00:00:01:11 - 00:00:01:29
Good morning.

00:00:01:29 - 00:00:04:08
And a warm welcome to everyone
joining us today for

00:00:04:08 - 00:00:08:12
Coventry Building Society’s
2025 full year results call.

00:00:09:05 - 00:00:12:14
I'm Zoe Melarkey, Head of Communications
and External Affairs.

00:00:12:25 - 00:00:15:24
And I'm delighted to be joined
by our Group Chief Executive Officer

00:00:15:24 - 00:00:17:02
Steve Hughes,

00:00:17:02 - 00:00:21:25
our Group Chief Financial Officer Lee Raybould
and our Group Treasurer, Gary McDermott.

00:00:22:16 - 00:00:23:20
Before we begin,

00:00:23:20 - 00:00:27:13
please note that we're running a live Q&A
following the presentation

00:00:27:23 - 00:00:30:23
and you should now see a QR code
at the bottom of your screen.

00:00:31:11 - 00:00:35:03
You can use your mobile phone
to open our live Q&A app and either

00:00:35:03 - 00:00:38:15
during or after the presentation,
please add your questions to our panel.

00:00:39:08 - 00:00:43:04
Steve, please could you start by giving us
an overview of 2025,

00:00:43:13 - 00:00:45:23
and we'll then hand over to Lee
to take us through

00:00:45:23 - 00:00:48:25
our financial performance
before opening up for Q&A.

00:00:49:15 - 00:00:50:05
Thanks, Zoe.

00:00:52:09 - 00:00:54:12
2025 was a defining and

00:00:54:12 - 00:00:57:14
transformational year
for Coventry Building Society.

00:00:58:20 - 00:01:01:20
On the 1st of January,
we completed the acquisition

00:01:02:06 - 00:01:06:00
of the Co-operative Bank,
a landmark transaction

00:01:07:01 - 00:01:09:11
designed to build scale,

00:01:09:11 - 00:01:12:11
longevity by entry into new markets

00:01:12:13 - 00:01:16:18
and most importantly, value for members
and customers.

00:01:18:08 - 00:01:21:20
Collectively, we now have almost 300 years
of experience,

00:01:22:12 - 00:01:25:12
over 4.5 million members and customers,

00:01:25:20 - 00:01:28:06
and almost 6,000 employees.

00:01:28:06 - 00:01:31:06
We've created one strong group

00:01:31:11 - 00:01:33:17
out of two organisations

00:01:33:17 - 00:01:36:17
with the same focus on purpose,

00:01:37:18 - 00:01:40:18
the same commitment
to doing the right thing

00:01:41:11 - 00:01:44:06
and the same ambition
of creating something

00:01:44:06 - 00:01:47:24
meaningfully different
in financial services.

00:01:50:03 - 00:01:53:12
2025 was also undeniably challenging.

00:01:56:02 - 00:02:00:03
The competitive environment,
the economic environment made trading

00:02:00:08 - 00:02:04:12
and striking the balance
between returns on mortgages and savings

00:02:04:17 - 00:02:07:14
very difficult.

00:02:07:14 - 00:02:11:17
But this solidified
the rationale behind the acquisition.

00:02:13:04 - 00:02:15:09
We have created scale

00:02:15:09 - 00:02:19:07
and by accessing the personal current
account and business banking markets

00:02:20:02 - 00:02:22:12
have been able to diversify

00:02:22:12 - 00:02:25:12
our funding sources.

00:02:26:24 - 00:02:28:29
Through the acquisition of the Bank,

00:02:28:29 - 00:02:32:26
we've increased our mortgage market
share of 3.1%

00:02:32:26 - 00:02:35:26
to 4.2%,

00:02:36:08 - 00:02:41:20
our savings
market share from 2.7% to 3.5%,

00:02:42:04 - 00:02:46:24
and now have a current account
market share of 1.6%.

00:02:49:22 - 00:02:51:28
To guide us on our journey,

00:02:51:28 - 00:02:54:05
we have a new strategy

00:02:54:05 - 00:02:57:20
and a new purpose,
driving everything we do

00:02:58:04 - 00:03:02:26
and every decision we make
is the commitment to “power

00:03:02:26 - 00:03:05:26
good with every pound”.

00:03:07:27 - 00:03:10:27
At its core is a fundamental belief

00:03:11:04 - 00:03:13:29
that every pound holds the power

00:03:13:29 - 00:03:16:29
to create positive change.

00:03:17:23 - 00:03:20:09
Whether it's the power to live in a place

00:03:20:09 - 00:03:23:09
you can call home.

00:03:23:24 - 00:03:24:10
The power

00:03:24:10 - 00:03:28:02
to manage your money in a way
that's right for you and your family,

00:03:29:20 - 00:03:32:20
or the power for purposeful organisations

00:03:32:26 - 00:03:35:26
to make a positive impact on society.

00:03:38:14 - 00:03:39:14
This new purpose

00:03:39:14 - 00:03:42:14
will shape our strategy and our thinking

00:03:43:09 - 00:03:47:06
about how we bring our organisations
and colleagues together,

00:03:48:03 - 00:03:51:03
and how we show up for our members,

00:03:51:14 - 00:03:54:14
our customers, our partners,

00:03:54:14 - 00:03:57:14
and our communities.

00:03:59:17 - 00:04:00:04
The UK

00:04:00:04 - 00:04:03:04
banking and financial services
market is highly competitive

00:04:04:12 - 00:04:06:23
and requires discipline

00:04:06:23 - 00:04:09:19
in terms of margin management,

00:04:09:19 - 00:04:12:19
but also costs and investment.

00:04:15:11 - 00:04:17:26
In the absence of shareholders,

00:04:17:26 - 00:04:20:10
we'll use our profits to keep both

00:04:20:10 - 00:04:25:11
current and future
generations of customers and members

00:04:25:28 - 00:04:28:28
financially safe and secure

00:04:29:05 - 00:04:32:05
through strong capital.

00:04:32:29 - 00:04:34:18
Through digital investment,

00:04:34:18 - 00:04:37:29
economies of scale
and a focus on efficiency

00:04:39:11 - 00:04:42:11
will bring significant focus to cost

00:04:44:02 - 00:04:47:08
while still ensuring
we deliver the excellent service

00:04:47:25 - 00:04:50:25
we're known for.

00:04:52:26 - 00:04:54:03
In 2025,

00:04:54:03 - 00:04:57:12
we made significant
progress in integration,

00:04:59:00 - 00:04:59:15
laying the

00:04:59:15 - 00:05:02:15
groundwork for our new organisation.

00:05:03:09 - 00:05:07:10
We've met all integration milestones
at a controlled pace,

00:05:08:08 - 00:05:11:08
but with real energy and purpose,

00:05:12:03 - 00:05:15:03
creating strong foundations

00:05:15:08 - 00:05:18:08
for our long-term future.

00:05:19:27 - 00:05:23:08
We've made huge progress
with bringing together our colleagues,

00:05:24:02 - 00:05:26:15
as well as integrating our systems

00:05:26:15 - 00:05:29:26
and redefining a common culture.

00:05:32:02 - 00:05:33:22
We introduced a single

00:05:33:22 - 00:05:36:22
joined up product strategy

00:05:36:25 - 00:05:39:25
across all our brands.

00:05:40:24 - 00:05:41:20
We established

00:05:41:20 - 00:05:44:20
and strengthened our leadership teams,

00:05:45:08 - 00:05:48:08
simplified our funding
and capital structure,

00:05:49:12 - 00:05:52:10
and created joint centres of excellence

00:05:52:10 - 00:05:55:00
across business functions

00:05:55:00 - 00:05:58:00
to provide the best possible service.

00:05:58:23 - 00:06:01:06
In 2026,

00:06:01:06 - 00:06:04:06
we'll finish
what we started on integration

00:06:04:28 - 00:06:07:28
and move into transformation.

00:06:10:07 - 00:06:12:14
Projects are already underway

00:06:12:14 - 00:06:15:13
to integrate IT networks,

00:06:15:13 - 00:06:17:22
colleague collaboration technologies,

00:06:17:22 - 00:06:21:15
finance, treasury
and HR systems,

00:06:22:09 - 00:06:26:18
with the majority of these planned
to deliver over the next 12 months.

00:06:28:24 - 00:06:29:23
We'll also turn our

00:06:29:23 - 00:06:33:01
attention to delivering customer
led propositions

00:06:33:25 - 00:06:36:25
that showcase our ethical,

00:06:37:01 - 00:06:40:01
social and mutual values

00:06:41:08 - 00:06:43:11
and will importantly deliver

00:06:43:11 - 00:06:46:11
strong commercial returns.

00:06:49:03 - 00:06:50:19
During 2026,

00:06:50:19 - 00:06:55:29
we expect to start the process
to transfer the assets and liabilities

00:06:55:29 - 00:06:58:29
of the Bank into the Society,

00:06:59:09 - 00:07:02:09
a process known as a Part VII.

00:07:02:27 - 00:07:06:04
Completion
is currently anticipated in 2027,

00:07:07:28 - 00:07:12:03
but we will update on our progress
when we publish our Group

00:07:12:03 - 00:07:15:03
interim results.

00:07:17:25 - 00:07:19:23
2025 has seen us deliver

00:07:19:23 - 00:07:22:24
a performance ahead of plan.

00:07:24:18 - 00:07:27:18
Notwithstanding economic uncertainty,

00:07:27:25 - 00:07:30:27
a competitive marketplace and the process

00:07:30:27 - 00:07:33:27
of bringing two organisations together.

00:07:34:06 - 00:07:36:16
A disciplined performance

00:07:36:16 - 00:07:39:16
across a balanced business scorecard,

00:07:40:10 - 00:07:42:13
financial plan,

00:07:42:13 - 00:07:45:29
franchise growth, colleague, community,

00:07:46:05 - 00:07:49:05
service and change delivery.

00:07:49:24 - 00:07:52:24
Lee will talk through
the detail of our financials,

00:07:53:18 - 00:07:55:17
but we are on track to pay back

00:07:55:17 - 00:07:59:22
the capital invested on buying
the Bank within two years.

00:08:02:07 - 00:08:02:19
We grew

00:08:02:19 - 00:08:05:23
mortgages in a modest but disciplined way,

00:08:06:13 - 00:08:08:25
and so our current account franchise

00:08:08:25 - 00:08:11:18
returned to growth.

00:08:11:18 - 00:08:13:22
Despite significant change,

00:08:13:22 - 00:08:16:22
we are recognised as a great place to work

00:08:17:10 - 00:08:20:10
with strong trust by our colleagues.

00:08:21:19 - 00:08:25:07
And collectively,
we invested an incredible £6 million

00:08:25:20 - 00:08:29:22
to support communities,
including working alongside

00:08:29:22 - 00:08:32:24
national and local charity partners

00:08:33:08 - 00:08:36:08
to tackle youth homelessness.

00:08:37:00 - 00:08:40:23
Deepening our partnership with Centrepoint
through a £2 million

00:08:40:23 - 00:08:43:24
contribution towards affordable housing

00:08:44:07 - 00:08:48:07
for young people in Coventry
and Manchester.

00:08:50:22 - 00:08:51:28
In 2025,

00:08:51:28 - 00:08:55:26
we've maintained an excellent
standard of service at the Society

00:08:57:01 - 00:09:00:09
and the Bank service
levels are the best in six years.

00:09:02:08 - 00:09:05:08
We continue to invest in digital

00:09:05:17 - 00:09:08:19
and a refurbishment
of the whole of the Bank branch network

00:09:09:09 - 00:09:11:07
as we did at the Coventry

00:09:11:07 - 00:09:15:04
and we are trialing dual
servicing in a number of branches.

00:09:18:04 - 00:09:21:02
As I look back on 2025,

00:09:21:02 - 00:09:23:18
I am struck by the resilience,

00:09:23:18 - 00:09:26:24
creativity
and commitment of our colleagues.

00:09:28:08 - 00:09:30:12
Our people have demonstrated

00:09:30:12 - 00:09:33:12
what makes this organisation special,

00:09:34:13 - 00:09:36:20
and I am equally grateful to our members

00:09:36:20 - 00:09:39:20
and customers for their trust and loyalty

00:09:40:10 - 00:09:43:12
and the support of the investment
community.

00:09:45:16 - 00:09:48:15
2026 will be another pivotal year

00:09:48:15 - 00:09:51:15
for the Coventry Building Society Group,

00:09:52:03 - 00:09:55:03
as we work to finish
what we've started on integration

00:09:55:21 - 00:09:58:23
and move to a stage of transformation.

00:10:00:12 - 00:10:03:03
Our ambition is clear:

00:10:03:03 - 00:10:05:27
to create a modern mutual

00:10:05:27 - 00:10:08:27
that combines scale with purpose,

00:10:10:05 - 00:10:12:07
and whose purpose

00:10:12:07 - 00:10:15:07
is powered by its performance.

00:10:16:07 - 00:10:16:29
Thank you.

00:10:16:29 - 00:10:19:24
And I'll now pass back to Zoe.

00:10:19:24 - 00:10:20:28
Thanks, Steve.

00:10:20:28 - 00:10:24:13
Before handing over to Lee to run
through the Group financials in detail,

00:10:24:17 - 00:10:26:20
please note
that this is the first full year

00:10:26:20 - 00:10:30:02
period of financial reporting
for the newly enlarged Group,

00:10:30:13 - 00:10:33:07
and includes the financial impacts
of the Bank acquisition

00:10:33:07 - 00:10:36:07
and the Bank performance in 2025.

00:10:36:10 - 00:10:39:08
Please also note
that the comparative period references

00:10:39:08 - 00:10:42:08
included in this report
do not include the Bank.

00:10:42:22 - 00:10:44:07
Over to you, Lee.

00:10:44:07 - 00:10:46:07
Thank you Zoe, and good morning everyone.

00:10:47:19 - 00:10:48:05
As Steve

00:10:48:05 - 00:10:51:19
mentioned, the Society welcomed
the Co-operative Bank into the Group

00:10:51:19 - 00:10:55:09
on the 1st of January, and I'm delighted
with the progress that we've made in the year.

00:10:56:11 - 00:10:59:07
The combined organisation
has a balance sheet

00:10:59:07 - 00:11:03:15
now of approximately £90 billion
across a range of product offerings.

00:11:04:19 - 00:11:08:06
Importantly, the acquisition
has diversified our funding and brings

00:11:08:06 - 00:11:11:19
the scale benefits required to support
the needs of our customers today

00:11:12:05 - 00:11:15:02
and well into the future.

00:11:15:02 - 00:11:16:12
Despite modest UK

00:11:16:12 - 00:11:20:02
economic growth and continued pressure
on margins, we've delivered another

00:11:20:02 - 00:11:24:07
pleasing set of financial results
supported by the Bank's contribution.

00:11:25:12 - 00:11:27:24
I'm pleased to report
that the acquisition has allowed the Group

00:11:27:24 - 00:11:32:00
to deliver a statutory profit
before tax of £801 million.

00:11:33:04 - 00:11:35:19
The increase from 2024 is mainly due

00:11:35:19 - 00:11:38:19
to the day one gain of £584 million,

00:11:38:26 - 00:11:42:13
which reflects the agreed purchase
consideration for the Bank being over

00:11:42:13 - 00:11:46:07
40% below the fair
value of the net assets acquired.

00:11:48:00 - 00:11:48:24
Underlying Group

00:11:48:24 - 00:11:52:09
profit before tax is an increase to £374
million,

00:11:52:17 - 00:11:55:18
mainly due to the inclusion
of the Bank's profits in the year.

00:11:57:05 - 00:12:01:12
The underlying cost income
ratio is increased to 65% from 50%

00:12:01:23 - 00:12:06:02
12 months ago,
reflecting the impact of the acquisition.

00:12:07:04 - 00:12:09:01
And excluding
the impact of the acquisition,

00:12:09:01 - 00:12:12:12
the Society sub-group’s cost income
ratio was 56%.

00:12:14:18 - 00:12:15:15
Since the acquisition,

00:12:15:15 - 00:12:18:18
the Bank's performance has been in line
with the Group's expectations,

00:12:18:27 - 00:12:23:04
and over the course of 2026,
I expect the benefits of integration

00:12:23:18 - 00:12:26:18
to be increasingly evident
in the performance of the Group.

00:12:28:09 - 00:12:31:12
Our updated pro-forma Group leverage
and CET1

00:12:31:12 - 00:12:35:09
ratios were 4.4% and 
19.1%, respectively.

00:12:36:12 - 00:12:39:10
As a result of increased profits
in the year and controlled mortgage

00:12:39:10 - 00:12:43:02
growth,
our leverage ratio is increased to 4.6%

00:12:43:12 - 00:12:46:24
and our CET1
ratio has increased to 19.7%.

00:12:48:08 - 00:12:48:19
The Group

00:12:48:19 - 00:12:52:09
liquidity position remains strong,
as demonstrated by our Pillar 1

00:12:52:09 - 00:12:55:12
LCR of 230% at 31

00:12:55:12 - 00:12:58:16
December ’25,
which is significantly above

00:12:59:08 - 00:13:02:08
regulatory minimum.

00:13:02:21 - 00:13:05:01
Underlying
Group net interest income increased

00:13:05:01 - 00:13:09:25
to £1.1 billion
from £679 million in 2024.

00:13:11:05 - 00:13:14:05
The increase is mainly due
to the inclusion of the Bank,

00:13:14:23 - 00:13:19:12
which was partly offset by £67 million
reduction in the Society sub-group

00:13:19:21 - 00:13:22:08
net interest income.

00:13:22:08 - 00:13:24:00
And about one quarter

00:13:24:00 - 00:13:28:21
of the £67 million is due to base
rate reductions and timing of when savings

00:13:28:21 - 00:13:34:01
rates are adjusted with the remainder
being lower mortgage and savings margin

00:13:34:10 - 00:13:37:10
as a result of more competitive markets.

00:13:37:29 - 00:13:42:07
The underlying group net interest
margin of 122 basis points was increased

00:13:42:07 - 00:13:48:05
by 15 basis points from 107 basis points as a direct
result of the Bank acquisition.

00:13:49:09 - 00:13:51:21
The Society’s sub-group net interest margin

00:13:51:21 - 00:13:55:12
reduced by 12 basis points to 95 basis points.

00:13:56:28 - 00:14:00:11
Member value has been stable,
with the Society paying savings

00:14:00:11 - 00:14:04:01
rate 84 basis points
higher than market average rates.

00:14:04:21 - 00:14:07:21
This equates to £398 million.

00:14:09:16 - 00:14:12:15
The performance of the mortgage book
remains resilient,

00:14:12:15 - 00:14:16:21
with just 0.38% of loans
more than three months in arrears.

00:14:17:27 - 00:14:21:12
Credit impairment charges
increased in the year to £24 million,

00:14:21:12 - 00:14:25:06
of which £23 million relates
to the inclusion of the Bank.

00:14:26:27 - 00:14:27:28
Post acquisition,

00:14:27:28 - 00:14:33:17
the credit quality of the Bank's lending
propositions remains similar to its 2024

00:14:33:17 - 00:14:36:19
performance,
and its standalone expected credit

00:14:36:19 - 00:14:39:19
loss provision was stable.

00:14:40:16 - 00:14:42:15
The £24 million charge in the year

00:14:42:15 - 00:14:45:15
reflects the inclusion
of the Bank into the Group.

00:14:45:22 - 00:14:49:03
This has resulted in an £8 million charge
in relation to the Bank's mortgage

00:14:49:03 - 00:14:53:16
lending, a £9 million charge
for unsecured lending and a further

00:14:53:16 - 00:14:57:21
£7 million charge for business
and commercial lending portfolios.

00:14:59:13 - 00:14:59:29
The Group has

00:14:59:29 - 00:15:03:16
continued to take a deliberately
cautious approach to estimating ECLs,

00:15:03:24 - 00:15:07:01
and we continue to hold £7 million
of post-model adjustments,

00:15:07:16 - 00:15:10:27
with a total of £44
million of balance sheet provisions.

00:15:12:24 - 00:15:16:03
The overall Group ECL provision
now equates to 6 basis points

00:15:16:03 - 00:15:20:05
of the lending book,
which is reflective of the very strong

00:15:20:05 - 00:15:23:05
credit quality
and very low arrears and losses.

00:15:24:00 - 00:15:26:28
The marginal increase in this coverage
ratio is due to the inclusion

00:15:26:28 - 00:15:29:28
of the Bank's unsecured and business
and corporate assets.

00:15:32:08 - 00:15:33:12
The Group manages growth

00:15:33:12 - 00:15:37:22
according to economic conditions,
market pricing and funding dynamics.

00:15:38:18 - 00:15:41:05
The Group
mortgage book has grown by £20 billion

00:15:41:05 - 00:15:46:18
to £72 billion in 2025,
which includes £19 billion of Bank

00:15:46:18 - 00:15:50:17
mortgage assets with modest organic growth
seen over the period.

00:15:52:08 - 00:15:54:15
During the year, the Group advanced £9.6

00:15:54:15 - 00:15:59:08
billion of new mortgages
as compared to £6.7 billion in 2024.

00:16:00:13 - 00:16:01:15
Growth in the sector in

00:16:01:15 - 00:16:05:07
2025 has seen more lending in higher LTV
segments

00:16:05:22 - 00:16:10:06
and the Group has taken a measured
approach to its participation, given

00:16:10:06 - 00:16:14:01
new business margins and the acquisition
impact on capitalisation.

00:16:16:04 - 00:16:18:09
New lending on owner occupied homes

00:16:18:09 - 00:16:22:17
accounted for 75% of new lending in 2025,

00:16:23:01 - 00:16:30:02
at an average LTV of 67%, in line
with new lending in 2024.

00:16:30:02 - 00:16:33:00
The balance weighted
indexed LTV of the combined

00:16:33:00 - 00:16:36:25
mortgage portfolio
has seen a small increase to 55%,

00:16:37:08 - 00:16:41:01
and the Group continues to evidence
a robust and high quality asset book.

00:16:42:21 - 00:16:44:13
In 2025, the Society

00:16:44:13 - 00:16:47:13
launched a new limited company
buy to let proposition,

00:16:47:13 - 00:16:50:20
broadening our reach and meeting
the evolving needs of our customers.

00:16:51:19 - 00:16:53:23
During 2025, £271

00:16:53:23 - 00:16:57:10
million of lending has been completed
through this new proposition,

00:16:58:26 - 00:16:59:15
and I expect the

00:16:59:15 - 00:17:02:25
performance of this product
to build through 2026

00:17:03:07 - 00:17:06:01
and support our already
strong market position

00:17:06:01 - 00:17:09:01
in buy to let.

00:17:10:03 - 00:17:10:15
The Group

00:17:10:15 - 00:17:13:23
continues to be predominantly funded
by retail deposits,

00:17:13:23 - 00:17:16:23
with balances of £72 billion

00:17:16:23 - 00:17:19:16
at 31 December ’25.

00:17:19:16 - 00:17:23:16
This includes £21 billion of acquired Bank
deposits.

00:17:25:00 - 00:17:28:27
The Group's overall savings
market share is 3.5%,

00:17:29:20 - 00:17:32:29
with the increased growth
reflecting the acquisition of the Bank.

00:17:34:26 - 00:17:38:05
The Group has approximately £5 billion
of personal current account balances

00:17:38:05 - 00:17:42:06
within retail deposits,
and we've seen a modest but positive

00:17:42:06 - 00:17:45:06
trajectory on the volume of customers
switching to the Bank

00:17:45:07 - 00:17:48:16
with 4,000 net switchers in 2025

00:17:48:16 - 00:17:51:16
and with balances
remaining stable across the year.

00:17:52:02 - 00:17:55:02
And that's in line with the market.

00:17:55:10 - 00:17:59:02
The Group also has £3.4 billion of business
and corporate savings

00:17:59:16 - 00:18:02:26
and current account balances,
and we have seen a £0.1

00:18:02:26 - 00:18:04:11
billion increase in the year.

00:18:05:13 - 00:18:06:09
Wholesale funding in

00:18:06:09 - 00:18:09:21
the period
has remained stable at £11.3 billion

00:18:10:03 - 00:18:13:12
and includes £1.9 billion of Bank
wholesale funding.

00:18:14:26 - 00:18:18:15
In 2025,
we successfully completed three issuances,

00:18:19:09 - 00:18:23:13
two sterling covered bonds
and one new EMI securitisation,

00:18:23:27 - 00:18:27:09
with strong execution
evident in all three transactions.

00:18:28:25 - 00:18:31:17
The Society
and the Bank have both previously accessed

00:18:31:17 - 00:18:35:26
the Bank of England's Term
Funding Schemes, and during 2025,

00:18:36:06 - 00:18:39:25
the Group has successfully repaid the majority
of the outstanding drawings,

00:18:40:13 - 00:18:43:21
with £4.3 billion
having been repaid during the year.

00:18:45:01 - 00:18:46:25
The remaining £260 million

00:18:46:25 - 00:18:49:25
is expected to be repaid in 2026.

00:18:52:03 - 00:18:53:18
Following the acquisition of the Bank,

00:18:53:18 - 00:18:57:27
the updated pro-forma Group CET1
ratio was 19.1%.

00:18:58:28 - 00:19:03:07
During 2025,
the CET1 ratio has increased to 19.7%

00:19:03:23 - 00:19:09:18
as a result of retained profits
in the year. offset by a small increase in RWAs.

00:19:10:25 - 00:19:14:23
Our CET1 ratio remains significantly ahead
of Total Capital Requirements

00:19:14:23 - 00:19:18:18
for the Group, which was 11.5% of RWAs

00:19:19:02 - 00:19:20:27
at 31 December ’25.

00:19:22:18 - 00:19:23:26
We are not currently

00:19:23:26 - 00:19:26:26
bound by regulatory leverage ratios.

00:19:26:27 - 00:19:30:03
Following the updated policy release
in Q4 ’25,

00:19:30:23 - 00:19:35:18
the UK leverage ratio framework
is expected to apply to the Group

00:19:35:18 - 00:19:40:22
when its average of retail deposits over
the last three years exceeds £75 billion

00:19:41:20 - 00:19:44:17
at the annual reporting date.

00:19:44:17 - 00:19:47:09
We do not currently anticipate leverage
requirements

00:19:47:09 - 00:19:50:09
will apply for the foreseeable future.

00:19:50:12 - 00:19:53:27
Now, notwithstanding that, the Group is
focused on improving our leverage ratio.

00:19:54:29 - 00:19:59:07
Our UK leverage ratio reduced to 4.4%
following the acquisition of the Bank

00:19:59:23 - 00:20:02:23
and has improved to 4.6% during the year

00:20:03:06 - 00:20:05:03
because of the increase in retained
profits,

00:20:05:03 - 00:20:07:00
alongside controlled mortgage growth.

00:20:08:16 - 00:20:10:13
The Group has a significant surplus

00:20:10:13 - 00:20:13:13
to MREL requirements of £1.8 billion,

00:20:13:13 - 00:20:16:13
excluding any PRA buffer.

00:20:16:15 - 00:20:20:01
Given the leverage regime is not expected
to bind for the foreseeable future,

00:20:20:24 - 00:20:23:24
the Group has increased flexibility
in managing outstanding

00:20:23:24 - 00:20:26:24
unsecured wholesale funding.

00:20:27:24 - 00:20:30:23
Basel 3.1 RWA floors are expected

00:20:30:23 - 00:20:33:23
to be phased in from 2027

00:20:33:24 - 00:20:36:09
and in time are expected to reduce

00:20:36:09 - 00:20:39:09
the Group's reported CET1 ratio.

00:20:39:27 - 00:20:42:27
Applying the Basel 3.1 RWA floors

00:20:43:08 - 00:20:46:11
to the 31 December 2025 figures

00:20:46:23 - 00:20:51:03
on a full transition pro-forma
basis would result in a CET1

00:20:51:06 - 00:20:54:06
ratio of approximately 17.5%.

00:20:56:06 - 00:20:59:06
However, it is worth noting

00:20:59:12 - 00:21:02:15
that on expected Basel 3.1 implementation

00:21:02:15 - 00:21:06:10
in January 2027, the Group estimates

00:21:06:10 - 00:21:10:14
a 20.1% pro-forma CET1 ratio

00:21:11:13 - 00:21:13:18
due to the removal of the IRB

00:21:13:18 - 00:21:16:18
scalar of 1.06.

00:21:17:05 - 00:21:21:00
So in summary, our financial performance
is in line with our expectations,

00:21:21:29 - 00:21:23:10
and we remain confident in

00:21:23:10 - 00:21:26:11
delivering the benefits envisaged
when we agreed to acquire the Bank.

00:21:27:15 - 00:21:31:07
Indeed, our reported statutory
profit includes a large one-off

00:21:31:07 - 00:21:35:22
gain, reflecting the 40% discount
we negotiated in buying the Bank.

00:21:37:25 - 00:21:41:12
2025 has presented
very competitive trading conditions

00:21:42:11 - 00:21:45:11
and I'm not expecting that
this is going to change in the short term.

00:21:46:24 - 00:21:49:25
This reinforces the strategic rationale
of buying the Bank.

00:21:50:12 - 00:21:53:25
It provides scale benefits
and a lower cost of funding,

00:21:54:22 - 00:21:57:27
enabling us to continue to invest
in improving products

00:21:57:27 - 00:22:01:12
and services for customers
and ensuring they offer great value.

00:22:03:16 - 00:22:04:17
Efficiency remains

00:22:04:17 - 00:22:07:19
a priority for us, and I am confident
we will deliver the synergies

00:22:08:00 - 00:22:12:03
from the acquisition of the Bank
and complete our integration safely.

00:22:13:21 - 00:22:16:21
Alongside that,
we will also continue to invest

00:22:16:25 - 00:22:19:26
in our propositions to make them even
better for our customers.

00:22:21:21 - 00:22:22:28
Credit quality remains

00:22:22:28 - 00:22:26:02
strong, with arrears and losses
amongst the best in the industry.

00:22:27:05 - 00:22:29:14
We remain prudently positioned
on liquidity

00:22:29:14 - 00:22:32:14
and will continue to operate in this way.

00:22:33:01 - 00:22:36:01
Our capital position is strong
and will naturally strengthen

00:22:36:01 - 00:22:39:01
through retained profits in the period
ahead.

00:22:39:26 - 00:22:43:16
My closing comment would be that
we have very firm financial foundations,

00:22:44:03 - 00:22:47:29
and I'm confident that we are well-placed
to deliver on our potential

00:22:47:29 - 00:22:50:29
as a larger and more diversified Group.

00:22:51:29 - 00:22:54:29
Now I'll hand over to Zoe,
who will host the Q&A.

00:22:55:25 - 00:23:00:00
Thanks Lee. Now, just to remind you, we're
going to get into our Q&A section next.

00:23:00:05 - 00:23:03:16
So if you do have any questions
for our panel, please scan the on screen

00:23:03:16 - 00:23:06:20
QR code or head to slido.com
and enter code

00:23:06:29 - 00:23:09:29
7090779.

00:23:10:13 - 00:23:13:03
We have had a question in to say
whether this will be uploaded,

00:23:13:03 - 00:23:16:03
and yes,
it will be available straight after this.

00:23:16:03 - 00:23:17:20
So we've got some questions in.

00:23:17:20 - 00:23:19:04
I'm going to start putting to the panel.

00:23:19:04 - 00:23:22:21
And I'd like to begin with this
first question I'm going to give to Lee.

00:23:23:03 - 00:23:23:29
Lee,

00:23:23:29 - 00:23:27:02
please can you share your current view
on mortgage competition

00:23:27:02 - 00:23:28:12
and deposit dynamics?

00:23:29:12 - 00:23:30:00
Yeah, sure.

00:23:30:00 - 00:23:32:18
I mean, we've just commented, right?

00:23:32:18 - 00:23:35:27
The mortgage market
is very competitive.

00:23:35:28 - 00:23:42:01
I think, it's starting to recover from,
you know, the sharp rise in interest rates

00:23:42:01 - 00:23:47:15
and, should see more momentum
if we see further cuts in interest rates,

00:23:47:15 - 00:23:52:18
which we would expect through ’26.
I think, the strong competition

00:23:52:18 - 00:23:58:00
across the board,
low LTV and high LTV.

00:23:58:00 - 00:24:02:02
And, you know,
we've probably seen a slight edging down,

00:24:02:02 - 00:24:07:13
in margins over the last 12 months
or so. On the deposit side,

00:24:07:16 - 00:24:11:08
I think we're seeing what I would
describe more as a normalisation,

00:24:11:08 - 00:24:15:25
if I'm honest, in terms of retail deposits
as interest rates

00:24:15:28 - 00:24:17:21
went up sharply.

00:24:17:21 - 00:24:20:14
There was a widening
on the liability side.

00:24:20:14 - 00:24:22:08
now they’re starting to come down.

00:24:22:08 - 00:24:25:12
We're kind of seeing, 
margins normalise.

00:24:25:17 - 00:24:29:18
So on both sides of the balance sheet,
we see

00:24:29:18 - 00:24:34:11
healthy and competitive markets.
For us in particular, obviously,

00:24:34:11 - 00:24:40:05
with the very significant acquisition,
we are focused on, our capital position.

00:24:40:05 - 00:24:44:07
We've seen, you know, kind
of strong accretion in the year. I'd expect

00:24:44:07 - 00:24:47:20
more of the same, if I'm honest,
through ’26.

00:24:47:20 - 00:24:49:01
So that's broadly what I would say.

00:24:50:00 - 00:24:51:02
Thank you very much.

00:24:51:02 - 00:24:53:04
Question for Steve now.

00:24:53:04 - 00:24:55:26

What market share and timings targets

00:24:55:26 - 00:24:58:26
do you have given the new strategy?

00:25:00:18 - 00:25:01:04
I'm not sure

00:25:01:04 - 00:25:05:09
we're definitive on percentages,
but if you look at

00:25:05:29 - 00:25:09:08
the sort of strategic rationale
for the transaction,

00:25:10:05 - 00:25:12:24
you know, that was about scaled entry

00:25:12:24 - 00:25:16:21
into the personal current account
and business current account markets.

00:25:17:13 - 00:25:20:11
It was fantastic to see a positive

00:25:20:11 - 00:25:23:21
net switching position, in 2025.

00:25:24:04 - 00:25:27:04
And we definitely need
that flywheel of growth

00:25:27:15 - 00:25:30:25
kicking in for ‘26 and ’27.

00:25:32:01 - 00:25:34:04
We want to be digital
first and human always.

00:25:34:04 - 00:25:38:26
That's going to involve significant
investment in our digital capability.

00:25:39:07 - 00:25:41:26
My expectation would be that that

00:25:41:26 - 00:25:45:05
market share would step up
towards the back end of our plan.

00:25:46:19 - 00:25:50:01
So, look, you know, for me,
we need to develop

00:25:50:08 - 00:25:53:18
brilliant propositions
that meet the needs of customers.

00:25:54:02 - 00:25:57:02
It needs to be a brilliant digital
offering.

00:25:57:20 - 00:25:59:18
And, you know, we need to attract

00:25:59:18 - 00:26:02:22
customers because we're different,
you know, meaningfully different.

00:26:02:22 - 00:26:07:06
Built
on our ethical, social and mutual purpose.

00:26:07:17 - 00:26:11:29
So, strategically important to us
and definitely

00:26:12:08 - 00:26:15:08
the mentionable growth in those markets
through the course of the five years.

00:26:16:10 - 00:26:17:28
Thank you.

00:26:17:28 - 00:26:20:17
So moving on to Lee.

00:26:21:16 - 00:26:23:06
Lee,
how were you thinking about prospective

00:26:23:06 - 00:26:26:06
funding in light of the current
deposit competitions?

00:26:26:12 - 00:26:29:18
And how does asset growth play into future
funding plans?

00:26:30:15 - 00:26:34:01
Yeah, similar, similar question to the
to the first one, right.

00:26:34:01 - 00:26:38:08
I think, you know,
my central view would be

00:26:38:08 - 00:26:41:08
that we will continue
to see competitive markets,

00:26:41:16 - 00:26:45:10
I think both funding and asset
through 2026.

00:26:46:04 - 00:26:49:01
Our focus, as I said, will be

00:26:49:01 - 00:26:52:11
will be on finishing what we've started
in terms of the integration

00:26:53:20 - 00:26:55:00
building back

00:26:55:00 - 00:26:58:17
some of the capital that we spent on the
acquisition.

00:26:58:26 - 00:27:04:19
Therefore, I would expect our growth, I
think, through ‘26 to be more modest.

00:27:04:24 - 00:27:07:21
And probably kind of similar
to what

00:27:07:21 - 00:27:10:21
we've seen in ‘25.

00:27:10:21 - 00:27:14:07
Gary, what are your 2026
wholesale issuance plans?

00:27:15:18 - 00:27:16:07
Thanks Zoe.

00:27:16:07 - 00:27:21:02
So look, as Lee said, we've got a
significant MREL surplus, circa £1.8 billion.

00:27:21:02 - 00:27:25:29
So that means 2026 you’d expect
to secure focus to our wholesale plans.

00:27:27:03 - 00:27:29:28
We've got established programs
and securitisation

00:27:29:28 - 00:27:32:28
covered markets as demonstrated in 2025.

00:27:33:18 - 00:27:35:08
Again, as Lee commented on earlier.

00:27:35:08 - 00:27:38:18
So I think you'd expect £1 to 2
Sterling billion equivalent

00:27:38:26 - 00:27:41:26
probably across 3 to 4 trades
subject to market conditions.

00:27:43:05 - 00:27:46:13
And I say unsecured
more to medium and shorter term funds

00:27:46:13 - 00:27:49:22
given the fact that leverage won't bind
for the foreseeable future.

00:27:51:12 - 00:27:52:08
That probably picks up

00:27:52:08 - 00:27:55:21
as we head into Basel 3.1 end state
towards the outer years of the plan.

00:27:57:05 - 00:27:57:25
Perfect.

00:27:57:25 - 00:28:00:20
So our final question,
unless we get any more come through, which

00:28:00:20 - 00:28:05:06
I'm going to give to Steve, I think,
which is are you seeing any impact from AI

00:28:05:06 - 00:28:08:06
and how are you utilising it
in the business?

00:28:09:07 - 00:28:13:07
AI seems to have been a,
an absolute golden thread, actually,

00:28:13:10 - 00:28:17:11
of all the sort of Bank results
and reporting season.

00:28:17:19 - 00:28:20:27
Look, we've got some fantastic
use cases already in our business.

00:28:21:04 - 00:28:25:29
In fraud management,
in complaints, in customer vulnerability.

00:28:26:17 - 00:28:30:16
We're definitely seeing a
theme that is linking

00:28:30:25 - 00:28:33:25
the evolution or revolution of AI

00:28:33:27 - 00:28:35:23
to cost targets.

00:28:35:23 - 00:28:38:29
And I do think AI will have, 
an important role

00:28:38:29 - 00:28:43:10
to play in terms of efficiency
and effectiveness of organisations.

00:28:43:10 - 00:28:49:00
But it's really, really important
that the use of AI aligns to strategy.

00:28:50:14 - 00:28:52:25
And as I think of our go forward
strategy,

00:28:52:25 - 00:28:57:15
I definitely see AI playing a key role
in our technology transformation.

00:28:58:03 - 00:29:01:24
Whether that be code generation,
whether it be testing, for example.

00:29:02:13 - 00:29:05:13
As we seek to grow our business

00:29:05:24 - 00:29:08:13
I could definitely see AI playing

00:29:08:13 - 00:29:11:13
a role in our customer
onboarding journeys.

00:29:12:16 - 00:29:16:03
You know, as
you look at the value of AI to customers,

00:29:16:03 - 00:29:20:19
there are so many pain points
in the journeys within financial services.

00:29:20:19 - 00:29:24:20
And why wouldn't we use
AI to make that better for customers?

00:29:25:10 - 00:29:29:02
And of course, there are processes
within organisations that definitely

00:29:29:02 - 00:29:31:06
AI can play a key role in terms

00:29:31:06 - 00:29:35:01
of simplifying those and making them
more effective and efficient.

00:29:35:01 - 00:29:38:01
So you know,
we're shaping that strategy.

00:29:38:26 - 00:29:42:01
But it will absolutely be aligned
to our go forward strategy.

00:29:43:04 - 00:29:44:07
Thank you.

00:29:44:07 - 00:29:46:00
So that's
all the questions we have for today.

00:29:46:00 - 00:29:48:26
So thank you all very much for watching
and have a lovely rest of your day.

