GOOD STRATEGIC AND OPERATIONAL
PROGRESS AND SOLID FRANCHISE
FUNDAMENTALS, BUT FINANCIAL
PERFORMANCE BELOW EXPECTATIONS

HEADLINE EARNINGS

▼ 7,3%
R12 506m

In 2019 SA economic growth was much slower than
expected as recessionary-like conditions prevailed.
This was mainly due to severe and frequent power
outages, the unsustainable fiscal trajectory and ongoing
policy uncertainty, combined with a deteriorating global
outlook. Under these difficult domestic conditions, company
profits and household finances deteriorated during the
year, resulting in subdued credit demand, lower transactional
volume growth and rising defaults in the SA banking industry.

We continued to make good strategic and operational
progress throughout the year and produced solid balance
sheet growth with advances up 7% and deposits growing
9,5%. A key focus was the operational rollout of our digital
onboarding capability for individuals visiting branches and
using the Money app and online banking, alongside our ability
to sell current accounts and personal loans digitally, as well
as pilots for cards, investment products and overdrafts.
In addition, we launched our refreshed loyalty and rewards
programme together with various market-leading digital
innovations. As our clients began to experience the value from
our digital journey and improved service levels, Nedbank
ended the year as the only SA bank to have improved its
Net Promoter Score (NPS) and on client satisfaction metrics
became the second highest-rated bank in SA.
SA’s economic growth prospects remain subdued,
undermined by persistent energy constraints, weak
government finances and slow progress on structural
reforms combined with a weaker outlook for global growth.
In this difficult SA macroeconomic environment, where we
currently forecast GDP growth in 2020 to be only 0,7%, and
given our 2019 base, our guidance for growth in diluted
headline earnings per share for 2020 is to be around nominal
GDP growth. Our medium-to-long-term financial targets
for ROE (excluding goodwill) and the cost-to-income ratio
in 2020 were communicated to the market in early 2018,
when GDP growth was forecast to be materially higher
than what has transpired, and as a result, credit growth and
interest rates (endowment impact) were also forecast to
be higher than what took place. To reflect the deterioration
in these metrics since 2018 we have revised the timelines
for achievement of these medium-to-long-term financial
targets to be more reflective of the current weaker economic
environment, which we expect to persist. For ROE (now
including goodwill), our medium-term target (two to three
years) is now greater than 17% and our long-term target (five
or more years) is greater than cost of equity plus 4%. For the
cost-to-income ratio we are now targeting less than 53% in
the medium term and less than 50% in the long term as our
digital journey matures and enables ongoing efficiencies.
Mike Brown
Chief Executive
3 March 2020

▼ 6,3%
2 565 cents

HEPS

▼ 6,7%

NEDBANK GROUP
LIMITED

2 605 cents

DIVIDEND PER SHARE
(full year)

▲

In this environment Nedbank Group’s financial performance
was below expectations as headline earnings declined 7,3% to
R12,5bn and the group produced an ROE (excluding goodwill)
of 16,0%. In addition to the challenging environment, headline
earnings were impacted by additional items in the
second half of the year, including hyperinflation in
Zimbabwe (R142m headline earnings impact) and the
raising of impairments against recoverability of recognised
intercompany legacy debt (R44m), the exercise of an
option that will increase our shareholding in Banco Único
(R140m) from 50% plus one share to approximately
87,5% (subject to regulatory approval), the revaluing of a
number of private-equity investments as the underlying
investee company performance was weaker and public
market multiples declined (R238m), and the increase in
impairments to just above the midpoint of our target range
of 60 bps to 100 bps as a result of increased impairments
raised on certain CIB watchlist items and an increase in
the central impairment. This was partially offset by good
cost management due to the ongoing benefits from
optimisation of processes and operations as part of our
digital journey, and as a result our cost-to-income ratio
improved from 57,2% to 56,5%.

DHEPS

1 415 cents
(2018: 1 415 cents)

Strategic focus areas
Delivering innovative
market-leading client
experiences

▼ 9,7%
2 500 cents

▼ 16,0%
(2018: 17,9%)

REVENUE GROWTH

▲ 2,5%
R56 164m

▼ 56,5%
(2018: 57,2%)

CLR

▲ 82

bps

(2018: 53 bps)

CET1 RATIO

▼ 11,5%
(2018: 11,7%)

NAV PER SHARE

▲ 3,7%
18 204 cents

Progress in 2019

Stakeholders

• Eclipse – operationalised the ability to digitally onboard individual
clients and digitally sell a transactional product and personal loan
• Nedbank Private Wealth and Nedbank Money apps rated top end
of SA bank apps
• Self-service digital functions on app and website increased to 114
(compared with 70 in 2018)
• Launched new and enhanced loyalty and rewards solution
• Karri app – grew active users more than 100% year on year, now
available in 500 schools

Growing our
transactional banking
franchise faster than
the market

• Retail main-banked clients down slightly to 2,95 million
• 32 CIB transactional client gains
• Attracted new ROA clients as newly launched products and digital
innovations started delivering benefits

Being operationally
excellent in all we do

• Saved 41 500 m2 of branch floor space (target > 49 000 m2 by 2020)
• Achieved cumulative cost savings from Target Operating Model of R1 147m
• Reduced core systems to 117 since 2010 (target < 85 by 2020)

Managing scarce
resources to optimise
economic outcomes

• First SA commercial bank to launch a green bond on the JSE raising a
total of R2,7bn
• Contribution to SDGs – including R27bn of renewable-energy payouts
to date
• Selective origination of personal loans, home loans and commercialproperty finance proactively limited downside credit risk in a
challenging operating climate

(2018: R54 795m)

COST-TO-INCOME
RATIO

FOR THE YEAR ENDED
31 DECEMBER 2019

DELIVERING ON OUR STRATEGY TO CREATE SUSTAINABLE VALUE FOR ALL STAKEHOLDERS

BASIC EPS

ROE
(excluding goodwill)

ANNUAL RESULTS

Providing our clients
with access to the
best financial services
network in Africa

Staff

Clients

Shareholders

Paid R17,3bn in salaries and benefits
New employee value proposition anchored on our purpose
Staff transformation: > 79% black representation
Staff engagement score strong at 75%

•
•
•
•
•

Paid out R208bn in new loans, up 15%
Safeguarded R904bn deposits at competitive interest rates
Only SA bank to improve its NPS score
CIB rated top in various lead tables
NGI named Offshore Management Company of the Year

•
•
•
•

Paid R7,1bn in dividends in 2019
Final dividend per share of 695 cents (2018: 720 cents)
Celebrated Nedbank’s 50th year on the JSE in 2019
First SA company to be named the overall winner across
three prestigious reporting and communication awards
in the same year

• Basel III-compliant – CET1 at 11,5%
• One of SA’s largest tax contributors – R11bn in direct,
indirect and employee taxes

Regulators

• Active participant in CEO Initiative – largest corporate
participant in YES (3 315 new jobs created)
• Level 1 BBBEE contributor under the Amended Financial
Sector Code (for second year in a row)
• Hosted bi-monthly Energy Dialogues bringing together
over 1 000 energy sector stakeholders looking for solutions
to SA’s energy challenges

Society

• Through collaboration with ETI more than 118 Nedbank
wholesale clients bank with Ecobank
• ETI contributed to earnings growth – 11 quarters of profitability
to 30 September 2019

•
•
•
•

ENSURING AND PROTECTING VALUE THROUGH GOOD GOVERNANCE
Aligned to
King IV™ Code
of Corporate
Practice and
Conduct

Board
independence
69% – protecting
the interests of
all stakeholders

Board diversity
– 69% black and
25% female

Passed all resolutions
at our 52nd annual
general meeting
in 2019, with > 98%
votes in favour of our
remuneration policy

For further information: This announcement is the responsibility of the directors. It is only a summary of the information
contained in the full announcement and does not contain full or complete details. Any investment decision should be based
on the full announcement published on the Securities Exchange News Service (SENS) on Tuesday, 3 March 2020, and also
available on our website at nedbankgroup.co.za.
Copies of the full announcement may be requested by contacting Nedbank Group Investor Relations by email
at NedgroupIR@Nedbank.co.za and are available for inspection at Nedbank Group‘s registered office at no charge on
weekdays from 09:00 to 16:00.
These results, the annual financial statements containing the audit report and additional information are available at
nedbankgroup.co.za.
Nedbank Group Ltd Reg No 1966/010630/06. Authorised financial services and registered credit provider (NCRCP16).

Engaged with shareholders
during our sixth annual
governance roadshow –
received strong support
for Nedbank’s progress on
ESG matters

BOARD DEMOGRAPHICS
(%)

6
25
44

25

White male
ACI male
ACI female
Non-SA

BOARD COMPOSITION
(%)

12

69

19

Executive directors
Independent nonexecutive directors
Non-independent nonexecutive directors
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