





Presentation of information

Presentation of information

This document comprises the 2000 Annual report of Barclays
PLC and the 2000 Annual report on Form 20-F to the US
Securities and Exchange Commission of Barclays PLC and
Barclays Bank PLC. It contains the Directors’ report and
accounts of Barclays PLC, together with the Auditors’ report
thereon, as required by the UK Companies Act 1985. The
Barclays PLC Annual Review and Summary Financial
Statement 2000 is published as a separate document.

Barclays PLC is a public limited company registered in England
and Wales under number 48839. The Company, originally
named Barclay & Company Limited, was incorporated in
England and Wales on 20th July 1896 under the Companies
Acts 1862 to 1890 as a company limited by shares. The
company name was changed to Barclays Bank Limited on
17th February 1917 and it was re-registered in 1982 as

a public limited company under Companies Acts 1948 to
1980. On 1st January 1985, the company changed its name

to Barclays PLC.

Barclays Bank PLC is a public limited company registered in
England and Wales under number 1026167. The Bank was
incorporated on 7th August 1925 under the Colonial Bank Act
1925 and on 4th October 1971 was registered as a company
limited by shares under the Companies Acts 1948 to 1967.
Pursuant to The Barclays Bank Act 1984, on 1st January 1985
the Bank was re-registered as a public limited company and its
name was changed from Barclays Bank International Limited
to Barclays Bank PLC.

All of the issued ordinary share capital of Barclays Bank PLC
is owned by Barclays PLC. This report has therefore been
prepared as a joint annual report on Form 20-F for Barclays
PLC and Barclays Bank PLC and it also contains the
consolidated accounts of and other information relating to
Barclays Bank PLC. Except where otherwise indicated, the
information given is identical with respect to both Barclays
PLC and Barclays Bank PLC.

The accounts of Barclays Bank PLC included in this document
do not comprise statutory accounts within the meaning of
Section 240 of the Companies Act 1985. The statutory
accounts of Barclays Bank PLC, which contain an unqualified
audit report and do not contain any statement under Section
237(2) or (3) of that Act, will be delivered to the Registrar of
Companies in accordance with Section 242 of that Act and
are published as a separate document.
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The consolidated accounts of Barclays PLC and its subsidiary
undertakings are set out on pages 78 to 85 along with the
accounts of Barclays PLC itself on page 86. The consolidated
accounts of Barclays Bank PLC and its subsidiary undertakings
are set out on pages 156 to 165. The accounting policies on
pages 76 to 78 and the notes commencing on page 87 apply
equally to both sets of accounts unless otherwise stated. The
financial statements contained in this document, which include
the results of Woolwich plc from acquisition on 25th October
2000, also reflect changes in the Group’s management
structure which took place in 2000, as explained on page 11.
The comparative data has been restated, where appropriate.

The term ‘Barclays PLC Group’ means Barclays PLC together
with its subsidiary undertakings and the term ‘Barclays Bank
PLC Group’ means Barclays Bank PLC together with its
subsidiary undertakings. ‘Barclays’ and ‘Group’ are terms
which are used to refer to either of the preceding groups
when the subject matter is identical. The term ‘Company’
refers to Barclays PLC and the term ‘Bank’ refers to Barclays
Bank PLC. The term ‘The Woolwich’ means Woolwich plc
and its subsidiary undertakings.

In this report, the abbreviations ‘Em’ and ‘Ebn’ represent
millions and thousands of millions of pounds sterling
respectively; the abbreviations ‘$m’ and ‘$bn’ represent
millions and thousands of millions of US dollars respectively
and €m and €bn represent millions and thousands of millions
of euros respectively.

References to operating results ‘before the impact of the
Finance Act’ exclude the impact of taxation changes arising
from the Finance (No. 2) Act 1997 and the Finance Act 1998.



Financial data
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Financial data

Consolidated profit and loss account summary®

2000

1999

1998

1997

1996

£m £m £m £m £m
Interest receivable 11,788 9,320 9,952 9,204 8,730
Interest payable 6,635 4,696 5,604 5,095 4,825
Write-down of leases (c) - - (40) 77) -
Profit on redemption/repurchase of loan capital 2 3 8 2 32
Net interest income 5,155 4,627 4,311 4,034 3,937
Fees and commissions receivable 3,689 3,207 3,008 3,197 3,168
Less: fees and commissions payable (320) (275) (229) (218) (223)
Dealing profits 677 556 (42) 361 382
Other operating income 397 258 298 203 199
Life-fund charge (c) - - - (28) -
Operating income 9,598 8,373 7,346 7549 7463
Administration expenses — staff costs 3,219 3,057 2,811 3,035 2,980
Administration expenses — other 1,967 1,807 1,829 1,889 1,816
Depreciation and amortisation 306 280 275 269 301
Operating expenses 5492 5,144 4,915 5193 5,097
Operating profit before provisions 4,106 3,229 2,431 2,356 2,366
Provisions for bad and doubtful debts 817 621 492 227 215
Provisions for contingent liabilities and commitments (@) 1 76 4 9
Provisions 816 622 568 231 224
Operating profit 3,290 2,607 1,863 2,125 2,142
Loss from joint ventures (@) Q) - - -
(Loss)/income from associated undertakings @) (13) 22 16 23
Loss on sale or restructuring of BZW - (30) 3) (469) -
Profit/(loss) on disposal of other Group undertakings 214 (108) 4 44 70
Write-down of fixed asset investments - - 4) (29) -
Profit on ordinary activities before tax 3,496 2,455 1,882 1,697 2,235
Tax on profit on ordinary activities 944 644 520 520 558
Profit on ordinary activities after tax 2,552 1,811 1,362 1177 1,677
Profit attributable to minority interests (79) (52) (45) (44) 47)
Profit for the financial year attributable

to the members of Barclays PLC 2473 1,759 1,317 1,133 1,630
Dividends (927) (746) (646) (563) (479)
Profit retained for the financial year 1,546 1,013 671 570 1,151
Selected financial statistics

Earnings per ordinary share 163.3p 117.5p 87.2p 74.6p 103.6p
Dividends per ordinary share 58.0p 50.0p 43.0p 37.0p 31.5p
Dividend cover (times) 2.7 24 20 20 34
Attributable profit before tax as a percentage of

average shareholders’ funds 34.4% 28.9% 23.5% 22.0% 30.5%
Attributable profit after tax as a percentage of

average shareholders’ funds 25.1% 21.2% 16.9% 15.2% 22.9%
average total assets (note (b)) 0.8% 0.7% 0.5% 0.5% 0.9%
Average US dollar exchange rate used

in preparing the accounts 152 1.62 1.66 1.64 1.56
Average euro exchange rate used in preparing the accounts 1.64 152 - - -
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Business description

Significant progress was made in all of Barclays Capital’s core
businesses during the year.

» It lead managed 225 bond issues (1999 156), with a
total value of US$48bn (1999 US$36bn). This included
transactions for a wide range of European, US and Asian
issuers in all major issuing currencies.

» In the sterling bond market, Barclays Capital led a higher
volume and a greater number of new issues than any other
institution. Barclays Capital maintained its position as one
of the leading UK government bond and sterling
derivatives dealers.

» In the syndicated loans market, Barclays Capital arranged
financings in excess of US$115bn (1999 US$59bn). It held
its position as the top arranger of syndicated credits in
Europe, Middle East and Africa and ended the year No.4
worldwide (1999 — No.6).

» International Financing Review (IFR) named Barclays
Capital “European Loan Trading House of the Year”
for the second year running.

Barclays Capital is well positioned for rapid organic growth,
as a result of its tailored investment programme in both
technology and intellectual property, combined with the
growing appetite for credit products amongst European
investors and the increasing recognition of Europe amongst
global borrowers as a deep and liquid international capital
market. Barclays Capital will continue to implement its existing
growth strategy based on a distinctive business model,
offering a broad span of debt-focused financing and risk
management services, combined with specialist niches in
commodities and equities.

During 2001 it will seek to:

» Build on its investment in technology and intellectual
capital to further develop distribution capability and
client penetration in Europe and worldwide.

» Leverage Group relationships with large corporate
borrowers to bring a greater number of issuers to the
international bond markets.

» Leverage institutional relationships through the delivery
of a wider product range, including derivative products
across all asset classes.

» Broaden the product offering in respect of advisory
services linked to financing and risk management.

» Continue to improve capital efficiency and internal controls.
» Exploit cost-efficient technological opportunities through

electronic delivery of integrated research and execution
services to clients.

10 Barclays PLC Annual Report 2000

Barclays Global Investors

Barclays Global Investors (BGI) is the
world’s largest institutional asset
manager and has some of the most
sophisticated investing institutions
amongst its 1,800 clients.

BGlI offers advanced active and indexed asset management
services for institutional clients. The objective of advanced
active management is to outperform market benchmarks
by the application of disciplined investment processes.

The objective of indexed management is to replicate the
performance of market benchmarks. In addition to these
activities, BGI is a major lender of securities. BGI’s activities
are carried out from eleven locations in eight countries. BGI
continually invests in its business to ensure it maintains its
strong competitive position in this market.

Over twenty-five years ago BGI introduced the world’s first
index fund. Today it manages funds on behalf of 1800 clients
in over 36 countries and has £435bn of assets under
management in index funds. BGI continues to build on its
expertise as the world’s largest index fund manager to develop
advanced active strategies, which use quantitative methods to
outperform an index. Advanced active funds now account for
approximately 21%, or £115bn, of assets under management,
making BGI the largest quantitative active manager in the
world. Almost 50% of BGI revenues now come from these
value-added products.

Exchange traded funds (ETFs) are index funds that are bought
and sold like shares on a national exchange. In 2000 BGlI
introduced an ETF to the London market.

In 2001 BGI expects to strengthen its leading position in one
of the fastest growing sectors of the financial services industry.
In order to do this it intends to:

» Develop new products with the intention of improving the
performance of its existing active products and broadening
its reach into market segments beyond that of the defined
benefit market.

» Increase the profitability of index products by extending
the range of its value chain. This will include expanded
security lending activities, an improved cash management
product set and improved cross selling to index clients.

» Develop products to meet the growing demand by
individual investors for institutional quality products.
This will also involve entering the individual investor
channel through Exchange Traded Funds and Defined
Contribution plan.

» Develop an increasing market share through investment in
high growth areas such as Europe through leveraging the
existing Barclays distribution network and third party
partnerships.



Business description

Other operations

Property management includes Barclays Group Property
Services which is responsible for the management of the
Group’s operational premises and property related services.
Property costs also include the central administration of
certain operational property costs.

Central services includes a variety of activities which support
the operating businesses, and Service Provision which provides
central information technology services.

Management of Group capital is the earnings on that part of
the Group’s capital which is not allocated to business groups.
Allocations to business groups are based generally on
weighted risk assets. Management of Group capital also
includes residual balances arising from centrally managed
transition activities.

Head office functions

Head office functions comprise the Group’s central executive,
Group finance, corporate communications, human resources
and Group risk.

Competition

The financial services environment remains competitive
and the industry is experiencing structural change driven
by technological change, development of new distribution
channels and increasing customer sophistication as well as
an increasing tendency to globalisation in some markets.
New entrants to the market continue to appear confirming
the competitive environment and low barriers to entry in
the sector.

The Group believes it is well positioned to respond to these
developments and continues to develop its strategy to enable
it to meet competitive challenges.

Changes in reporting of
Group structure in 2000

From 1st January 2000, Barclaycard became a separate
business unit. Retail Financial Services now comprises Retail
Customers, Wealth Management, and, from 25th October
2000, The Woolwich.

Within Other operations, costs relating to the central
administration of certain operational property costs have been
combined with Barclays Group Property Services under the
heading Property management.

Comparative figures have been restated for the above changes,
where appropriate.

Changes in accounting
presentation

The Group’s share of the results of joint ventures and
associated undertakings are shown separately below operating
profit having previously been included in Other operating
income. For the purposes of business group analysis the share
of the results is still included in Operating profit.

There have been no other changes in accounting presentation
from that reflected in the 1999 Annual report.

Recent developments

On 16th January, 2001 Barclays PLC and Legal & General
Group Plc (Legal & General) announced their intention to
form a strategic alliance under which Barclays Bank PLC
would, subject to regulatory approval, sell Legal & General
branded life, pension (including stakeholder pension) and
investment products through its UK distribution network.

Group structure

During 2000, significant changes were announced to the
Group’s organisational structure, moving from five major
business groups to an organisation based on a larger number
of smaller strategic business units, or SBUs, which are
supported by shared services. Each SBU is tasked with
identifying and implementing value-maximising strategies,
and achieving these by creating advantage for customers,
through superior products and services. The Group’s reporting
in 2001 will reflect this new structure.
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Financial review

Profit/(loss) before tax and total assets and weighted risk assets

Profit/(loss) before tax

2000

1999

1998

£m £m £m
Retail Financial Services 1,710 1,312 1,142
Barclaycard 418 401 334
Corporate Banking
— before impact of Finance Act 1,070 947 991
— write-down of leases - - (40)
1,070 947 951
Barclays Capital 403 311 (281)
Barclays Global Investors 65 43 51
Businesses in Transition
— former BZW businesses - - (33)
— other - - 48
Other operations (@) 13 (167)
Head office functions 93) (77) (72)
Restructuring charge (232) (344) -
Integration costs @) - -
Goodwill amortisation (51) (13) (12)
Provision for litigation settlement - - (76)
Operating profit* 3,282 2,593 1,885
Loss on sale or restructuring of BZW - (30) )
Profit/(loss) on disposal of other Group undertakings 214 (108) 4
Write-down of fixed asset investments - - 4)
3,496 2,455 1,882
* including (loss)/income from joint ventures and associated undertakings (2000 (£8m), 1999 (£14m), 1998 £22m).
Total assets and weighted risk assets
Total assets Weighted risk assets
2000 1999 1998 2000 1999 1998
£m £m £m £m £m £m
Retail Financial Services 80,128 41,383 39,955 47,246 26,152 25,386
Barclaycard 8,705 7343 6,195 8,523 7,210 6,113
Corporate Banking 52,869 47422 45,341 54,651 48,218 45,869
Barclays Capital 156,869 144,807 114,706 34431 32,032 29,344
Barclays Global Investors 259 232 183 653 456 207
Businesses in Transition - - 554 - - 594
Other operations and head office functions 4,380 5,383 5,279 1,536 1,810 2,287
Goodwill 4,269 183 196 - - -
Retail life-fund assets attributable to policyholders 8,711 8,040 7,085 - - -
316,190 254,793 219494 147,040 115878 109,800
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Financial review
Summary profit and loss account

Summary profit and loss account

2000

1999

1998

£m £m £m
Operating income* 9,598 8,373 7,386
Impact of Finance Act - - (40)
Operating income 9,598 8,373 7,346
Operating expenses (5,492) (5,244) (4,915)
Operating profit before provisions 4,106 3,229 2,431
Provisions for bad and doubtful debts (817) (621) (492)
Provisions for contingent liabilities and commitments 1 (1) (76)
Operating profit 3,290 2,607 1,863
Loss from joint ventures (@) () -
(Loss)/income from associated undertakings @) (13) 22
Loss on sale or restructuring of BZW - (30) (©)
Profit/(loss) on disposal of other Group undertakings 214 (108) 4
Write-down of fixed asset investments - - 4
Profit on ordinary activities before tax 3,496 2,455 1,882
* Before the impact of the Finance Act.
Barclays PLC Annual Report 2000 13



Financial review
Introduction

Introduction

The Group’s operating profit increased by 26% to £3,290m
(1999 £2,607m). The 2000 result is after accounting for
£232m of restructuring costs (1999 £344m) and a profit after
fair value amortisation of £64m reported by The Woolwich
from 25th October 2000. Earnings per share increased by
39% to 163.3p from 117.5p.

Retail Financial Services performed strongly with a 30%
increase in operating profit to £1,710m (1999 £1,312m).
Retail customers and Wealth Management profits rose 27%
and 22% to £1,124m and £522m respectively. The Woolwich’s
operating profit contribution was £64m for the last two
months of the year following the acquisition. Total costs

were held flat at £2,294m, excluding two months costs of
The Woolwich of £98m.

Barclaycard operating profit increased 4% to £418m (1999
£401m). Net interest income improved by 12% benefiting
from continued strong growth in average UK extended credit
balances. Net fees and commissions increased 9% as a result
of growth in UK transaction volumes.

Corporate Banking operating profit increased 13% to £1,070m
(1999 £947m). Net interest income rose by 6% reflecting
growth in average customer lending balances. Net fees and
commissions increased by 9% as a result of growing in lending
related fees. Costs excluding strategic investment fell by 6%.

Barclays Capital operating profit increased 30% to £403m
(1999 £311m) reflecting continued strong performances in
both the Rates and the Credit businesses. The growth in
profits was achieved despite difficult market conditions in
the second half of 2000.

Barclays Global Investors operating profit increased 51% to
£65m (1999 £43m) in a year of major investments and flat

or declining markets in most parts of the business. Total assets
under management grew to £550bn (1999 £486bn).

Total provisions for bad and doubtful debts rose by £196m, or
32%, to £817m, mainly as a result of higher levels of new and
increased provisions reflecting strong volume growth in Retail
Financial Services and Barclaycard.

The restructuring charge of £232m for 2000 primarily relates
to Retail Financial Services, Corporate Banking and Service
Provision. The staff cost charge of £171m is in respect of 4,800
job reductions, 2,700 of which were achieved in 2000.
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Non-performing lendings increased by £768m of which
The Woolwich accounted for £592m. Potential problem
lendings increased by £0.4bn reflecting overseas exposures
held by both Barclays Capital and Corporate Banking.
Excluding the impact of The Woolwich, non-performing
lendings coverage has increased from 76.4% to 81.2% while
the coverage of total potential problem lendings has
marginally fallen from 60.0% to 58.1%.

The exceptional profit of £214m included a £186m profit
on the sale of the Dial business in June 2000 and £18m profit
on the sale of Barclays Property Investment in October 2000.

Shareholders’ funds increased by a net £4,687m before
favourable exchange differences resulting from shares issued
in respect of The Woolwich acquisition (£3,359m) and profit
retentions of £1,546m after allowing for a 24% increase

in dividends to £927m. A further £311m of buy-backs were
completed in the year. Risk weighted assets increased by
£31bn or 27% to £147bn of which £19bn (13%) related to The
Woolwich. The tier 1 ratio reduced from 7.5% to 7.2% and the
total risk asset ratio was 11.0% from 11.3% at the end of 1999.
Total assets increased by £61bn in 2000, and included £37bn
of assets and £4.1bn of goodwill in respect of The Woolwich.

In 1999, Group profit before tax increased by 30% to £2,455m.
The 1999 profit was after charging £344m for restructuring
and a £75m provision for the possible cost of redress to
personal pension customers. The 1998 profit was after
charging £76m in respect of the settlement of the Atlantic
litigation and £40m from the impact of taxation changes
arising under the Finance Act.



Financial review
Analysis of results by business

Analysis of results by business

The following section analyses the Group’s performance within
the businesses, showing selected income and expenditure
information extracted from the Group’s profit and loss
account. As inter-business activities are included within these
figures, the total income and expenditure for the businesses
do not equate to the amounts reported in the Group’s results.

Retail Financial Services

Financial performance

2000 1999 1998
£m £m £m
Net interest income 2,761 2,471 2,390
Net fees and commissions 1,419 1,300 1,267
Income from long-term
assurance business* 171 44 109
Other operating income 169 143 61
Total income 4,520 3,958 3,827
Total costs (2,392) (2,326) (2,439)

Provisions for bad and
doubtful debts

Operating profit**

(418)
1,710

(320)
1,312

(246)
1,142

* 1999 figures included a £75m provision for the possible cost
of redress to personal pension customers (2000 and 1998 £nil).

** Including the two months results of The Woolwich since
acquisition and £6m of fair value adjustments.

Retail Financial Services performed strongly with a 30%, or
£398m, increase in operating profit to £1,710m. Total income
increased by 14% to £4,520m. Adjusted for the impact of the
personal pension redress provision of £75m in 1999 and for
the two months results of The Woolwich, operating profit
and total income rose 19% and 8%, respectively.

Net interest income increased 12%, to £2,761m, primarily
as a result of strong growth in lending and deposit balances.
In the UK, current accounts and average UK savings balances
benefited from good volume growth despite pressure on
margins.

Net fees and commissions grew 9%, or £119m, to £1,419m.
There was good growth in Retail Customers and Wealth
Management.

Income from long-term assurance business increased 44%

or £52m, adjusting for the £75m personal pension provisions
raised in 1999. No additional provision for possible redress for
personal pension customers has been taken in the year.

Total customer funds (excluding The Woolwich), which
include assets under management and on-balance sheet
deposits, grew 4% to £123bn (1999 £118bn). Assets under
management (excluding The Woolwich) increased 4%, or
£2bn, to £57bn, primarily due to growth in Private Banking
and managed investment portfolios. Deposits (excluding The
Woolwich) grew 6% as a result of strong growth in European
and offshore banking as well as in current accounts and UK
savings, specifically ISAs. Loans to customers (excluding The
Woolwich) rose 9% to £36bn (1999 £33bn).

For The Woolwich total customer funds were £23.5bn, assets
under management were £3.0bn, deposits were £20.5bn and
loans to customers were £32.7bn.

Total customers registered for on-line banking were 1,700,000
(1999 500,000) at the end of 2000, confirming Barclays
position as the UK’s leading on-line bank. On-line personal
customers now have 2.7 products, compared to 2.3 for all
personal current account customers.

Total costs were held flat at £2,294m after adjusting for the
impact of two months results for The Woolwich (1999
£2,326m). This was despite a significant increase in strategic
investment expenditure, up 49%, or £47m, to £143m and
higher revenue related costs up 12%, or £13m, to £125m.
Total staff costs, excluding restructuring costs, were down
2% compared with 1999 resulting principally from the job
reduction programmes carried out during 1999 and 2000.

Provisions rose 31% to £418m (1999 £320m). Adjusted for
The Woolwich and an £11m release of general provision in
1999 relating to the disposal of Merck Finck, the underlying
increase in provisions was 24%. This growth was mainly
attributable to the volume growth in personal and small
business unsecured lending and as a result of difficult market
conditions in Kenya and Zimbabwe.

Operating profit increased in 1999 by 15%, or £170m, to
£1,312m. Adjusting for the impact of the personal pension
redress provision, operating profit rose by 21%. This increase
was primarily due to an increase in net interest income arising
from strong volume growth in UK consumer lending and
strong growth in fees and commissions resulting from
increased volumes in Private Banking, Stockbrokers and UK
Premier. In addition a decrease in total costs of 5% resulted
from lower operating costs achieved through efficiency
improvements, particularly in the branch network.

Retail Customers

2000 1999 1998
£m £m £m

Net interest income 2,015 1,916 1,865
Net fees and commissions 780 735 777
Income from long-term
assurance business* 161 32 98
Other operating income 139 14 42
Total income* 3,095 2,797 2,782
Total costs (1,573) (1,588) (1,714)
Provisions for bad and
doubtful debts (398) (325) (243)
Operating profit* 1,124 884 825

* 1999 includes a £75m provision for possible redress for
personal pension customers (2000 and 1998 £nil).

Operating profit in Retail Customers increased 27%, or
£240m, to £1,124m. Adjusted for the impact of the provision
for the redress of personal pension customers of £75m during
the year ended 31st December 1999, operating profit
increased by 17% and total income by 8% to £3,095m.

Net interest income increased by 5%, mainly as a result of
good volume growth in current accounts and average UK
savings balances. Net fees and commissions increased by 6%
mainly as a result of additional current account and overdraft
lending activity and higher fee income from the Additions
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Analysis of results by business

accounts, which more than offset the absence of £19m ATM
commissions received during 1999. Additions accounts
increased by 21% to 1,050,000 (1999 871,000).

Total costs were flat at £1,573m resulting from the
implementation of a number of improvements in operational
and processing activities throughout the network, including
centralisation of call centres. These savings have been partially
offset by the additional costs associated with significant
increased strategic investment of £110m (1999 £79m) in
infrastructure, particularly in on-line banking.

Total customer funds, which include assets under
management and on-balance sheet deposits increased by
4% to £50bn (1999 £48bn). Loans to customers rose slightly
to £24bn (1999 £23bn).

UK Personal Customers

Average current account deposits increased 9% to £9.5bn

(1999 £8.7bn) reflecting the rise in the number of current
account customers due to the improvement of the current
account proposition.

Average UK savings balances grew 7% to £20.9bn (1999
£19.6bn), ahead of market growth. Overall average margins
remained broadly flat.

Average UK mortgage lending increased 7% to £17.3bn
(1999 £16.1bn). Gross new lendings remained flat at £4.8bn
(1999 £4.8bn) and market share of balances outstanding was
broadly maintained at 4%. Average margins decreased from
1.21% to 1.12% during the year as a result of a change in the
mix of products, reflecting the high level of sales of the base
rate tracker mortgages.

Average consumer lending balances increased 7% to £6.4bn.
Against a background of increasing and historically high
consumer debt, the risk assessment criteria were further
tightened to improve the overall quality of the portfolio and
as a result consumer lending balance growth was slower
than the market.

In November, individual pricing was introduced on the
Barclayloan product as part of a drive to increase product
penetration for existing customers and further improve
asset quality.

Income from payment protection and underwriting benefited
in line with improved volumes of consumer lending, overdraft,
credit card and mortgage lending.

Annual premium income of UK based unit trusts, managed
investment portfolios and life and pension products totalled
£222m (1999 £238m). Sales of managed investment portfolios
were broadly similar at £80m and sales of UK based unit trusts
were down 9% at £89m because of exceptionally high sales in
the period up to the withdrawal of PEPs in 1999. Sales of life and
pension products were down 14% at £53m,; this was primarily
as a result of the cessation of endowment sales.

In 1999 operating profit increased by 7% to £884m. Excluding
a further provision of £75m (1998 £nil) for the possible cost
of redress to personal pension customers (non-priority cases)
operating profit increased by 16%.
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UK Small Business

Total income within UK Small Business increased 9% during
the year as a result of growth in its customer base, combined
with new product development and enhanced customer
information management techniques. Deposits grew 4%

to £6.7bn and lending balances grew 8% to £1.8bn.

Fees and commissions were maintained at similar levels to
1999, despite significant continuing competitive pressures on
money transmission tariffs. Margins were also held at levels
similar to last year.

Total costs fell 4% during the year, benefiting from increased
efficiency arising from the continued centralisation of non-
customer facing activities. Removal of processing from the
branch network has enabled relationship managers
increasingly to focus on customer activity.

UK Small Business launched a series of innovative new
products and services during 2000. Most significant was the
launch in August of the internet portal Clearlybusiness.com,

a joint e-commerce development with Freeserve, which offers
advice and information on starting-up and running a
successful small business.

The number of Small Business customers registered for
on-line banking continued to grow, up 123% to 150,000
(1999 67,000).

Africa

Operating profit rose by 24%, or £24m, to £122m. Total
income across Africa increased 20% to £290m. Overall costs
increased £56m to £140m, predominantly due to the high
inflationary environment in Zimbabwe. Provisions increased
to £28m (1999 £9m), reflecting the difficult political and
economic situations experienced during the year in Kenya
and Zimbabwe.

The Woolwich

Period from
25th October to
31st December 2000

£m
Net interest income 119
Net fees and commissions 49
Income from long-term
assurance business 5
Other operating income 4
Total income 177
Total costs (99)
Provisions for bad and
doubtful debt 8)
Operating profit before
fair value amortisation 70
Amortisation of fair value adjustments (6)
Operating profit after fair value amortisation 64

Operating profit for the period from 25th October to

31st December 2000 was £70m before the amortisation of fair
value adjustments (note 55) and includes £3m of mortgage
incentives and £8m of software costs which have been written
off in accordance with Barclays’ accounting policies.
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Net new lending on UK mortgages was £2.2bn for the year
2000, 40% higher than last year and gross new lending was
£6.7bn, both representing a market share performance above
The Woolwich’s 5.3% market share of UK mortgage balances
outstanding. As a result total UK mortgage balances rose 8.4%
to £28.5bn at the end of 2000. The overall mortgage margin
based on Barclays’ accounting policies decreased slightly
during the year to 0.83%.

Retail savings balances rose to £19.0bn (1999 £18.3bn) with
increases being experienced in both UK mainland and offshore
operations. This reversed previous years’ trends of net annual
outflows which were the result of competition from both
established providers and new entrants to the market. The
overall deposit margin for the full year was maintained at
1.28% despite continuing intense competition for retail funds.

Funds under management as at 31st December 2000 were
£3bn, being composed of unit trust balances and life
assurance assets.

Total costs of £99m for the period included £14m ongoing
strategic investment expenditure primarily to support the
Open Plan proposition as well as the cost of Sedgwick
Independent Financial Consultants which became a subsidiary
in October 2000. The Woolwich exceeded its targeted number
of Open Plan customers for 2000 and ended the year with
544,000 (1999 44,000).

Wealth Management

2000 1999 1998
£m £m £m

Net interest income 634 555 525
Net fees and commissions 590 565 490
Income from long-term

assurance business 5 12 1
Other operating income 26 29 19
Total income 1,255 1,161 1,045
Total costs (721) (738) (725)
Provisions for bad and

doubtful debts (12) 5 )
Operating profit 522 428 317

Operating profit in Wealth Management increased 25%,
or £106m, to £522m after adjusting for the contribution of
£12m from Merck Finck in 1999. The principal sources of
profit growth were the UK (15% to £161m), continental
Europe (31% to £98m), the Caribbean (62% to £76m) and
offshore banking (23% to £184m).

Total income grew 10% to £1,255m, after adjusting for the
adverse impact of exchange rate movements and the sale
of Merck Finck.

Net interest income increased 14%, or £79m, to £634m as a
result of good growth in lending and deposit balances across
the businesses. Particularly strong growth was achieved in
the UK with mortgage volumes increasing 19% and also in
continental Europe where lending and deposits grew 24%
and 15% respectively on a comparable basis.

Net fees and commissions grew 10%, or £52m, to £590m on
a comparable basis. This growth is attributable to increased
investment sales, introduction of new fee-based products and
higher dealing commissions. Stockbroking volumes in the UK
increased to 8,100 average deals per day (1999 6,600), and

the leading position in the UK, as measured by retail client
orders was maintained.

Total customer funds, which include assets under
management and on balance sheet deposits, grew 9% to
£74bn (1999 £68bn excluding discontinued businesses)
despite adverse market movements. Loans to customers
grew 20% to £12bn (1999 £10bn).

Business as usual costs reduced 6%, or £46m, absorbing the
impact of inflation and volume growth through business
efficiency improvements. Strategic investment expenditure
grew £21m to £33m in 2000, arising from major initiatives
to strengthen our customer propositions. The key features
were the development of a single banking and investment
relationship for our customers including the qualification of
UK relationship managers to provide investment advice, and
the development of a seamless multi-channel service.

Across the business there are now 225,000 customers who
are registered to use internet services (1999 73,000).

In 1999 operating profit in Wealth Management rose by
35% to £428m predominantly driven by strong growth in
UK Premier Banking, Private Banking, Offshore Services,
Stockbrokers and the Continental European retail businesses.

Barclaycard
Financial performance
2000 1999 1998
£m £m £m
Net interest income 548 488 435
Net fees and commissions 521 480 456
Total income 1,069 968 891
Total costs (410) (397) (413)
Provisions for bad and
doubtful debts (239) (270) (244)
Loss from joint ventures 2 - -
Operating profit 418 401 334

Operating profit for Barclaycard increased 4% to £418m.

Net interest income increased 12% to £548m benefiting
from continued strong growth in average UK extended
credit balances, which rose 19% year on year to £5.5bn.
This compared with the market growth rate of 13%. The
proportion of interest earning balances to non-interest
earning balances was maintained at over 70%.

The net interest margin reduced compared to 1999, mainly as
a result of the balance consolidation promotions of 2000 and
the increased range of rates available to cardholders.

Recruitment of UK retail customers improved 15% on last year
to 740,000. Barclaycard has increased its share of the market
across most measures such as interest earning balances and
number of cards.

Fees and commissions increased 9% to £521m, principally
reflecting cardholder turnover which grew by 12% year on year.

Barclaycard’s international businesses in Europe recorded an
operating loss of £27m (1999 loss £16m). This resulted from
increased strategic investment expenditure and higher
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provisions as the business continued to grow. Average
extended credit balances increased 58% and the number
of cards in issue overseas increased 16% to 1.2m.

Business as usual costs fell 2% despite a rise in fraud costs.
Strategic investment spend increased £19m, to £59m
representing the development of information management
capabilities, international expansion and e-commerce
businesses. Barclaycard continues to invest in chip technology
and fraud identification systems to mitigate growth in fraud.

Provisions for bad and doubtful debts increased by 41% to
£239m (1999 £170m). This increase was attributable to strong
lending growth across the UK and international businesses and
reflecting high levels of recruitment over the last two years.

Barclaycard has continued to build on its technological
developments. It was the first UK credit card company to offer
products on the web and now has 390,000 registered users of
its website for on-line services. It also has over 80,000 active
merchant relationships, of which over 4,400 are utilising
Barclaycard’s payment systems to provide shopping facilities
on-line. In 2000, Barclaycard launched a joint venture with
Nomura called IndigoSquare. This is an internet-based
shopping portal, designed to provide a comprehensive and
easy to use on-line shopping facility with products available
from 80 retailers. The goal is to have more than 350 retailers
supplying over 5 million products to 500,000 users by the end
of 2001. IndigoSquare represents a new business opportunity
providing Barclaycard with non-traditional revenue growth.

Barclaycard’s 1999 operating profit at £401m was 20% higher

than in 1998 following strong growth in extended credit
balances and merchant transaction volumes.

Corporate Banking

Financial performance

2000 1999 1998
£m £m £m
Net interest income 1,324 1,252 1,214
Net fees and commissions 752 690 613
Other operating income (6) 1 3
Total income 2,070 1,943 1,830
Total costs (870) (863) (862)
Provisions for bad and
doubtful debts (124) (120) 2
(Loss)/income from
associated undertakings (6) (13) 21
Operating profit before
impact of Finance Act 1,070 947 991
Write-down of leases - - (40)
Operating profit 1,070 947 951

Corporate Banking operating profit increased 13% to £1,070m
in 2000. This reflected the combined effect of continued
growth in total income of 7%, a significant increase in strategic
investment and an increase in overseas provision levels.

Net interest income rose 6%. Average customer lending
balances increased 10% to £47bn as a result of strong growth
in UK lending and in the rest of Europe. Average customer
deposit balances increased 6% to £37bn.
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UK middle market lending volumes grew strongly, resulting
from the implementation of the new sales strategy, providing
relationship managers with a more focused sales management
approach, together with mobile working technology. Lending
growth was concentrated towards larger and higher quality
customers and as a result the overall quality of the portfolio
has improved. The Sales Financing product range, which
includes factoring and invoice discounting, saw rapid growth
in total volumes, up 63% to £7.1bn. This resulted from the
ongoing investment programme to develop this business.

Growth in customer lending within the rest of Europe was
predominantly in the established operations in Germany and
France. Lending exposure to Latin America fell.

UK lending margins were maintained in line with the improved
quality of the lending portfolio. Overseas margins were held as
stability returned to Latin American markets.

The growth in average UK deposits was stronger in branch
based accounts which attract a higher margin compared with
treasury deposit products. As a result, the overall deposit margin
was maintained, despite competitive pressures and a reduced
contribution from non-interest bearing current accounts.

Net fees and commissions increased 9% to £752m. Lending
related fees rose strongly as a result of the growth in the use
of on and off balance sheet financing products and strong
sales of products relating to structured trade and export
finance. Money transmission income reduced slightly due to
intensifying competitive pressure. Foreign exchange related
income increased in line with volume growth. Increased use
of electronic products, such as BusinessMaster, has led to over
35% of UK corporate customers now being registered for
these services.

The loss from associated undertakings primarily reflected
the Group’s Brazilian associate, Banco Barclays e Galicia SA.

Costs excluding strategic investment fell 6%, with the
continued reduction in headcount and the sale of Dial

(the contract hire business) in June 2000 being contributory
factors. There was a significant increase in strategic
investment to £93m (1999 £37m) including investment in
Barclays B2B.com and enhancements to the Corporate
Banking middle market franchise.

In collaboration with Accenture and Oracle, Barclays B2B.com
was created in 2000 to e-enable the delivery of business
services to companies with a turnover of between £56m and
£250m. Its initial offering, the Barclays B2B exchange, has
created a secure marketplace enabling buyers and sellers

to benefit from lower processing costs and increased
management control in their business transactions. Barclays
B2B.com had over 2,000 businesses registered to trade on-line
at the end of 2000.

The net provisions charge increased to £124m (1999 £120m)
and included a charge for two larger non-UK items. The net
charge was also impacted by lower levels of releases and
recoveries at £76m (1999 £85m). UK provisions, while showing
a slightly rising trend, currently remain at relatively low levels.

Corporate Banking operating profit in 1999 (excluding the
impact of a £40m write down in lease receivables in 1998),
reduced by £44m or 4% to £947m as a result of a reduction
in the level of releases and recoveries to £86m (1998 £168m).
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Barclays Capital

Financial performance

Barclays Global Investors

Financial performance

2000 1999 1998 2000 1999 1998
£m £m £m £m £m £m
Net interest income 483 400 417 Net fees and commissions 435 318 277
Dealing profits 672 549 (38) Net interest income 10 6 9
Net fees and commissions 268 163 159 Other operating income (@) 1 1
Other operating income 39 40 42 Total income 444 325 287
Total income 1,462 1152 580 Total costs (379) (281) (236)
Total costs (998) (805) (701) Loss from associated undertakings - (D) -
Provisions for bad and . -
doubtful debts (61)  (36) (160) 2perating profit 65 43 51
Operating profit 403 311 (281) Operating profit grew 51% to £65m in a year of major

Operating profit increased 30% to £403m reflecting continued
strong performance in both the Rates and the Credit businesses.
The growth in profits was achieved despite difficult market
conditions in the second half of 2000.

Dealing profits rose 22%, or £123m, to £672m. The Rates
businesses continued to perform well, in particular interest rate
derivatives. In the Credit businesses, equity derivatives and credit
repackaging made good contributions but in the second half
these were in part offset by difficult market conditions in the
secondary bond market due to the widening of credit spreads.

Risk management continued to be an important focus.
Operating profit growth significantly exceeded the increase in
risk utilisation; average daily value at risk (DVAR) increased 9%.

Net interest income increased 21% to £483m primarily as a
result of continued strong growth in revenues from structured
capital markets and the credit portfolio.

Net fees and commissions rose 64% to £268m reflecting the
increased number and size of transactions completed in the
Credit businesses. Fees and commissions growth was strong
across all the Credit businesses, in particular primary loans,
primary bonds and structured capital markets. Primary loans
activity included large acquisition related lending across
Europe, America and Asia, while in primary bonds, Barclays
Capital strengthened its position in euros and maintained its
leading position in sterling new issues.

Provisions for bad and doubtful debts grew 69% to £61m
(1999 £36m) and were mainly related to overseas exposures.

Total costs rose 24% to £998m (1999 £805m). Revenue
related costs grew due to higher performance related
remuneration. There was also increased strategic investment
in product, client coverage and distribution capabilities, most
notably the distribution and coverage networks in Germany,
France and Switzerland.

Business as usual costs increased 4%, mainly reflecting growth
in headcount in the second half of the year. Headcount
increased by 8% over the previous year.

The 1999 operating profit of £311m, compared to an
operating loss of £281m in 1998, was a result of stability
returning to the world credit markets.

investments and flat or declining markets in most parts of the
business. This was mainly as a result of a 37% growth in fees
and commissions. This revenue growth resulted from strong
active product growth and performance, which generated
significant incentive fees (active fees comprised almost 50% of
total fees and commissions). There was also strong securities
lending revenue growth, reflecting value chain extension
strategies to enhance the profitability of indexing.

Total assets under management grew 13% to £550bn from
£486bn at 31st December 1999; £34bn of the increase was
attributable to net new business and £30bn was attributable
to market and exchange rate translation movements. Assets
under management consist of £435bn of indexed funds and
£115bn under advanced active management. Most
geographical regions experienced good growth in assets.

The strong profit performance was achieved notwithstanding
a 21% increase in business as usual costs which largely
reflected the growth in business volumes. Strategic investment
expenditure increased to £51m (1999 £35m) with investments
aimed at ensuring sustained growth and increased market
share in one of the fastest growing sectors in the financial
services industry. Revenue related costs grew £31m with a
53% increase in performance related remuneration reflecting
the strong revenue and profit performance for the year.

Notable accomplishments in 2000 include a successful and
extensive launch of iShares (exchange-traded funds) in the US,
UK and Canada; the introduction of several new Advanced
Active products in the US, UK and Europe; and first-to-market
internet-based product and service offerings that both open
new markets to BGI and enhance client service.

Operating Profit in 1999 declined by £8m and costs rose by
£45m reflecting the doubling of strategic investments (£28m).
Fees and commissions increased by 15% and assets under
management by 31% because of growth in assets, favourable
market conditions and new markets for securities lending.
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Businesses in Transition

Financial performance

2000 1999 1998
£m £m £m
France in Transition - - 18
United States Transition - - 19
Other Businesses in Transition - - 1
- - 48
Former BZW businesses - - (33)
Operating profit - - 15

These asset portfolios, which continue to be managed
down, have been reported primarily within Other operations
since 1999.

Other operations

Financial performance

2000 1999 1998

£m £m £m
Property management 41 21 an
Central services (75) (52) (52)
Management of Group capital 33 44 (98)
Operating (loss)/profit (@) 13 (167)

The increased surplus on Property management reflects an
increase in the profit on disposal of properties (2000 £11m,

1999 £3m) and an increase in costs recharged to Group
businesses. The Central services deficit for the year increased by
£23m as a result of increased strategic investment in e-commerce
and other infrastructure technology by Service Provision.

The surplus reported in Management of Group capital is
attributable to credits arising in transition businesses that are
managed centrally. These have been partly offset by a deficit
from the central management of Group capital, compared with
a surplus in 1999. This is mainly attributable to increased
interest allocations to business groups, reflecting higher short-
term interest rates and increased usage of regulatory capital by
individual businesses. The basis of allocation to the businesses
remains in line with previous years. Lower average medium
term rates have also had an adverse effect on the earnings
from capital balances as have the costs of share buy-backs.

Head office functions

Financial performance

2000 1999 1998
£m £m £m
Operating costs (93) (77) (72)
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Results by nature of income
and expense

In the tables below, income and cost totals excluding, where
appropriate, the results of The Woolwich, related integration
costs, restructuring costs, the results of former BZW businesses
and the write-down of leases are shown to assist in the analysis
of the ongoing business performance.
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Net interest income (£bn)

Net Interest Income

2000 1999 1998
£m £m £m
Interest receivable 11,788 9,320 9,952

Interest payable
Profit on redemption/

(6,635) (4,696) (5,604)

repurchase of loan capital 2 3 3
5155 4,627 4,351

Write-down of leases - - (40)
5SS 4,627 4,311

Excluding The Woolwich,

former BZW businesses

and write-down of leases 5068 4627 4,353

Net interest income increased 11% to £5,155m. Adjusting for
the impact of The Woolwich acquisition (including interest
forgone on the cash element of the acquisition cost), loss of
interest income arising from the share repurchases and
business disposals, underlying net interest income also
increased by 11%.

In Retail Financial Services net interest income increased 7%
to £2,649m excluding net interest arising in The Woolwich.
This was primarily as a result of strong growth in Wealth
Management and increased UK lending and deposit balances.
In Wealth Management, particularly strong growth was
achieved in the UK, with average Premier Banking mortgage
balances increasing by 19% and, in continental Europe,
where average lendings and deposits grew by 24% and 15%
respectively. In Small Business average deposits grew by 4% to
£6.7bn and average lending balances grew 8% to £1.8bn. In
UK Personal Customers, current accounts and average savings
balances benefited from good volume growth, despite some
pressure on margins. Excluding The Woolwich, the overall UK
retail lending margin reduced primarily as a result of pricing
decisions in respect of consumer lending products and a
change in mix of mortgage products. The overall UK retail
deposit margin, excluding The Woolwich, experienced some
downward pressure in the second half of the year.

Net interest income in Barclaycard improved 12% to £548m
benefiting from continued strong growth in average UK
extended credit balances which rose 19% year on year to
£5.5bn. This compared with the market growth rate of 13%.
The net interest margin fell slightly compared to 1999, mainly
as a result of the balance consolidation promotions of 2000
and the increased range of rates available to cardholders.

Corporate Banking net interest income rose 6% to £1,324m.
Average customer lending balances increased 10% to £47bn
as a result of strong growth in UK lending and in the rest of
Europe. Average customer deposit balances increased 6% to
£37bn with relatively strong growth in the UK. The overall UK
lending margin in Corporate Banking was maintained in line
with the improving quality of the portfolio.

In Barclays Capital net interest income increased 21% to £483m
primarily as a result of continued strong growth in revenues
from structured capital markets and the credit portfolio.

Overall banking margins reduced to 3.11% from 3.40% as

a result of increased volumes in lower margin wholesale
business in Barclays Capital and also reductions in UK margins
in Retail Financial Services, Barclaycard and Corporate
Banking. Additionally, the two month impact of the acquisition
of The Woolwich on the Group’s mix of interest earning assets
has been to reduce the Group margin by 6 basis points.

The benefit of free funds was flat at 0.51% (1999 0.52%).
The rise in short-term market rates of interest reduced the
contribution to the net margin from the central management
of Group interest rate exposure to 0.05% from 0.21%. The
overall benefit of free funds on a hedged basis has reduced

to 0.56% from 0.73% in 1999 as a result of a decrease in the
effective rate of the hedge and a reduction in the proportion
of free funds to interest earning assets.

In 1999 net interest income increased by £274m or 6%
excluding the contribution from the former BZW businesses and
the write-down of leases. This reflected volume growth in Retail
Financial Services and Corporate Banking and an improved
contribution from the central management of Group capital.
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Prevailing average Interest rates

2000 1999 1998
% % %
UK:
Barclays Bank PLC base rate 5.96 535 723
London Inter-Bank Offered
Rate (LIBOR):
three month sterling 6.10 5.54 743
three month eurodollar 6.47 5.37 4.90
United States prime rate 9.24 7.99 8.36
Average interest earning assets and liabilities —
banking business
2000 1999 1998
£m £m £m
Average interest earning assets:
Group 166,200 136,267 127,396
Domestic 104,845 87407 82,095
International 61,355 48,860 45,301
Average interest bearing liabilities:
Group 147,367 118,496 109,225
Domestic 89,130 73,850 66,492
International 58,237 44,646 42,733
Yields, spreads and margins — banking business
2000 1999 1998
% % %
Gross yield (a)
Group 7.09 6.84 7.81
Domestic 7.90 7.66 8.90
International 571 5.38 5.84
Interest spread (b)
Group 2.60 2.88 2.69
Domestic 354 3.89 340
International 1.01 110 1.30
Interest margin (c)
Group 311 3.40 342
Domestic 419 4.47 4.44
International 1.25 1.47 155
Notes

(a) Gross yield is the interest rate earned on average interest

earning assets.

(b) Interest spread is the difference between the interest rate
earned on average interest earning assets and the interest rate
paid on average interest bearing liabilities.

(c) Interest margin is net interest income as a percentage of

average interest earning assets.

Domestic business is conducted primarily in sterling and is
transacted by Retail Financial Services, Barclaycard, Corporate
Banking, Barclays Capital and Group Treasury. International
business is conducted primarily in foreign currencies.
In addition to the business carried out by overseas branches
and subsidiaries, international business is transacted in the
UK by Barclays Capital, mainly with customers domiciled

outside the UK.
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The yields, spreads and margins shown opposite have been
computed on this basis, which generally reflects the domicile
of the borrower. They exclude profits and losses on the
redemption and repurchase of loan capital, one-off write-
downs of leases and the unwinding of the discount on vacant
leasehold property provisions.

The net interest income and average balances of the trading
business are shown separately on the average balance sheet
on pages 28 and 29.

Net fees and commissions

2000 1999 1998
£m £m £m
Fees and commissions receivable 3,689 3,207 3,008

Less: fees and commissions
payable (320) (275) (229)
3,369 2,932 2,779

Excluding The Woolwich

and former BZW businesses 3,320 2,932 2,771

Net fees and commissions, excluding The Woolwich, increased
13% to £3,320m reflecting strong growth in Barclays Global
Investors and Barclays Capital and good performances in the
other businesses.

In Barclays Global Investors fee income increased by 37% to
£435m driven by strong active product growth and
performance which has generated significant incentive fees.
Fees on active products comprised almost 50% of total fees
and commissions. The increase also reflects strong securities
lending revenue growth and a net increase in assets under
management of 13% despite flat or declining global markets.

Net fees and commissions in Barclays Capital rose 64%

to £268m reflecting the increased number and size of
transactions completed in the Credit businesses. Growth

was strong across all the Credit businesses, in particular,
primary loans, primary bonds and structured capital markets.

In Retail Financial Services, fees and commissions, excluding
The Woolwich increased 5% to £1,370m. Within Retail
Customers net fees increased 6% mainly as a result of
additional current account and overdraft lending activity and
higher fee income from Additions accounts. In Wealth
Management, fees and commissions grew 10% to £590m

on a comparable basis (including adjustments for disposals)
reflecting increased investment sales, introduction of new
fee based products and higher dealing commissions.

Corporate Banking fees increased 9% to £752m. Lending related
fees rose strongly and foreign exchange income increased in

line with volume growth. Money transmission income reduced
slightly due to intensifying competitive pressures.

In Barclaycard, fees and commissions increased 9% to £521m,
principally reflecting cardholder turnover which grew by 12%
year on year.

Corporate Banking and Retail Financial Services fees and
commissions include £120m (1999 £100m) in respect of
foreign exchange income on customer transactions with
Barclays Capital.

In 1999 net fees and commissions were 6% higher at £2,932m
reflecting strong performances in all businesses.
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Dealing Profits

Other operating Income

2000 1999 1998 2000 1999 1998
£m £m £m £m £m £m

Rates related business 536 397 134 Dividend income from equity shares 14 12 10
Credit related business 141 159 (176) Profits on disposal of investment

securities 45 11 411

il 88 (42) Income from the long-term

Excluding The Woolwich assurance business 171 44 109
acquisition and former Property rentals 22 27 44
BZW businesses 677 556 (36) Premium income on insurance

underwriting 126 102 31
Dealing profits rose 22% with almost all the Group’s dealing Other income 19 32 63
profits arising in Barclays Capital. The Rates businesses 397 58 208
continued to perform well, in particular interest rate
derivatives. In the Credit businesses, equity derivatives and Excluding The Woolwich 388 258 298

credit repackaging made good contributions, but in the second
half these were in part offset by continuing difficult market
conditions in the secondary bond market due to the widening
of credit spreads.

Total foreign exchange income for the year was £388m (1999
£380m) and consisted of the revenues earned from both retail
and wholesale activities. The foreign exchange revenue earned
by Retail Financial Services and Corporate Banking on
customer transactions is reported within fees and commissions.

Dealing profits in 1999 increased by £592m as a result of
stability returning to the world credit markets.
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Income from the long term assurance business increased
£52m adjusting for the £75m provision for possible redress
to personal pension customers (non priority cases), which
was raised during 1999. The increase in 2000 benefited from
reductions in costs charged to the funds, a net £18m increase
from applying current actuarial assumptions and £5m from
the inclusion of Woolwich Life. Total provisions of £226m,
including £16m in The Woolwich, have been raised to date
for the cost of the redress for personal pension customers

for priority and non-priority cases, of which £97m remains
unutilised as at 31st December 2000. The result of the long
term assurance business is after charging costs borne directly
in the funds of £146m (1999 £165m).

Premium income on insurance underwriting increased to £126m
(1999 £102m), benefiting from improved volumes of consumer
lending, overdrafts, mortgages and credit card lending.

In 1999 other operating income was £40m lower than in 1998.
Increased premium income on insurance underwriting was
offset by the £75m charge in respect of the possible cost of
redress to personal pension customers (non-priority cases),
lower property rentals and reduced other income.

Administrative expenses — staff costs

2000 1999 1998
£m £m £m
Salaries and accrued incentive
payments 2,559 2,387 2,211
Social security costs 178 190 173
Pension costs (31) 38 37
Post-retirement health care 1 15 17
UK profit sharing 96 80 88
Other staff costs 416 347 285
3,219 3,057 2,811
Included above:
The Woolwich 42 - -
Integration costs 1 - -
Restructuring charge 171 192 -
Former BZW businesses - - 22
Excluding The Woolwich,
integration costs, restructuring
charge and former BZW businesses 3,005 2,865 2,789
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Staff numbers

2000 1999 1998
Retail Financial Services** 49,900 46,100 49,100
Barclaycard 3,900 3,600 4,000
Corporate Banking 9,700 11,400 11,500
Barclays Capital 4,300 4,000 4,400
Barclays Global Investors 2,100 1,700 1,500
Other operations 4,900 7100 7,600
Head office functions 500 400 400
Businesses in Transition - - 100
Staff numbers (period end)* 75,300 74,300 78,600

* Staff numbers do not include temporary and agency staff of
4,800 (31st December 1999 3,600, 31st December 1998
4,000) whose costs are included in staff costs.

** Staff numbers also exclude 1,000 UK regulated sales force
and field sales managers (31st December 1999 1,000) and
1,100 administrative staff (31st December 1999 1,300) whose
costs are borne within the long-term assurance fund.

Of the 75,300 staff at 31st December 2000, 58,200 (including
1,200 in the Channel Islands and Isle of Man) were based in
the UK, 4,400 in other EU countries, 2,700 in the United States
and 10,000 in the Rest of the world.

78.6
74.3
75.3

1998 1999 2000*

Staff numbers (000's)

* Including 6,500 in respect of The Woolwich

Staff costs

Staff costs excluding the restructuring charge and costs relating
to The Woolwich increased 5% to £3,005m. Salaries and
accrued incentive payments rose by 7% largely reflecting
increased performance related payments in Barclays Capital
and BGI. Excluding performance related payments, salary costs
across the Group were flat compared with 1999. In Retail
Financial Services, Corporate Banking and Service Provision
savings from job reductions offset the impact of the annual

UK pay award.

Pension costs include a £74m credit (1999 £nil) in respect
of the Group’s main UK schemes following a review of the
assumptions relating to the surplus and the continued nil
contribution.
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In 1999 staff costs, excluding the restructuring charge and
costs in relation to former BZW businesses, rose by 3% over
1998. The increase reflected higher performance related
payments in Barclays Capital in line with improved profitability.
Underlying staff costs, excluding performance related
payments, were slightly below 1998 levels.

Staff number reduction in 2000

Excluding The Woolwich, staff numbers decreased by 5,500 to
68,800, primarily as a result of continuing job reductions in
the UK. The reduction in staff numbers relating to the 2000
restructuring programme amounted to 2,700 with a further
1,500 attributable to the 1999 programme where the notice
process was underway at the end of 1999. The reduction in
Corporate Banking staff numbers includes 700 as a result of
the sale of Dial. Staff numbers also reduced by a net 600 as a
result of outsourcing and other movements.

In addition to the 4,200 staff who have left the Group in 2000
under the 2000 and 1999 restructuring programmes, a further
2,100 staff were in the process of being served notice at 31st
December 2000 and are covered by the 2000 restructuring
charge of £171m (total jobs affected 4,800).

The increases in Barclays Capital, Barclays Global Investors
and Barclaycard staff numbers reflected increased business
volumes and investments in new activities.

Administrative expenses — other

2000 1999 1998
£m £m £m
Property and equipment expenses
Hire of equipment 20 21 28
Property rentals 157 218 195
Other property and
equipment expenses 641 613 635
818 852 858
Other administrative expenses
Stationery, postage and telephones 261 236 230
Advertising and market
promotion 221 190 225
Travel, accommodation and
entertainment 123 17 113
Subscriptions and publications 65 58 46
Securities clearing and other
operational expenses 26 20 49
Sundry losses, provisions and
write-offs 115 78 53
Statutory and regulatory audit
and accountancy fees 7 6 6
Consultancy fees 158 121 126
Professional fees 99 88 91
Other expenses 74 11 32
1,967 1,807 1,829
Included above:
The Woolwich 47 - -
Integration costs 6 - -
Restructuring charge 61 152 -
Former BZW businesses - - 17
Excluding The Woolwich,
integration costs, restructuring
charge and former BZW businesses 1,853 1,655 1,812
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Administrative expenses increased by 12% to £1,853m,
excluding operational costs of The Woolwich following
acquisition, integration costs and restructuring costs.

Advertising and market promotion expenditure returned to
pre-1999 levels; increased stationery, postage and telephone
expenses was in part volume related; consultancy fees
increased primarily as a result of strategic project initiatives.
Increased fraud losses reflecting industry experience are
reflected in sundry losses.

Administrative expenses in 1999 included £152m in respect
of the 1999 restructuring programme, of which £87m related
to provisions for future costs on surplus leasehold properties.
Excluding this charge and the costs of the former BZW
businesses in 1998, there was a fall in the costs of the ongoing

The credit risk general provision charge was £40m compared to
a release of £16m in 1999. The charge for general provision was
mainly in respect of Barclays Capital and Corporate Banking.

The net provision charge for the period as a percentage of
average banking loans and advances was 0.67% compared
with 0.58% in 1999.

In 1999 the net charge for provisions rose by £129m to £621m
largely reflecting volume growth in UK consumer lending and
extended credit transactions at Barclaycard and to a lesser
extent less favourable economic factors that affected the first
half of 1999.

Provisions for contingent liabilities and commitments

N 2000 1999 1998
businesses of £157m to £1,655m. Em £m £m
Depreciation and amortisation (@) 1 76

2000 1999 1998 The charge in 1998 related to the contribution to the

Em Em EM overall settlement to the Administrators of British and

Property depreciation 85 93 88 Commonwealth Holdings PLC.
Equipment depreciation 166 170 172
Loss on sale of equipment 4 4 5 (Loss)/profit from joint ventures
Write back of surplus properties - - (2) and associated undertakings

255 267 263 2000 1999 1998
Goodwill amortisation £m £m £m
— The Woolwich 38 = — Loss from joint ventures (@) (1) -
— other 13 13 12 (Loss)/Income from associated

306 280 275 undertakings @) (13) 22
Excluding The Woolwich 250 280 275 ®  (14) 22

Goodwill amortisation relating to The Woolwich acquisition
is based on total goodwill of £4,121m and an estimated
economic life of 20 years which will result in a charge of
£206m per annum, £38m for the period from 25th October
2000 to 31st December 2000.

Provisions for bad and doubtful debts

2000 1999 1998
£m £m £m
Credit risk provision charge/(release)
specific 782 637 505
general 40 (16) (20)
Country risk provision charge/(release)
specific (5) () (13)
general - 2 20
817 621 492
Excluding The Woolwich 809 621 492

The net provisions charge rose 32% to £817m (including £8m
relating to The Woolwich). The increase in the net specific
credit risk charge reflected both an increase in new and
increased provisions of £94m and a reduction in releases and
recoveries of £51m.

The rise in new and increased provisions primarily relates

to Retail Financial Services and Barclaycard with both
experiencing increased volumes. Corporate Banking
experienced new provisions in respect of two larger individual
customers as well as lower releases and recoveries. £33m of
the £124m charge in Corporate Banking related to overseas
specific provisions. There was an increase in provisions in
relation to overseas exposures in Barclays Capital.

The loss from associated undertakings in 2000 and 1999
largely arose in the Group’s Brazilian associate Banco Barclays
e Galicia SA.

Loss on sale or restructuring of BZW

2000 1999 1998
£m £m £m
- (30) (3)
Profit/(loss) on disposal of other Group undertakings
2000 1999 1998
£m £m £m
214 (208) 4

The profit on disposal of other Group undertakings includes a
£186m profit on the sale of Dial in June 2000 and £18m profit
on the sale of Barclays Property Investment Management in
October 2000.

The loss on disposal of other Group undertakings in 1999
includes a £117m loss (after £138m charge for goodwill which
had been previously written off to reserves) on the sale of
Merck Finck in March 1999.
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Results by nature of income and expense and Total assets and liabilities

Tax
The overall tax charge is explained in the following table:

2000 1999 1998

£m £m £m
Tax charge at average UK corporation
tax rate of 30%
(1999 30.25%, 1998 31%) 1,049 743 583
Deferred tax adjustments for
the leasing business - - (18)
Prior year adjustments 9 (44) 18
Effect of change in non-allowable
general provisions 24 4 -
Effect of non-allowable property
write-downs and depreciation 6 7 9
Net effect of differing tax rates
overseas (43) (34) (21)
Net effect of overseas losses not
available for relief in the UK 5) - (16)
Other non-allowable expenses 16 9 1
Gains covered by capital losses
brought forward (53) - 4
Other items (59) (41) (42)
Overall tax charge 944 644 520
Effective tax rate % 270 26.2 276

The increase in the effective rate to 27.0% from 26.2% in 1999
reflects the gain on the sale of Dial being sheltered by capital
gains tax losses offset by an increase in non-allowable general
provisions and the effect of prior year adjustments.

Restructuring charge

In 2000 the Group incurred a restructuring charge of £232m
(1999 £344m) of which £134m related to Retail Financial
Services with the remainder arising mainly in Corporate
Banking and Central Services. The 1999 charge related to job
reductions in the UK, principally in Retail Financial Services
and Corporate Banking, and in certain international operations
of Retail Financial Services.

£171m of the £232m restructuring charge is contained within
staff costs (1999 £192m) and relates to some 2,700 job
reductions in 2000 (1999 5,300) and a further 2,100 staff
(1999 900) who were in the process of being served notice
at the year end.

Administrative expenses charged in connection with the
restructuring amounted to £61m (1999 £152m).

Related expenditure of £166m was incurred in the year against
the provisions raised for the 1999 programme and a further
£118m in respect of the 2000 programme. The accrued
provision at 31st December 2000 amounted to £132m

(1999 £184m).
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Total assets and liabilities
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The Group’s balance sheet grew £61bn, or 24%, to £316bn in
2000, and included £37bn of assets and £4.1bn of goodwill in
respect of The Woolwich. This compared to a 16% increase in
1999. Weighted risk assets rose 27% to £147bn, of which
£19bn (13%) relates to The Woolwich.

Retail Financial Services assets (excluding The Woolwich)
grew 6% to £44.1bn, compared with a 4% increase in 1999.
Weighted risk assets were 9% higher at £28.5bn. Consumer
lending balances in the UK increased by 5% to £6.5bn over
the year and mortgage outstandings grew by 6% to £17.7bn.
Wealth Management assets have grown strongly across most
business units, with particularly high growth in UK Premier
Banking and Iberia.

The assets of Barclays Capital increased 8%, to £157bn

(1999 £145bn). This was largely due to a £10bn increase in the
holdings of debt securities across both the Rates and Credit
businesses and a £2bn increase in reverse repos and stock
lending assets due to increased customer financing. Total
weighted risk assets increased 7% to £34bn (1999 £32bn)

in line with the increase in assets.

Corporate Banking assets grew 13% to £53bn, adjusted for
the sale of Dial (1999 £47bn). Weighted risk assets increased
by 13% to £55bn on the same basis. UK middle market lending
grew strongly, particularly to larger and higher quality
customers. Lending volumes in the international business
continued to grow strongly in Europe while volumes in Latin
America reduced. In 2000 the sale of Dial reduced total assets
by £800m.

Barclaycard assets grew £1.4bn, or 19%, to £8.7bn in 2000
reflecting strong growth in credit card outstandings in the
UK and Europe. Weighted risk assets increased by 18%.

Assets of other operations fell by £1bn mainly because of
lower holdings of government loan stock.

Retail life fund assets, excluding The Woolwich (E721m),
reduced by £50m.
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Repo transactions

Under a repo (sale and repurchasing agreement), an asset is
sold to a counterparty with a commitment to repurchase it at
a future date at an agreed price. The Group engages in repos
and also in reverse repos, which are the same transaction in
the opposite direction, the Group buying an asset with a fixed
commitment to resell. The Group aims to earn spread and
trading income from these activities as well as funding its own

holdings of securities.

The following amounts were included in the balance sheet for
repos and reverse repos and are reported on a net basis where

permitted:
2000 1999 1998
£m £m £m
Reverse repos (assets)
Loans and advances to banks 25595 26,040 14,952
Loans and advances to customers 20,758 19910 10,635
46,353 45950 25,587
Repos (liabilities)
Deposits by banks 16,275 16,631 6,512
Customer accounts 17,053 17422 11,200
33328 34,053 17,712

The average and maximum amount of reverse repos for

2000 were £48,952m and £60,356m (1999 £35,495m and

£47,468m, 1998 £39,174m and £62,913m) respectively.

The average and maximum amount of repos for 2000 were
£40,462m and £52,163m (1999 £29,671m and £39,099m,

1998 £32,181m and £55,274m) respectively.
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Average balance sheet and net interest income (year ended 31st December)

2000

1999

1998

Average Average Average Average Average Average
balance Interest rate balance Interest rate balance Interest rate
£m £m % £m £m % £m £m %
Assets
Treasury bills and other eligible bills:
in offices in the UK 4491 146 23 3,697 175 47 2,445 154 6.3
in offices outside the UK 844 88 104 898 90 10.0 963 103 10.7
Loans and advances to banks:
in offices in the UK 6,579 855 54 7,762 361 47 10,561 605 5.7
in offices outside the UK 6,361 397 6.2 8,224 442 54 11,138 535 4.8
Loans and advances to customers:
in offices in the UK 83,651 6,810 81 68,752 5,549 81 62,304 5,757 9.2
in offices outside the UK 20,693 1,298 6.3 16,154 893 55 11,596 863 74
Lease receivables:
in offices in the UK 4,683 316 6.7 5,059 346 6.8 5,499 452 8.2
in offices outside the UK 366 39 10.6 537 67 125 240 21 8.8
Debt securities:
in offices in the UK 26,973 1,630 6.0 15,256 851 56 13,804 910 6.6
in offices outside the UK 11,559 709 6.1 9,928 546 B3 8,846 552 6.2
Average assets of banking business 166,200 11,788 71 136,267 9,320 6.8 127396 9,952 78
Average assets of trading business 98,156 4,808 49 67278 3,655 54 77599 3,809 4.9
Total average interest
earning assets 264,356 16,596 6.3 203545 12,975 6.4 204,995 13,761 6.7
Provisions (2,115) (1,955) (1,847)
Non-interest earning assets 43,125 42,526 39,957
Total average assets and
interest income 305,366 16,596 54 244116 12,975 53 243105 13,761 57
Percentage of total average assets
in offices outside the UK 314 31.0 29.6
Average interest earning assets
and net interest income:
Banking business 166,200 5,161 31 136,267 4,630 34 127396 4,352 34
Trading business 98,156 (216) (0.2) 67278 (31) - 77599 (25) -
Write-down of leases - - - - (40) -
Discount rate adjustment
on provisions ) - (6) - 4) -
Profit on redemption/repurchase
of loan capital 2 - 3 - 3 -
Total average interest earning
assets and net interest income 264,356 4,939 19 203,545 4,596 2.3 204,995 4,286 21
Total average interest earning assets
related to:
Interest income 16,596 6.3 12,975 6.4 13,761 6.7
Interest expense (11,651) 4.4 (8,376) 4.1) (9/434) (4.6)
Write-down of leases - - - - (40) -
Discount rate adjustment on provisions () - (6) - 4) -
Profit on redemption/repurchase of
loan capital 2 - 3 - 3 -
4,939 1.9 4,596 23 4,286 21
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Average balance sheet and net interest income (year ended 31st December)

2000 1999 1998
Average Average Average Average Average Average
balance Interest rate balance Interest rate balance Interest rate

£m £m % £m £m % £m £m %

Liabilities and shareholders’ funds

Deposits by banks:

in offices in the UK 21,465 932 43 14,210 479 34 17911 719 4.0

in offices outside the UK 13,736 545 40 11,506 460 40 11,726 505 43

Customer accounts —

demand deposits:

in offices in the UK 13,302 220 1.7 12,786 168 1.3 11,072 201 1.8

in offices outside the UK 1,707 50 29 1,827 35 19 2,088 44 21

Customer accounts —

savings deposits:

in offices in the UK 27,349 1,005 37 24517 772 31 22635 1,110 49

in offices outside the UK 1,312 62 4.7 1,307 55 4.2 1,120 63 5.6

Customer accounts —

other time deposits - retail:

in offices in the UK 28,639 1,634 57 23,998 1,231 51 22,703 1,574 6.9

in offices outside the UK 5,785 316 515 5,076 234 4.6 5,262 266 51

Customer accounts —

other time deposits — wholesale:

in offices in the UK 22,596 1,165 52 19555 848 4.3 17,379 890 51

in offices outside the UK 10,005 553 55 6,067 306 50 5,904 307 52

Debt securities in issue:

in offices in the UK 19,904 1,057 53 15,656 777 50 14,554 913 6.3

in offices outside the UK 7,279 457 6.3 7130 379 53 6,181 340 BHI5)

Dated and undated loan capital

and other subordinated liabilities

principally in offices in the UK 4643 335 72 4,092 263 6.4 3,372 244 72
Internal funding of trading business (30,355) (1,704) 56 (29231) (1,317) 45 (32,682) (1,576) 438

Average liabilities of

banking business 147,367 6,627 45 118,496 4,690 40 109225 5,600 51
Average liabilities of

trading business 98,297 5,024 51 71,535 3,686 52 79513 3,834 4.8
Total average interest

bearing liabilities 245664 11,651 4.7 190,031 8,376 44 188,738 9,434 5.0
Interest free customer deposits:

in offices in the UK 9,468 8,677 8,333

in offices outside the UK 1,858 1,597 1,278

Other non-interest

bearing liabilities 37,637 35,190 36,652

Minority and other interests

and shareholders’ funds 10,739 8,621 8,104

Total average liabilities, shareholders’

funds and interest expense 305,366 11,651 3.8 244116 8,376 34 2437105 9,434 39
Percentage of total average non-capital

liabilities in offices outside the UK 30.5 30.3 30.0

Notes

(a) Loans and advances to customers and banks include all doubtful lendings, including non-accrual lendings. Interest
receivable on such lendings has been included to the extent to which either cash payments have been received or interest
has been accrued in accordance with the income recognition policy of the Group.

(b) Average balances are based upon daily averages for most UK banking operations and monthly averages elsewhere.

(c) The average balance sheet does not include the retail life-fund assets attributable to policyholders nor the related liabilities.
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Changes in net interest income — volume and rate analysis

The following table allocates changes in net interest income between changes in volume and changes in interest rates for the
last two years. Volume and rate variances have been calculated on the movement in the average balances and the change in
the interest rates on average interest earning assets and average interest bearing liabilities. Where variances have arisen from

changes in both volumes and interest rates, these have been allocated proportionately between the two.

2000/1999 Change due
to increase/(decrease) in:

Total Total

1999/1998 Change due
to increase/(decrease) in:

change Volume Rate change Volume Rate
£m £m £m £m £m £m
Interest receivable
Treasury bills and other eligible bills:
in offices in the UK (29) 33 (62) 21 66 (45)
in offices outside the UK 2 (6) 4 (13) @) (6)
(31) 27 (58) 8 59 (51)
Loans and advances to banks:
in offices in the UK (6) (59) 58 (244) (143) (101)
in offices outside the UK (45) (110) 65 (93) (151) 58
(51) (169) 118 (337) (294) (43)
Loans and advances to customers:
in offices in the UK 1,261 1,213 48 (208) 562 (770)
in offices outside the UK 405 274 131 30 286 (256)
1,666 1,487 179 (178) 848 (1,026)
Lease receivables:
in offices in the UK (30) (25) 5) (106) (34) (72)
in offices outside the UK (28) (19) 9 46 34 12
(58) (44) (14) (60) - (60)
Debt securities:
in offices in the UK 779 703 76 (59) 90 (149)
in offices outside the UK 163 96 67 (6) 63 (69)
942 799 143 (65) 153 (218)
Total banking business interest receivable:
in offices in the UK 1,975 1,865 110 (596) 541 (1,137)
in offices outside the UK 493 235 258 (36) 225 (261)
2,468 2,100 368 (632) 766 (1,398)
Total trading business interest receivable 1,153 1,542 (389) (154) (537) 383
Total interest receivable 3,621 3,642 (21) (786) 229 (1,015)
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Changes in net interest income — volume and rate analysis

2000/1999 Change due
to increase/(decrease) in:

Total

Total

1999/1998 Change due
to increase/(decrease) in:

change Volume Rate change Volume Rate
£m £m £m £m £m £m
Interest payable
Deposits by banks:
in offices in the UK 453 290 163 (240) (135) (105)
in offices outside the UK 85 89 (€)) (45) 9) (36)
538 379 159 (285) (244) (141)
Customer accounts — demand deposits:
in offices in the UK 52 7 45 (33) 28 (61)
in offices outside the UK 15 2 17 9) 5) 4)
67 5 62 (42) 23 (65)
Customer accounts — savings deposits:
in offices in the UK 233 95 138 (338) 86 (424)
in offices outside the UK 7 - 7 (8) 9 an
240 95 145 (346) 95 (441)
Customer accounts — other time deposits — retail:
in offices in the UK 403 256 147 (343) 86 (429)
in offices outside the UK 82 35 47 (32) 9) (23)
485 291 194 (375) 77 (452)
Customer accounts — other time deposits — wholesale:
in offices in the UK 317 143 174 (42) 104 (146)
in offices outside the UK 247 215 32 1) 8 9)
564 358 206 (43) 112 (155)
Debt securities in issue:
in offices in the UK 280 223 577 (136) 65 (201)
in offices outside the UK 78 8 70 39 51 (12)
358 231 127 (97) 116 (213)
Dated and undated loan capital and other
subordinated liabilities principally in offices in the UK 72 38 34 19 48 (29)
Internal funding of trading businesses (387) (52) (335) 259 160 99
Total banking business interest payable:
in offices in the UK 1423 1,000 423 (854) 442 (1,296)
in offices outside the UK 514 345 169 (56) 45 (101)
1,937 1,345 592 (910) 487 (1,397)
Total trading business interest payable 1,338 1,368 (30) (148) (400) 252
Total interest payable 3,275 2,713 562 (1,058) 87 (1,245)
Movement in net interest income
Increase/(decrease) in interest receivable 3,621 3,642 (22) (786) 229 (1,015)
(Increase)/decrease in interest payable (3,275) (2,713) (562) 1,058 (87) 1,145
346 929 (583) 272 142 130
Movement in write-down of leases - 40
Movement in profit on redemption/repurchase
of loan capital (@)) -
Movement in discount rate adjustment on provisions 2 2)
343 310
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Capital resources

The Group continues to manage actively
both its debt and equity capital. Total
capital resources increased in the year
by £7,725m.

2000 1999 1998

£m £m £m
Barclays PLC Group

Shareholders’ funds 13187 8483 7842
Minority & other interests 1,600 352 314
14,787 8,835 8,156
Undated loan capital 2,672 1,749 1,742
Dated loan capital 3698 2,848 1,992
Total capital resources 21157 13432 11,890
2000 1999 1998
£m £m £m

Barclays Bank PLC Group
Shareholders’ funds 14,679 8,753 8,105
Minority interests 108 82 51
14,787 8,835 8,156
Undated loan capital 2,672 1,749 1,742
Dated loan capital 3698 2,848 1,992
Total capital resources 21,157 13432 11,890

Shareholders’ funds increased by £4,687m before favourable
exchange differences of £17m. This increase resulted from
shares issued in respect of The Woolwich acquisition
(£3,359m) and profit retentions of £1,546m, offset by share
buy-backs, including costs, of £311m.

The increase in minority interests in Barclays PLC Group
reflects the issue by Barclays Bank PLC of €850m (£510m) and
US $1,250m (£860m) Reserve Capital Instruments on 3rd May
and 19th September 2000 respectively. This increase is
reflected in shareholders’ funds in Barclays Bank PLC Group.
17,920,000 outstanding Series C1 and C2 Non cumulative
Dollar Denominated Preference Shares of $0.01 each were
redeemed on 30th June 2000. The aggregate redemption cost
was $224m (£149m).

Loan capital rose by £1,773m reflecting raisings of £861m,
loan capital of The Woolwich on acquisition of £957m and
exchange rate movements of £169m. This was offset by
repayments of £214m.

Capital ratios

Capital adequacy and the use of regulatory capital are
monitored by the Group, employing techniques based on the
guidelines developed by the Basel Committee on Banking
Supervision (the Basel Committee) and European Community
Directives, as implemented by the Financial Services Authority
(FSA) for supervisory purposes.

These techniques include the risk asset ratio calculation, which
the FSA regards as a key supervisory tool. The FSA sets ratio
requirements for individual banks in the UK at or above the
internationally agreed minimum of 8%. The ratio calculation
involves the application of designated risk weightings to
reflect an estimate of credit, market and other risks associated
with broad categories of transactions and counterparties.
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Regulatory guidelines define three ‘tiers’ of capital resources.
Tier 1 (‘core’) capital, comprising mainly shareholders’ funds
and including Reserve Capital Instruments (included in
minority and other interests in Barclays PLC Group and within
shareholders’ funds in Barclays Bank PLC Group) is the highest
tier and can be used to meet trading and banking activity
requirements. Tier 2 includes perpetual, medium-term and
long-term subordinated debt, general provisions for bad and
doubtful debts and fixed asset revaluation reserves. Tier 2
capital can be used to support both trading and banking
activities. Tier 3 capital comprises short-term subordinated
debt with a minimum original maturity of two years. The use
of tier 3 capital is restricted to trading activities only and it is
not eligible to support counterparty or settlement risk. The
aggregate of tiers 2 and 3 capital included in the risk asset
ratio calculation may not exceed tier 1 capital.

The following table analyses capital resources at
31st December 2000, as defined for regulatory purposes:

Capital adequacy data

2000 1999
Barclays Barclays Barclays Barclays
PLC  BankPLC PLC  Bank PLC
Group Group Group Group
£m £m £m £m
Tier 1
Shareholders’ funds
(as defined for
regulatory purposes) 8,878 10,370 8,267 8,637
Minority interests
in tier 1 1,669 177 429 159
Total tier 1 capital 10,547 10,547 8,696 8,696
2000 1999
£m £m
Tier 2
Fixed asset revaluation reserves 40 43
Quialifying undated and
dated loan capital (a) 5819 4,233
5,859 4,276
General allowances for bad
and doubtful debts 760 672
Total tier 2 capital 6,619 4948
Tier 3
Short-term subordinated loans 331 343
Total tier 3 capital 33} 343
Gross capital resources 17497 13,987
Less: supervisory deductions (b) (1,312) (853)
Total net capital resources 16,185 13,134

Notes

(a) Dated and undated subordinated debt is included in tier
2 or 3, subject to limits laid down in the supervisory
requirements. Barclays retains significant capacity to raise
additional capital within these limits.

(b) Includes £820m (1999 £555m) of shareholders’ interest in
the retail life-fund.
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Capital resources and Deposits

1.3
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mm Risk asset ratio
[ | Tier 1 ratio
1998 1999 2000
Capital ratios (%)
2000 1999
Barclays Barclays Barclays Barclays
PLC  Bank PLC PLC  Bank PLC
Group Group Group Group
% % % %
Capital ratios
Tier 1 ratio 7.2 72 75 75
Risk asset ratio 11.0 11.0 11.3 11.3
£m £m
Weighted risk assets
Banking book
on-balance sheet 112,633 84,535
off-balance sheet 18,413 15,567
associated undertakings 783 1,341
Total banking book 131,829 101,443
Trading book
market risks 6,440 6,015
counterparty and 8,771 8,420
settlement risks
Total trading book 15,211 14,435
Total risk weighted assets 147,040 115,878

Deposits
Average: year ended 31st December
2000 1999 1998
£m £m £m
Deposits by banks
Offices in the UK 21465 14210 17911
Offices outside the UK:
Other European Union 3996 5,025 4,913
United States 4,618 3,816 3,500
Rest of the World 5122 2,665 3,313
35201 25,716 29,637
Customer accounts
Offices in the UK 101,354 89533 82,122
Offices outside the UK:
Other European Union 5,050 4991 5392
United States 5,201 2,515 2,720
Rest of the World 10,416 8,368 7540
122,021 105,407 97774

Average deposits (excluding trading balances) are analysed by
type in the average balance sheet on page 29 and are based
on the location of the office in which the deposits are
recorded.

‘Demand deposits’ in offices in the UK are mainly current
accounts with credit balances, obtained through the UK
branch network.

‘Savings deposits’ in offices in the UK are also obtained
through, and administered by, the UK branch network. Interest
rates are varied from time to time in response to competitive
conditions. These deposits are not drawn against by cheque or
similar instrument.

‘Other time deposits — retail’ in offices in the UK are interest
bearing and also are not drawn against by cheque or similar
instrument. They are generally distinguished from savings
deposits by having fixed maturity requirements and from
wholesale deposits by being collected, in the main, through
the UK branch network.

‘Other time deposits — wholesale’ in offices in the UK are
obtained through the London money market and are booked
mainly within the Group’s money market operations. These
deposits are of fixed maturity and bear interest rates which
relate to the London inter-bank money market rates.

‘Other time deposits’ includes commercial paper and
inter-bank funds.

Although the types of deposit products offered through offices
located outside the UK are broadly similar to those described
above, they are tailored to meet the specific requirements of
local markets.
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Short-term borrowings

Short-term borrowings include Deposits by banks as reported
in ‘Deposits’.

Deposits by banks (excluding trading business)

2000 1999 1998

£m £m £m

Year-end balance 32445 26915 25951
Average balance 35,201 25,716 29,637
Maximum balance 45,923 35384 35,092
Average interest rate during year 4.2% 3.7% 4.1%
Year-end interest rate 4.5% 3.8% 4.4%

Commercial paper

Commercial paper is issued by the Group, mainly in the
United States, generally in denominations of not less than
$100,000, with maturities of up to 270 days.

2000 1999 1998
£m £m £m
Year-end balance 2,209 1,082 1,098
Average balance 2,001 857 913
Maximum balance 3,668 2131 1,546
Average interest rate during year 6.6% 5.2% 5.2%
Year-end interest rate 6.4% 5.3% 5.3%
Negotiable certificates of deposit
2000 1999 1998
£m £m £m
Year-end balance 22413 19496 14,764
Average balance 20,918 19,781 17971
Maximum balance 29125 26,118 20,573
Average interest rate during year 5.2% 5.0% 6.2%
Year-end interest rate 6.3% 5.3% 6.4%
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The following table analyses the book value and valuation of securities
2000 1999 1998
Book value Valuation Book value Valuation Book value Valuation
£m £m £m £m £m £m

Investment securities
Debt securities:
UK government 1,496 1571 1,666 1,664 1,730 1,775
other government 12,117 12,378 9,315 9,340 5,937 6,053
other public bodies 20 19 69 71 87 89
other issuers 16,087 16,103 9,741 9,748 6,548 6,595
Equity shares 244 295 179 206 336 379

29,964 30,366 20,970 21,029 14,638 14,891
Other securities

Debt securities:

UK government 845 845 1,278 1,278 3,621 3,621
other government 15,555 155 7,031 7,031 10,377 10,377
other public bodies 1,280 1,280 503 503 775 775
bank and building society certificates of deposit 16,682 16,682 18,005 18,005 8,677 8,677
other issuers 6,688 6,688 6,311 6,311 7428 7428
Equity shares 3,818 3,818 5,425 5,425 4,552 4,552

74,832 75,234 59,523 59,582 50,068 50,321

Investment debt securities include government securities held as part of the Group’s treasury management portfolio for asset
and liability, liquidity and regulatory purposes and are for use on a continuing basis in the activities of the Group. In addition,

the Group holds as investments listed and unlisted corporate securities. Investment securities are valued at cost, adjusted for

the amortisation of premiums or discounts to redemption, less any provision for diminution in value.

Other securities comprise dealing securities and short-term certificates of deposit and are principally valued at market value.

Bank and building society certificates of deposit are freely negotiable and have original maturities of up to 5 years, but are
typically held for shorter periods.

A further analysis of the book value and valuation of securities is given in notes 19 and 20 to the accounts.

In addition to UK government securities shown above, at 31st December 2000 and 1999 the Group held the following
government securities which exceeded 10% of shareholders’ funds:

2000 1999
Book value Valuation Book value Valuation
£m £m £m £m
US government securities 6,429 6,426 5457 5,408
Japanese government securities 5,584 5,586 1,805 1,815
Italian government securities 5,266 5,382 2,827 2,876
German government securities 2,838 2,838 1,692 1,648
French government securities 1,963 1,968 1,547 1,567
Spanish government securities* - - 1,160 1194
* Holdings did not exceed 10% of shareholders’ funds at 31st December 2000.
Maturities and weighted average yield of investment debt securities
Maturing Maturing after Maturing after
within one but within five but within Maturing after
one year: five years: ten years: ten years: Total
Amount Yield Amount Yield Amount Yield Amount Yield Amount Yield
£m % £m % £m % £m % £m %
Government 4,688 5.6 6,204 6.1 1,612 6.7 1,109 70 13,613 6.1
Other public bodies 13 10.9 3 51 3 10.9 1 2.9 20 9.7
Other issuers 4,358 49 7441 6.0 881 75 3,407 6.3 16,087 59
Total book value 9,059 52 13,648 6.1 2,496 70 4,517 6.5 29720 6.0
Total valuation 9,157 13,599 2,621 4,694 30,071

The weighted average yield for each range of maturities is calculated by dividing the annualised interest income prevailing at
31st December 2000 by the book value of securities held at that date. Yields on certain US securities, which are exempt from
tax, have been calculated using interest income adjusted to reflect a taxable equivalent basic.
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Risk management — overview

Barclays aim in risk management

IS to achieve superior shareholder value
through high quality risk management
techniques and processes.

Risk management governance

Barclays manages a variety of risks in the ordinary course of
business. These risks are identified, measured and monitored
through various control mechanisms across the Group, in
accordance with the requirements of the guidance ‘Internal
control: Guidance for Directors on the Combined Code’ issued
by the Institute of Chartered Accountants in England and Wales.

The Board sets risk management standards and risk appetite
for the Group, and is supported in this role by the Board Risk
Committee, whose responsibilities include:

» Reviewing, and recommending to the Board, standards
for risk management, including risk control principles,
behavioural standards, and overall risk measures.

» Reviewing the overall risk appetite and profile of the
Group.

» Reviewing significant changes in risk governance policy.

» Reviewing reports on specific material aspects of the
Group’s risk governance and risk management processes.

The responsibility for managing risk lies with the Group Chief
Executive and the Group Executive Committee. On a day to day
basis, risks are managed through a number of management
committees (see chart on the following page) and through a
Group Risk organisation which reports to the Group Risk
Director. Through this process, Barclays monitors compliance
within the overall risk policy framework and ensures that the
framework is kept up to date. Risk management information is
provided on a regular basis to Group Executive Committee, the
Board Risk Committee and the Board.
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Risk management organisation

Against a background of a rapidly changing business
environment, Barclays believes that its risk organisation needs
to be capable of adapting quickly to new product and business
structures. During 2000, Barclays embarked on the development
of a more integrated risk organisation which is both flexible in
the face of changing business needs and supports the
implementation of Value Based Management in Barclays.

A key feature of the new integrated risk management
organisation is that it brings together both business risk
functions and specialist risk teams.

Risk management in the businesses (including The Woolwich)
is the responsibility of the risk business partners, who have a
functional reporting line to the Group Risk Director. The key
role of risk business partners is to assist the businesses to
maximise value by:

» Performing high quality analysis of risks.

» Ensuring that risks are properly controlled.

» Evaluating economic trade-offs between risks.

» Designing cost-effective ways of mitigating and
transferring risks.

» Generating alternative strategies regarding risk.

Specialist risk teams measure and control aggregate risk, and
provide high level policies and standards within the overall
corporate governance framework. Specialist areas also
perform research & development and quality assurance, and
provide analytical support to the businesses.

The following risks are covered by this process:

» Credit.

» Market.

» Treasury asset and liability management (comprising
liquidity/funding risk and non-trading interest rate and
exchange rate risk).

» Operational (comprising operational process risk, IT
security risk, business continuity management, fraud risk,
premises-related risk and people-related risk).

» Compliance.

» Legal

»  Tax.

Further analysis of these risks is provided in subsequent
sections of the Financial Review.
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Risk management committees

Group Chief Executive
Group Executive Committee

Group Treasury Committee

» Reviews and determines policy for
liquidity and maturity
transformation.

» Reviews and determines policy for
structural interest rate exposure.

»

»

»

Group Risk Management Committee

Approves high level polices and
procedures for risk management and
control throughout the Group.

Reviews and recommends the overall
risk appetite for the Group.

Approves policy for asset class
concentrations.

»

>»

Group Operating Committee

Ensures integrity of the operational,
control and governance framework.

Agrees polices and governance
arrangements relating to operational
management.

Group Credit Committee

» Sanctions large credit exposures.

» Approves revisions to country
gradings.

» Sanctions large syndicated loan,
bond and equity underwritings.

»

»

Group Risk Oversight Committee

Approves risk limits, guidelines and
triggers within high level appetite
and framework agreed by Group Risk
Management Committee.

Monitors performance of business
units against risk limits.

>»

»

Group Risk Technical Committee

Reviews and approves risk
measurement and economic capital
methodologies and new products
with major risk implications.

Approves the quality assurance
framework to which all risk models
are subject.
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Credit risk management

Credit risk arises because the Bank’s
customers, clients or counterparties
may not be willing or able to fulfil their
contractual obligations. This type of
risk may be divided into a number of
different categories which includes
primary, trading and settlement risks.

In relation to its management of credit risk, the Group Credit
Risk Unit (GCRU) has day-to-day responsibility for monitoring
compliance with Group policies. GCRU also reviews portfolio
management and risk concentration issues, including country
exposure, sector exposure, product risking and credit grading.
GCRU is headed by the Group Credit Risk Director.

Risk Measurement

The Group uses a grading structure to show the probability
of future default by borrowers. This is used to estimate levels
of annualised credit losses from the overall lending portfolio
(termed Risk Tendency). Risk Tendency assists in portfolio
management decisions, such as setting exposure limits to
any single counterparty or borrower, establishing the desired
aggregate exposure levels to individual sectors, determining
pricing policy and setting the level of the general provision.
Gradings also provide a guide to changes in the underlying
credit quality of the lending portfolio over time. A similar
structure is also in place to control exposures to countries.

Credit exposure, or replacement cost, on derivative
instruments represents the potential cost to replace contracts
with a positive value if counterparties failed to perform their
obligations. This cost is usually less than the face value of the
contracts and the actual amount is monitored on an ongoing
basis. To control the level of credit risk taken, the Group
assesses counterparties, using the same techniques and
grading structure as for lending decisions. Dealings are
predominantly with counterparties of high credit quality.

Risk Control

The Group Credit Committee is responsible for sanctioning
large credit exposures to all customers and counterparties
arising from lending, trading activities, derivative instruments
and settlement risks.

The Group Credit Committee is supported by business line
focused risk management departments (RMDs) either in or
responsible to each of the Strategic Business Units. Each RMD
ensures that the SBU adheres to Group Standards for Credit
Risk analysis and sanctioning. The SBUs’ credit risk positions
are reviewed and challenged by the Group Credit Risk Unit on
a regular basis.

Retail Financial Services and Corporate Banking, which have
the majority of the Group’s personal and corporate credit
exposures, each operate a hierarchy of credit exposure
discretions, whereby credit risk teams, overseas country offices
and specialist lending departments are allocated discretionary
limits. Local management are sub-allocated varying levels

of discretionary limits, which vary according to their skills,
experience, seniority and the quality of the borrower as
measured by the credit grading structure. A similar hierarchy
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exists for monitoring and provisioning purposes. The
application of this structure results in a large proportion
of local lending portfolios being sanctioned and controlled
at local and regional level.

Credit risk within Barclaycard is controlled by their Risk
Management Department. Policy relating to exposures is

set by this department and implemented by the Customer
Management Teams. Within Customer Management, advisors
are allocated discretionary limits, according to grade and
experience. Any lending decision falling outside policy may
only be sanctioned after reference to Risk Management.

Barclays Capital has a lesser number of credit exposures, but
typically for larger individual amounts and with significant
credit exposures arising from money market, foreign
exchange, derivatives, securities dealing and other similar
products. These trading activities, which include the use of
on-and off-balance sheet instruments, result in certain credit
risks. The majority are referred to the Group Credit Committee
or are sanctioned within Barclays Capital’s risk management
department in London or in its office in New York. Smaller
credit exposures, however, are sanctioned and controlled by
specialist departments and individual Barclays Capital business
units under a hierarchy of credit exposure discretions.

Since Barclays Global Investors passes credit risk upon its
transactions to its investor clients, it is excluded from this
structure. However, the procedures for assessing such credit
risk are similar to those undertaken elsewhere in the Group
and fall under the overall supervision of GCRU.

Environmental Risk Management Unit, part of the credit risk
management function, aims to protect the Group from
material environmental risks, worldwide. These risks may be
direct (lender liability) or indirect (environmental issues may
impact the viability of our borrowing customers). Potential
reputational risks are also addressed. These would arise
through the Group’s association with companies or projects
which may be perceived to be environmentally damaging.

Group Treasury is responsible for the monitoring and
regulatory reporting of intra-group exposures under the
EC Large Exposures Directive.

Risk Mitigation

As the credit markets develop, Barclays is expanding the
mechanisms used to manage credit risk. This includes the

use of credit derivatives and securitisation, with the primary
objective of reducing the uncertainty of returns from the
credit portfolio. There will be greater opportunities to use
these techniques as the credit markets develop. The cost of
these transactions is generally treated as a deduction from the
related category of income with any benefits being reflected
in reduced credit risk provisions.

The Group enters into master agreements whenever possible
and, when appropriate, obtains collateral. Master agreements
provide that, if an event of default occurs, all outstanding
transactions with the counterparty will be terminated and

all amounts outstanding will be settled on a net basis.
Concentrations of credit risk, which arise through the Group’s
trading and non-trading activities, are presented in note 64
to the accounts.
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Analysis of loans and advances

The following sections analyse loans
and advances to banks and customers.
The geographical analyses of the
banking business are based on the
location of the office from which the
lendings are made. The trading business,
which is international in nature,
primarily constitutes settlement and
reverse repo balances and has not been
analysed geographically. This business
Is largely carried out in the UK and the
United States.

Maturity analysis of loans and advance to banks

Loans and advances to banks

The majority of loans and advances to banks are placings,
amounting to £32,170m at 31st December 2000 (1999
£36,080m,1998 £33,817m) and includes reverse repo
transactions. Also included are loans to banks and building
societies, balances with central banks (excluding those
balances which can be withdrawn on demand), inter-bank

settlement accounts and federal funds sold.

Loans and advances to banks

2000

1999

1998

£m £m £m

Banking business:
UK 3345 6,307 4,037
Other European Union 2,042 2,173 3,847
United States 2,056 2118 2,230
Rest of the World 2,153 2497 10,243
Total banking business 9596 13,095 20,357
Total trading business 26,856 26,555 17326
36,452 39650 37,683

The amounts shown are before the deduction of attributable

provisions and interest in suspense.

Over three Over one

months year but
Not more but not not more
than three more than than five Over
On demand months one year years five years Total
At 31st December 2000 £m £m £m £m £m £m
Banking business:

UK 392 1,463 985 398 107 3,345
Other European Union 248 1,526 63 151 54 2,042
United States 26 880 874 276 _ 2,056
Rest of the World 318 1414 417 4 - 2,153
Total banking business 984 5,283 2,339 829 161 9,596
Total trading business 1,110 22118 3,628 - - 26,856
2,094 27401 5,967 829 161 36,452

Over three Over one

months year but

Not more but not not more

than three more than than five Over
On demand months one year years five years Total
At 31st December 1999 £m £m £m £m £m £m
Banking business:

UK 304 4,215 1,139 500 149 6,307
Other European Union 126 1,530 384 121 12 2,173
United States 40 816 960 295 7 2,118
Rest of the World 251 1,002 1,221 18 5 2,497
Total banking business 721 7563 3,704 934 173 13,095
Total trading business 246 23,583 2,671 - 55 26,555
967 31,146 6,375 934 228 39,650
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Interest rate sensitivity of loans and advances to banks

Fixed Variable Total
rate rate
At 31st December 2000 £m £m £m
Banking business:
UK 2,552 793 3,345
Other European Union 1,564 478 2,042
United States 2,030 26 2,056
Rest of the World 1,894 259 2,153
Total banking business 8,040 1,556 9,596
Total trading business 15,662 11,194 26,856
23,702 12,750 36,452
Loan and advances to customers
The Group provides lending facilities to corporate and personal customers in the form of loans, overdrafts and finance lease
receivables. The amounts shown below are before deduction of attributable provisions and interest in suspense.
Maturity analysis of loans and advances to customers
Over three Over one
months year but
Not more but not not more
than three more than than five Over
On demand (a) months one year years five years Total
At 31st December 2000 £m £m £m £m £m £m
Banking business:
UK
Corporate lending 8,041 5,768 4,281 10,579 8,887 37,556
Other lending from UK offices (b) 2,545 5,928 6,153 12,936 50,196 77,758
Total UK 10,586 11,696 10434 23,515 59,083 115,314
Other European Union 920 1,789 1,485 2,749 3,260 10,203
United States 442 890 1411 2,802 831 6,376
Rest of the World 658 2,783 3,932 771 806 8,950
Total banking business 12,606 17,158 17,262 29,837 63,980 140,843
Total trading business 846 22,049 792 - - 23,687
13,452 39,207 18,054 29,837 63,980 164,530
Over three Over one
months year but
Not more but not not more
than three more than than five Over
On demand (a) months one year years five years Total
At 31st December 1999 £m £m £m £m £m £m
Banking business:
UK
Corporate lending 5,882 5,650 4,099 9,341 7,345 32,317
Other lending from UK offices (b) 2,662 5211 4,780 11,768 21,939 46,360
Total UK 8,544 10,861 8,879 21,109 29,284 78,677
Other European Union 748 1,533 1,140 1,797 758 5,976
United States 104 491 860 1,730 863 4,048
Rest of the World 504 1,018 5,405 683 734 8,344
Total banking business 9,900 13,903 16,284 25,319 31,639 97,045
Total trading business 3 21,355 192 - 12 21,562
9,903 35,258 16,476 25,319 31,651 118,607

Notes

(a) Overdrafts are included in the ‘on demand’ category.

(b) Other lending from UK offices includes finance lease receivables.
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Interest rate sensitivity of loans and advances to customers
Fixed
rate

Variable
rate

Total

At 31st December 2000 £m £m £m
Banking business:
UK 37,210 78,104 115,314
Other European Union 3,998 6,205 10,203
United States 1,449 4,927 6,376
Rest of the World 6,005 2,945 8,950
Total banking business 48,662 92,181 140,843
Total trading business 11,291 12,396 23,687
59,953 104,577 164,530
Loans and advances to customers in offices in the UK — banking business
2000 1999 1998 1997 1996
£m £m £m £m £m
Financial institutions 1420 1,552 1,839 2,258 2,388
Agriculture, forestry and fishing 1,689 1,693 1,612 1,726 1,768
Manufacturing 7573 6,954 6,840 5,556 5,976
Construction 1,666 1,331 1,227 1,046 1,242
Property 5,130 3,689 3,205 2,927 3,619
Energy and water 1,120 613 668 586 863
Wholesale and retail distribution and leisure 7,531 6,455 6,778 5,895 5,553
Transport 1,353 1,270 1,164 875 1,320
Postal and communication 180 345 261 86 101
Business and other services 9,894 8,415 7549 6,425 6,178
Home loans 47235 18,316 16,580 15,937 14,958
Other personal 18,200 15,673 14,376 12,403 11,315
Overseas customers 7,819 1277 3,056 3421 2,561
110,810 73,583 65,155 59,141 57,842
Finance lease receivables 4,504 5,094 5,279 5,635 5,825
115,314 78,677 70,434 64,776 63,667
Loans and advances to customers in offices in other European Union countries — banking business
2000 1999 1998 1997 1996
£m £m £m £m £m
Financial institutions 455 178 220 215 437
Agriculture, forestry and fishing 303 223 109 19 14
Manufacturing 1,549 1,322 975 964 966
Construction 330 193 148 164 246
Property 183 144 182 237 296
Energy and water 384 145 114 114 81
Wholesale and retail distribution and leisure 144 207 323 378 349
Transport 172 119 133 184 461
Postal and communication 83 37 9 1 39
Business and other services 1,321 918 1,433 980 864
Home loans 4,436 1,029 932 670 796
Other personal 582 505 500 352 313
Overseas customers 110 462 358 304 314
10,052 5,482 5,436 4,592 5176
Finance lease receivables 151 494 503 485 497
10,203 5,976 5,939 5,077 5,673
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Loans and advances to customers in offices in the United States — banking business

2000

1999

1998

1997

1996

£m £m £m £m £m
Financial institutions 616 320 527 350 190
Agriculture, forestry and fishing - 1 1 1 4
Manufacturing 1,123 727 592 325 337
Construction - - 12 5 27
Property 30 69 80 195 412
Energy and water 1,440 1,168 645 647 510
Wholesale and retail distribution and leisure 214 138 323 76 97
Transport 580 356 53 98 129
Postal and communication 88 166 383 240 115
Business and other services 2,174 1,000 1,471 1,138 929
Home loans 1 1 1 3 12
Other personal 6 58 7 25 69
Overseas customers 56 - 27 15 24
6,328 4,004 4122 3,118 2,855
Finance lease receivables 48 44 42 44 42
6,376 4,048 4164 3,162 2,897

Loans and advances to customers in offices in the Rest of the World — banking business
2000 1999 1998 1997 1996
£m £m £m £m £m
Loans and advances 8,920 8,316 2,883 2,980 2,951
Finance lease receivables 30 28 28 29 28
8,950 8,344 2,911 3,009 2,979

Total loans and advances to customers

2000 1999 1998 1997 1996
£m £m £m £m £m
Banking business 140,843 97,045 83,448 76,024 75,216
Trading business 23,687 21,562 13,611 25,712 16,441
164,530 118,607 97,059 101,736 91,657
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Total loans and advances to customers

Barclays lendings are widely dispersed over customer
categories within the UK, the main area of operation, and

are also well spread geographically outside the UK. No one
concentration of lendings, with the exception of home loans
and other personal lendings in the UK, accounts for more than
10% of total Group lendings. Other than the UK, the United
States is the only country to account for 10% or more of total
Group lendings.

In the geographical analyses of lendings shown on pages 41
and 42, overseas customers are customers resident outside
the country in which the lending business is based.

In addition to the lendings categorised as postal and
communications in the UK and other geographical areas,
exposure to the telecommunications sector is also included in
overseas customers. Total loans and advances world-wide to
this sector at 31st December 2000 amounted to £1.49bn.

Loans and advances in offices in the UK

Loans and advances within banking business activities
increased by 47% to £115,314m (1999 growth of 12%).
£29,810m of the increase was attributable to the acquisition
of The Woolwich. There was strong growth in unsecured
personal lending and credit card advances, with the mortgage
business benefiting from a relatively strong housing market.
The growth in corporate lending was concentrated in larger
middle market customers.

Loans and advances in offices in Other European
Union countries

£3,129m of the £3,407m growth in home loans was
attributable to the acquisition of The Woolwich.

Loans and advances in offices in the United States

and the Rest of the World

Business loans and advances in the United States grew by 58%
with significant increases in lendings to financial institutions
and manufacturing businesses. Rest of the world lendings
were 7% higher than in 1999.

Credit risk management mechanisms

Barclays has entered into securitisation and credit derivative
transactions in order to reduce the uncertainty of returns from
the credit portfolio. Details of the securitisation transactions
are included in note 17 on page 94 while the year-end level of
credit derivatives is provided in note 46 on page 119.

Exposure to countries subject to International Monetary Fund
liquidity support programmes

Amounts outstanding, net of provisions, and commitments

to counterparties in countries which make significant use of
International Monetary Fund liquidity support programmes
were as follows:

2000 1999 1998
£bn £bn £bn
Asia
Indonesia 0.1 01 01
South Korea 0.2 0.4 0.5
Thailand 0.1 01 01
04 0.6 0.7
Latin America
Argentina 0.9 * *
Brazil * 0.8 0.9
Mexico * 0.9 1.0
1.3 2.3 2.6
* Not reportable.
The total was broken down, as follows:
2000 1999 1998
£bn £bn £bn
Banks 0.8 13 1.6
Governments/sovereigns 0.1 04 05
Corporates & project financings 04 0.6 05
1.3 2.3 2.6

The Group has a 50% shareholding in Banco Barclays

e Galicia SA which in 2000 was equity accounted as an
associated undertaking. As at 31st December 2000 this
holding was included in the balance sheet at a value of £31m
(31st December 1999 £33m, 31st December 1998 £47m).

From 1st January 2001, following the completion of
management changes, the Group considers itself to exert
dominant influence so that it has control over the operations
of Banco Barclays e Galicia SA and consequently from that
date the entity will be consolidated as a subsidiary in
accordance with Financial Reporting Standard 2.

The general provision in respect of country transfer risk arising
from the Group’s business world wide, including exposures

in these countries, was £57m as at 31st December 2000

(31st December 1999 £57m). This is in addition to £703m

of general provision held against credit risk (31st December
1999 £615m).
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Provisions for bad and
doubtful debts

It is Barclays policy to establish, through
charges against profit, a provision in
respect of the estimated loss inherent in
the lending book. The provision raised
consists of an element which is specific
to individual counterparties or a
homogeneous portfolio of lendings and
also a general element which, while
determined as reflecting losses already
within the lending book, cannot be
specifically applied.

Risk managers conduct a continuous review of the quality

of exposures for which they are responsible based on a
knowledge of the counterparty and, where applicable, the
relevant industry and country of operation. A specific charge

is raised when the Bank considers that the credit-worthiness
of a borrower has undergone deterioration such that the

recovery of the whole outstanding advance is in serious doubt.

Typically, this will be done on an individual basis, although
scope exists to raise specific provisions on a portfolio basis
where statistical techniques permit and the portfolio
comprises homogeneous assets. This applies in parts of Retail
Financial Services, Barclaycard and Corporate Banking and is
in keeping with Barclays policy of raising provisions as soon as
impairment is identified.

Analysis of provisions for bad and doubtful debts

General provisions are raised to cover losses which are judged
to be present in loans and advances at the balance sheet date,
but which have not been specifically identified as such. These
provisions are adjusted at least half yearly by an appropriate
charge or release of general provision based on a statistical
analysis. The accuracy of this analysis is periodically assessed
against actual losses. Gradings are used to rate the credit
quality of borrowers. Each grade corresponds to an Expected
Default Frequency and is calculated by using manual or
computer driven score-sheets validated by an analysis of the
Group’s own historic data. This grade can be derived from
different sources depending upon the borrower (e.g. internal
model, credit rating agency). The general provision also takes
into account the economic climate in the market in which
the Group operates and the level of security held in relation
to each category of counterparty. Since 1997, the general
provision has included a specifically identified element to
cover country transfer risk calculated on a basis consistent
with the overall general provision calculation.

The aggregate specific and general provisions which are made
during the year, less amounts released and recoveries of bad
debts previously written off, are charged against operating
profit. Impaired lendings are written off in part, or in whole,
when the extent of the loss incurred has been confirmed, the
decision to do so being a matter of banking judgement.

The following tables have been divided between those
provisions which have been raised against the perceived credit
risks and those provisions which have been raised in respect
of country risk (i.e. that related to a country’s difficulty in
servicing its external debt, as evidenced by rescheduling or
arrears of payment of principal or interest):

As at 31st December

2000 1999 1998 1997 1996
£m £m £m £m £m
Specific — credit risk*

UK 1,343 1,075 928 765 834
Other European Union m 126 213 245 353
United States 20 23 23 27 59
Rest of the World 118 74 35 41 48
1,592 1,298 1,199 1,078 1,294
Specific — country risk 1 13 16 44 80
Total specific provisions 1,593 1,311 1,215 1,122 1,374
General provisions — credit risk 703 615 663 683 756
General provisions — country risk 57 57 65 45 -
2,353 1,983 1,943 1,850 2,130

Average loans and advances for the year
(excluding trading business) 122,333 106,488 101,338 96,656 95,899
(including trading business) 176,938 147,139 145,749 136,581 122,503

* The geographic analysis of provisions is based on location of office.

The increased specific provision balance in the UK reflects the impact of volume growth in UK unsecured lendings to both
personal and small business customers and strong growth across the Barclaycard businesses, combined with record levels

of customer recruitment over the last two years.
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Ratios
As at 31st December
2000 1999 1998 1997 1996
% % % % %
Provisions at end of year as a percentage
of loans and advances at end of year
(excluding trading business):
Specific provision for credit risk 1.06 118 116 1.10 141
General provision for credit risk 047 0.56 0.64 0.70 0.83
153 1.74 1.80 1.80 224
Specific provision for country risk - 0.01 0.01 0.04 0.09
General provision for country risk 0.04 0.05 0.06 0.05 -
157 1.80 1.87 1.89 2.33
Provisions at end of year as a percentage
of loans and advances at end of year
(including trading business):
Specific provision for credit risk 0.79 0.82 0.89 0.78 1.07
General provision for credit risk 0.35 0.39 0.49 0.49 0.63
114 121 1.38 1.27 1.70
Specific provision for country risk - 0.01 0.01 0.03 0.07
General provision for country risk 0.03 0.03 0.05 0.03 -
117 125 144 1.33 177
Ratios
Year ended 31st December
2000 1999 1998 1997 1996
% % % % %
Provisions as a percentage of average
loans and advances for the year
(excluding trading business):
Specific provisions for credit risk 0.64 0.60 0.50 0.28 0.35
General provisions for credit risk 0.03 (0.02) (0.02) (0.07) (0.06)
0.67 0.58 0.48 021 0.29
Specific provisions for country risk - - (0.01) (0.03) (0.06)
General provisions for country risk - - 0.02 0.05 -
0.67 0.58 0.49 0.23 0.23
Amounts written off (net of recoveries) 047 0.52 0.40 047 0.71
Provisions as a percentage of average
loans and advances for the year
(including trading business):
Specific provisions for credit risk 044 043 0.35 0.20 0.28
General provisions for credit risk 0.02 (0.01) (0.01) (0.05) (0.05)
0.46 0.42 0.34 0.15 0.23
Specific provisions for country risk - - (0.01) (0.02) (0.05)
General provisions for country risk - - 0.01 0.03 -
0.46 0.42 0.34 0.16 0.18
Amounts written off (net of recoveries) 0.32 0.38 0.28 0.33 0.55
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Movements in provisions for bad and doubtful debts
Year ended 31st December

2000 1999 1998 1997 1996
£m £m £m £m £m
Provisions for credit risk
Provision at beginning of year 1,913 1,862 1,761 2,050 2,554
Acquisitions and disposals 119 (10) - (14) (24)
Exchange and other adjustments 8 2) 5 (39) (100)
Amounts written off:
UK (592) (546) (506) (441) (593)
Other European Union (45) (44) (43) (93) (138)
United States (26) (40) ©) (23) (30)
Rest of the World (17) (21) 9 (14) (61)
(680) (651) (565) (571) (822)
Recoveries (analysed below) 113 93 176 126 165
Sub total 1473 1,292 1,377 1,552 1,773
Provisions charged against profit
New and increased specific provisions:
UK 843 768 751 536 623
Other European Union 35 27 31 49 123
United States 27 45 n 12 21
Rest of the World 76 47 23 28 26
981 887 816 625 793
Releases of specific provisions:
UK (50) (14) (81) (143) (164)
Other European Union ) (21) (31) (34) (66)
United States (6) ©) 8) (33) (45)
Rest of the World (13) (15) (15) (15) (16)
(86) (157) (135) (225) (291)
Recoveries:
UK (100) (85) (156) (112) (140)
Other European Union (6) 4) 4 (6) (8)
United States 4) 4) (13) 4) 12)
Rest of the World 3) - 3) 5) 5)
(113) (93) (176) (126) (165)
Net specific provisions charge 782 637 505 274 337
General provision releases/(charges)* 40 (16) (20) (65) (60)
Net credit risk charge to profit 822 621 485 209 277
Provisions at end of year 2,295 1,913 1,862 1,761 2,050
Provisions for country risk
Provision at beginning of year 70 81 89 80 174
Exchange and other adjustments 4 (11) 1 1 (12)
Amounts written off (net of recoveries) 3) - (16) (10) (20)
Net specific credit:
Provisions charges - - 3 7 3
Releases 4 ) (16) (34) (63)
Recoveries (@) - - - 2)
Net specific releases (5) 2) (13) 27) (62)
General provision charge* - 2 20 45 -
Provision at end of year 58 70 81 89 80
Total provisions for bad and doubtful debts 2,353 1,983 1,943 1,850 2,130

* An analysis of the movement in general provisions is shown in note 18 to the accounts.

The geographic analysis of provisions is based on location of office. The UK charge in 1998 includes £153m raised in respect of
exposure to Russian counterparties.
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Credit risk provisions

Net specific provision for the year Specific provisions for credit risk at 31st December
2000 1999 1998 1997 1996 2000 1999 1998 1997 1996
£m £m £m £m £m £m £m £m £m £m

UK:
Banks and other
financial institutions 7 10 n 3) 6 7 9 14 5 6
Agriculture, forestry and fishing 6 4 ®) - 1 n 7 4 5 6
Manufacturing 8 4 15 25 6 43 48 1 51 39
Construction 7 4 ©) 5 9 8 7 10 26 28
Property 1 5) (20) (66) 15 8 8 12 29 92
Energy and water 8 - - 3 6 8 2 2 2 6
Wholesale and retail
distribution and leisure 21 34 (10) 12 13 42 42 18 10 50
Transport 2 4 (D) 3 4 4 4 2 5 63
Postal and communication - - 1 - - 1 1 1 - -
Business and other services 27 14 @) 4 17 40 34 43 61 69
Home loans 10 5 4 8 7 102 39 35 44 50
Other personal 577 504 376 281 237 1,000 830 664 522 414
Overseas customers* n (21) 165 10 (10) 58 33 79 2 3
Finance lease receivables 8 12 - - 8 1 1 3 3 8

693 569 514 282 319 1,343 1,075 928 765 834
Foreign 89 68 9) (8) 18 249 223 271 313 460

782 637 505 274 337 1,592 1,298 1,199 1,078 1,294

Analysis of amounts written off and recovered — credit risk

Amounts written off for the year Recoveries of amounts previously written off
2000 1999 1998 1997 1996 2000 1999 1998 1997 1996
£m £m £m £m £m £m £m £m £m £m

UK:
Banks and other
financial institutions 13 14 16 1 10 4 2 12 3 3
Agriculture, forestry and fishing 6 6 2 4 5 2 3 7 3 -
Manufacturing 30 20 28 20 22 16 12 12 7 13
Construction 8 12 12 12 38 2 3 5 7 16
Property 5 9 17 28 61 3 7 22 31 29
Energy and water 2 - - 8 3 - - - - 1
Wholesale and retail
distribution and leisure 34 35 25 48 74 12 17 45 15 22
Transport 3 4 2 63 17 1 1 1 3 3
Postal and communication - 1 - - - - - - - -
Business and other services 33 43 36 32 79 1 12 27 16 21
Home loans 15 3 8 19 21 3 2 4 4 4
Other personal 435 363 254 193 260 28 24 21 20 21
Overseas customers* 4 31 106 11 - 17 1 - - 5
Finance lease receivables 4 5 - 2 3 1 1 - 2 2

592 546 506 441 593 100 85 156 m 140
Foreign 88 105 59 130 229 13 8 20 15 25

680 651 565 571 822 113 93 176 126 165

* Include amounts in 1998 in respect of Russian counterparties recorded in the UK.
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Potential credit risk lendings

The US Securities and Exchange Commission (SEC) requires
potential credit risk lendings to be analysed by categories
which reflect US lending and accounting practices. These differ
to some extent from those employed in the UK. In particular:

»

»

US banks may write off problem lendings more quickly than
is the practice in the UK. As a result, Barclays may report a
somewhat higher level of lendings than if it had followed
such US practice and also a higher level of potential credit
risk lendings.

US banks typically stop accruing interest when loans are
overdue by 90 days or more, or when recovery is doubtful.
In accordance with the UK Statement of Recommended
Practice on Advances, Barclays continues to charge interest
to a doubtful customer’s account for collection purposes,
but the interest is suspended and excluded from interest
income in the profit and loss account. This addition of
interest continues until such time as its recovery is
considered to be unlikely. While such practice does not affect
net income in comparison with that followed in the United
States, it again has the effect of increasing the reported level
of potential credit risk lendings. The amount of this
difference at 31st December 2000 was £93m (1999 £80m).

Non-performing lendings

The table which follows presents an analysis of potential credit
risk lendings in accordance with the SEC guidelines. Additional

categories of disclosure are included, however, to record

lendings where interest continues to be accrued and where
either interest is being suspended or specific provisions have
been raised. Normal US banking practice would be to place

such lendings on non-accrual status. The amounts, the

geographical presentation of which is based on the location

of the office recording the transaction, are stated before

deduction of the value of security held, the specific provisions

carried or interest suspended.

2000 1999 1998 1997 1996
£m £m £m £m £m

Non-accrual lendings:

UK 1,223 1,007 985 ol 1,084

Foreign — credit risk 316 244 282 309 455

Accruing lendings where interest is being suspended:

UK 351 326 266 234 358

Foreign — credit risk 145 110 118 153 170

Other accruing lendings against which provisions

have been made:

UK 873 423 457 408 492

Foreign — credit risk 149 130 134 117 232

Sub totals:

UK 2447 1,756 1,708 1,553 1,934

Foreign — credit risk 610 484 534 579 857

Accruing lendings 90 days overdue, against which

no provisions have been made:

UK 296 343 309 388 473

Foreign — credit risk 18 18 19 14 20

Reduced rate lendings:

UK 6 6 7 37 38

Foreign — credit risk - 2 - - -

Total non-performing lendings:

UK 2,749 2,105 2,024 1,978 2,445

Foreign — credit risk 628 504 553 593 877
3,377 2,609 2,577 2,571 3,322

The increase in UK non-performing lending primarily relates to the inclusion of The Woolwich (£592m). The residual increase
largely arose in Barclaycard and Barclays Capital.
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Potential problem lendings

In addition to the data above, lendings which are current as to payment of principal and interest, but where there exists serious
doubt as to the ability of the borrower to comply with repayment terms in the near future (potential problem lendings), were

as follows:

2000 1999 1998 1997 1996
£bn £bn £bn £bn £bn
UK 0.7 0.6 0.6 0.6 0.9
Foreign 04 01 01 01 01
11 0.7 0.7 0.7 1.0
% % % % %

Total provision coverage of:
credit risk non-performing lendings 70.7 76.4 75.2 718 65.6
total potential credit risk lendings 53.3 60.0 594 56.3 50.4

The increase in foreign potential problems lendings reflect exposures held by both Barclays Capital and Corporate Banking.

The high level of security held against the exposures included following the acquisition of The Woolwich reduces the level of
provisions required and consequently this reduces the Group’s coverage ratios. Excluding balances and provisions relating to

The Woolwich, the coverage would be 81.2% and 58.1% respectively.

Interest forgone on non-performing lendings

2000 1999 1998
£m £m £m
Interest income that would have been recognised under original contractual terms 246 165 182
Interest income included in profit (48) (45) (63)
Interest forgone 198 120 119
o~ <
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Cross-border outstandings

The world-wide operations of the Group involve significant
exposures in non-local currencies. These cross-border
outstandings are controlled through a well-developed system
of country limits, which are frequently reviewed to avoid
concentrations of transfer, economic or political risks.

Cross-border outstandings, which exclude finance provided
within the Group, are based on the country of domicile of the
borrower or guarantor of ultimate risk and comprise loans and
advances to customers and banks (including placings), finance
lease receivables, interest bearing investments, acceptances,
other monetary assets and on-balance sheet amounts arising
from off-balance sheet financial instruments, denominated in
currencies other than the borrower’s local currency.

At 31st December 2000, the countries where Barclays cross-
border outstandings exceeded 1% of assets were Germany,

the United States, and Japan and consisted substantially of
placings with banks due within one year. In this context, assets
comprise total assets, as presented in the consolidated balance
sheet, and include acceptances. On this basis, assets amounted
to £317,325m at 31st December 2000 (1999 £256,308m,

1998 £220,564m).

Cross-border outstandings exceeding 1% of assets

Banks Commercial
and other  Governments industrial
As % of financial and official and other
assets Total institutions institutions  private sector
% £m £m £m £m
At 31st December 2000
Germany 24 7,505 6,829 554 122
United States 19 6,104 3,125 5 2,974
Japan 11 3,493 2,721 96 676
At 31st December 1999
Germany 25 6,438 5526 239 673
United States 21 5,281 2,036 11 3,234
France 16 4,022 3,274 202 546
Switzerland 11 2,756 2,129 - 627
Netherlands 11 2,740 1,761 6 973
At 31st December 1998
United States 33 7211 2,864 54 4293
Germany 14 3,142 2,932 6 204
France 14 3,094 2,784 8 302
Netherlands 13 2,772 1,395 5 1,372
Japan 11 2,420 1,720 1 699

Cross-border outstandings between 0.75% and 1% of assets

At 31st December 2000, The Netherlands and France had cross-border outstandings of between 0.75% and 1% of total Group
assets amounting to £5,745m. At 31st December 1999, Canada and Japan had cross-border outstandings of between 0.75% and
1% of total Group assets amounting to £4,320m. At 31st December 1998, Barclays had no countries with cross-border

outstandings of between 0.75% and 1% of total Group assets.
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Market risk management

Market risk is the risk of loss arising
from changes in the level or volatility
of market prices, which can occur in
the interest rate, foreign exchange,
equity and commaodity markets. It is
incurred as a result of both trading and
asset/liability management activities.

The market risk management policies of the Group are
determined by the Group Risk Management Committee,
which also determines overall market risk appetite. The
Group’s policy is that exposure to market risk arising from
trading activities is concentrated in Barclays Capital.

The Group’s banking businesses are also subject to market
risk, which arises in relation to non-trading positions, such as
capital balances, demand deposits and customer originated
transactions and flows. The management of market risk in this
context is discussed further under Treasury asset and liability
management on page 54.

Trading activities

Trading includes both customer oriented business and positions
which are taken on Barclays Capital’s own account. For
maximum efficiency, these two activities are managed together.

In anticipation of future customer demand, the Group maintains
access to market liquidity by quoting bid and offer prices with
other market makers and carries an inventory of capital market
and treasury instruments including a broad range of cash,
securities and derivatives. Trading positions and any offsetting
hedges are established as appropriate to accommodate
customer or Group requirements. Barclays Capital also takes
positions in the interest rate, foreign exchange, debt, equity

and commodity markets based on expectations of customer
demand or a change in market conditions.

Derivatives entered into for trading purposes include swaps,
forward rate agreements, futures, options and combinations of
these instruments. For a description of the nature of derivative
instruments, see page 53.

DVAR: Summary table for 2000 and 1999

In Barclays Capital, the formal process for the management

of risk is through the Barclays Capital Risk Management
Committee. Day to day responsibility for managing exposure
to market risk lies with the Chief Executive of Barclays Capital,
supported by a dedicated global market risk management unit
that operates independently of the business areas.

Risk control

The Group uses a daily ‘value at risk’ measure as the primary
mechanism for controlling market risk. Daily Value at Risk
(DVAR) is an estimate, with a confidence level of 98%, of the
potential loss which might arise if the current positions were
to be held unchanged for one business day. Daily losses
exceeding the DVAR figure are likely to occur, on average,
only twice in every one hundred business days.

The Group Risk Management Committee allocates a total
DVAR limit for the Group and delegates the day to day control
and monitoring of market risk to the Group Market Risk
Director, who sets limits for each business area. In the case
of Barclays Capital, the overall limit is cascaded down to the
trading business areas, subject to endorsement by the
Group Market Risk Director and the Barclays Capital Risk
Management Committee. Daily risk utilisation reports are
produced across four main risk categories, namely interest
rate (including credit spread risk), currency, equity and
commodity risk.

As DVAR does not provide a direct indication of the potential
size of losses that could arise in extreme conditions, Barclays
Capital uses a number of complementary techniques for
controlling market risk. Weekly firm-wide stress tests, based
on both historical and hypothetical extreme movements of
market prices, are produced. These are reviewed by the senior
management of Barclays Capital at a risk meeting chaired by
the Chief Executive of Barclays Capital. If the potential loss
indicated by a stress test exceeds an agreed trigger level, then
the positions captured by the stress test are reported to, and
reviewed by, Group Risk Oversight Committee. Revenue losses
are also subject to triggers, which can also lead to positions
being reported to Group Risk Oversight Committee.

Analysis of market risk exposures

There has been no significant change in overall market risk
exposure in 2000, although average DVAR was slightly higher
than in 1999 (see table and chart below). Year-end DVAR was
£19.0m (1999 £20.2m).

Twelve months to
31st December 1999

Twelve months to
31st December 2000

Average High* Low™* Average High* Low*
£m £m £m £m £m £m
Interest rate risk 16.2 237 10.7 137 30.2 6.2
Foreign exchange risk 2.9 4.7 1.8 2.8 n.7 08
Equities risk 39 71 14 17 37 0.6
Commodities risk 14 35 0.9 12 2.2 05
Diversification effect (6.9) (3.3)
Total DVAR 175 27.7 115 16.1 325 77

* The high (and low) DVAR figures reported for each category did not necessarily occur on the same day as the high (and low)
DVAR reported as a whole. A corresponding diversification effect cannot be calculated and is therefore omitted from the above

table.
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Risk measurement

Barclays Capital uses the historical simulation method for
calculating DVAR. At the beginning of 2000, the length of
the historical sample was increased from one to two years.
This change has not had a material impact on the reported
numbers. The table on page 51 includes the daily average,
maximum and minimum values of DVAR, calculated using a
one year sample for 1999 and a two year sample for 2000.

In August 2000, Barclays Capital introduced an enhanced
methodology for calculating DVAR. The previous methodology
segregated interest rate exposures into two categories:
government and non-government. For risk measurement
purposes, all non-government exposures were assumed to
trade at LIBOR flat, and were therefore implicitly assumed to
have the same price volatility as an interest rate swap.
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The new methodology maps interest rate exposures into eight
categories: government, interest rate swaps and six credit
grades for non-government exposures. The greater definition
provided allows the system to discriminate between the
market risk of holding bonds with different credit qualities,

for example AAA securities as against non-investment grade
securities. In particular, it will better measure the effectiveness
of hedging strategies such as shorting governments or swaps
against non-government bond portfolios.

Since the introduction of the new method, Barclays Capital has
also continued to produce DVAR estimates using the old
methodology. The impact of the change has been to increase
reported DVAR by an amount which has averaged £3.2m and
which has ranged between £1.3m and £5.8m. It has not been
possible to apply the new methodology retrospectively to daily
positions prior to August 2000, and so the figures tabulated
above are based on the old methodology. As at 31st December
2000, the total DVAR using the new methodology was £21.3m
compared with £19.0m using the old methodology.

Barclays Capital recognises the importance of assessing the
effectiveness of DVAR. The main approach employed is the
technique known as back-testing, which counts the number of
days when trading related losses are bigger than the estimated
DVAR figure. For Barclays Capital as a whole there were no
instances in 2000 of a trading revenue loss exceeding the
corresponding DVAR.
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Derivatives

The use of derivatives and their sale to
customers as risk management products
Is an integral part of the Group’s trading
activities. These instruments are also
used to manage the Group’s own
exposure to fluctuations in interest and
exchange rates as part of its asset and
liability management activities.

Derivative instruments are contracts whose value is derived
from one or more underlying financial instruments or indices
defined in the contract. They include swaps, forward rate
agreements, futures, options and combinations of these
instruments and primarily affect the Group’s net interest
income, dealing profits, commissions received and other
assets and liabilities. Notional amounts of the contracts are
not recorded on the balance sheet.

The Group participates both in exchange traded and ‘over
the counter’ (OTC) derivatives markets.

Exchange traded derivatives

The Group buys and sells exchange traded financial
instruments, primarily financial futures and options on
financial futures. Holders of exchange traded instruments
provide margin daily with cash or other security at the
exchange, to which the holders look for ultimate settlement.

OTC traded derivatives

The Group buys and sells financial instruments that are traded
over the counter, rather than on a recognised exchange. In
general, the terms and conditions of these transactions are
tailored to the requirements of the Group’s customers,
although the majority conform to normal market practice.

In many cases, industry standard documentation is used, most
commonly in the form of a master agreement, with individual
transaction confirmations. The existence of a signed master
agreement is intended to give the Group protection in
situations where a counterparty is in default, including the
ability to net outstanding balances where the rules of offset
are legally enforceable. For further explanation of the Group’s
policies on netting, see page 77.

Foreign exchange derivatives

The Group’s principal exchange rate related contracts are
forward foreign exchange contracts, currency swaps and
currency options. Forward foreign exchange contracts are
agreements to buy or sell a specified quantity of foreign
currency usually on a specified future date at an agreed rate.
A currency swap generally involves the exchange, or notional
exchange, of equivalent amounts of two currencies and a
commitment to exchange interest periodically until the
principal amounts are re-exchanged on a future date.

Currency options provide the buyer with the right, but not
the obligation, either to purchase or sell a fixed amount of

a currency at a specified exchange rate on or before a future
date. As compensation for assuming the option risk, the
option writer generally receives a premium at the start of
the option period.

Interest rate derivatives

The Group’s principal interest rate related contracts are
interest rate swaps, forward rate agreements, caps, floors,
collars, swaptions and bond options.

An interest rate swap is an agreement between two parties

to exchange fixed rate and floating rate interest by means of
periodic payments based upon a notional principal amount
and the interest rates defined in the contract. Certain
agreements combine interest rate and foreign currency swap
transactions, which may or may not include the exchange of
principal amounts. A basis swap is a form of interest rate swap,
in which both parties exchange interest payments based on
floating rates, where the floating rates are based upon
different underlying reference rates.

In a forward rate agreement, two parties agree a future
settlement of the difference between an agreed rate and a
future interest rate, applied to a notional principal amount.
The settlement, which generally occurs at the start of the
contract period, is the discounted present value of the payment
that would otherwise be made at the end of that period.

Equity derivatives

The Group’s principal equity related contracts are equity and
stock index swaps and options (including warrants, which are
options listed on an exchange).

An equity swap is an agreement between two parties to
exchange periodic payments, based upon a notional principal
amount, with one side paying fixed or floating interest and the
other side paying based on the actual return of the stock or
stock index. No principal amounts are exchanged.

An equity option provides the buyer with the right, but not the
obligation, either to purchase or sell a specified stock or stock
index at a specified price or level on or before a specified date.

Commaodity derivatives

The Group’s commodity related contracts are mainly swaps
and options on commodities such as oil price indices and
precious and base metals price indices.

Property forwards

Property index forwards are OTC contracts for differences
between the contract price and the settlement price on a
given date in the future of a specified property index.

Credit derivatives

Credit derivatives are financial instruments that enable banks
to manage credit risk without changing their underlying loan
portfolios. The effect of a credit derivative is to transfer credit
risk from one party, the protection buyer, to another party,
the protection seller, who receives premium or interest related
payments in return for contracting to make payments to the
protection buyer. The payments are linked to the standing

of a reference asset, which may be a security, a loan or an
obligation on other derivative instruments. The term credit
derivative may also be applied to cash instruments where
repayment is linked to the credit standing of a reference asset.
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Treasury asset and liability
management

Treasury asset and liability management involves management
of liquidity, funding, interest risk and exchange rate risk arising
from non-trading positions through use of both on- and off-
balance sheet instruments. The Group policy is to manage the
earnings volatility arising from the effects of movements in
interest rates and exchange rates on the non-trading positions
inherent in the Group balance sheet. The policies for Group
asset and liability management are set by the Group Treasury
Committee, which is chaired by the Group Finance Director.
On a regular basis, the Group Treasury Committee receives
reports on the non-trading interest mismatch positions of the
Group and the maturity transformation of the Group’s assets
and liabilities. These are monitored within defined limits.

Liquidity risk management

The management of liquidity within the Barclays Group has
two principal strands. Firstly, day to day funding is managed
by monitoring future cash flows to ensure that requirements
can be met including the replacement of existing funds as
they mature or are withdrawn to satisfy demand by customers
for additional borrowings. Secondly, to maintain a stock of
highly marketable assets that can easily be liquidated as
protection against any unforeseen interruption to cash flow.

In order to avoid reliance on a particular group of customers

or market sectors the distribution of sources and the maturity
profile of deposits are actively managed. Important factors in
assuring liquidity are competitive rates and the maintenance of
depositors’ confidence. Such confidence is based on reputation,
the strength of earnings and the Group’s financial position.

A substantial portion of Barclays assets in the UK, and in certain
other retail banking areas, are funded with ‘core retail deposits’.
These important sources of liquidity are mainly current
accounts and savings accounts. Although current accounts are
repayable on demand and savings accounts are repayable at
short notice, maintaining a broad base of customers, both
numerically and by type of depositor, helps to protect against
unexpected fluctuations. Such accounts form a stable deposit
base for the Group’s operations and liquidity needs.

Liquidity management includes control over asset maturities
and the volume and quality of liquid assets and short-term
funds. Additionally, in evaluating the Group’s liquidity position,
management takes account of undrawn lending commitments;
the usage of overdraft facilities and the possible impact of
certain contingent liabilities such as standby letters of credit
and guarantees.
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The responsibility for the Group’s overall liquidity policy and
control lies with Group Treasury. In order to maximise the
benefits from knowledge gained in overseas domestic markets,
local treasury management in each location manage day-to-
day liquidity within the parameters set by Group Treasury and
subject to regular reports to Group Treasury. Local asset and
liability management committees comprising senior local
executives also review liquidity management depending on
the size and complexity of the treasury operation.

Monitoring and reporting take the form of cash flow
measurement based on principles agreed by the UK Financial
Services Authority. Each operation is required to maintain
sufficient access to funds, in terms of maturing assets and
proven capacity to borrow in the money markets. Special
attention is paid to cash flow projections for the next day, the
next week and the next month as these are key periods for
liquidity management. These positions are scrutinised daily
to prevent problems developing in the future. In addition
emphasis is placed on the need to monitor unmatched
medium-term assets and the level and type of undrawn
commitments.

The Group’s liquidity policy is designed to ensure that access
to appropriate funding is maintained. In accordance with the
policy the Group believes that the liquidity position was
satisfactory at 31st December 2000.

Interest rate exposure

The interest rate risk attached to the positions arising from
the UK banking operations is managed by Group Treasury,
which is responsible for the overall Group position. In
managing the non-trading positions inherent in the Group’s
balance sheet, consideration is given to the substantial
liabilities represented by interest free deposits, other interest
free or fixed rate liabilities as well as, for these purposes, part
of the Group’s shareholders’ funds. The positions arising from
these balances are managed by the maintenance of a portfolio
of assets with interest rates fixed for several years, including
loans and advances to customers, debt securities and interest
rate swaps and options. Similarly, mismatches of fixed rate
assets and liabilities are managed through the use of interest
rate swaps and other derivatives. Care is taken to ensure that
the management of the portfolio is not inflexible, as market
circumstances and customer requirements can rapidly change
the desirable portfolio structure.

International banking operations also incur interest rate risk.
Policies for managing this risk are agreed between Group
Treasury and Group Risk Analysis and Policy and are applied
through Asset and Liability Management Committees (ALCOs)
as appropriate. Guidance on the scope and constitution

of ALCOs is provided by Group Risk Analysis and Policy,

who maintain regular contact with the businesses on risk
management and control issues. Compliance with the applied
policy is controlled via a comprehensive financial risk
reporting framework including interest rate gap limits or,
where more appropriate, value at risk limits issued by Group
Risk Analysis and Policy. These limits enable positions,
transactions and flows emanating from the banking books to
be managed by local treasury operations in an orderly fashion,
either through Barclays Capital managed trading outlets or,
where necessary, through local markets.
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The total Group exposure, excluding Barclays Capital trading
risk, is shown for the purposes of this review in the form of

an interest rate repricing table (see note 46 on page 113).
This summarises the repricing profile of the Group’s assets,
liabilities and off-balance sheet exposures at 31st December
2000 and also reflects the non-trading hedges referred to
above. This table can be used as the basis for the assessment
of the sensitivity of the Group’s earnings to interest rate
movements, although allowance is also made for other factors
such as asset and liability currency composition and customer
behaviour (e.g. early prepayment of loans). It is estimated
that as at 31st December 2000, the Group’s earnings in 2001
would not be significantly affected either by a hypothetical
immediate and sustained increase of 1% in interest rates or
by a similar decrease in interest rates.

Foreign exchange exposure

The corporate and retail banking businesses incur foreign
exchange risk in the course of providing services to their
customers. The part of this risk that arises in UK operations

is transferred to and managed by Barclays Capital. In the case
of the international operations, Group Risk Analysis and Policy
allocates modest foreign exchange open position limits to
facilitate the management of customer originated flows.
Exposures are reported daily to Group Risk Analysis and Policy
and Group Treasury. As at 31st December 2000, aggregate
DVAR of these businesses for foreign exchange rate risk was
£0.2m (1999 £0.2m).

Hedging

Management of foreign currency investments

Non-trading positions in foreign currencies arise from the
currency investments which the Group makes in its overseas
businesses. The Group’s policy is to manage the currency
balance of the funding, financing these investments so as to
limit the effect of exchange rate movements on the Group’s
risk asset ratios. Management of the funding of investments in
overseas branches and subsidiary and associated undertakings
and joint ventures is carried out by Group Treasury, where the
operation of the funding policy is frequently reviewed. Regular
reports are made to Group Treasury Committee. The principal
structural currency exposures of the Group are set out in note
46 on page 115.

These positions, together with the currency composition of
tier 2 and tier 3 capital and minority interests in tier 1 capital,
ensure that movements in exchange rates have little impact on
the Group’s risk asset ratios. Such movements have an impact
on reserves (see exchange rate translation differences on page
84). With the positions in place at 31st December 2000, a
hypothetical increase of 10% in the value of sterling against all
currencies would have led to a fall of some £68m in reserves
(1999 £110m).

Risk management activities employ interest rate swaps, currency swaps and other derivatives that are designated as hedges.

The following table provides examples of certain activities undertaken by the Group, together with the related market risks and

the types of derivatives that may be used in managing such risks.

Activity Risk

Type of hedge

Fixed rate lending and
fixed rate investment.

Reduced earnings due to an
increase in interest rates.

Pay fixed interest rate swaps
and buy interest rate caps.

Fixed rate funding

(e.g medium-term note issuance). in interest rates.

Reduced earnings due to a fall

Receive fixed interest rate
swaps and buy interest
rate floors.

Firm foreign currency commitments
(e.g. asset purchases and sales).

Reduced earnings due to changes
in exchange rates between arranging

Foreign currency transactions.

a transaction and completion.

Managing the Group’s risk asset ratios.

Reduced risk asset ratio due to strengthening

Currency swaps.

of foreign currency against sterling.

The hedge transactions which are linked to these activities are centralised within Group Treasury and the exposure is then
passed to the market principally via independently managed dealing units within Barclays Capital, who treat these transactions
as part of their normal trading activities, and also via third parties. Risks arising in the Group’s other banking operations are
managed in a similar way. The disclosure that follows relates to derivative components of the Group’s hedging programme

transferred to the market via internal or external counterparties.

The reported figures do not take account of underlying balance sheet items being hedged, the net interest income thereon or

their mark to market values.
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For interest rate swaps and cross currency interest rate swaps that are used in the management of the non-trading exposures,
the weighted average pay fixed rates and receive fixed rates by maturity date and nominal amount at 31st December 2000 were

as follows in the table below:

The nominal amounts below include £5,120m and £641m, in respect of sterling and non-sterling basis swaps respectively.
Basis swaps are swaps where both payable and receivable legs are variable.

In managing the non-trading exposures relating to capital balances and demand deposits, both on-balance sheet and derivative
positions are held. The net effect of the derivative positions, in isolation, on net interest income resulted in a debit of £5m
(2999 credit of £79m). This included debits of £70m (1999 £19m) and credits of £65m (1999 £98m) for interest rate and

exchange rate derivatives respectively.

Sterling denominated contracts

Non-sterling denominated contracts

Pay fixed Receive fixed Pay fixed Receive fixed
Nominal Average Nominal Average Nominal Average Nominal Average
amount rate amount rate amount rate amount rate
£m % £m % £m % £m %
Maturity date; Not more than
three months 3,318 3.96 8,076 6.51 1,672 7.36 1,184 5.54
Over three months but not
more than six months 2,644 579 2,825 6.55 5,634 0.96 1,323 2.98
Over six months but not
more than one year 8,330 6.98 11,328 710 3,866 1.99 1,405 5.27
Over one year but not
more than five years 18,364 6.55 22,191 6.26 4,668 373 2,377 5.62
Over five years 2,736 6.76 4,019 6.64 1,738 6.34 2,624 6.73
35,392 6.37 48,439 6.55 17,578 3.06 8,913 549

The weighted-average receive variable and pay variable rates by reset maturity date and nominal amount at 31st December

2000 were as follows:

Sterling denominated contracts

Non-sterling denominated contracts

Receive variable Pay variable Receive variable Pay variable
Nominal Average Nominal Average Nominal Average Nominal Average
amount rate amount rate amount rate amount rate
£m % £m % £m % £m %
Reset maturity date: Not more than
three months 30,331 6.07 37,830 5.87 7,314 491 6,939 6.04
Over three months but not
more than six months 10,181 4.95 15,729 3.81 10,905 3.85 2,615 2.22
40,512 5.79 53,559 5.26 18,219 4.27 9,554 4.99
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Management of operational
and other risks

In addition to credit, market and
treasury risks, Barclays faces a number

of other risks. These risks are controlled

and managed within the overall risk
management framework under the
leadership of the Group Risk Director.

Operational risk management

Operational risk, which is inherent in all business activities, is
the potential for financial loss, and business instability arising
from failures in internal controls, operational processes or the

systems that support them. It can occur in all the Group’s
businesses and includes errors, omissions, natural disasters
and deliberate acts such as fraud.

The goal of operational risk management is to balance cost
and risk within the constraints of the risk appetite of the
Group and to be consistent with the prudent management
required of a large financial organisation.

The Group manages this risk under an overall strategy
determined by the Group Risk Management Committee
supported by the Group Operational Process Risk, Group IT

Security Risk, Group Business Continuity Management, Group

Fraud Prevention, Group Premises Related Risk and Group

People Related Risk Functions. This strategy is implemented by
each business unit and monitored at Group level. Within this
structure, potential risk exposures are assessed to determine

the appropriate type of controls to be applied.

It is recognised that such risks can never be entirely eliminated
and that the cost of controls in minimising these risks may
outweigh the potential benefits. Accordingly, the Group

continues to invest in risk management and mitigation such as

business continuity management and incident management.

Where appropriate this is supported by risk transfer mechanisms
such as insurance. In reinforcement of the implementation of the
Group's risk strategy by the business units, independent checks

on risk issues are undertaken by the internal audit function.

Compliance risk management
The Group is subject to a comprehensive supervisory and

regulatory structure in the UK, the European Union, the USA,
Asia-Pacific and in the many other countries around the world

in which it operates.

Compliance risk arises from a failure or inability to comply

with the laws, regulations or codes applicable to the financial

services industry. Non-compliance can lead to fines, public

reprimands, enforced suspension of operations or, in extreme

cases, withdrawal of authorisation to operate.

Responsibility for this risk lies with the Group Chief Executive

and the business heads, who are ultimately accountable
to the Board. They are supported in the discharge of their
responsibilities by the Group Compliance Director, the
compliance directors in each of the businesses and the
Group Regulatory Compliance function.

Legal risk management

Legal risk is the risk that the business activities of the Group
have unintended or unexpected legal consequences. It
includes risk arising from:

» Inadequate documentation, legal or regulatory incapacity,

insufficient authority of a counterparty and uncertainty
about the validity or enforceability of a contract in
counterparty insolvency;

» Actual or potential violations of law or regulation
(including activity unauthorised for a bank and which
may attract a civil or criminal fine or penalty);

» Failure to protect the Group’s property (including its
interest in its premises and its intellectual property such
as the Barclays logo, brand names and products); and

» The possibility of civil claims (including acts or other
events which may lead to litigation or other disputes).

The Group identifies and manages legal risk through effective

use of its internal and external legal advisers. The Group
General Counsel has ultimate responsibility for identifying,
monitoring and providing support necessary to identify,
manage and control legal risk across the Group.

Tax risk management

Tax risk is the risk of loss or increased charges associated with
changes in, or errors in the interpretation of, taxation rates or

law. Responsibility for control of this risk lies with the Group
Taxation Director.
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Economic and monetary environment and Supervision and regulation

Economic and monetary
environment

European Economic and Monetary Union (EMU)

The delivery of changes required to deal with the introduction
of euro notes and coins, and the demise of the legacy
currencies of the eurozone countries are being planned.

No significant incremental costs are expected in 2001 as a
result of these preparations.

Barclays incurred minimal expenditure during 2000 with
respect to any decision to introduce the euro in the UK that
may be made by the Government in the near future.

Supervision and regulation

UK

The UK government is implementing a major overhaul of the
UK financial regulatory system aimed at creating a new single
statutory regulator, the Financial Services Authority (FSA), for
the full range of financial business, including deposit-taking
business, securities and other investment business and
insurance business.

The first stage of this reform programme comprised the
implementation of the Bank of England Act 1998 (the 1998
Act), which came into force on 1st June 1998. Under the 1998
Act, responsibility for banking supervision in the UK was
transferred from the Bank of England to the FSA. The Bank

of England retains its monetary policy role and responsibility
for the overall stability of the financial system.

The next step in the reform programme is the implementation
of new legislation (the Financial Services and Markets Act
2000) to replace the existing legislation, including the
Financial Services Act 1986 and the Banking Act 1987

(see below). The Financial Services and Markets Act received
Royal Assent in June 2000 and its substantive provisions are
expected to come into force, together with other necessary
secondary legislation on which HM Treasury has been and is
currently consulting, in the second half of 2001. From then
on the FSA will become a single regulator (replacing other
regulators such as the self-regulating organisations (SROs))
and have a unified handbook of rules and guidance for
financial services.

The primary objective of the FSA (in its role as a bank
supervisor) is to fulfil the responsibilities relating to the safety
and soundness of banks placed on it by the Banking Act

1987 (the 1987 Act) with the aim of strengthening, but not
ensuring, the protection of depositors. Barclays Bank PLC is
an authorised institution under the 1987 Act and is subject
to consolidated supervision by the FSA under that Act.

The FSAs continuing supervision of banks authorised by it is
conducted through the collection of information from
statistical and prudential returns, reports obtained from banks
reporting accountants at the FSAs request, visits to banks and
regular meetings with management to discuss issues such as
performance, risk management and strategy. Under a risk-
based approach rolled out for all banks in 1998 — RATE — the
starting point for the FSAs supervision of all banks is based on
a systematic analysis of the risk profile of each bank. The FSA
also promulgates requirements that it expects banks (and
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groups containing banks which are subject to consolidated
supervision) to meet on matters such as capital adequacy
(see Capital resources on page 32), limits on large exposures
to individual entities and groups of closely connected entities,
and liquidity.

UK banks are required to be members of, and to contribute to,
a deposit protection scheme. This entitles depositors with a
failed institution to receive 90% of their protected deposits,
subject to a maximum payment to any depositor of £18,000
(or €20,000 if greater).

Most deposits made with branches of Barclays Bank PLC
within the European Economic Area (EEA) which are
denominated in sterling or other EEA currencies (including
the euro) are covered by the scheme.

Securities and other investment business is currently regulated
in the UK under the Financial Services Act 1986 (the 1986 Act).
Barclays Bank PLC and certain other subsidiaries are authorised
to conduct investment business in the UK through their
membership of SROs which are recognised by the FSA (in its
role as the regulatory body with oversight responsibilities
under the 1986 Act). As part of the reform programme, the
FSA, under service contracts, now carries out monitoring on
behalf of the SROs and provides them with support services to
enable them to fulfil their functions. The SROs regulate the
conduct of investment business by their members, although to
avoid duplication they do not generally impose separate capital
adequacy requirements on members such as banks where the
FSA acts as the lead regulator. Firms authorised to conduct
investment business are also required to participate in and
contribute to an investors compensation scheme to provide
protection to private investors against the default of a
participating firm up to a limit of £48,000 per investor.

The UK has now largely implemented the minimum
requirements imposed by European Community Directives
on such matters as capital adequacy and deposit and investor
compensation schemes. These form part of the European
single market programme, an important feature of which is
the framework for mutual recognition. This is designed to
enable a bank or investment firm authorised in one European
Union member state to conduct banking or securities and
investment business through branches or cross-border in
other member states without the need for additional local
authorisation.

Formal consultation is a key aspect of the UK government’s
reform programme and the Group has been reviewing and,
where relevant, commenting upon proposals both directly
and through market associations.

The Basel Committee and the European Commission have
issued consultation papers designed to replace the existing
framework for the allocation of regulatory capital for credit
risk. They recognise that a more sophisticated approach

is now required to address both financial innovation and the
increasingly complex risks faced by financial services
institutions. Most recently the Basel Committee and the
European Commission issued in January and February 2001
respectively proposals for a new capital adequacy regime that,
once finalised, will augment the 1988 Basel Capital Accord
and the existing EU capital framework. The final versions of
the rules are expected to be published around the end of 2001
and to be implemented in 2004,
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Rest of the World

In the United States, Barclays PLC, Barclays Bank PLC and certain
US subsidiary undertakings, branches and agencies of the Bank
are subject to a comprehensive regulatory structure, involving
numerous statutes, rules and regulations, including the
International Banking Act of 1978, the Bank Holding Company
Act of 1956, as amended, and the Foreign Bank Supervision
Enhancement Act of 1991. Such laws and regulations impose
limitations on the types of businesses, and the ways in which
they may be conducted, in the United States and on the location
and expansion of banking business there. The securities and
investment management activities conducted in the United
States are also subject to a comprehensive scheme of regulation
under the US federal securities laws, as enforced by the
Securities and Exchange Commission.

Barclays operates in many other countries and its overseas
offices and subsidiary and associated undertakings are subject
to reserve and reporting requirements and controls imposed
by the relevant central banks and regulatory authorities.

Risk factors

This document contains certain forward-looking statements
within the meaning of the United States Private Securities
Litigation Reform Act 1995 with respect to certain of the
Group’s plans and its current goals and expectations relating
to its future financial condition and performance. The Group
may also make forward-looking statements in other written
materials, including other documents filed with or furnished
to the SEC. In addition, the Group’s senior management may
make forward-looking statements orally to analysts, investors,
representatives of the media and others. In particular, among
other statements, certain statements in the Financial Review
and Business Description with regard to management
objectives, trends in results of operations, margins, costs,
return on equity, risk management, and competition are
forward looking in nature.

By their nature, forward-looking statements involve risk and
uncertainty because they relate to events and depend on
circumstances that will occur in the future. The Group’s actual
future results may differ materially from those set out in the
Group’s forward-looking statements. There are a number of
factors that could cause actual results and developments to
differ materially from those expressed or implied by these
forward-looking statements. These factors include, but are not
limited to, operational, legal, market, liquidity, credit and other
risks set out on pages 36 to 57 of the Financial review and
Competition as discussed on page 11. The discussion in this
report sets forth certain other risks and uncertainties that the
Group believes could cause its actual future results to differ
materially from expected results. However, other factors could
also adversely affect the Group’s results and the reader should
not consider the factors discussed in this report to be a
complete set of all potential risks or uncertainties.

Business conditions and general economy

The profitability of the Group’s businesses could be adversely
affected by a worsening of general economic conditions in the
UK or elsewhere as well as by foreign and domestic trading
market conditions. Such factors could also adversely affect the
credit quality of the Group’s on-balance sheet and off-balance
sheet assets. An economic downturn or significantly higher
interest rates could increase the risk that a greater number of
the Group’s customers would default on their loans or other
obligations to the Group, or would refrain from seeking
additional borrowing.

Government policies and economic controls

The Group’s businesses and earnings are also affected by the
fiscal or other policies that are adopted by various regulatory
authorities of the UK, foreign governments and international
agencies. The nature and impact of future changes in such
policies are not predictable and are beyond the Group’s control.

The UK Competition Commission is conducting an enquiry
into the supply of banking services by clearing banks to small
and medium sized enterprises and is due to report in June
2001. Provisional findings as to the existence of any monopoly
situation and any public interest issues arising may be made
during March 2001 but no final conclusions affecting Barclays
will be made before the Commission completes its report.

Credit risk

The Group’s provisions for credit losses provides for risks of
losses inherent in loans and advances. Estimating potential
losses is inherently uncertain and depends on many factors,
including general economic conditions, rating migration,
structural changes within industries that alter competitive
positions, and other external factors such as legal and
regulatory requirements.
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