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What you’ll hear today

e Asummary of the UK General Insurance market and Tesco’s current position

e The opportunity to grow our General Insurance business through deepening our
relationship with loyal Tesco shoppers

e Why it makes sense to reward Clubcard customers based on the relationship we
have with them

e Why we are setting up a new insurance joint venture and the reasons this will lead
to further success

TESCO Bank

Contents

e UK General Insurance market

e Industry profitlevers

e Tesco General Insurance

e Opportunity

e Thejourney

e Conclusion

TESCO Bank




TESCO

The UK General Insurance market

Motor and Home continue to dominate the Personal Lines
market
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This is a mature insurance market — growth will come
from taking market share
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Most motor insurance is sold direct whilst home has
historically been linked to mortgages

Motor Distribution Home Distribution
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Brand, pricing and distribution are key to success

Source: Datamonitor 2009
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The top ten underwriters

Market
share
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Source: Deloitte
*Consolidated motor & home insurance market share data for 2008
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Brands reach car insurance customers

Market
share*
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Aggregators have introduced a new distribution dynamic

Which aggregator did you contact?

Aggregator market share
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Rapid growth in marketing spend drives traffic through

the aggregators
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Industry profit levers

Pricing and claims drive profitability (illustrative)

oss Ratio

= The proportion
of claims paid as a % of
iums

et Operating Ratio
= All costs
expressed as a % of
income

-
| l
Premiums  Claims, netof Reinsurance Policy Marketing Levies and Instalment  Investment  Total profit
reinsurance servicing expenses other costs income income
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Margin and costs are under pressure from a number of
external factors

Aggregators are
squeezing margins

Low interest rates and
the financial market
environment is
impacting investment
returns

Compensation mentality —
bodily injury and number
of claims rising year on
year

Premiums  Claims, netof Reinsurance Policy Marketing Levies and Instalment  Investment  Total profit
reinsurance servicing expenses other costs income income
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The market in aggregate is not profitable but individual
insurers do make profits
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* Personal Lines Motor Overview 2008

Note: The underlying data n this schedule has been derived from A.M. Best Europe Ltd's Statement File UK product. While the data has been obtained from sources believed to be
reliable, its accuracy is not guaranteed
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Tesco General Insurance

Tesco offers arange of general insurance products

084530107 65 By bittte halps 08453010901

www.tescofinance com wwwiescobank com




Motor insurance is our largest product line

Premium Commission

2009 Half Year 2009 Half Year

£8m £3m

B Votor
B Home
M Pet

Travel
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There is an opportunity to re-invigorate our policy
growth

Policies m
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Rapid growth over a 5-year
157 period
Plateau reached over the
1.0 7 last few years
Substantial opportunity to
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Opportunity

We currently have low Clubcard penetration and brand
awareness

Tesco trend

Product awareness of Tesco shoppers H1 06 to H1 09

‘ Market leader

Motor Insurance 17.1%-20.2% DirectLine32.1%
Home Insurance 11.3%-14.2% | Aviva25.9%
Tesco product ‘ Clubcard penetration

Motor Insurance 4.2%

Home Insurance 2.1%
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Thereis a big opportunity to further develop the
relationship with our customers

e A1%increasein Clubcard penetration will generate a substantial increase in

revenues

Product ‘ Revenue Product portfolio
Motor +£45m +12.5%

Home +£32m +25%
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Clubcard customers have lower loss ratios

Incurred
loss ratio %

Motor Home

B Lossratio Clubcard M Loss ratio non-Clubcard
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The cost of acquiring a Clubcard customer is significantly
lower than that of a non-Clubcard customer

Get a quote Buy a policy

29%

M Clubcard
B Non-Clubcard

44%
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Clubcard overview

e (lubcard customers...
— Aremore likely to buy
— Perform better

e Sowerewardthem...
— Maximum car discount increased from 10% to 15% and now maintained at renewal

— Maximum home discount increased from 5% to 10% and now maintained at renewal

— Earn Clubcard points on motor policies
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Thejourney

A reminder - there are two major levers to value creation

Risk
selection,%
pricing

Claims
management

-
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Premiums  Claims, netof Reinsurance Policy Marketing Levies and Instalment  Investment  Total profit
reinsurance servicing expenses other costs income income
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To be a winner you need technical skills and strong
customer relationships

Technical skills. .. Customer relationship...

Risk selection

Risk pricing Marketing

Service
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The journey that will deliver more flexibility and control

Custor.n'er Marketing Ne.t R?t.all Sales Service Claims
Proposition Pricing Pricing
Custor_n_er Marketing '.\k?t R?t.a” Sales Service Claims
Proposition Pricing Pricing

Time

Activity
undertaken by: ’ - Tesco Bank - RBSi Tesco Insurance JV
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We have a strategy to leverage all of the key components
that make a successful insurer
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Conclusion

e Thereis an opportunity to grow our General Insurance business through
deepening our relationship with loyal Tesco shoppers

e There are sound reasons to reward Clubcard customers based on the relationship
we have with them

e We are setting up a new insurance joint venture to make the most of this
opportunity
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