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Disclaimer
NOT FOR DISTRIBUTION TO ANY U.S. PERSON OR TO ANY PERSON OR ADDRESS IN THE U.S.

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 Leeds Building Society (“LBS”).

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 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 Marina 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. 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 by any means.

This presentation does not constitute a prospectus or other offering document (an “offering document”) in whole or in part. 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. In particular, nothing in this presentation constitutes
an offer of securities for sale in the U.S. Recipients of these presentation materials who intend to subscribe for or purchase any securities are reminded that any subscription or
purchase may only be made on the basis of the information contained in any final offering document.

These presentation materials may only be communicated to persons in the United Kingdom in circumstances where section 21(1) of The Financial Services and Markets Act 2000 does
not 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) have professional
experience in matters relating to investments or (ii) are high net worth entities falling within Article 49(2)(a) to (d) of the FSMA (Financial Promotion) Order 2005 or certified high net
worth individuals within Article 48 of the FMSA (Financial Promotion) Order 2005 (together, ”Relevant Persons”).

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 securities offered.

Although the statements of fact in this presentation have been obtained from and are based upon sources that LBS believes to be reliable. LBS does not guarantee their accuracy, and
any such information may be incomplete or condensed. All opinions and estimates including in this presentation constitute LBS’s judgement, as of the date of this presentation and are
subject to change without notice.

Certain statements in this presentation may constitute “forward-looking statements”. These statements reflect the LBS’ 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 plan described herein. You are cautioned not to rely on such forward-looking
statements. LBS 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 should be required to do so under applicable law.

If these presentations 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 LBS nor any person who controls it nor any director, officer, employee or agent of it 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 LBS.
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Executive Summary

Leeds Building Society has continued to build on its
strengths and delivered further growth and a strong
profit performance in 2017

The strong profit performance in 2017 provides
additional capital which allows us to continue to grow
whilst maintaining financial security for our members

We place members at the heart of the Society, in the
most recent survey customer satisfaction remained
high at 91%

Net interest income increased to £213m due to lower
costs of retail and wholesale funding and strong
balance sheet growth

Total expenses growth slowed to 4% and cost ratios
remain in top quartile for our peer group

Well placed to meet future MREL requirements with
eligible market issuance to replace planned senior
funding
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To be Britain’s most successful building society

Mission: ‘Our purpose is to help people save and have the home they want. We will continually adapt to anticipate our
members’ changing needs and by doing the things we do well, we will help our members get on with life’

Delivering value to a growing membership

Customer Focussed
To support the aspirations
of a wide range of
borrowers and savers, in
particular those who are
not well served by the
wider market

Secure
To generate strong levels
of profit which are retained
in the business to build a
solid platform for growth

Service Driven
To deliver outstanding
personal service to all our
members

Efficient
To continue to reinvest in
the business to improve
efficiency, whilst being
intolerant of waste

• Savings rates reduced further in
2017, yet the Society was able
to pay higher savings rates than
the market average.

• Gross mortgage lending was a
record £4.1bn, above our natural
market share.

• Significantly improved the online
account opening process for
new accounts.

• Launched a long-term
partnership with Parkrun.

• A strong profit performance
provided capital to grow. The
Society maintained strong
capital ratios as it increased
lending in low risk residential
loans.

• A number of projects have been
completed, ensuring the Society
continues to comply with its
regulatory obligations.

• The Society continues to
progress its application to
manage credit risk on an IRB
basis with the PRA.

• Colleague engagement and
leadership scores improved
again, remaining in the top
quartile for the financial services
industry.

• Reduced the time it takes to
issue a mortgage offer to eight
days, without relaxing
underwriting standards.

• The time to process ISA
transfers has been cut from 15
days to three.

Our Vision, Mission and Strategy are:

• A new building has been
acquired as a Head Office.
Reducing the current three
Leeds City Centre locations to a
single site, with resultant long-
term cost savings.

• Reviewed the branch network to
ensure it remains relevant and
in appropriate locations. As a
result, eight branches closed
and the London branch has
been relocated.
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Our points of differentiation support each other to
create our unique value proposition

Business Points of Differentiation

Customer Points of Differentiation

How we utilise and deploy
our risk capability

Delivering outstanding service
through access to our highly

skilled and engaged colleagues

Efficiency demonstrated
through sector leading cost

ratios

Using financial strength to adopt
a distinct approach to savings

members – including rewarding
them through above average

rates

Our clear and purpose-led leadership which enables us to align the organisation towards achieving our strategic goals

Simplified technology
architecture enabling

integration with emerging
applications & data sources
resulting in a highly scalable

& adaptive platform

Our efficiency allows us
to invest in our

technology and service

Our investment in service
proposition supports

delivering outstanding
service

Our segmental risk based
lending approach

supports our ability to
offer above average rates

Segmental lending strategy
designed to protect margins

without increasing risk
appetite

Segmental lending strategy-
offers lending products to

customers who are not well
served by the market
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2017  Business Highlights

Source: Leeds Building Society Annual Results, as of 31st December 2017
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Strong growth performance
• Mortgages and Loans increased by 14% to

£14.9bn whilst improving key credit metrics
and maintaining strong capital ratios

• Savings balances increased by 17% to
£13.1bn

• Gross mortgage lending increased to a
record £4.1bn, taking the Society’s market
share to 1.6%, significantly higher than its
natural market share of 1.1%

• After two years of above average growth we
expect to grow more modestly in 2018, in
the face of strong competition and lower
margins to maintain capital ratios
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Income Statement
• Profit before tax rose by 4% to a record £120.9m

• Post-tax profits as a % of mean assets remains
strong at 0.51%

• Net interest income increased to £213.2m, driven by
growth of 16% in total assets.

2017
(£m)

2016
(£m)

Net Interest income 213.2 201.8

Other Income 7.8 10.2

Total Income 221.0 212.0

Administrative Expenses (92.5) (88.7)

Depreciation (3.0) (3.2)

Loan Loss Charges 5.5 0.9

Impairment losses on intangible assets (5.6) 0.0

FSCS & Other Provisions (3.6) (3.9)

Impairment Losses on land and buildings (0.9) (0.5)

Investment property for value movement 0.0 0.0

Profit Before Tax 120.9 116.6

Tax (32.9) (30.6)

Profit After Tax 88.0 86.0
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Net Interest Margin
• Net interest margin decreased to 1.24% in 2017,

compares strongly with peers

• The decrease was largely due to stronger competition in
the mortgage market and increased customer retention
activity

• We continue to pay higher than market average savings
rates to members

Source: 2017 Annual Results and 2017 Interim Results
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Costs and Efficiency

• Cost growth slowed in 2017 as headcount growth slowed
and remained flat in 2017

• The cost increases of the last three years are expected to
slow further as the Society realises efficiencies from its
investment programme

• Ratios demonstrate top quartile efficiency vs peer group
and have improved, demonstrating the cost control
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• Omni Channel platform will go live in March 2018.
Customer benefits include full online account opening,
debit card funding, secure messaging, and enhanced
security

• Ongoing development of our segmental lending
strategy with ‘anchor’ segments defined that
demonstrate clear areas of expertise for the Society
(e.g. Shared Ownership)

• Focus on improving the customer experience by putting
our members at the heart of our decision making



* The UK leverage ratio is based on the latest announcements from the PRA to exclude certain
central bank claims from the total leverage exposure measure and to increase the minimum
leverage ratio requirement to 3.25% for UK firms with retail deposits equal to or greater than
£50bn

** Buffers to apply on top of MREL requirements 12

Requirements** for “Other
Institutions”

15%

28%

18%
24%

MREL

CET1

Reg.
min.

High quality capital position backed by nearly 100% reserves leaves
the Society well placed to meet future requirements

• A strong capital position was maintained throughout the year with all capital ratios significantly in excess of the
regulatory minimum

• CET 1 capital resources have increased by £80m during 2017. The CET 1 ratio has decreased in the year, reflecting the
growth in residential lending

• The Society has a strong CRD IV leverage ratio of 5.0% (5.5% on a UK leverage ratio basis*)

• LBS expects to receive an advanced IRB waiver which will increase CET 1 to circa 28%
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Capital resources (£m)
Common Equity Tier 1 (CET1)
capital 952 871

Additional Tier 1 capital 12 15

Total Tier 1 capital 964 886

Tier 2 capital 24 28
Total regulatory capital
resources 988 914

Risk Weighted Assets (RWAs) 6,577 5,731

CRD IV capital ratios

CET1 ratio 14.5% 15.2%

CRR leverage ratio 5.0% 5.2%

UK leverage ratio 5.5% 5.6%



Balancing Growth, Capital, Risk and Profitability

• In 2016 and 2017, we decided to deploy some of our
surplus capital to support stronger growth

• Our Transformation Programme has created more
capacity; we have a mature risk capability; the competitive
climate has enabled growth at good margins – it has been
a good time to accelerate growth

• We are proud of that at the same time as being very
focussed on making sure we grow responsibly and
sustainably. This means creating sufficient capital to
support growth and balancing risk and return to ensure
sustainable performance through the economic cycle

• Over the last 5 years we have created £350m
of regulatory capital resources

• Over the same period our risk weighted
capital requirements have grown £205m

• Capital surplus has increased (+£145m) and
average risk weights have reduced from 39%
to 36% (on a standardised basis)
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2017 New Lending

Source: December 2017 Internal Reports

• We remained focused on helping borrowers who are not well
served by the wider market by supporting first time buyers,
Shared Ownership, Affordable Housing, Help to Buy and
Interest Only

• Combining this with our mainstream and Buy to Let lending,
our record mortgage performance in 2017 was achieved
across a balanced product range

• The Society’s market share of new mortgage lending was
1.6% (2016: 1.6%)
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2 Average Indexed LTV weighted by balance

• The arrears ratio1 reduced to 0.70% compared to 1.02% at
the end of 2016

• Sustained improvements in the economy, continued low
interest rates and high quality lending are the main drivers
of the improvement in the arrears ratio

• Proportion of the book above 90% LTV remained at c.3%
and the average indexed LTV stabilised at  56%
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Introduction of IFRS 9

17

• No material profit/loss impact in the current environment

• We expect the new regime to increase provision volatility in the future under differing scenarios

• Non-performing loans for the residential portfolio are classed as those that are >1.5% in arrears

• The IFRS9 ‘top-up’ is expected to be £21m to £26m. This represents a c0.2% reduction in CET1 prior to transitional
arrangements.

Source: December 2017 Internal Reports

Balance (£m)
Non-performing

loans (£m)
IAS39 provision

(£m) Total cover (%) NPL cover (%)
IFRS9 estimated

provision (£) Total cover (%)

Residential

UK 14,675 86.1 7.7 0.05% 8.94% 21.1 0.14%

Euro 245 19.7 16.1 6.57% 81.73% 24.0 - 29.0 9.80%

Commercial inc HA 84 39 17.2 20.48% 44.10% 17.2 20.48%

Total 15,004 144.8 41.0 0.27% 28.31% 62.3 - 67.3 0.42%
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Sustained Retail Savings Performance
• Retail savings from our members remain at the

heart of our funding strategy. On average the
Society paid 1.33% on its savings range,
compared to the market average of 0.70%1,
resulting in £75m in value to our members

• Savings balances increased by 17% to a record
£13.1 billion (2016: £11.2 billion)

• During the year the Society simplified the structure
of rates across its range of savings accounts,
paying at least 0.5% on all accounts.

• In 2017 we increased our market share2 of
savings and grew deposits by more than £1.5bn
for the first time

• Awarded the Moneyfacts ‘Best Building Society
Savings Provider’ award for the second year
running

19
1 Source: CACI CSDB, stock, January 2017 – December 2017, latest data available. CACI is an independent company that provides
financial services benchmarking data and covers 86% of the high street cash savings market.
2 Savings market share defined as mutual sector net retail savings as published by the Building Societies Association
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Stable Wholesale Funding Profile

Figures  are all GBP equivalent and correct from 31st December 2017
RMBS repayments modelled using current CPR expectations

• The Society continues to access wholesale markets and has a
portfolio of wholesale funding, including TFS, totalling £4.1
billion (2016: £3.4 billion) which equates to 22.2% of total
funding

• The Society has raised a further €500 million under its covered
bond programme. A total of £850 million has been drawn under
the TFS at the end of 2017

• The Society’s NSFR is 135% (2016: 131%) compared to an
expected regulatory minimum of 100%

20

137

550 19
649

441350 350

300

350

475

2018 2019 2020 2021 2022 2023 2024

Wholesale Funding Maturity Profile (£m)

RMBS Covered Bond Senior Unsecured TFS

16.9% 16.9%
20.3% 21.7% 22.2%

2013 2014 2015 2016 2017

Wholesale Funding Ratio

44%

4%
22%

21%

7% 3%

Wholesale Funding Composition

Covered Bonds

Securitisation

Term Funding
Scheme

Senior Unsecured

Money Market
Funding

Repo



MREL requirement gives Leeds flexibility to meet the new
regulations
• The Society is categorised by the PRA as a full bail in firm for resolution purposes

• The current expectation is to gain IRB status which will see our CET1 ratio rise to c.28%, which will leave leverage as
our binding constraint

• The Society has three years to meet the interim requirement (July 2020) which will be met when we obtain our IRB
waiver

• The final MREL shortfall including internal appetite buffers is currently expected to be c.£300-400m to meet the 2x
leverage requirement

• The Society has a strong leverage ratio of 5.0% (4.9% on an IRB basis) hence the MREL requirement

• The Society does not require external capital for regulatory purposes (other than MREL). We expect to meet this
requirement via two MREL transactions to manage concentration risk in the maturity profile

July 2017
Notification of “other

institution” status
(full bail-in)

July 2022
Full MREL

requirement
deadline for Leeds

July 2020
Interim MREL requirement

(18% CET1 + buffers)
deadline for Leeds

2018 2019 2020 20212017 2022

First MREL
transaction

[Second MREL
transaction]
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High Quality Liquidity
• Liquid assets at the end of 2017 were £2.7

billion compared to £1.9 billion at the end of
2016

• 99% of the portfolio is High Quality Liquid Assets
(HQLA) compared to 99% in 2016

• The Society also has access to contingent
liquidity through the Bank of England’s Sterling
Monetary Framework and the European Central
Bank

• The Society’s LCR is 198% (2016: 179%),
compared to the regulatory minimum of 100%
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Outlook for 2018 and Beyond
• 2017 has been another successful year for the Society and represents solid progress in delivering its vision to be

the UK’s most successful building society

• Brexit continues to create political and economic uncertainty but to date the UK economy has shown resilience.
Consequently, we see the UK continuing to be a good place to lend into whilst we remain vigilant to any potential
headwinds

• We expect the growing competition in the mortgage market that we have seen in the latter part of 2017 to
continue as now all of the large lenders are competing for market share. In the face of greater competition and
narrower margins we plan to grow at a more moderate pace compared to recent years

• The Bank of England is beginning to unwind the stimulus it has provided to the UK economy for many years with
the withdrawal of the TFS and the first rise in Bank Base rate in 10 years. We expect any rises in the base rate
to be gradual and the strength of our retail and wholesale funding franchises positions us well for the removal of
central bank funding

• We, like many other banks and building societies have been investing in our customer proposition, particularly in
our digital offering. We will see through our investment programme to ensure that we continue to provide high
quality customer service and to respond to ever-changing customer demands

• We remain committed to maintaining our financial strength and ensuring we balance our appetite to grow with the
need to manage risk and create sufficient capital to support that growth
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Key Contacts

Mark Taylor
Head of Capital Markets

mtaylor@leedsbuildingsociety.co.uk
+44 113 216 7415

Paul Riley
Director of Treasury

priley@leedsbuildingsociety.co.uk
+44 113 225 7525

Website:  http://www.leedsbuildingsociety.co.uk/treasury/

Robin Litten
Chief Financial Officer

rlitten@leedsbuildingsociety.co.uk
+44 113 225 7506
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