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NOT FOR DISTRIBUTION TO ANY U.S. PERSON OR TO ANY PERSON OR 
ADDRESS IN THE U.S., AS DEFINED IN REGULATION S OF THE U.S. 
SECURITIES ACT 1933, AS AMENDED.

IMPORTANT: You must read the following before continuing.  The following applies to the 
presentation materials following this page, and you are therefore advised to read this 
carefully before reading, accessing or making any other use of the presentation materials.  
In accessing the presentation materials, you agree to be bound by the following terms and 
conditions, including any modifications to them any time you receive any information from 
us as a result of such access.

This presentation is the property of Yorkshire Building Society (“YBS”).

The investments and services contained herein are not available to private customers in the 
United Kingdom.

By receiving this presentation, each investor (i) acknowledges that any offering is being 
made only outside the United States to non-U.S. persons in reliance upon Regulation S 
under the U.S. Securities Act of 1933, as amended (the “Securities Act”) and (ii) is deemed 
to represent that it is not a U.S. person within the meaning of Regulation S and is not 
accessing the presentation from a location within the United States its territories and 
possessions (including Puerto Rico, the U.S. Virgin Islands, Guam, America Samoa, Wake 
Island and the Northern Mariana Islands or the District of Columbia). If you are unable to 
agree to and confirm each of the items above, then you will not be eligible to view the 
presentation and you must destroy all copies of the presentation immediately and notify us 
forthwith of having done so. This presentation is strictly confidential and intended only for 
use by the recipient. By electing to receive this presentation, you represent, warrant and 
agree that you will not attempt to reproduce or re-transmit the contents of this presentation 
in whole or in part by any means. Failure to comply with this restriction may constitute a 
violation of applicable securities laws.

This presentation is an advertisement and does not constitute a prospectus or other offering 
document (an "offering document") in whole or in part for the purposes of Directive 
2003/71/EC (as amended) and / or Part VI of the Financial Services and Markets Act 2000 
(the “FSMA”). Information contained in this presentation is a summary only. Under no 
circumstances shall these presentation materials constitute an offer to sell or the solicitation 
of an offer to buy securities by YBS or by any of the managers (together, the “Managers”) 
retained by YBS for the transaction described herein. In particular, nothing in this 

presentation constitutes an offer of securities for sale in the United States. Recipients of 
these presentation materials who intend to subscribe for or purchase any securities are 
reminded that you must not make any investment decision whatsoever on the basis of this 
presentation, and that any investment decision for subscription or purchase must only be 
made on the basis of the information contained in the final prospectus published by YBS in 
connection with such offering, as supplemented (the “Prospectus”), and in particular, each 
reader is directed to the section therein headed “Risk Factors”.

The securities referred to herein have not been and will not be registered under the 
Securities Act or the laws of any state or other jurisdiction of the United States, and may not 
be offered or sold within the United States or to, or for the account or benefit of, U.S. 
persons (as defined in Regulation S under the Securities Act), absent registration or an 
exemption from, or in a transaction not subject to, the registration requirements of the 
Securities Act and applicable state laws. 

These presentation materials may only be communicated to persons in the United Kingdom 
in circumstances where section 21(1) of the FSMA would not, if YBS was not an authorised 
person, apply or to whom this document may otherwise be lawfully communicated. As such, 
this communication is made only to persons in the United Kingdom who (i) are “investment 
professionals” within Article 19(5) of the Financial Services and Markets Act 2000 (Financial 
Promotion) Order 2005, as amended (the “Order”) having professional experience in 
matters relating to investments or (ii) are high net worth entities falling within Article 49(2)(a) 
to (d) of the Order or certified high net worth individuals within Article 48 of the Order 
(together, "relevant persons").

The securities referred to herein are not intended, from 1 January 2018, to be offered, sold 
or otherwise made available to and, with effect from such date, should not be offered, sold 
or otherwise made available to any Retail Investor in the European Economic Area (“EEA”). 
For these purposes, a “Retail Investor” means a person who is one (or both) of: (i) a retail 
client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (“MiFID II”); or (ii) a 
customer within the meaning of Directive 2002/92/EC, where that customer would not 
qualify as a professional client as defined in point (10) of Article 4(1) of MiFID II. 
Consequently no key information document required by Regulation (EU) No. 1286/2014 
(the “PRIIPs Regulation”) for offering or selling the securities, or otherwise making them 
available, to Retail Investors in the EEA has been prepared and therefore offering or selling 
the securities or otherwise making them available to any Retail Investor in the EEA may be 
unlawful under the PRIIPs Regulation (once in force).
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The information given in this presentation is not intended to be relied on either as 
particular advice or for making investment decisions. By receiving this presentation each 
investor is deemed to represent that it is a sophisticated investor and possesses sufficient 
investment expertise to understand the risks involved in the offering. Investors must rely 
solely on their own examinations of the offering document in making a determination as to 
whether to invest in any securities offered.

Although the statements of fact in this presentation have been obtained from and are based 
upon sources that YBS believes to be reliable, YBS does not guarantee their accuracy, and 
any such information may be incomplete or condensed. All opinions and estimates included 
in this presentation constitute YBS's judgement, as of the date of this presentation and are 
subject to change without notice. There has been no independent verification of the contents 
of this presentation. It does not constitute or contain investment advice and nothing herein 
should be construed as a recommendation or advice to invest in any securities. No 
representation, warranty or undertaking, expressed or implied, is or will be made by YBS, 
any Manager or any other person as to, and no reliance should be placed on, the truth, 
fairness, accuracy, completeness or correctness of the information or the opinions contained 
in this presentation, or whether any information has been omitted from it. To the fullest 
extent permitted by law, YBS, the Managers and their respective directors, officers, 
employees, affiliates, advisors and representatives disclaim any and all liability whatsoever 
(in negligence or otherwise) for any loss however arising, directly or indirectly, from any use 
of this presentation or its contents or otherwise arising in connection with this presentation. 
This presentation should not be construed as legal, tax, investment, financial, accounting, 
regulatory or other advice and the recipient is strongly advised to seek their own 
independent advice in relation to any legal, tax, investment, financial, accounting, regulatory 
or other matters. Neither YBS nor any Manager acts as an adviser to, or owes any fiduciary 
duty to, any recipient of this presentation.

Certain statements in this presentation may constitute "forward-looking statements". These 
statements reflect YBS’ expectations and are subject to risks and uncertainties that may 
cause actual results to differ materially and may adversely affect the outcome and financial 
effects of the plans described herein. You are cautioned not to rely on such forward-looking 
statements. YBS disclaims any obligation to update their view of such risks and uncertainties 
or to publicly announce the result of any revisions to the forward-looking statements made 
herein, except where they would be required to do so under applicable law.

This presentation contains certain tables and other statistical analyses (the "Statistical 

Information") which have been prepared in reliance on information provided by YBS. 
Numerous assumptions have been used in preparing the Statistical Information, which may 
or may not be reflected in the material. As such, no assurance can be given as to the 
Statistical Information's accuracy, appropriateness or completeness in any particular 
context, or as to whether the Statistical Information and/or the assumptions upon which they 
are based reflect present market conditions or future market performance. The Statistical 
Information should not be construed as either projections or predictions or as legal, tax, 
financial or accounting advice. The average life of, or the potential yields on, any security 
cannot be predicted, because the actual rate of repayment on the underlying assets, as well 
as a number of other relevant factors, cannot be determined. No assurance can be given 
that the assumptions on which the possible average lives of or yields on the securities are 
made will prove to be realistic. Therefore information about possible average lives of, or 
yields on, the securities must be viewed with caution.

A rating is not a recommendation to buy, sell or hold securities and may be subject to 
revision, suspension or withdrawal at any time by the assigning rating organisation. Similar 
ratings for different types of issuers and on different types of securities do not necessarily 
mean the same thing. The significance of any rating should be analysed independently from 
any other rating.

If these presentation materials have been sent to you in an electronic form, you are 
reminded that documents transmitted via this medium may be altered or changed during the 
process of electronic transmission and consequently neither YBS nor any Manager nor any 
person who controls any of them nor any director, officer, employee nor agent of any such 
entity or affiliate or any such person accepts any liability or responsibility whatsoever in 
respect of any difference between the presentation materials distributed to you in electronic 
format and the hard copy version available to you on request from YBS or any Manager.
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We made good progress delivering on 
our strategic priorities in 2019

7

£95m
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Our value creation model
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Our business model gives us 
genuine advantage
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Our business overview
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Source: Fitch Ratings, Moody’s Investors Service
¹On 12/11//2019 Moody’s placed YBS (and 14 other UK banking groups) on Rating Watch 
Negative due to their view that the operating environment was likely to weaken

Source: (1) YBS 2019 Press Release
(2) Liquidity Ratio defined as - The total of cash and balances with the Bank of England, loans and advances to 
credit institutions, debt securities and other liquid assets as a percentage of shares and borrowings
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Financial 
performance
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2019 Full Year Results Key Highlights

Source – YBS 2019 Press Release 12
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Statutory and Core Operating Profit

1) UK Depositor Protection Scheme 4) Release of merger Fair Value
2) Structured Credit     5) Restructuring costs due to organisational changes
3) Accounting volatility on hedging 6) Costs of equalisation of pension scheme benefits 

Source – YBS 2017 & 2018 Annual Reports and Accounts and 2019 Press Release

£m 2017 2018 2019
Net interest income 502 472 465
Fair value volatility 13 20 (22)
Net realised gains 6 8 6
Other income 15 10 8
Total income 536 510 457
Management expenses (340) (311) (290)

196 199 167
Loan loss provisions 10 1 (0)
Other provisions (40) (7) (0)

Statutory profit before tax 166 193 167

Statutory profit before tax 2017 2018 2019

Add back: 

FSCS levy1 2 (1) 0

Non-core investments2 (6) (7) (2)

Timing differences - fair value volatility3 (7) (13) 29

Credit Day 1 fair value4 (4) (3) (2)

Restructuring provision5 14 10 1

GMP equalisation6 - 2 0

Other non-core items (5) - (3)

Core operating profit 160 181 185

13
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Income Statement – Net Interest Margin

 Net interest margin has 
decreased in line with Strategic 
Plan 

 Reduction in mortgage margins 
(competitive low rate 
environment & increased re-
mortgage activity)

 Provided higher savings rates at 
0.34% above market average 
(2018: 0.37%), resulting in more 
than £95m of benefit to 
members.

14
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Source – YBS 2017 & 2018 Annual Reports and Accounts and 2019 Press Release
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Income Statement – Costs

 We believe Cost: Core 
Income is a better 
measure of performance 
because it does not 
include accounting 
volatility on hedges that 
don’t qualify for hedge 
accounting

 Major cost initiatives 
continuing 

 Medium term goal Cost: 
Income ratio below 55%
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Source – YBS 2017 & 2018 Annual Reports and Accounts and 2019 Press Release
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Balance Sheet

 Steady total asset growth of 2.8% (2018 – 2019)
 Growth of Mortgage and Other Loans of 3.5% (2018 – 2019)

£bn 2017 2018 2019 

Liquid Assets 6.1 5.5 5.6

Mortgage and Other Loans 35.1 36.7 38.0

Other Assets 0.8 0.9 0.7

Total Assets 42.0 43.1 44.3

Retail Savings 28.9 29.6 30.7

Wholesale Funding and Other Deposits 9.8 10.1 9.9

Other Liabilities 0.3 0.3 0.4

39.0 40.0 41.0

Remunerated Capital 0.6 0.6 0.6

Reserves 2.4 2.5 2.7

Total Members’ Interest, Equity and Liabilities 42.0 43.1 44.3

16

Source – YBS 2017 & 2018 Annual Reports and Accounts and 2019 Press Release



Confidential

 2019 CET1 capital ratio – 16.6%

 2019 Total capital ratio – 18.9%      
(standardised RWA approach and fully 
loaded)

 2019 CRR Leverage ratio - 5.5%      
(on end point Tier 1 and CRD IV 
leverage measure)

 2019 UK leverage ratio – 5.8% 
(excludes central bank exposures)

Capital (Standardised RWA) 
Position and Leverage
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Source – YBS 2017 & 2018 Annual Reports and Accounts and 2019 Press Release
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Minimum Requirement for Eligible 
Liabilities (MREL)

Source – YBS

 YBS has regulatory approval to adopt 
end-state MREL in 2020 rather than 
interim 18% plus buffers (end-state 
lower for YBS)

 £275m Senior Non-Preferred issued in 
April 2019 to fully meet end-state 
requirements

 An application to use the Internal 
Ratings Based (IRB) approach to risk-
weightings is in progress – YBS expects 
to be leveraged constrained post IRB 
and therefore has limited MREL issuance 
requirements going forward

18

MREL Resource Base

MREL Requirements Vs MREL Resources 2019

16.3% 16.6%

0.0% 0.0%
4.0% 2.2%

1.8%

2018 2019

Total MREL Ratio
20.3%

Total MREL Ratio 
20.6%

M REL

Tier  2

AT1

CET1

Tier  2

AT1

CET1

16.4% 16.4%

18.6%

20.6% 20.6% 20.6%

Transitional End-state Capital End-state Leverage
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Key Financial Metrics

Metric 2017 (%) 2018 (%) 2019 (%)

Group net interest margin 
1.23 1.11 1.06

Group loans and advances growth 
2.8 4.7 3.5

Members savings balances growth 
0.9 2.1 3.8

Liquidity ratio 
15.7 13.9 13.8

CET1 capital ratio 
15.8 16.3 16.6

Total capital ratio 
20.1 20.3 18.9

CRR Leverage ratio 
5.1 5.4 5.5

UK Leverage Ratio
5.7 5.8

5.8

Cost: Core income ratio
65.0 63.5 60.4

Management expenses ratio (costs to mean 
assets) 0.83 0.73 0.60

19

Source – YBS 2017 & 2018 Annual Reports and Accounts and 2019 Press Release
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Treasury
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• High quality liquid 
assets (primarily BoE 
Reserves, Gilts, SSA, 
Covered Bonds, T-Bills)

• Stable and predictable 
retail deposit base 
(c.80% branch based), 
therefore liquidity 
minimums driven by 
external stakeholder 
expectations

• Contingent liquidity 
available via Bank of 
England

Liquidity

21
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Source – YBS 2017 & 2018 Annual Reports and Accounts and 2019 Press Release
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Wholesale Funding Profile

Source – YBS
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do not include planned issuances.
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Wholesale Funding Profile cont.

Funding for Lending Scheme (FLS):

 £3.5bn drawn; last draw down Jul-16
 £3.5bn repaid as at Feb-20
 4-year maturity
 Cost – Fee 25bp (for net lenders)
 No penalty for early redemption
 T-bills versus collateral (off balance sheet)

Term Funding Scheme (TFS):

 £2.9bn drawn; last draw down Feb-18
 4-year maturity
 Cost – bank rate flat (for net lenders)
 No penalty for early redemption
 Cash reserve v. collateral (on balance sheet)
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Wholesale Funding Market 
Issuance – History

Source – YBS

SLS: Special Liquidity Scheme,   FLS: Funding for Lending Scheme,   TFS: Term Funding Scheme
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Asset quality
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 Predominantly prime residential mortgage lender
 Sub-prime book closed and in run-off, circa 1.2% of total

balances
 BTL book currently below fair market share
 N&P Commercial loan book continues to grow within a

risk appetite limit of 3%
 Limited involvement in Social Housing sector

Mortgage Type Breakdown

Source – YBS
26

Lending Cohort Average 
Loan Size

Largest Loan 
Size

Weighted 
Average

Indexed LTV

Retail 
Residential

Prime 

£145,484 £5.0m 60%

Retail
Residential Sub-
Prime/Self-Cert

£100,230 £0.8m 58%

Retail BTL £130,631 £1.4m 58%

Social Housing £7,869,181 £50m 48%

YBS Commercial £291,088 £6.0m 56%

Closed Book
Commercial

£45,097 £0.1m 31%
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LTV Breakdown

Source – YBS 2019

27

 New Business LTV is limited to 
a maximum of 95% for prime 
residential and 80% for prime 
BTL.

 Within risk appetite, >85% LTV 
and >95% LTV residential new 
lending is limited to 31% and 
9% of annual completions, 
respectively. BTL lending >80% 
is limited to 12% of annual 
completions. 

 Negative equity on the back 
book has reduced to 0.1%, 
driven by positive HPI 
movements. 
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Regional Breakdown

• New residential mortgage lending 
is restricted to the UK, whilst BTL 
new mortgage lending is only 
offered in England and Wales.

• Annual residential new mortgage 
lending in Greater London is 
monitored within Risk Appetite, 
and  is restricted to 120% of the 
CACI industry benchmarking 
average. 

• Region mortgage stock 
concentrations are broadly in line 
with the industry; 19.06% of the 
Group’s retail mortgage stock is in 
Greater London (CACI 21.95%) and 
17.41% is in the South East (CACI 
18.99%).

• The >=3 months arrears rates 
(including possessions, by value) 
for Group mortgages in Greater 
London (0.21%) and the South East 
(0.3%) are some of the lowest of 
all regions and lower than the 
Group average (0.41%).

Source – YBS and CACI for Industry Data
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Arrears Analysis

 Arrears continue to outperform the industry average

 A significant step has been made towards integrated reporting in 2019’s Annual Report and Accounts

Source – YBS 
UK Finance (formerly CML) Data & Research - https://www.ukfinance.org.uk/data-and-research
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Retail Mortgages – Arrears by Cohort

 The vast majority of arrears come from lending which originated pre 2009. 

 Naturally, pre-2009 lending is decreasing as a proportion of total mortgage balances each year.

Source – YBS
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YBS Commercial Mortgages

 The YBS commercial loan portfolio is managed by a specialist team 
using a combination of lending policy rules, underwriting and close 
relationship management to assess new applicants and manage 
existing loans. 

 The majority of loans advanced against commercial properties use a 
vacant possession valuation to mitigate against future losses. 

 The YBS commercial >=3m arrears rate fluctuates due to low volumes.
 Book exposure to lending in London is limited within risk appetite. 

31
Source – YBS

Arrears on commercial lending fluctuate 
due to low volumes. The majority of the 
book is situated in London and South East. 
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Stress Testing

Source – YBS

Projected ratios in the 2019 BoE stress scenario
2018

Minimum stressed ratio before 
‘strategic’ management actions

IFRS 9 Transitional

CET1 Ratio 16.3% 14.6%

Tier 1 Ratio 16.3% 14.6%

Total Capital Ratio 18.6% 16.6%

Leverage Ratio 5.8% 6.0%

IFRS 9 Non-Transitional

CET1 Ratio 16.3% 14.4%

Leverage Ratio 5.8% 5.9%

 Although the Society is not currently part of the Bank of
England’s Concurrent Stress Testing regime; as part of its
annual Capital Planning Stress Test, the Society
undertook the Bank of England’s 2019 stress test
scenario based on results as at Dec 2018.

 This featured deep simultaneous recessions both globally
and in the UK combined with falling house prices and
escalating conduct costs. In the scenario, UK
unemployment rises to 9.2% and residential property
prices in the UK fall by 33%.

 At all times throughout the stress, the Society’s CET1
ratio (before management actions) remained above both
stressed and normal risk appetite, as well as regulatory
requirements, meaning the Society would be able to
continue with its lending plans even in a severe stress
scenario.

 It was deemed that no management actions would be
necessary to mitigate the impact of the stress.

32
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Environmental, 
Social and 
Governance 
Considerations

33
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Environmental, Social and Governance 
Considerations

Source – YBS

34

 The Society recognises the importance of continuing to mitigate our environmental 
impact through becoming more energy efficient and reducing our carbon emission

 Our carbon emissions fell by 17% in the year, driven by a combination of having fewer 
employees and branches, as well as improvements in the energy efficiency of our 
buildings

 The use of paper in an organisation can also have a detrimental impact on the 
environment. In 2019 we launched a new paperless initiative to replace paper-based 
processes with digital ones

 In 2019, the Society made a charitable donation of £1,050,413 (2018: £1,438,791), which included £244,707 
raised for End Youth Homelessness enabling 206 young homeless people to have a safe place called home 

 Since establishing ourselves as a social housing lender 10 years ago, we have built a portfolio through working 
with 35 Registered Providers with total facilities of over £950m (2018: £656m) and a current drawn balance of 
£315m (2018: £265m), with all lending secured on property 

 The 2019 Annual Report & Accounts show a significant step towards integrated reporting



Confidential

ESG Score Evolution

Source – YBS
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ESG Score by Agency
 ESG scores are compiled by assessing a 

number of factors, including but not limited 
to; business conduct, societal, customer and 
environmental impacts

 The considerable mprovements made by the 
Society over recent years have been 
recognised in the increased scores awarded 
by the respective agencies

 In 2019 YBS was named the most improved 
organisation by in terms of ESG within the 
Retail and Specialised Banks Sector1

(1) Source: Vigeo-Eiris ESG Retail and Specialised Banks Report 2019
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UK Economy
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UK Mortgage Market Overview

UK House Price Index1

YoY House Price Change1

(1) Source: HM Land Registry data © Crown copyright and database right 2019. This data is licensed under the Open Government Licence v3.0.  Data as at Nov 2019
(2) Source: Prudential Regulation Authority (PRA)/Financial Conduct Authority (FCA) - formerly FSA, via Haver Analytics

2019 Regional House Prices1

UK New Mortgage Lending LTVs (% total)2

Regions
Average price

Nov 2019
MoM Price 
Change % 

YoY Price 
Change % 

North East 130,712 0.7 1.4
North West 169,362 1.1 3.8
Yorkshire and The 
Humber 165,642 (1.0) 2.6

East Midlands 197,792 1.1 2.5
West Midlands 204,238 1.7 4.0
East of England 291,280 (0.7) (0.7) 
London 475,458 (0.5)            0.2
South East 326,636 0.4 1.0
South West 259,758 (0.3) 1.1
Scotland 154,798 0.4 3.5
Wales 172,574 3.5 7.8

37
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UK Mortgage Market Overview

(1) Source: Prudential Regulation Authority (PRA)/Financial Conduct Authority (FCA) 
(2) Source: Bank of England

UK Mortgage Balance Outstanding (£bn)1 UK New Mortgage Approvals (£bn)2

Mortgage Interest Rates (outstanding loans)1 Annual Unemployment Rate (LFS)2
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