of this year then there will be downward 
pressure of a similar magnitude. 

 
Leigh Goodwin:  Okay.  I think I've already done that one to death now, but 

can I just change tack, if I may, just to concentrate a little bit on the 
Treasury assets and the ... what we might actually see there in terms of a 
write down.  I mean, I'm just trying to get a sense of scale here because 
you're referring to most of the ... most of the mark to market effect is going 
through the reserves line but the, this downgrade that you thought you'd 
mention of the 20 million of the CDO investments that were downgraded 
recently.  Are you trying to hint to us that it's quite possible we will see 
some write down in the full year results on Treasury assets, and if so, 
what sort of order of magnitude might that actually be? 

 
Steven:  Right, I'm glad you asked that question.  There are two things to 

say.  Firstly, there is no write down effect year to date.  You are correct to 
say that the 82 million after tax effect on the available for sale reserve is 
not a P&L impact, and you can also be sure that if there are securities 
within that mark to market that are currently relatively low rated in what is 
an overall very highly rated portfolio, then we'll have already recognised a 
big chunk of the reduction in market value through the reserve.  And so in 
the event of impairment, so where there's permanent impairment and 
reduction value goes through to P&L, the overall impact on equity will be 
small because we've already recognised the market value reduction to the 
reserve.  In terms of likely quantum, I think we've tried to give a 
reasonably good guidance in terms of what we can see today.  We 
obviously can't recognise what isn't there today, if you see what I mean.  I 
think 20 million is ... that's the extent of the feasible P&L hit in 2007 unless 
there is great inaction in the next 30 days. 

 
Leigh Goodwin:  Okay, so just to be clear, the 20 million I thought was 

related to the principal ... the value of the principal of the investments.  
And you're suggesting that essentially it could all be written down to zero.  
Is that what you're saying? 

 
Steven:  Let's be really clear.  The way that the available for sale accounting 

works means that the assets are still held at the original value and the 
available for sale reserve reflects the mark to market change in market 
valuation.  When an asset becomes impaired, or permanently impaired, 
then the holding value is written down, and as yet that hasn't happened on 
any of our structured investments.  What we're saying is, since the end of 
October, literally on Tuesday this week one of our investments was 
downgraded, and were we to write off the entirety of that investment, the 
pre-tax hit would be of the order of 20 million. 
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Leigh Goodwin:  Okay, that's fine.  That's what I thought you were saying but 

thanks for the confirmation. 
 
Steven:  Again I can't ... I must say that there's nothing we know about 

today that would suggest anything different in the 2007 numbers. 
 
Leigh Goodwin:  Okay, thank you. 
 
Operator:  Okay, thanks for your question.  The next one comes from Bruce 

Packard from Pali.  Please go ahead. 
 
Bruce Packard:  Yes, it's just slightly on the same issue but just for 

clarification, because you're talking about further downgraded, so were 
these investment grade but they were downgraded to investment grade 
and now they're non-investment grade? 

 
Steven:  There are two tranches in the investment that I'm talking about.  

One of the tranches has been downgraded from triple-B to triple-C with a 
negative outlook, so that's the tranche of the 20 million that I'm least 
optimistic about.  And then there's another tranche that's been 
downgraded from A minus to B.  We have very, very few investments that 
are anything close to those ratings, particularly the first one that I 
mentioned.  Most of our ... even our CDOs and ABNs are still typically 
performing, are still typically triple-A rated with a stable outlook. 

 
Bruce Packard:  Okay, thanks.  And can I just ask a second one, which is 

just really about lending criteria and loan to value and rental cover and 
whether you're looking to tighten those. 

 
Steven:  I'll take that one if I may, Bruce.  The simple answer to that is no, 

because we never really loosened them, if you recall.  While the market 
gambled off towards hundred per cent and so on, we just [unclear].  What 
we found is that the market has certainly rushed back in our direction in 
terms in fact 125% rental cover is now back to being de rigeur again, 
whereas a while ago it was deeply unfashionable.  So to that extent, no 
real changes.  The one subtle change I will share with you is the fact that 
what we've done is moved our cut-off on stuff at the bottom of the pile.  So 
that the flow that we are restricting into the pipe at the moment is of an 
inherently higher quality [unclear] at the bottom end of the cut off of our 
[unclear].  Effectively the lower scoring customers don't now get through 
the filter. 

 
Bruce Packard:  Okay, thanks very much. 
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Operator:  Okay, next one comes from Robert Law from Lehman Roberts.  
Please go ahead. 

 
Robert Law:  Good morning everybody.  Can I have a number of questions, 

please?  I want to get on to the funding issue, but first in terms of the 
margin, can you tell us what is the ... what was the level of the margin at 
the end of the period, if you look at it as a kind of run rate now, where is it?  
And I think you've said the margin's similar to the guidance for the year, 
which I think you gave it interest 110 basis points. 

 
Steven:  That's right, yes.  At interims we reported a first half of 114, 

consensus was 110 for the full year, which we've said we're comfortable 
with, which implies 106 for the second half year.  Consensus is currently 
down at 108 and we are more than comfortable with that.  And because of 
the lower growth overall that's expected in the second half-year, and 
because of the comments I made earlier in response to Leigh Goodwin's 
questions, it's reasonable to assume the second half could be a little 
higher than consensus suggested at the mid-year point. 

 
Robert Law:  Right.  And where, if you took a snapshot now, where is that 108 or 

109?  Is it higher or lower than that? 
 
Steven:  It's higher than that but it's ... again I don't think we'd be wise to 

give guidance on month by month group margins. 
 
Robert Law:  Okay.  Can I move on to the funding issue?  Could you comment 

on how long you could sustain your current lending base?  Obviously you 
may use disposals.  How long could you sustain your current lending base 
without raising new funds from the wholesale market?  And in terms of 
funding that you have raised since August, can you talk about the average 
duration of that? 

 
Chris:  I'll do the first part of that first, Robert, which is without ... it's a slight 'how 

long is a piece of string' question in terms of the more you lend, the more 
you use up any available liquidity on a planning assumption of there being 
no available liquidity.  So we're now funded at our current strike rate, if 
that's the right way of expressing it, through well into the back end of next 
year.  So to that extend we're feeling pretty comfortable with the way in 
which we have organised ourselves in terms of making it possible for us to 
give ... frankly, to stop people worrying about us on that front. 

 
Robert Law:  What do you mean by the current strike rate? 
 
Steven:  In terms of current flows.  So in terms of our planning for next year, 

we are comfortable ... we are well covered right through until, really, 
effectively the bag end of next year. 
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Robert Law:  That's why I asked.  Let's say you have a current asset base and 

you didn't grow it, how long could you stay where you are without raising 
new funding from the wholesale market? 

 
Steven:  If we didn't grow it at all, then I wouldn't say an indefinite period, 

but certainly a very long period indeed.  So we are planning on the basis 
of putting some net addition to growth, net addition to book on next year, 
and on that basis we remain comfortable with our funding arrangements. 

 
Robert Law:  Okay. 
 
Steven:  I hope that helps.  The second question was one of duration, 

wasn't it?  The honest answer to that is mixed in terms of, some of it is 
longer term than others but in terms of where we've put that in place, the 
question of duration is one that's, generally speaking, come in and so it is 
much easier to achieve short term funding than long term funding and 
there's nothing new about that in particular.  But across the piece of the 
private placements, the detail of which we haven't put out there, all I'd say 
to you at the moment is the fact that those were of mixed duration but as 
you know we've always had something of an obsession with matching and 
therefore we've continued that with an attitude to life and filled in the gaps 
where we needed to fill in the gaps so as to have a smooth eventuality of 
the course of the next three to five years and avoid the funding wall 
problems that have been all too celebrated this year.  So you will know 
from our funding attitudes in the past, that not having to go to any one 
particular funding source at one particular timeframe is something we've 
been a bit kinky about and that has proved to be the right strategy for 
frankly any funding environment, but certainly this funding environment. 

 
Robert Law: Right, can I have just … 
 
Chris: As Steven said, the range, Robert, I mean within Steven's average 

duration, the range is six months to seven years. 
 
Robert Law: Yes, so I was looking for some kind of average number, but 

anyway.  Can I have one other one?  The commercial property deal that 
you did, did you offer all those commercial loans, property loans to GE 
and can you comment on why you've retained 800 million of it. 

 
Steven: Not for me to comment on somebody else's business which 

effectively that is now so it would be wrong for me to comment on it too 
precisely but in essence let's say that particular counterparty came to us 
with a particular view and a very rigorous methodology and therefore we 
applied that methodology to the book and found that the majority of the 
book fitted that methodology, some of them didn't for all sorts of reasons. 
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Robert Law: Thank you. 
 
Operator: Okay, thanks for your question.  The next one comes from 

Michael Helsby from Morgan Stanley, please go ahead. 
 
Michael Helsby: Yes, morning gents! 
 
Steven: Morning! 
 
Michael Helsby: Hi, I've got three questions if I can.  Firstly just a follow up on 

the margin.  It looks like to me that your new business spreads are up by 
about 40 basis points since the summer, firstly just whether you recognise 
that number and what impact it's had on the strike rates that you refer to?  
It would be useful if you could give us an idea of what the current run rate 
is, if you like, going in to 2008?  Partly linked to that is just your comments 
that you've made about capacity, again it looks like about 40% of the buy 
to let market has pretty much had its doors closed because of the funding 
issues.  I was just wondering if you could put a little bit more colour about 
how you see the competitive environment for next year and clearly how 
you are going to fair when a lot of those 40% customers come up for 
redemption and obviously remortgage?  And then lastly on the dividend, I 
notice you make a point in your trading statement about how future 
dividends will continue to grow in line with underlying profits, I mean it 
looks to me like underlying profit growth next year is going to be pretty 
flattish and so I was just wondering if you were actually trying to signal that 
the dividend growth is going to be flat next year? 

 
Steven: Right, okay.  I'll take those in turn.  The first one is I can reassure 

you that the figure of 40 basis points is indeed a number that I recognise 
in the market at the moment and that's been the order of magnitude pretty 
well across the piece for where the ability to stretch margins has come 
from and at those enhanced margins we have been trying to restrict 
supply through the pipe, you would expect any prudent lender to be doing 
that until such times as the funding environment clears up in terms of the 
transparency and the ability to be sure the originating loans you can fund 
appropriately.  And on that basis in very round numbers we'd be looking to 
effectively squeeze the flow at the moment down to something like half 
what we might have been expecting to do under normal and less 
straightened circumstances.  In balancing the age old volume margin 
against risk it's the same game, it's just all of the numbers have changed 
more than slightly, so it's a matter of a period of perfectly pleasant and 
healthy growth and one that we are able to do frankly at better quality and 
at better margins which has always been the name of our lending 
business in any event.  So to that extent I hope that's some help in terms 
of giving you a sense of where we're at, at the moment … 
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Michael Helsby: Yes thank you. 
 
Steven: … in terms of flow.  The question you asked about buy to let, again 

I would recognise your number of rough estimate 40% of buy to let market 
currently elsewhere or distracted, I'll put it no more strongly than that, and 
that is very real, very apparent in the day to day market and in terms of 
our franchise in the market I talked to, I think a while ago about it's mostly 
our sharper elbowed competitors that have disappeared in terms of people 
that were stretching criteria in ways that I rather have always said was 
stretching them further than I would like to, but it was beginning to affect 
our overall view of the market and indeed the world's overall view of the 
buy to let market as more and more risk was being taken on and some 
people were sacrificing risk and margin simultaneously.  Those are 
predominantly the people that have now disappeared and we're left back 
as one of the two main players in the buy to let market and obviously the 
third main player in the buy to let market which is Paragon has its own 
issues at the moment, which I'm not going to comment on today.  So over 
the course of the next year we would anticipate that the buy to let market 
will continue to grow but less strongly than it has in the past and the 
opportunities for a well funded buy to let player in that market will be as 
attractive as I can remember them.  So that is why we have been pushing 
on with our buy to let business at a time when frankly it's scarcely possible 
to pick up a newspaper and not read some horrendous scare story.  The 
reality is that the facts that sit behind this and the flows that we are seeing 
in the market, that we are seeing today continue to support the proposition 
of the fact that buy to let will continue to surprise on the upside in terms of 
its proportion of overall lending and that's a market which we have now 
found is anything more attractive than it's been for a while. 

 
 And then the third one I think was a dividend question? 
 
Michael Helsby: Yes. 
 
Steven: Which was, I think I have to give myself some air cover in terms of 

the fact that the dividend is a matter for the board rather than for the chief 
executive but having given myself that air cover I would have to say that I 
think you're reading slightly too much into the statement.  I mean frankly 
it's something which, we could have put nothing in the statement today 
because there's no change, but to the extent that does, the repeating of 
the statement flat, a signal a flat dividend line, the answer to that is there 
is no particular way you should take that and I can speak for the board in 
terms of saying that we looked through the year in question into the 
following year in terms of setting dividends during the course of the year in 
question.  So to that extent I think you're reading slightly too much into it 
and I apologise if, yet again in talking about dividends, we've flown the 
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horses.  As I've certainly no intention to and we are still feeling exactly the 
same about our dividend flow as we always have. 

 
Michael Helsby: Okay, thank you very much, very helpful. 
 
Operator: Thank you.  The next question comes from Mike Trippitt from Oriel 

Securities, please go ahead. 
 
Mike: Good morning. 
 
Chris: Morning Mike. 
 
Mike: Morning, just coming back to these Treasury assets, actually I just wanted 

to be clear.  Given you're saying that the SIVs and CDOs are behaving 
themselves at the moment, there's 82 million on the overall available for 
sale portfolio.  Is that, that is mark to markets on other assets excluding 
those SIVs or does the 82 apply to the SIVs and CDOs? 

 
Chris: It applies across the investment book.  So with some of them it reflects, for 

example, the fact that they're perfectly good assets, they're paying 
perfectly well but the liquidity in the trade of those assets has reduced and 
so we've got, the vast majority of our structured portfolio is investments 
that we are very, very confident are money good, however we need to 
recognise in the mark to market available for sale reserve the fact that 
when you get a quote for them it might be 95% rather than 100%.  So half 
of the adjustment is that kind of stuff and the other half is asset classes 
such as SIVs and CDOs of ABS where generally in the market there is a 
bigger step down in mark to market.  But I mean I really would stress we 
are at the, with the exception of that one tranche I mentioned earlier, we 
are at the very high quality end of structured investments within that 
universe we're very risk averse. 

 
Mike: And the available for sale portfolio, I think it was just under 5 billion at the 

end of 06, is that the sort of order of magnitude at the moment, or … ? 
 
Steven: That 5 billion includes gilts, CDs and so on and they're virtually sort 

of risk free investments.  The structured investment portfolio in a geared 
investment instrument was 1.4 billion at the midyear. 

 
Mike: I wonder if I could just ask a follow up on the covered bonds.  You talk 

about two and a half billion raised under the covered bond programme.  
Could you just talk a little bit about what's happening to spreads there? 

 
Steven: Yes, that two and a half billion in round numbers is a billion and a 

half that covered bond base and a billion of securitisation so we did 
actually do the only UK mortgage securitisation issue in the same half of 
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this year and that's a billion of that two and a half billion.  The spreads on 
that, in terms of what we pay to cover bonds, it ranged from 15 to 25 basis 
points wider than the best we've ever done which was back in June.  So 
still perfectly affordable and acceptable given that the best we've ever 
done was at or below Libor, does that answer your question? 

 
Mike: And that's what, and is that the same on the securitisation as well? 
 
Steven: Securitisation was typically around 30 basis points wider than the 

best we've done. 
 
Mike: That's great, thank you very much. 
 
Steven: And the reason for that is there's less collateral support behind the 

securitisation so it's remote transaction with no recourse to be the 
originator. 

 
Mike: That's great, thank you very much. 
 
Operator: Okay, thanks for that.  The next question comes from Sandy Chen, 

please go ahead Sandy. 
 
Sandy Chen: Yes, good morning gentlemen.  Just two questions, just to go, not 

to natter on about the Treasury assets again, but for the interest income 
from the SIVs and CDOs I just want to confirm that the interest, the 
coupons, they're still recognised in interest income are they? 

 
Steven: Yes, that's right. 
 
Sandy Chen: Okay.  And what would be the nature of a permanent impairment?  

Would that be a downgrade to default or is it specific like that? 
 
Steven: It is absolutely specifically assessed on a case by case basis.  So it 

is worked out from the, what we said in the statement, we've not actually 
had to confront one yet because the valuations of the securities have 
remained strong on average.  However what we've said is since the end of 
October we've had one security where there is now a very real case of 
impairment by the year end. 

 
Sandy Chen: Would that, for example, be a downgrade from triple-C to say D? 
 
Steven: No, I think at triple-C we'd be looking at it, so this one's just been 

downgraded to triple-C and so we'll clearly look at that. 
 
Sandy Chen: Understood. 
 



 13

Steven: As at the end of October, we had no investments rated below triple-
B, we had less than a handful at triple-B, so I hope that gives you some 
comfort. 

 
Sandy Chen: Okay, thanks very much for that.  And actually just a, well not to 

name a competitor, but to name a competitor, in the area of buy to let 
mortgages there have been a couple of interesting cases of mortgage 
fraud in buy to let and the most recent one I think being a Northern Rock 
case where they had, I think about a £7 million mortgage where there was 
roughly £2 million in commissions paid to a middleman on an inflated 
valuation.  Do you think that that might be, is that something that you 
might be worried about in the buy to let portfolio as well? 

 
Steven: I think it would be fair to say Sandy that in any frothy market, and I 

think you could declare the last two years as frothy market, the same 
issues surface and I smile because these are all things which I dealt with 
in 99', 2000, 2001, 2002 and people are coming across it now like they're 
new frauds and I think it's just a matter of if you're an in market player then 
you should just watch your back as much as you can against that.  The 
great joy of secured mortgage lending and frauds in secured mortgage 
lending is generally speaking there is a well insured professional that has 
to be involved in some shape or form.  So to an extent it would be naïve 
for me to say that everybody is absolutely squeaky clean apart from that 
one instance.  The fact of the matter is there will be some who will crawl 
out of the woodworks because a market like this always does generate the 
odd hanky panky. 

 
Sandy Chen: Okay.  And in the event that there is any, pick up in these mortgage 

fraud cases, have you, is there insurance that you can get against that or 
something? 

 
Steven: The most valuable insurance against that is effectively the PI 

policies and the solicitors and the valuers who almost invariably are fair.  
We would typically recognise a fraud upfront and write the thing off and 
then hope to recover the money later.  So we wouldn't be carrying a 
reverse fraud provision if that's the right way of expressing it, we would 
actually take it on the chin and then everything that comes back at a later 
date from a PI claim we would then put through the books at a later date. 

 
Sandy Chen: Understood.  Thanks very much. 
 
Steven: Thank you. 
 
Operator: Thanks for your question, the next one comes from Ashley Stuart 

from JP Morgan, please go ahead. 
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Ashley Stuart: Morning guys. 
 
Steven: Morning. 
 
Ashley Stewart: Given your comments on buybacks in particular, do you 

think the emphasised approach to pillar two and overall capitalisation has 
changed much since August? 

 
Steven: I have no evidence that the FSA's changed their view, nor would I 

link what we've written about the buyback in to anything the FSA is doing, 
has done or is about do to.  It's completely independent of [unclear] two 
and any developing FSA views on capital, equity or liquidity.  We are, just 
to restate, we have submitted our waiver that will allow us to operate 
under IRB in 2008 and tomorrow we will formally submit our ICAP 
document. 

 
Ashley Stuart: Okay so, I mean there are no plans in a way to increase the 

level of equity gearing on the size of your balance sheet beyond what's 
been said in the trading statement today? 

 
Steven: You can rest assure that if we had anything to announce it would 

be in the trading statement. 
 
Ashley Stuart: Okay, thank you. 
 
Operator: Okay, next question comes from Ian Smillie from ABN Amro, 

please go ahead. 
 
Ian Smillie: Okay, I'll try again, can you hear me this time gentlemen? 
 
Chris: Master technology. 
 
Ian Smillie: I promise the questions aren't going to be that hard!  Two please.  

Firstly, has there been any noticeable change in the average life of the 
different parts of the loan book. 

 
Steven: I'll take that one straight away.  I think it's probably just too early for 

me to give you that assurance but I have to say that my guts are actually 
screaming at me, the fact that average lives are beginning to tick out a bit.  
So generally speaking what happens when things are a bit quieter is that 
everything gets a bit quieter and people sit on their hands for a bit longer 
which means as people tick off their discounted products they tend to sit 
on SVR a bit longer, particularly when the Daily Mail is telling them that 
the next interest rate movement is down.  So actually what you often find 
in the situation is the fact that average durations do start to tick out. 
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Ian Smillie: And could you give us some sensitivity Steven as to, for every 
month, let's say, that it increases, what P&L benefit that would have? 

 
Steven: Sorry, it's just too early for me to be able to do that, it's too 

complicated, too many moving parts and I think it would be unfair for me to 
try and give you a sort of handy dandy calculator on it. 

 
Ian Smilie: Okay.  Is inside the comments on margins for next year, is there 

any expectation or assumption that the average life does widen out? 
 
Steven: No there doesn't, and that's why I'm saying it's just a little bit too 

early for me to really look you in the telephonic eye and say it will definitely 
tick out.  We're planning that it doesn't but there's just a feeling in my 
water the fact that it might well. 

 
Ian Smillie: Okay.  And the second one is on funding, is there any undrawn 

commitments or pre-funding lines which you've got in place which we don't 
know about but which might be useful to support your comments that 
you're robustly positioned until towards the end of next year? 

 
Chris: Well I think Steven referred to some actions that we're taking that put us in 

good position and as you might expect as a prudently run bank we have a 
good quantity of committed to stand by facilities which are completely 
undrawn. 

 
Ian Smillie: And can you give us some sense as to how big that number is and 

what the cost to you of that number is please? 
 
Chris: It is substantial so about a billion and I'm certainly not going to disclose the 

cost of that. 
 
Ian Smillie: Okay final question is was that in place at the half year or is that 

something that you've put into place since the half year? 
 
Chris: As we say that as a prudently run bank it has been in place since God was 

a man, I think. 
 
Ian Smillie: Okay great, thanks guys. 
 
Operator:  Okay, so the next one is from Asheefa Sarangi.  Please go ahead. 
 
Asheefa Sarangi: Hi there.  Sorry, just coming back on the Treasury assets.  In 

terms of the SIVs, I was wondering if you could comment as to whether 
you are holding any mezzanine or capital notes within those SIVs and also 
with respect to the CDOs, what types of asset backed securities you are 
holding, whether there is any RMBS in there, specifically subprime? 



 16

 
Chris:  Yes, I will try and deal with it very swiftly.  We hold capital notes in four 

SIVs, two of those SIVs are sponsored by triple-A banks and two by 
double-AA banks you all have heard of.  On the CDO front, as we've 
disclosed, we have 140 million Sterling equivalent of CDO, CDOs backed 
primarily by mortgage back securities.  Of that 140 million, 120 million are 
US based securities, so there will be some exposure to some subprime 
somewhere in that 120 million.  It is very hard to put a precise number on 
it, but the range is probably at the low-end 10 million at the high end 80 
million. 

 
Asheefa Sarangi]:  Okay great, thank you. 
 
Operator:  Okay, thanks.  The next question comes form James Eden, please 

go ahead. 
 
James Eden:  yes, good morning.  It's James Eden from Exane BNP. 
 
Chris:  Good morning James. 
 
James Eden:  First, I just want to say thanks for a baa-rilliant trading statement 

and given how cheap your shares are, I wondered if you'd given any 
thought to actually not going with dividend or even cancelling the dividend 
and just putting all available into share buybacks.  Because obviously, 
buying back and cancelling shares that are trading a long way below fair 
value actually creates a lot of value for remaining shareholders. 

 
Steven:  As ever James, an interesting notion.  Talking as I do to a wide 

variety of my investors, I struggle with the fact that each one of them 
seems to have a different view on what the right and perfect strategy is.  
So therefore as ever we try and balance all those competing 
constituencies.  So generally speaking, getting the right return for the bulk 
of our investors is the strategy and that proposition along with all the other 
possible propositions will go into the mix during the period where we are 
having a bit a think about what to do next in the New Year.  But in the 
meantime, I'm certainly going to be going into the close of this year well 
outside the top end of my tier one range and I'm going to struggle to find 
anybody to apologise for, for that because I think that is absolutely the 
appropriate thing for a bank, any bank frankly at the moment to go through 
this year-end well and truly covered at a tier one capital level. 

 
James Eden:  Okay, thank you. 
 
Operator:  Okay, thanks, the next question comes from Ian Gordon.  Please 

go ahead. 
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Ian Gordon:  Mine's already been done, thanks. 
 
Operator:  Okay, next question comes from Jonathan Pierce from Credit 

Suisse.  Please go ahead. 
 
Jonathan Pierce:  Hi there. 
 
Steven:  Morning Jonathan. 
 
Jonathan Pierce:  Morning, I've just got two or three actually.  The first is just 

to check off any funnies in the non-interest income line that might be 
there.  So any further sales, sell and lease back gains or fair value on your 
own debt, is there anything in there? 

 
Steven:  No sale and lease back, no other funnies.  The one thing you might 

pick up in the small print at the end of the statement is we've mentioned 
that we will take any hedging ineffectiveness  movement out of underlying 
… now historically these have been so immaterial, 0 or 1 million we have 
not bothered.  There is a chance it could be unusually outside the 0 to 1 
million range at the end of the year. 

 
Jonathan Pierce:  Thanks.  Secondly, are you willing to give us any idea of the 

contribution to the revenue of these seven ABS/CDO positions that you've 
held? 

 
Steven:  No, we're not going to disclose that.  I don't think it should trouble 

you there.  It's not material. 
 
Jonathan Pierce:  Okay, thanks.  The third one is just on arrears trends.  

You've obviously mentioned they are generally ticking up.  Can you give 
us some flavour as to whether gentle tick up is similar to what we've been 
seeing in the first half of the year and where it's coming from?  Is it more in 
the self-cert side than the buy to let side and maybe a bit more clarity on 
the extent to which impairment charges is picking up?  Is it a small pick-up 
or is it going to be appreciably ahead of H1? 

 
Steven:  I think it is fair to say that all the books continue to behave exactly 

as we would expect and the tick up is almost mathematical rather than 
anything else.  There's a combination of growth of the book, maturing of 
the book and the general economic circumstances, so roughly speaking 
the same sort of tick up that we reported at the half year but exactly in line 
with how we would expect and within that each of the books are behaving 
exactly as we would expect and thus you would expect to see the self cert 
arrears to be higher than the buy to let arrears. 
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Jonathan Pierce:  Okay, so the impairment charge itself doesn't sound like it is 
going to be very much ahead at all at H1. 

 
Chris:  I think what Steven said which is the increase has been gradual and 

linear and so a similar rate of increase. 
 
Jonathan Pierce:  Okay, and then the final is just on the volume outlook and in 

particular the volume outlook while the current difficult credit environment 
persists.  I mean, if the new flow has come down by about a half, and just 
correct me if I ma translating this wrong, but if the new flow's come down 
by about a half, it is actually not going to be very much ahead of the 
redemption stats you have been seeing.  So, at the moment is there, is the 
organic net lending pretty much shrunk to nothing?  I suppose what I am 
asking you, is there any balance sheet growth in this current environment? 

 
Steven:  I think I may have misled you in terms of, or sorry, slowing the flow 

down to half is the correct number, but I think you have then taken that on 
to seeing that as the pattern that we sort of, you know, lost any interest in 
growing the balance sheet.  That's not the case.  What this is, is a 
reversion to type in terms of modest and sensible growth of decent 
margins as apposed to where we were pushing hard over the course of 
the last couple of years. 

 
Jonathan Pierce:  Okay, and just to finish off then.  On the loan growth 

expectations for next year, I mean these clearly might have changed a 
little bit since the asset disposals, but I think a few weeks ago when the 
presentation went out on the website you were suggesting that mid single 
digits in terms of overall residential balance sheet growth was the sort of 
figure that we might be thinking about it, has that aspiration changed or 
will it now be potentially quite a bit higher because of the asset disposals? 

 
Steven:  I think it is too early to change that aspiration and I think that that is 

a prudent aspiration and that in terms of our bottom up business 
modelling, produces what we think is a perfectly and a plausible plan for 
2008 and then anything additional to that is all upside as the forward 
funding view continues to improve or indeed get worse if it gets worse. 

 
Jonathan Pierce  Okay, that's very helpful, thank you. 
 
Operator:  Okay, thanks.  Next question comes from ManusCostello.  Please 

go ahead. 
 
Manus Costello:  Hi, just a quick one on your Treasury investments.  Could 

you please let us know if the four SIV capital notes you have got have 
been placed on ratings watch?  I think about a month ago there were a 
series of rating watches implemented and secondly, if you could give us 
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any idea of the NAV of the capital backing the SIV notes is at the moment 
please, because several of your peers over the last few days have 
announced write-downs to their capital notes and it certainly a surprise not 
too see that in here. 

 
Steven:  Yes.  I can deal with the first question which is, it's the Moody's 

review I think you are referring to, which came out about 10 days ago and 
all our four SIVs are a part of that review.  I do not have the answer to the 
second question, which is the capital backing. 

 
Manus Costello:  What, under what circumstances, this is a rephrasing really 

of a question earlier, under what circumstances would you recognise an 
impairment on these assets.  Would a downgrade from Moody's cause 
you to take a hit? 

 
Steven:  I think we'd look at the rating, that is one piece of evidence.  We'd 

look at the mark to market valuation, that would be the other piece of 
evidence.  But I don't want to say it is totally mechanical, I think, given the 
relatively small number of investments on our book it is not a big part of 
our business.  We review it on a case by case basis. 

 
Manus Costello:  Okay, thanks. 
 
Operator:  Thanks for that question.  The next one comes from Steve 

Swallow, please go ahead. 
 
Steve Swallow:  Hi guys.  A quick question in terms of the 120 million of 

CDO exposure.  Can you just provide a bit more detail in terms of the 
rating and the underlying, whether it is US mezz, triple-B, Home Ec, is it 
ALT-A etcetera?  Also in terms of the rest of the ABS exposure within the 
1.4 billion, can you just clarify, do you have any naked resi or [ALTI] 
exposure to the US in there?  And also have you got any kind of CLO 
equity tranches or CMBS mezz etcetera? 

 
Chris:  There are a lot of questions in there.  I think the first one's the most 

important, which is the ratings quality and our exposure within the CDO of 
ABS just to reiterate what I have said in response to previous questions.  
Firstly, we've got 120 million of CDO of ABS that are US based.  Those 
are overwhelmingly triple-A, so call them senior, super-senior or whatever 
the superlative is.  But we have got a couple of double-As in there and we 
have, as I mentioned earlier, the one double-B rated security that is 
subject to, has been downgraded to the triple-C that we're reviewing very 
closely at the moment.  So we have no CDO of ABS where we have mezz 
or equity exposure. 
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Steve Swallow:  Okay, sorry just to step back in.  In terms of the actual 
underlying though, although they may well be triple-A or double-A are they 
referencing the mezz parts of the capital structure on the underlying 
deals?  So are they backed by triple-B US Home Ec?  Because I guess if 
you look at the ABX as a proxy, that's trading at mid teens cents on the 
dollar for the super-senior, so I guess it comes down to what vintages they 
are as well really? 

 
Chris:  It's mainly 2004/2005 and a couple of early 2006 so we are in pretty good 

order relative to the really toxic end of ABX.  So, obviously on ABX you've 
got the more recent it is and the lower rated it is, then the bigger the 
theoretical adjustment you get to on the right tab.  The point I make is it is 
only a small proportion of our overall investment portfolio that really has 
anything, any correlation at all with the ABX.  The other point I make is 
we're at pre-close stage at the moment. I have said very clearly there's a, 
only a very small potential profit impact on our numbers for 2007.  You can 
expect that our report and accounts will have a pretty full disclosure in the 
sort of detail that you've asked on the other elements of the report, and I 
am very reluctant at pre-close, to sort of try and read this out over the 
phone because it's obviously very detailed and technical. 

 
Steve Swallow:  Okay, thanks. 
 
Operator:  Thank you for that, the next one comes from Paul Fenner, please 

go ahead. 
 
Paul Fenner]:  Hi, morning gentlemen.  It is just coming up on the tape, 

there's an interview of some sort with the Bank of England governor, 
Mervin King, who suggested that he was expecting a number of banks 
within his jurisdiction, presumably the UK banks, to come out with similar 
typed Citigroup equity injections.  That seems to have had, in the last, 
whilst you have been talking actually, in the last 20 minutes a pretty 
negative impact on UK bank stocks.  I wonder, I know it is somewhat 
contradictory to the conversations that you've been having in the last half 
an hour around buybacks etcetera, but is that something that you might 
consider? 

 
Steven:  It is not really something for a pre-close and certainly not 

introduced in the way that it has been via a statement by the governor, 
which we have not even seen yet.  So I really don't think I could comment 
on it in any shape or form. 

 
Paul Fenner:  I've got another question then, in that case, and I am sorry to bang 

on about your Treasury portfolio and the write-down, but the 82 million, 
just so that I understand it very clearly, that is the mark to market 
associated with the full 1.4 billion securities AFS portfolio? 
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Chris:  Correct. 
 
Paul Fenner:  None of it will impact 2007 P&L, but 20 million of the 82 million 

mark to market may come back to the P&L if you decide that it is an 
impairment? 

 
Chris:  That is broadly correct, yes. 
 
Paul [Fenner]:  Okay, so can I just ask you … does the 82 million also 

include mark to market on all securities because clearly there's been a 
significant revaluation in the capital markets across credit product, where 
your typical ABS is trading some 30, 40, 50 basis points wider than it was 
at the beginning of the quarter.  That is fully incorporated in the 82 million, 
which essentially equates to 5% of your securities portfolio? 

 
Chris:  It covers the investment book that we have and then we have a very big 

book of gilts and so on which we don't believe we need to mark to market 
or are impaired. 

 
Paul [Fenner]:  Okay, and there's nothing else going through the income 

statement?  So, everything is AFS?  There's no small trading book that 
you might have [unclear]. 

 
Chris:  That is actually correct.  So we don't hold, and there is a big difference 

between Bradford and Bingley and a major investment bank, is we don't 
trade in these securities.  We use them as a way of, we invest a small 
proportion of our liquidity or we have historically invested a small 
proportion of our liquidity in assets that give a higher yield than gilts. 

 
Paul [Fenner]:  Understood, so if what happens over the next two to three 

weeks is that you find that the market does not improve because the 
market has deteriorated since the end of October for a lot of the asset 
classes that you own within your credit portfolio, if you decide, well if the 
market does not improve, does that mean that that 20 million that you are 
concerned about in terms of impairment may also become fully impaired 
so that that 20 million may become say 40 or 60? 

 
Chris:  Well I can only comment on the mark to market that we've done.  We 

haven't done the end of November yet.  I am not sure I agree with you that 
the valuations of the securities we have is massively different from the end 
of October, but we'll see and then we will see again at the end of 
December.  So, we can only brief you on what we know today, which is 
why we put in the extra information that relates to the downgrade of one of 
the securities that has happened since the end of October.  If there is 
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anything else since the end of October that we thought was relevant or 
material, it would be in the statement. 

 
Paul [Fenner]:  Fine, that's clear.  Thank you very much. 
 
Operator:  Okay there is another question from Robert Law from Lehman 

Roberts, please go ahead. 
 
Robert Law:  Hi, sorry to come back, but I could I just have one more.  How 

much has the higher LIBOR rate cost you in the second half of the year, 
do you think, compared with the first? 

 
Steven:  Yes, bit of a sweeping statement, Robert, but in many ways in 

costs us virtually nothing in terms of the fact that all the speculation about 
the inter bank rate etcetera hurting us.  It simply hasn't been the case.  
And if anything the high rate of LIBOR because of the way our balance 
sheet is constructed has probably done us a little bit of good in the second 
half. 

 
Chris:  Yes, we covered that in our update to market in October.  So it is a small 

positive in the second half of the year. 
 
Robert Law:  Thank you. 
 
Operator:  Okay, thanks ever so much for your question.  There aren't any 

more questions left.  If there are any more, simply press star one now for 
any final questions or comments.  Okay, two more popped up.  The first 
one's from [Tuan Tai], please go ahead. 

 
[Tuan Thai]:  Yes, good morning.  This is [Tuan Thai] from Longacre. 
 
Steven:  Sorry, we can't hear you, can you get a bit closer to the 

microphone? 
 
[Tuan Thai]:  Yes, this is Tuan Thai from Longacre.  Just a quick question 

regarding any debt issues that you made since this summer and whether 
you have any merchant or issuer discount on those debts or issuances 
that were sold? 

 
Steven:  Ah, no sorry we are really struggling to hear the question at this 

end.  Could you repeat it please? 
 
[Tuan Thai]:  Yes, this question refers to debt issuances to private placements 

that you did in October I believe.  Were there any merchant or issuer 
discounts associated with those debt issuances, were they sold at a 
discount in it? 
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Chris:  Well, they were sold at the price that we agreed with the investor on the 

other side of the deal.  It's conventional with asset backed deals.  There's 
either going to be over collateralisation or a haircut or both and to the 
extent that that's disclosed and it's disclosed on Bloomberg, I don't think 
there is particularly unusual about the structure of those deals. 

 
[Tuan Thai]:  Okay thank you. 
Steven:  Okay next question comes from Leigh Goodwin. 
 
Leigh Goodwin:  Hi guys, just come back again, just a couple of things.  Just 

on asset wholesale loan acquisitions next year, obviously the number of 
Q4 350 million is well down on the run rates for the first three quarters of 
the year.  What might we be thinking about for next year? 

 
Steven:  I think it's fair to say that Q4 gives you a better clue than Q3.  And I 

think that is probably the fairest we can do for you at the moment.  It's all 
to do with the assets that can be generated by the various counterparties 
we deal with and whether or not they fit our criteria.  So to that extent I 
think it would be sensible to kind of guide you towards the bottom end of 
the range rather than the top at this point. 

 
Leigh Goodwin:  Okay and just finally, I mean this might be a little bit unfair, 

but obviously you've given us the consensus numbers for '07 and we can 
all see what the consensus was for '08 on your website, I think, 362 and a 
bit.  Today you are telling us about the impact of the commercial loan 
book.  There are lots of moving parts, and do you want to make a 
comment about how comfortable you are with consensus, current 
consensus for next year at this point? 

 
Steven:  I think, Leigh, you've given me the perfect get out by introducing 

the way you have, so that will get … the answer is no I don't think we do at 
the moment, to be perfectly honest, I think it will be too much for this call. 

 
Leigh Goodwin:  Okay, thanks very much anyway, cheers guys. 
 
Steven:  Adieu, thank you. 
 
Operator:  Okay, next questions comes from Ashley Stuart from JP Morgan. 
 
Ashley Stuart:  Hi again. 
 
Steven:  Hi. 
 
Ashley Stuart:  I just wanted to clarify if you've raised any funding, either 

directly or indirectly, through repos from the ECB's liquidity operations? 
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Chris:  No, we certainly haven't raised any, any directly and it is impossible to tell 

if we have raised any indirectly. 
 
Ashley Stuart:  Okay, thank you. 
 
Operator:  Okay the next question comes from the line of Steve Swallow 

again.  Please go ahead. 
 
Ali Lumsden:  Hello, actually it's Ali Lumsden.  I just wanted to ask, on that CDO 

that's triple-C rated, did that form any of the assets that were at risk in your 
last disclosure? 

 
Chris:  I'm struggling to think what you are referring to in our last disclosure? 
 
Ali Lumsden:  Well the last time you came to the market talking about your CDO 

exposures, did you have any concerns about that asset before it was 
downgraded to triple-C? 

 
Chris:  It started off when we, it started off as the lowest rated piece of paper in 

our investment book at triple-B and I think when we updated it had just 
been downgraded to double-B.  So, was I aware of it yes, was I concerned 
about it, well mildly.  Had we marked it to market, yes we had. 

 
Ali Lumsden:  Okay and can you just give us an idea about where it is marked at 

the moment? 
 
Chris:  You can rest assured it is marked at a very low percentage of the original 

valuation indeed, which is why I made the comment I did earlier, that were 
we to write it off through the P&L, the impact on shareholder's equity 
would be peanuts. 

 
Ali Lumsden:  Right, okay and just in terms of your triple-A, I just didn't quite 

follow in terms of the question about TABX and where it is marked in 
relation to that.  Is it anywhere close to 16 cents on the dollar where TABX 
is trading? 

 
Chris:  Sorry, how many cents? 
 
Ali Lumsden:  16, one six, yes. 
 
Chris:  16, I, no I don't have triple-As at 16 cents on the dollar.  I think we are 

talking apples and oranges in terms of security there. 
 
Ali Lumsden:  Okay, can you give us an idea of where they are marked?  The 

triple-A securities. 
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Chris:  It's, honestly, it's done on a security by security basis, so it would be 

unwise of me to give you an average.  I think we are getting into the sort of 
discussion and disclose that you literally need to come and go through the 
document that I have got in front of me security by security otherwise I am 
in danger of misleading you.  Just to the extent that we think it impacts our 
own image, today or potentially, it's in the statement. 

 
Ali Lumsden:  I'm just trying to get a feel as to, if it were, if '04 and '05 were to be 

marked at the same levels as '06 as you've highlighted, what sort of drop 
we could see … could you give us a range at all? 

 
Chris:  As I've said, but they're not, so it is really a hypothetical question and we, 

you know, we didn't pile into these …  
 
Ali Lumsden:  Well we think they are …  
 
Steven:  … we didn't pile into these late and you know you've just got to, in 

effect, trust that we've have an in … even within the firm we've got an 
independent group of people who are looking at the, externally validating 
the mark to market, who are not the people managing the investment.  
That's one of the controls that I have to ensure that we're not out of touch. 

 
Ali Lumsden:  Okay, thank you. 
 
Operator: Okay, thanks very much for your question.  There does not seem to 

be anymore right now.  If there are any more, simply press star one. 
 
Steven:  Sounds like silence. 
 
Operator:  Okay, back to you, sirs.  Nothing more at the moment. 
 
Steven:  Okay guys.  Thanks so much indeed for your questions today and 

a busy morning and we look forward to seeing you on the 13th of February 
for our prelims.  Take care, bye bye. 

 


