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Disclaimer (1)
This presentation, its contents and any related communication (together, the “Presentation”) is not intended for dis tribution to, or use by any person or entity in any juris diction or country where
such dis tribution or usewould be contrary to local law or regulation. This Presentation is being made available to you on a strictly confidential basis and is intended for the internal use of authoris ed
recipients (“Recipients”) only and no part of this Presentation may be reproduced, distributed, quoted, referred to or disclosed to any third party. Recipients are hereby notified that photocopying,
scanning, or any other form of reproduction, or distribution, in whole or in part, to any other person at any time is strictly prohibited without the prior written consent of TSB Bank plc (“TSB”). By
reading or attending this Presentation you represent, warrant and agree that (i) you w ill not attempt to reproduce, distribute or transmit the contents (in w hole or in part) of this Presentation by any
means and agree to keep it confidential at all times; (ii) you consent to delivery of this Presentation by electronic transmission, if applicable; (iii) you are not a U.S. person w ithin the meaning of
Regulation S under the U.S. Securities Act of 1933, as amended (the “Securities Act”) and are not acting for the account or benefit of any U.S. person; (iv) if you are in the United Kingdom, you
are a personwho is (a) an investment professional within the meaning of Article 19 of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (“FPO”) or (b) a high net worth
entity falling w ithin Artic le 49(2)(a) to (d) of the FPO; (v) if you are in the European Economic Area (the “EEA”) or the United Kingdom, you are (a) not a Retail Investor (For these purposes a “Retail
Investor” means a person who is one (or more) of (1) a retail client defined in point (11) of Article 4(1) of Directive 2014/65/EU (as amended) (“MiFID II”) or (2) a customer w ithin the meaning of
Directive 2002/92/EC (as amended, the (Insurance Mediation Directive),where that customer would not qualify as a professional client as defined in point (10) of Artic le 4(1) of MiFID II or (3) not
a qualified investor as defined in Regulation ( EU) 2017/1129 (the Prospectus Regulation); (vi) you are a person to whom this Presentation may lawfully be delivered in accordance with the laws of
the jurisdiction in w hic h you are located; and (vii) you have understood and agreed to the terms set out herein. By accepting the delivery of this Presentation, the recipient warrants and
acknow ledges that it falls w ithin the category of persons set out in this disclaimer.
The information herein is strictly confidential and intended solely for use by the recipient. This Presentation is solely for use as an investor presentation and is provided as information only.
This Presentation does not constitute an invitation or recommendation to invest or a public offer of securities under any applicable legislation or form any part of an offer to sell or a solicitation of an
offer to buy any securities in any jurisdic tion, including the United States. Any securities subsequently is sued by TSB w ill not be registered under the Securities Act, or the securities laws of any
state or any other juris diction of the United States, and may not be offered or sold w ithin the United States except pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the Securities Act and any applicable state or local securities laws. Any failure to comply w ith this regulation may constitute a violation of United States securities laws. Neither this
Presentation nor any copy hereof may be sent or taken or distributed in the United States or directly or indirectly to any U.S. person (as such term is defined in Regulation S under the Securities
Act), except pursuant to an exemption from the registration requirements of the Securities Act. If this Presentation has been received in error it must be returned immediately to TSB. Accordingly,
this Presentation is being provided only to persons that are not “U.S. persons” within the meaning of Regulation S under the Securities Act.

NOT FOR DISTRIBUTION DIRECTLY OR INDIRECTLY TO ANY U.S. PERSON (AS SUCH TERM IS DEFINED IN REGULATION S UNDER THE SECURITIES ACT) OR TO ANY PERSON OR
ADDRESS IN THE UNITED STATES.
For the purposes of section 21 of the Financial Services and Markets Act 2000 ("FSMA"), this Presentation is directed only at persons (i) in the United Kingdom w ho (a) are investment
professionals within the meaning of Artic le 19 of the FPO or (b) are high net worth entities falling w ithin Article 49(2)(a) to (d) of the FPO or (ii) in any member state of the EEA or the United
Kingdom w ho is not a Retail Investor (as defined above) (all such persons in (i) and (ii) together being referred to as “Relevant Persons"). This Presentation must not be acted on or relied on by
persons who are not Relevant Persons. Any investment or investment activity to which this Presentation relates is available only to Relevant Persons and will be engaged in only with Relevant
Persons. Each Recipient represents and agrees that it has complied and w ill comply with all applicable provisions of the FSMA with respect to anything done by it in relation to any securities in,
from or otherwis e involv ing the United Kingdom. This Presentation is not for distribution to retail clients as defined by the Financial Conduct Authority Rules. No action has been made or will be
taken that w ould permit a public offering of any securities described herein in any jurisdiction in which action for that purpose is required. No offers, sales, resales or delivery of any securities
described herein or distribution of any offering material relating to any such securities may be made in or from any jurisdic tion except in circumstances which will result in compliance w ith any
applicable law s and regulations.

This Presentation has been prepared by TSB for information purposes only and is provided to you on the basis of your acceptance of this disclaimer. It is not an advertisement and does not
constitute a prospectus or other offering document in w hole or in part for the purposes of the Prospectus Regulation or otherwise. There has been no independent verif ication 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. TSB does not act as an adviser
to, or ow e any fiduciary duty to, any Recipient.
Any failure to comply w ith these restric tions may constitute a violation of the law s of any such other jurisdic tions. In particular, neither this Presentation nor any copy of it nor the information
contained in it is for distribution directly or indirectly in or into the United States, Canada, Australia, Japan or South Africa, except as otherwise set forth in this Presentation.
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Disclaimer (2)
Any future potential transaction is qualified in its entirety by the information in the final form documentation relating to any such proposed transaction. Investors should not subscribe for any
securities except on the basis of the information contained in the final form documentation relating to any such proposed iss ue of securities, in particular, each reader is directed to any section
headed “Risk Factors” in any such documentation.

The view s or information expressed or presented in this Presentation are based on sources TSB believes to be accurate and reliable, how ever neither TSB nor any of its respective officers,
servants, agents, employees or advis ors or any affiliate or any person connected w ith them make or will make any representation or warranty, express or implied, in relation to the fairness,
accuracy, adequacy, completeness or correctness of such information, nor as to the reasonableness of any projections, targets, estimates, or forecasts, nor as to whether any such projections,
targets, estimates or forecasts are achievable. Nothing in this Presentation constitutes or should be relied upon as a promise or representation as to the future or as to past, present or future
performance of TSB or a recommendation to any person to acquire any securities. No responsibility is or will be accepted by TSB or any of its respective offic ers, servants, agents, employees or
advisors or any affiliate or any person connected w ith them as to the accuracy or completeness of the information contained in this Presentation. All opinions and estimates included in this
Presentation are provided as of the date of the Presentation and subject to change without notice. TSB is not under any obligation to update or keep current the information contained herein.
Moreover, the information contained within this Presentation is preliminary and incomplete and does not purport to be comprehensiv e or a complete description of all material terms that may be
required to evaluate any investment in TSB. Neither TSB nor any of its officers, servants, agents, employees or advis ors or any affiliate or any person connected w ith them accepts any liability
w hatsoever for any direct, indirect or consequential damages or losses how soever arising fromany use of this Presentation or its contents or otherw ise arising in connection therew ith.
Nothing in this Presentation constitutes legal, regulatory, tax, business, investment, financial and accounting advice. Before making any investment decision you should take steps to ensure that
you understand and have made an independent assessment of the suitability and appropriateness thereof, and the nature and extent of your exposure to risk of loss in light of your own objectives,
financial and operational resources and other relevant circumstances. You should take such independent investigations and such professional advice as you consider necessary or appropriate for
such purpose. You should consult with your own legal, regulatory, tax, business, investment, financial and accounting advis ers to the extent that you deem it necessary, and make your own
investment, hedging and trading decisions (including decisions regarding the suitability of any transaction) based upon your own judgement and advice from such advisers as you deem necessary
and not upon any view expressed in this Presentation.
This Presentation is distributed upon the express understanding that no information contained herein has been independently verified by any other person other than TSB.
This Presentation includes statements whic h may constitute forward-looking statements within the meaning of Section 27A of the Securities Act and Section 21E of the U.S. Securities Exchange
Act of 1934, as amended. Forward-looking statements may be identified by the use of forward-looking terminology, such as the words, “expects”, “estimates”, “intends”, “aims”, “may”, “will”,
“should”, “could” or “anticipates” or the negative of or other variations of those or similar terms. Such statements are subject to know n and unknow n risks, assumptions and uncertainties and other
important factors that could cause the actual results and performance of securities, TSB or the UK residential mortgage industry to differ materially from any future results or performance expressed
or implied in the forward-looking statement. While such statements reflect projections prepared in good faith based upon methods and data that are believed to be reasonable and accurate as of
the date thereof, such statements are not a representation (express or implied) or assurance of any event or outcome occurring and TSB expressly disclaims any obligation or undertaking to
update any forward-looking statement in this Presentation. Recipients should not place undue reliance on these forward-looking statements and should rely on their ow n independent analysis and
determination w ith respect to the forecast periods, which reflect TSB’s view only as of the date hereof.
Certain data in this Presentation has been rounded. As a result of such rounding, the totals of data presented in this Presentation may vary slightly fromthe arithmetic totals of such data.
TSB Bank plc’s registered office is at Henry Duncan House, 120 George Street, Edinburgh EH2 4LH and it is registered in Scotland under company no.SC095237. TSB Bank plc is authorised by
the Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential Regulation Authority under registration number 191240.
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Corporate Overview &
Strategy

Corporate Overview
A purpose that speaks to our customers

Source: TSB Bank Plc
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Corporate Overview
TSB Key Features
1

Infrastructure scale
✓ 4.4% personal current account
(PCA) market share, up from 4.0%
at TSB’s launch1

2

Simple balance sheet
✓ £31.1bn of customer lending,
predominantly mortgages
✓ £30.1bn of customer deposits

✓ 536 branches, reducing to 454 in
2020

✓ Full product suite

✓ Modern IT platform, cloud based
and API enabled. No legacy
systems

✓ Substantial and stable retail
customer base: > 5M customers,
including 3M active current
accounts

✓ Resilient brand

3

Low risk
✓ Common Equity Tier 1 capital
ratio2 of 20.6% , total capital ratio2
25.0%
✓ Loan to deposit ratio of 103.0%

✓ Leverage ratio of 4.6% 3
✓ Broad conduct indemnity from
Lloyds Banking Group for historic
regulatory issues
✓ Liquidity coverage ratio of 230.9%

Data as at December 2019
1. Data f rom Nov ember 2013
2. Fully loaded
3. Lev erage ratio of 4.6% using EBA/CRR def inition which includes central bank reserv es, 5.2% using PRA def inition which excludes bank reserv es

Source: TSB Bank Plc
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Corporate Overview
TSB Capabilities
Strong capabilities
▪

Omni-channel, national distribution
− c.65% of the UK live within four miles of a TSB branch

Omni-channel
1

Branch

2

Telephony

3

Internet

4

Mobile

5

Intermediary Mortgages

− Digital, mobile and telephony capability
− Competitive intermediary mortgages channel
▪

Modern IT platform Proteo4UK is allowing us to develop
better customer propositions in:
− Personal current accounts
− Savings
− Mortgages, direct and via intermediaries

− Personal loans
− Credit cards
− Business current accounts, deposits and lending
− Insurance
▪

Strong sales and service capability:

− Time for opening current accounts in branch has been
cut in half compared to the old system
− Submission time for applications by mortgage brokers
has been cut in half compared to the old system
− 95% of our mortgage brokers rate us good or very
good, 49% rate us better than our competition
Source: TSB Bank Plc
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Corporate Overview
TSB Strategic Progress

1.

Customer
Focus

53 points

9 points

Mobile NPS score recovering
+70 points since migration

Bank NPS score recovering
+35 points since migration

▪ Mortgage Product transfers available online
▪ New mobile servicing capabilities

2.

Simplification
& Efficiency

>75%

150

Of transactions are through
automated channels

Improvements to the
customer experience

▪ Branch transformation moving forward as planned
▪ Acceleration of digital solutions for customers
▪ Cost savings delivered according to plan, with a better than expected
performance of personnel costs

3.

Operational
Excellence

>99.9%

IBM

Service level availability

Strategic Partnership

▪ Further mobile app enhancements, with more digital releases in Q1 2020 vs
the full year in 2019, resulting in a significant improved mobile NPS indicator

Source: TSB Bank Plc
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Financial Position

Financial Position
Customer lending growing into infrastructure scale at low cost of risk
Customer lending (£bn)

+41%
+41%

In first three years
31

31

0%
6%

22

94%

2014

2015
Mortgages

2016
Unsecured

2017

2018

+3.6%
Growth in 2019 following
balance sheet stability
across migration

2019

+c.5%

Business banking

CAGR from 2020
44
bps
AQR

Source: TSB Bank Plc

20
bps
AQR
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Financial Position
TSB Balance Sheet: Strong PCA franchise with low cost of funding
Customer deposits (£bn)

+21%
Growth to date

+21%
30
5%

+3.7%
Growth in 2019

25
36%

+2.3%
59%

2014

2015
Savings

0.8%
Deposit
Cost

2016
Current accounts

2017

2018

Growth in Q1 2020
mainly from current
accounts

2019

+c.4%

Business banking

CAGR from 2020
0.4%
Deposit
Cost

85%
Savings base with TSB
for 5+ years
Source: TSB Bank Plc
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Financial Position
TSB Financial Performance
Financial performance – Income Statement

Q1
2020
£million

FY
2019
£million

FY
2018
£million

208.4

841.1

884.8

37.6

143.8

99.0

246.0

984.9

983.8

6.6

(39.8)

(236.5)

(214.0)

(847.6)

(770.6)

(38.1)

(60.5)

(73.3)

Banking Volatility

(0.7)

8.9

(8.7)

Profit/ (loss) before tax

(0.2)

46.0

(105.4)

2.69%

2.75%

2.87%

0.49%

0.20%

0.24%

Net interest income
Other Operating Income
Gross Operating Income
1

One off Expenses
Other Expenses
Impairment

Group banking net interest margin2
3

TSB asset quality ratio

Q1
2020
£million

Balance sheet and capital

FY
2019
£million

FY
2018
£million

29,519

29,627

28,267

Whistletree Loans

1,387

1,449

1,742

Total customer lending

30,906

31,076

30,009

Total customer deposits

30,703

30,182

29,084

100.7%

103.0%

103.2%

20.3%

20.6%

19.5%

4.5%

4.6%

4.4%

TSB Franchise (excluding Whistletree)

Group loan to deposit ratio
Common Equity Tier 1 capital ratio
4,5

Leverage ratio

Source: TSB Bank Plc
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Return to profit and growth

Customer NIM remains strong

2.69%2
Cost savings plan in place for 2019-22e

Cost of Risk remains low

0.49%, 0.21% excl. Covid-19
Robust Capital

CET1 20.3%4, Leverage 4.5%4,5
1. One off items ref lect migration related items, changes to the branch network and mov ements in
partner reward schemes
2. Management basis net interest income divided by av erage loans and adv ances to customers, gross
of impairment allowance
3. Impairment charge on loans and adv ances to customers div ided by av erage loans and adv ances to
customers, gross of impairment allowance
4. Fully loaded
5. Lev erage ratio of 4.5% using EBA/CRR def inition which includes central bank reserv es, 5.3% using
PRA def inition which excludes bank reserv es 4

13

Covid-19 update

Covid-19 update
The Covid-19 outbreak has created a new economic reality
▪ The Covid-19 crisis represents an unprecedented shock to the global economy. Social distancing measures have resulted in a parallel
shock to supply and demand
▪ The unusual nature of this crisis makes it hard to ascertain its duration, shape and final impact, and the financial sector’s outlook will
ultimately depend on these factors

▪ The ongoing response from Authorities is proving to be sizeable and coordinated in the monetary, fiscal and supervisory arenas

Government support

Regulatory & Supervisory support

▪ Fiscal measures: £90bn (c.4% GDP)

▪ Relief measures regarding prudential capital and liquidity requirements:

▪ Guarantees: £330bn (c.15% GDP)

▪ Countercyclical buffers lowered

TSB has implemented credit and payment holiday
solutions for customers

▪ Banks will be allowed to partially use AT1 and Tier 2 to meet P2R

Monetary support

▪ Banks permitted to operate below Pillar 2 Guidance and Capital
Conservation Buffer

▪ Bank Rate cut to 0.1%

▪ Institutions temporarily allowed to breach the LCR limit to release liquidity
buffers

▪ Asset Purchase Programmes increased by
£200bn to £645bn

Notwithstanding these measures TSB continues to apply sound capital,
liquidity and risk management standards

▪ TFS relaunched, with added incentives for SME
lending

▪ Regulators have also extended some capital conservation
recommendations

TSB is applying to draw from the TFSME facility

TSB Senior Management have forgone their 2020 variable remuneration

Source: TSB Bank Plc
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Covid-19 update
TSB Priorities overlaid with Covid-19 key focus areas

1.

Customer
Focus

Quick response to our customers’ needs and contribution to society
▪ Being close to our customers, knowing their needs

▪ Helping customers to implement financial solutions
▪ Offering government backed lending schemes
▪ Prompt payment pledge to suppliers

2.

Simplification
& Efficiency

Boosting customer digitisation that will continue after lockdown
▪ Increase in the weight of servicing through digital channels compared to the branch
channel

▪ Growth in interactions with the bank via web and mobile

Resilient IT platform in response to increased digital pressure

3.

Operational
Excellence

▪ High-quality response to an increase in people working from home
▪ Quick implementation of new end-to-end digital processes
▪ Record peak in the number of daily commercial contacts with customers

Service continuity, while taking care of customers and employees
▪ Strengthening sanitary measures
▪ HQ employees teleworking: >95%
▪ Branches open: c.90%
▪ Promoting the use of remote channels to reduce traffic in branches
Source: TSB Bank Plc

▪ Redeploying of employees from branches to reinforce remote services
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Covid-19 update
TSB issued a plan to help with customers’ financial concerns
▪ Implementation of financial solutions designed to alleviate immediate
financial pressures felt by customers

Key performance indicators1

▪ Mortgages: payment holiday (interest plus principal) of up to 3
months
▪ Personal loans: extended payment holiday (interest plus
principal) for 3 consecutive months

▪ Credit cards: 3 month payment holiday

>30k
Mortgage
payment
holidays
granted

▪ Overdrafts: first £500 of all arranged overdrafts interest and fee
free and temporary reduction in interest rates for all customers

>21k

▪ Business banking: capital payment holidays of up to 6 months
on new Term Loans and waiving of arrangement fees on new
lending applications and overdrafts renewals

Unsecured
payment
holidays
granted

▪ Participating in the government's Coronavirus Business Interruption
Loan Scheme (CBILS) and Bounce Back Loan Scheme (BBLS)
▪ Measures implemented to support vulnerable customers

▪ Protecting our customers from fraud through awareness campaigns

£16M
Pre-CBIL
lending
support

Source: TSB Bank Plc
1. Data as at 26th April 2020. Unsecured pay ment holiday s includes personal loans and credit cards. For Business Banking, TSB is of f ering ov erdraf ts through the CBIL Scheme f or lending up to £250k.
Prior to TSB’s CBIL product launching, TSB prov ided ov er £16m of lending to ov er 600 customers to support them through Cov id -19
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Covid-19 update
Additional digital capabilities have been made available to our customers
✓ Introduction of online forms for mortgage and loan payment holidays as well as temporary overdraft increases
✓ TSB Smart Agent: new 24/7 Live Chat feature

✓ Covid-19 website/app

59k
Online forms
submitted

62k
TSB Smart
Agent
conversations

429k

46k

Unique visitors
to TSB
coronavirus
page

New mobile
customers in
last month
(>1.5k per day)

The resilience of our IT and the efforts made in digital transformation in recent years have been key to
overcoming the current challenges

Source: TSB Bank Plc
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Mortgage Market Update

Mortgage Market Update
Overview
UK mortgage market gross lending, £bn

Product Transfer market vs Remortgage market, £bn
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£55
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£0
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2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Other

BTL

REM

HMV

FTB

Remo Market

Total PTs (£b)

▪ Gross market volumes have been stable over the last three years across all segments
▪ A recent development which is limiting growth in Gross Lending, is increased availability of Product Transfers, both direct to customers and
through brokers, with lower fees paid by the lender to brokers for such business
▪ The convenience of this proposition is increasing lender retention at the end of the product period – the market has doubled in size since 2015
and is twice the value of Remortages in 2019

▪ House purchase activity has stopped during the UK lockdown in response to the Covid-19 pandemic, alongside reductions in Remortgage
activity due to delays in the mortgage valuation process
▪ Many lenders, inclusion TSB, have withdrawn higher LTV products to manage volume and reflect the inability to value properties
▪ We see early signs of market reopening and lenders re-introducing products
Source: UK Finance (UKF); BoE, TSB, as at December 2019
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Mortgage Market Update
UK Macroeconomic Overview
UK unemployment rate, %

Market mortgage rates, %
10

10

9

9

8

8

7

7

6

6

5

5

4

4

3

3

2

2

1

1

0

0

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
2Y Fixed 75% LTV

5Yr Fixed 75% LTV

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Mar
YTD

▪ The coronavirus pandemic has been a major shock to the UK economy
▪ In March 2020 in an emergency response to the "economic shock" of the coronavirus outbreak, Bank of England reduced the base rate from
0.75% to 0.25% and then to 0.10%
▪ In the three months to March 2020, GDP fell by 2.0%, signalling the first direct impact of the coronavirus on the economy. The Office for Budget
Responsibility's three-month lockdown scenario analysis forecasts a 13.0% fall in annual GDP in 2020 and the unemployment rate to reach
10.0% by Q2 2020, before gradually reducing to just below 6.0% by the end of 2021
▪ The ONS’s Business Impact of Coronavirus survey shows that the UK government's Coronavirus Job Retention Scheme has been successful to
date in limiting the growth of unemployment

Source: Bank of England; ONS, as at May 2020
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Mortgage Market Update
UK House Prices
Halifax Average House Price

ONS House Price Annual Change by region – Mar 2020, %

£300k
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£250k

North East
North West

£200k
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£0k
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-1.0

0.0

1.0
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4.0

5.0
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▪ House prices in April were 2.7% higher than in the same month a year earlier
▪ On a monthly basis, house prices in April were 0.6% lower than in March

▪ In the latest quarter (February to April) house prices were 0.7% higher than in the preceding three months (November to January)
▪ UK average house prices increased by 2.1% over the year to March 2020, up from 2.0% in February 2020

▪ Average house prices increased over the year in England to £248,000 (2.2%), Wales to £162,000 (1.1%), Scotland to £152,000 (1.5%) and
Northern Ireland to £141,000 (3.8%). London’s average house prices increased by 4.7% over the year to March 2020; this is the largest 12month growth London has seen since December 2016
Source: ONS; MarkIt
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TSB Franchise Mortgage Portfolio

TSB Franchise Mortgage Portfolio
Low risk, well balanced mortgage portfolio

A low risk
mortgage portfolio

Which is well
diversified nationwide

Mortgage stock by product and repayment type

TSB mortgage stock by region

Tracker, 3%
Fixed
78%

Variable
19%

Owner
Occupied
88%
Repayment
79%

Scotland
15%

North
of England
18%

Midland,
Eastern,
Wales
18%

London
18%

South West
9%

South East
21%

BTL
12%

Interest Only
21%

57%

54 months

Mortgage stock
WA iLTV

Mortgage portfolio
WA seasoning

▪ Franchise mortgages balances on Interest Only have decreased from 46% to 21% in the last five years. This segment of the portfolio is tightly
managed, with less than 2% of Franchise mainstream new lending agreed on an Interest Only basis

Source: TSB Bank Plc, data as at March 2020
1. TSB book at inception (July 2013)
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TSB Franchise Mortgage Portfolio
Mortgage Portfolio as at March 2020
Original loan to value, %

Current indexed loan to value, %

Weighted Average 70.10%
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Remaining term, years
Average £120,368

40%

25-50
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20%
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10%

0%

Weighted Average 19.54 years

0%
0 - 49,999

50,000 99,999

100,000 149,999

150,000 249,999

250,000 349,999

350,000+

0 to <5

5 to <10

10 to <15

15 to <20

20 to <25

25 to <30

=> 30

▪ Indexed loan to value remain low at 57.06%, with only c.6.4% of the portfolio above 85% LTV
▪ The low average mortgage balances reflect TSB’s whole of market distribution model
Source: TSB Bank Plc
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TSB Franchise Mortgage Portfolio
Portfolio Statistics as at March 2020
>3 month arrears by volume (excluding possessions)

Mortgage Write-Offs

1.60%

4

1.20%

Write-off (£m)

3
0.80%

0.40%

2

1

0.00%
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1

2015

2016

2017

UK Finance >3

2018

2019

2020

TSB >3

0

FY15

FY16

FY17

FY18

FY19

▪ TSB offers no loans to subprime, self-certified or specialist borrowers and has no such assets in its Franchise portfolio
▪ We remain favourable to the UK finance 3+ arrears measure
▪ Repossessions remain at a low level, with new possessions running at an average of 6 properties per month. These on average sell within 4
months

Source: UK Finance, all mortgages; TSB Bank plc, data as at March 2019 (TSB) and March 2019 (UK Finance)

26

Appendix 1
Mortgage Origination and Servicing

Mortgage Origination and Servicing
Credit Policy Evolution: continuous and strategic enhancements
▪

LTV limit for remortgages w ith no additional
borrow ing increased from 85% to 90%

▪

Income multiple cap restriction on lending from
£500k to £750k betw een 85% and 90% LTV set
to 3.5x and income multiple cap restriction for
95% LTV lending introduced.

▪

▪

▪

Implemented new Mainstream residential
affordability model (new lending and existing
customers), incorporating latest ONS cost of
living estimates

▪

LTV limit for remortgage w ith
additional borrow ing increased
from 80% to 85%

▪

Increased max loan-to-income multiple
from 4.5x to 4.75x for customers w ith a
household income >£40k

▪

New Build LTV limit increased
from 80% to 85% for houses and
bungalow s only

▪

Low ered max loan-to-income multiple
from 4.5x to 4.49x for customers w ith a
household income =<£40k

Increased stress rate of interest
from 7.00% to 7.25% for
mainstream applications

▪

Removed additional 3.5x loan-to-income
multiple restriction on loans both >£500k
and LTV >85%

▪

Increased the maximum loan amount
from £250k to £500k for customers
w ishing to take a loan up to 95% LTV

▪

Acceptance of surplus rental income for
background mortgaged BTL properties for
mainstream applications

▪

The default retirement age for lending into
retirement w as moved from customer state
pensionable age to age 70. Making the policy the
low er of the customers anticipated retirement age
or 70, w ould be used to assess if the lending into
retirement calculation is utilised

▪

Introduction of day rate contractor
proposition w ith bespoke
affordability calculation and
lending criteria

▪

Affordability increased from 60%
to 100% for guaranteed;
additional duty hours, flight
attendance, nursing bank and
shift allow ance

▪

Self employed affordability
calculation reduced from latest 3
years income to latest 2 years
income

▪

Covid-19 response is outlined on
slide 30

Alterations made to the automatic decline and
referral rules, summary including: County Court
Judgment parameters, default information and
arrears occurrences, high customer
indebtedness, poor franchise performance & time
in employment

2016

2018

2019

2020

The changes made in the last three years have been a reflection of our strategy for the TSB retail mortgage business. These changes have focused on
extending our customer reach in targeted segments, where we have built up the knowledge and capability to service new customers. We have made these
changes whilst not being an outlier amongst our peers, focusing on making improvements to how we service and convert mortgage applications along with
these policy enhancements.

Source: TSB Bank Plc
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Mortgage Origination and Servicing
Credit Policy: key aspects of current lending criteria
Income

Age of applicants
▪

Minimum age at time of application is 18 years

▪

All income verified

▪

Maximum age at expiry of term 75 years

▪

Sources of income accepted for mortgage purposes include:

Term
▪

Minimum term is dependent on the product taken

▪

Maximum term is 40 years

LTV limits
▪

Main residence 95% 1 for house purchase and 90% for remortgage

▪

Main residence new build: houses/bungalows - 85%, flats – 80%

▪

Second home/holiday home 75%

▪

New build second home/holiday home 65%

▪

Further advances for existing customer 85%

Maximum LTV 75%

▪

Documented end to end treatment strategy

▪

Verification of affordable repayment strategy and assessment of any
repayment strategy shortfalls

▪

The maturity date of any repayment strategy must not exceed the loan term

▪

Customer must be named on the repayment vehicle

Source: TSB Bank Plc
1. Specif ic 95% LTV proposition with bespoke, more stringent criteria (af f ordability and credit scoring)

Employed PAYE, self employed net profit, pension/retirement income

▪

Other income including overtime, bonuses and some benefit payments. e.g.
disability/child benefit

▪

The amount of each income type used within the affordability calculation varies
from 60% to 100%

▪

Primary Documents used to verify income:

Interest only
▪

▪

▪

▪

PAYE basic pay – latest payslip

▪

PAYE other income – 3 months payslips

▪

Self employed –2 years HMRC tax calculations and tax year overviews,
and/or verified accounts, along with current 3 months bank statement
(business or personal).

▪

Retirement income – pension statement/latest bank statement/pension
payslip

▪

Benefit income – latest bank statement or award letter

▪

Rental income – latest 3 months bank statements, tenancy agreement or
letter/statement/invoice from letting agent.

Maximum income multiple capped at:
▪

4.75 for sole and joint applicants earning >£40,000 and LTV<90%

▪

4.50 for income > £40,000 and LTV>90%

▪

4.49 for income < £40,000 and LTV<90%

▪

4.26 for income < £40,000 and LTV>90%

▪

Underwriters can manually assess and approve applications outside of the
above on a case by case basis but this must not exceed 6 times the
customer’s annual income
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Mortgage Origination and Servicing
COVID-19 Response
A number of changes were made in reaction to the coronavirus in April 2020:
▪

Mortgage products over 80% LTV withdrawn from sale

▪

All self employed applications are referred to underwriters for manual review

▪

All employed customers where they are furloughed or have their income impacted by Coronavirus are referred to underwriters for
manual review

▪

Mortgage offer extensions can be provided for 3 or 6 months, depending on whether contracts have been exchanged
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Wholesale Funding Team
Contacts
Contacts
Alison Straszewski
Treasurer

alison.straszewski@tsb.co.uk

Steve Vance
Head of Wholesale Funding

M: +44(0) 7894 392 837
steve.vance@tsb.co.uk

Olya Chappell
Senior Manager, Wholesale Funding

M: +44(0) 7919 113 002
olya.chappell@tsb.co.uk

31

