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Forward looking statements

This interim report contains statements that are, or may be deemed to be, forward-looking statements. Forward-looking statements typically use terms such as ‘believes’, ‘projects’,
‘anticipates’, ‘expects’, ‘intends’, ‘plans’, ‘may’, ‘will’, ‘would’, ‘could’ or ‘should’ or similar terminology. Any forward-looking statements in this interim report are based on Metro Bank
Holdings PLC’s (“the Group”, “the Bank”, “we” or “our”) current expectations. By their nature, forward-looking statements are subject to a number of risks and uncertainties, many of
which are beyond our control, that could cause our actual results and performance to differ materially from any expected future results or performance expressed or implied by any
forward-looking statements. As a result, you are cautioned not to place undue reliance on such forward-looking statements. Past performance should not be taken as an indication or
guarantee of future results, and no representation or warranty, expressed or implied, is made regarding future performance.

No assurances can be given that the forward-looking statements in this interim report will be realised. We undertake no obligation to release the results of any revisions to any for-
ward-looking statements in this interim report that may occur due to any change in its expectations or to reflect events or circumstances after the date of this announcement and we
disclaim any such obligation

Basis of preparation
Financial information in this interim report is prepared on a statutory (taken from our financial statements) and underlying basis (which we use to assess performance on a manage-
ment basis). Further details on how we calculate underlying performance, as well as our other alternative performance measures can be found on pages 41 to 43.

&
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Summarised interim results

Half year t Half year t Half year t
30 Ju‘:nezozz 31 De)::ezoz‘; Change 30 Ju!:\ezozoz Change
Profit and loss
Underlying (loss)/profit before tax’ (£26.8m) (£33.0m) (19%) £16.1m (266%)
Statutory (loss)/profit before tax (£33.5m) £15.1m (322%) £15.4m (318%)
Total income (statutory) £236.1m £362.5m (35%) £286.4m (18%)
Total operating expenses (statutory) £263.4m £325.5m (19%) £259.7m 1%
Net interest margin? 1.64% 1.85% (21bps) 2.14% (50bps)
Cost of deposits? 2.18% 1.29% 89bps 0.66% 152bps
Return on tangible equity (4%) 2% (6pps) 2% (6pps)
30 Jun 2024 31 Dec 2023 Change 30 Jun 2023 Change
Balance sheet
Customer deposits £15,726m £15,623m 1% £15,529m 1%
Customer loans £11,543m £12,297m (6%) £12,572m (8%)
Loan to deposit ratio? 73% 79% (6pps) 81% (8pps)
Total assets £21,489m £22,245m (3%) £21,747m (%)
Tangible book value per share £1.37 £1.40 (2%) £4.42 (69%)
Asset quality
Coverage ratio? 1.67% 1.59% 8bps 1.54% 13bps
Cost of risk2 0.10% 0.34% (24bps) 0.18% (8bps)
Capital ratios
Common Equity Tier 1 (CET1) ratio 12.9% 13.1% 10.4%
Total capital ratio 15.0% 15.1% 13.2%
Total regulatory capital plus MREL ratio 22.2% 22.0% 18.1%
Regulatory leverage ratio 5.5% 5.3% 4.4%
Customer metrics
Customer accounts 3.0m 3.0m 2.8m
Stores 76 76 76

1. Underlying (loss)/profit before tax is an alternative performance measure and excludes items considered to distort period-on-period comparisons, in order to provide readers with a better and more relevant under-
standing of the underlying trends in the business. A reconciliation between our statutory and underlying results can be found on page 43.

2. Alternative performance measures are defined on page 41
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Business review

We have made significant progress in the first half of the year in creating a simpler, more
agile Bank that is fit for the future. Our half year results are on track and reflect a period of
transition, as we continue the strategic pivot towards corporate, commercial and SME lend-
ing and the specialist mortgages sector - a compelling opportunity in an underserved area of
the market.

During the period we have taken action to reposition our balance sheet, streamline and re-
fresh our offering, and strengthen our people-people banking and relationship-led services in
areas that our FANS value the most.

We have also maintained tight control of costs, whilst driving efficiencies across the business.
During Q1 2024 we delivered £50 million of annualised cost savings, and the Bank remains on
track to deliver a further £30 million of run rate cost savings by Q4 2024.

Our capital and liquidity position remains robust, with the recent announcement post-period
end with the sale of £2.5 billion of residential mortgages. This transaction will be earnings,
NIM and capital ratio accretive, whilst creating additional lending capacity to enable the bank
to continue shifting into higher yielding assets. Successful operational execution combined
with the benefits of the mortgage sale have resulted in an upgrade to our guidance:

il

il ROTE increased to mid to upper single digit in 2025, double digit in 2026 and mid to
upper teens thereafter

Expect return to profitability during Q4 2024

q Continued NIM expansion driven by asset rotation, and expect exit run rate NIM in 2024,
2025 and 2026 to be approaching 2.5%, 3.25% and 4.00%, respectively

il Continued cost discipline and control, with cost to income ratios in 2026, 2027 and
2028 to be approaching 70%, 60% and 50%, respectively

Progress on strategic priorities
Revenue: Driving new business

Total underlying revenue decreased half-on-half by 10% to £234.0 million. This reflects a de-
cline in both Net Interest Income (NII) and fees and other income, driven by a decrease in
lending balances as we reposition the balance sheet, and an elevated cost of deposits.

Following our successful deposit campaign at the end of 2023, a decline in balances was ex-
pected as we reduce rates to optimise our deposits and cost of funding and refocus towards
corporate, commercial and SME lending and specialist mortgages. However, lending yields
are strong (5.18%) and improving (up c¢.68bps), which demonstrates the effectiveness of our
strategy®

< @

Cost: Improving efficiency

We continue to take a disciplined approach to costs, with underlying costs down in the first
half of the year, despite inflationary pressures. We have made significant progress in manag-
ing costs and driving efficiencies, with total operating expenses down 6% or £17 million half-
on-half to £255 million.

We have delivered £50 million of annualised cost savings in Q1 2024, including the difficult
decision to reduce headcount by over 1000 colleagues. We have also repositioned our store
and call centre propositions, adapting to customer usage patterns, and we have enhanced
cost control frameworks. With continued focus on cost discipline and control, we are on track
to deliver a further £30 million of run rate cost savings by Q4 2024.

Infrastructure: Building for the future

Over the last six months, we've strategically invested in platforms and capabilities to support
our growth. Our redesigned store offering empowers colleagues to drive growth in the cor-
porate, commercial and SME segments. We are on track to continue our store openings in the
North of England, with new stores planned for Chester and Gateshead in Q2 2025.

We have streamlined our proposition to improve efficiency and the customer experience.
Backend processes, particularly around lending and digital customer onboarding, have also
been improved to expedite key customer interactions and drive growth. Additionally, we
have built new products and platforms, such as online chat functionality, to provide custom-
ers with more ways to engage with us.

Balance sheet optimisation: Maximising opportunities

Following our successful deposit campaign in Q4 2023, significant progress has been made in
continuing to reduce cost of funds. Customer deposits of £15.7 billion at 30 June 2024, were
down £0.8 billion on the February 2024 peak of £16.5 billion (31 December 2023: £15.6 bil-
lion), reflecting the deliberate focus in reducing liquidity and cost of deposits.

The recently announced £2.5 billion mortgage sale creates additional lending capacity to
enable the bank to continue its rotation towards higher yielding lending. Encouragingly, the
Commercial lending pipeline for H2 is up 116% compared to all new lending in 2023, highlight-
ing our early success in shifting towards corporate, commercial and SME lending and special-
ist mortgages.

>
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Business review continued

Communications: Empowering our communities

We continue to focus on engaging our colleagues, communities, and other stakeholders. Our
focus on delivering excellent customer service is reflected in the latest Independent Competi-
tion and Markets Authority (CMA) survey where we retained the number one spot for in-store
service for business customers, sharing the top spot for in-store service for personal custom-
ers. We remain committed to maintaining a physical presence and ensuring that stores re-
main both accessible and at the heart of local communities.

Despite > 1000 colleagues leaving the business we continue to create an environment where
colleagues can grow their careers and thrive. We continue to focus on our culture of promot-
ing from within. Given our strategic focus to pivot towards corporate, commercial and SME
lending and specialist mortgages, our key focus has remained in actively hiring in the Corpo-
rate and Commercial areas, to continue growth in the business.

Additionally, our ongoing partnership with England and Wales Cricket Board supporting and
empowering women’s and girls’ cricket, has been a fantastic way to expand our reach and
exposure; supporting the development of women’s and girls’ cricket both at a national and
community level, with the aim of delivering a lasting legacy for female representation in the
sport. The partnership includes the sponsorship of key sporting events including the Wom-
en’s Ashes where we continue to be the title partner.

Capital: Creating a strong basis for growth

Our capital position remains robust, with the Bank’s MREL ratio 22.2% as at 30 June 2024, up
20bps from 22.0% as at 31 December 2023. Pro forma, post completion of the residential
mortgage portfolio sale, our total capital plus MREL ratio will stand at 23.4%, with the addi-
tional lending capacity provided by this sale will enabling us to continue our shift into high
yielding assets in niche and underserved markets and become a specialist lender of choice.

< @

Outlook: Operational execution and completing mortgage sale allows Upgraded Guidance

Moving forward, market conditions are expected to remain favourable, with interest rates
likely to stay higher for longer, a soft landing for house prices, and a gradual economic recov-
ery. Our strategic focus on operational efficiency, customer-centricity, and a differentiated
store network remains the right course. We are confident this strategy will continue to deliver
increased profitability. With a strong capital base, a growing customer base, and a clear path
for future growth, Metro Bank is well-positioned to capitalise on the opportunities ahead.

Daniel Frumkin
Chief Executive Officer
30 July 2024

>
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Finance review

The first half of 2024 has seen the Bank focus
on transforming to a more efficient operating
model and identify opportunities for growth
in the specialist lending market. We have
taken active measures to reduce our cost of
deposits whilst maintaining strong liquidity
and have the ability to grow net interest mar-
gin through active steps to reposition our
loan book.

The bank recognised a £33.5 million statutory
loss before tax in the half year to 30 June
2024 (half year to 31 December 2023: £15.1
million profit before tax; half year to £30 June
2023: £15.4 million profit before tax), reflect-
ing net interest and cost of funding challeng-
es, as well as H2 2023 benefiting from a gain
of £74 million as a result of the capital raise
and refinancing undertaken in that period®

Underlying loss before tax of £26.8 million
(half year to 31 December 2023: loss £33.0
million; half year to 30 June 2023: profit £16.1
million) is primarily driven by a lower net in-
terest margin due to a transient higher cost
of deposits following the successful deposit
campaign in Q4 2023.

On 26 July 2024, we announced that we have
entered agreement to sell a portfolio of ap-
proximately £2.5 billion prime residential
mortgages to NatWest Group PLC for cash
consideration of up to £2.4 billion.

Table 1: Summary income statement

The sale of the Portfolio is in line with Metro
Bank’s strategy to reposition its balance
sheet and enhance risk-adjusted returns on
capital. The transaction is earnings, NIM and
capital ratio accretive, and the sale creates
additional lending capacity to enable Metro
Bank to continue its asset rotation towards
higher yielding commercial, corporate, SME
lending and specialist mortgages.

Income statement review

Net interest income

Net interest income has fallen by £18.5 million
to £171.9 million in the half year to 30 June
2024 (half year to 31 December 2023: £190.4
million; half year to 30 June 2023: £221.5
million).

The launch of limited-edition savings prod-
ucts in the second half of 2023 in response to
falling deposit balances and media specula-
tion around our capital position in October
2023 has increased our cost of deposits to
2.18% in the half year to 30 June 2024 (half
year to 31 December 2023: 1.29%, half year to
30 June 2023: 0.66%).

This has suppressed net interest income in
the first half of 2024; however, the cost of
deposits is expected to fall in the second half
of the year as we continue to focus on build-
ing relationship deposits, which reduces the
cost of funds.

Half year to 30

The increased cost of deposits was offset by
climbing loan yields; we continue to see
effective asset rotation from low to high yield
as consumers refix their mortgages in the
higher interest rate environment.

As well as the maturation of investments
which are reinvested into higher yielding
treasury assets. Surplus cash generated from
our elevated liquidity position has been de-
ployed into low-risk liquid investments to
generate positive net income.

The increased deposit pressure is reflected in
our net interest margin which fell to 1.64% in
the half year to 30 June 2024 (half year to 31
December 2023: 1.85%; half year to 30 June
2023: 2.14%).

The shift in focus to higher yielding specialist
lending, alongside active measures imple-
mented to reduce the cost of deposits will
allow the Bank to grow net interest income
and achieve sustainable profitability.

General operating expenses

Total underlying operating expenses have
decreased to £254.6 million in the half year to
30 June 2024 (half year to 31 December
2023: £272.0 million; half year to 30 June
2023: £258.2 million), reflecting the achieve-
ment of the £50m annualised cost savings

Half year to 31 Half year to 30

Jun 2024 Dec 2023 Jun 2023 Year-on-year

(unaudited) (unaudited) (unaudited) change

Underlying net interest income 171.9 190.4 2215 (22%)
Underlying net non-interest income 62.1 70.5 64.1 (3%)
Total underlying income 234.0 260.9 285.6 (18%)
Underlying operating expenses (254.6) (272.0) (258.2) %)
Expected credit loss expense (6.2) (21.9) 1.3) (45%)
Underlying (loss)/profit before tax (26.8) (33.0) 16.1 (266%)
Non-underlying items 6.7) 48.1 0.7) 857%
Statutory (loss)/profit before tax (33.5) 15.1 15.4 (318%)

< @

promised to be achieved in Q1 2024 as we
move to a more efficient and scalable busi-
ness model.

Despite inflationary pressures, the initiatives
implemented to date have reduced the
Bank’s cost base, primarily in the people
costs expense which has decreased by
£10.2 million to £110.6 million in the half year
to 30 June 2024 (half year to 31 December
2023: £120.8 million; half year to 30 June
2023: £120.4 million).

People cost continues to form the biggest
expense for the Bank, and we will see further
cost reduction as the full benefits of our re-
structure are realised in the second half of the
year.

The Bank continues to invest into cost saving
initiatives; this has seen an increase in trans-
formation expenses in the short term but is
expected to be outstripped by wider cost
savings in the near term.

Expected credit losses

The expected credit loss expense fell to £6.2
million in the half year to 30 June 2024 (half
year to 31 December 2023: £21.9 million, half
year to 30 June 2023: 11.3 million).

The decrease in charge reflects improved
performance in our commercial portfolios as
businesses remain resilient to the economic
conditions, this improved performance has
led to the ECL releases in the period.

Our exit from the unsecured consumer mar-
ket has also reduced our exposure to ECL
charges in this sector, our existing book has
seen a slight deterioration in quality which is
expected and in line with normal portfolio
maturation.
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Finance review continued

Deposits

The bank remains highly liquid with deposits
of £15,726 million at 30 June 2024 (31 Decem-
ber 2023: 15,623 million). The marginal in-
crease reflects our competitive position in the
market following the successful deposit cam-
paign in Q4 of 2023. The elevated levels of
liguidity have enabled the Bank to implement
plans to focus on low-cost relationship depos-
its to manage down the cost of funding.

Lending

There has been a fall in net lending of £754
million to £11,543 million at 30 June 2024 (31
December 2023: £12,297 million). This reflects
the active management of risk weighted as-
sets, our move away from unsecured lending
and a pivot towards SME, Commercial and
specialist mortgages to optimise risk-adjusted
returns on regulatory capital and improved
margins.

Residential lending remains the largest form
of lending for the Bank and ended the period
at £7,512 million (31 December 2023: 7,817
million). Consumer lending fell from £1,297
million at 31 December 2023 to £ 1,003 million
at 30 June 2024, reflecting our decision to
cease issuing personal loans.

Commercial lending decreased from £3,382
million at 31 December 2023 to £3,224 million
at 30 June 2024, with reductions in our pro-
fessional buy-to-let and real estate lending
(from £974 million to £805 million), and run-
offs in government supported lending
(reduction in bounce back loans from £524
million to £423 million). We are committed to
supporting local businesses as we continue to
pivot to commercial, corporate and SME lend-
ing.

The overall fall in lending balance also reflects
the time lag between committing facilities and
subsequent draw down, with the market con-
tinuing to be competitive in the high-rate en-
vironment. The Bank recently entered the
Limited Company Buy-to-Let market to
broaden the range of products in the special-
ist lending market.

Wholesale funding and liquidity

The bank remains well funded with a liquidity
coverage ratio (LCR) of 365% (31 December
2023: 332%).

The Bank remains deposit funded and contin-
ues to utilise the Bank of England Term Fund-
ing Scheme and short-term repurchase agree-

Table 2: Summary balance sheet 30 Jun 2024 31 Dec 2023

(unaudited) (audited)

£'million £'million Change

Assets
Loans and advances to customers 1,543 12,297 (6%)
Treasury assets 8,819 8,770 1%
Other assets 1,127 1,178 (4)%
Total assets 21,489 22,245 (3%)
Liabilities
Deposits from customers 15,726 15,623 1%
Deposits from central banks 3,050 3,050 -
Debt securities 675 694 3%)
Other liabilities 934 1,744 (46%)
Total liabilities 20,385 21,11 (3%)
Total shareholders equity 1,104 1,134 (3%)
Total equity and liabilities 21,489 22,245 (3%)

< @ >

Table 3: Capital ratios and 30 Jun 2024 Minimum Minimum
Requirements (unaudited) Requirement Requirement

£'million excluding buffers’ including buffers’
CET1 12.9% 4.7% 9.2%
Tier 1 12.9% 6.3% 10.8%
Total regulatory capital 15.0% 8.4% 12.9%
Total regulatory capital plus MREL 22.2% 16.7% 21.2%

1. Excluding any CRD IV buffers, where applicable.

ments where necessary; our use of the latter
has fallen to £391 million at 30 June 2024 (31
December 2023: 1,191 million).

Capital

We ended the year with CET], total capital
and total capital plus MREL ratios of 12.9%,
15.0% and 22.2% respectively (31 December
2023:13.1%, 15.1% and 22.0%), above regulato-
ry minima, including CRD |V buffers of 9.2%,
12.9% and 21.2%.

We ended the year with risk-weighted assets
of £7,239 million (31 December 2023:

£7,533 million), reflecting the active capital
management we have delivered since the end
of 2023 as well as prudent lending decisions
at this stage in the economic cycle.

Basel 3.1

The PRA has published the first of two near-
final policy statements covering the imple-
mentation of the Basel 3.1 standards. Publica-
tion of the remaining elements has been de-
layed and is now expected in the second half
of 2024.

Based on the current rules, and our balance
sheet and lending mix at 30 June 2024, we
continue not to expect a material change to
our capital position on implementation day.
We will continue to review the impact as our
lending mix evolves over the coming year.

Looking forwards

We have begun the process of transforming
into a more efficient organisation and already
started delivering cost saving initiatives to
help us reach our annualised cost savings tar-
get.

Our pivot to becoming a specialist lender is
underway, we have launched new products
and expect to see an increase in new special-
ist lending originations in the second half of
the year as lending flows through the pipeline.

The decision to sell £2.5bn of retail mortgages
will allow us to optimise the Balance Sheet to
achieve higher risk-adjusted returns, whilst
also providing increased capital whilst we
continue to transform the business.

We will continue to put momentum behind
both our cost saving initiatives and specialist
lending products to ensure the Bank achieves
higher margins and sustainable profitability.

Cristina Alba Ochoa
Chief Financial Officer
30 July 2024
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Risk review
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Consistent with our 2023 Annual Report and Accounts, we continue to identify, define and assess a range of principal risks to which we are exposed, with particular focus on those risks
which could result in events or circumstances that might harm our customers, our business model, solvency or liquidity, or reputation. Each principal risk is actively monitored with defined
risk appetites and reporting in place to ensure we understand the risks we face.

The Bank’s principal risks remain unchanged from the year-ending 2023 as follows:

Financial crime risk

The risk that the Bank’s products and service offerings will be used to
facilitate financial crime. Financial crime risks include money launder-
ing, violations of sanctions, bribery and corruption, facilitation of tax
evasion and terrorist financing.

Conduct risk
The risk that our behaviours or actions result in unfair outcomes or
detriment to customers and/ or undermines market integrity.

Liquidity and funding risk

The risk that we fail to meet our obligations as they fall due. Funding
risk is the risk that we cannot fund assets that are difficult to mone-
tise at short notice (i.e. illiquid assets) with funding that is behaviour-
ally or contractually long-term (i.e. stable funding).

Strategic risk

The risk of having an insufficiently defined, flawed or poorly implemented strategy, a strategy
that does not adapt to political, environmental, business and other developments and/or a

Credit risk

The risk of financial loss should our borrow-
ers or counterparties fail to fulfil their con-
tractual obligations in full and on time.

Capital risk

The risk that financial resources are not ade-
quate in terms of capital, or fail to ensure
that these resources can cover the nature
and level of the risks to which the Bank is or
might be exposed.

Market risk

The risk of loss arising fromm movements in
market prices. Market risk is the risk posed
to earnings, economic value or capital that
arises from changes in interest rates, market
prices or foreign exchange rates.

Regulatory risk

strategy that does not meet the requirements and expectations of our stakeholders.

Operational risk

The risk that events arising from inadequate or failed internal pro-
cesses, people and systems, or from external events cause regulatory
censure, reputational damage, financial loss, service disruption and/
or detriment to our FANS.

Model risk

The risk of potential loss and regulatory non-compliance due to deci-
sions that could be principally based on the output of models, due to
errors in the development, implementation, or use of such models.

Legal risk

The risk of loss, including to reputation, which can result from lack of
awareness or misunderstanding of, ambiguity in, or reckless indiffer-
ence to, the way law applies to the Directors, the business, its rela-
tionships, processes, products and services.

The risk of regulatory sanction, financial loss and reputational damage as a result of failing to
comply with relevant regulatory requirements.

Amongst these, certain risks have been considered most material over the course of the first half of 2024 and a more detailed update on these is set out below.
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Risk review continued

Credit risk’

Credit portfolio performance has remained resilient during the first half of 2024. There has
been some increase in arrears, but rates broadly align to those observed in the market, and in
line with expectations built into impairment and operational forecasts. The external environ-
ment continues to be challenging for our customers, but there has been an overall improve-
ment in the macroeconomic forecasts since year end, and the reduction in inflation rate to 2%
should start to ease pressure for those customers most impacted by the cost-of-living crisis.
The overall impact of risk profile, credit performance and macroeconomic outlook has resulted
in a cost of risk (“CoR”) of 0.10% (full year to 31 December 2023: 0.26%).

Loans and advances to customers

Gross loans and advances to customers have decreased by £757 million from £12,496 million at
31 December 2023 to £11,739 million at 30 June 2024. Reductions have been observed across
all areas with the largest proportional decrease in consumer lending as the RateSetter personal
loans portfolio runs off.

Expected credit losses

Expected credit losses (“ECL”) have reduced during the year by £3 million to £196 million at
30 June 2024 (31 December 2023: £199 million) predominantly driven by net improvement in
the underlying commercial book and improved impact assessment from commercial model
changes as model development nears completion and improvements in macroeconomic sce-
narios partially offset by maturation of the consumer portfolio, and increases in arrears and
defaults on retail mortgages. Metro Bank continues to hold overlays to reflect ongoing Macro-
economic uncertainty, high interest rates and the potential for property price falls (see Note 1
- Basis of preparation and accounting policies). More details of overlays held can be found on
page 24.

Table 4: Expected credit loss allowance 30 Jun 2024 31 Dec 2023 Change
£’million £'million £'million

(unaudited) (audited)
Retail mortgages 19 19 -
Consumer lending 1o 108 2
Commercial lending 67 72 (5)
Total expected credit loss allowances 196 199 3

Non-performing loans? (“NPLs”’)

NPLs increased to £440 million (31 December 2023: £389 million) with the overall NPL ratio
increasing to 3.75% (31 December 2023: 3.11%). The NPL ratio for mortgages has increased to
2.54% (31 December 2023: 1.87%).The NPL ratio for consumer customers has increased to
8.97% (31 December 2023: 5.94%) driven by the runoff of the portfolio. NPLs have decreased
for Commercial due to successful BBLS claims and repayments. However, due to the reduction
in overall Commercial lending, the NPL ratio has increased marginally to 4.93% (31 December
2023: 4.91%).

1. Exposures outlined within the Credit risk section do not include Treasury assets.

2. Alternative performance measures are defined on page 41

< @ >

Table 5: Non-performing loans 30 Jun 2024 (unaudited) 31 Dec 2023 (unaudited)

NPLs NPL ratio NPLs NPL ratio

£'million % £'million %

Retail mortgages 191 2.54% 146 1.87%

Consumer lending 90 8.97% 77 5.94%

Commercial lending 159 4.93% 166 4.91%

Total 440 3.75% 389 3.11%
Cost of risk

The reduction in CoR is primarily driven by the run off of RateSetter personal loans on consum-
er lending, a decrease in commercial due to successful BBLS claims and net improvement in
the underlying commercial book, partially offset by an increase on retail mortgages due to an
increases in arrears and defaults.

Table 6: Cost of risk and coverage ratios Cost of risk Coverage ratios
Half year to Full year to

30 Jun 2024 31 Dec 2023 30 Jun 2024 31 Dec 2023
(unaudited) (unaudited) (unaudited) (unaudited)
% % % %
Retail mortgages 0.04% (0.01%) 0.25% 0.24%
Consumer lending 1.39% 3.29% 10.97% 8.33%
Commercial lending (0.23)% (0.30%) 2.08% 2.13%
Cost of risk 0.10% 0.26% 1.67% 1.59%

Stage 2 balances

Stage 2 balances are identified using quantitative and qualitative tests that determine the sig-
nificant increase in credit risk (“SICR”) criteria. In addition, customers that trigger the 30 days
back stop classification are also reported in Stage 2, in line with IFRS 9 standards.

30 Jun 2024 (unaudited)

Gross carrying

31 Dec 2023 (unaudited)
Loss allowance

Table 7: Stage 2 balances?

Loss allowance Gross carrying

amount £'million amount £'million
£'million £'million
Quantitative 1,175 19 1,353 30
Qualitative 69 4 103 5
30 days past due backstop 45 9 55 8
Total Stage 2 1,289 32 1,51 43

2.Where an account satisfies more than one of the Stage 2 criteria above, the gross carrying amount and loss allowance has
been assigned in the order presented. For example, an account that triggers both Quantitative and Qualitative SICR criteria
will only be reported as Quantitative SICR.

Stage 2 balances have decreased in the half year to 30 June 2024, with the quantitative SICR
criteria continuing to be the primary driver. This is driven by repayments across the portfolios
and improvements in macroeconomic outlook have resulted in customers no longer triggering
SICR, and consequently transferring back to Stage 1. As at 30 June 2024, 91.1% (31 December
2023: 89.5%) of Stage 2 balances triggered quantitative SICR criteria, 5.4% (31 December
2023: 6.8%) triggered qualitative SICR and the remaining 3.5% (31 December 2023: 3.6%) trig-
gered the 30 days past due backstop criteria.
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Risk review continued

Credit risk exposure by internal probability of default (PD) rating
The table below summarises balances by PD bandings and IFRS 9 production stage, at a total bank level. All PDs include forward looking information and are based on 12-month values for all

stages. The information in these tables has been presented at a total bank level including BBLS. Overall balances have reduced for bands 1 and 2 driven by improvements in the macroeconom-
ic outlook and repayments. The migration observed to band 3 is driven by BBLS. The majority of BBLS accounts remaining have a PD that sits around the threshold of 17% and they can there-

fore fluctuate between bands 2 and 3 month on month.

Table 8: Credit risk exposure, by IFRS 9 12-month PD rating and stage allocation

30 Jun 2024 (unaudited)

< @ >

Gross lending

Loss allowance

£'million £'million
PD Range % Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total Coverage ratio
Band 1 0.00 - 2.99 8,608 457 o 9,065 23 3 ° 26 0.29%
Band 2 3.00 -16.99 1,071 671 o 1,742 27 16 ° 43 2.47%
Band 3 17.00 - 99.99 331 161 o 492 2 13 ° 15 3.05%
Band 4 100 = o 440 440 o o 12 12 25.45%
Total 10,010 1,289 440 1,739 52 32 12 196 1.67%

31 Dec 2023 (unaudited)
Gross lending Loss allowance

£'million £'million
PD Range % Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total Coverage ratio
Band 1 0.00 - 2.99 8,928 499 - 9,427 29 3 - 32 0.34%
Band 2 3.00 -16.99 1,664 883 - 2,547 33 27 - 60 2.36%
Band 3 17.00 - 99.99 4 129 - 133 1 13 - 14 10.53%
Band 4 100 - - 389 389 - - 93 93 23.91%
Total 10,596 1,51 389 12,496 63 43 93 199 1.59%
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continued

Retail mortgage lending

Mortgage balances have reduced slightly in the first six months of 2024 to £7,512 million at 30
June 2024 (31 December 2023: £7,817 million) with modest balance reductions on the organic
book in addition to continued run-off of our legacy acquired portfolios.

Table 9: Residential mortgage lending by repayment type

< @

Table 11: Residential mortgage lending by geographic exposure

>

32

16
60

Average DTV of the portfolio has increased slightly during the first half of 2024 as a result of
falling house prices, at 61% at 30 June 2024, (31 December 2023: 58%). Accounts that are 3 or
more months in arrears have increased from 1.08% at 31 December 2023 to 1.36% at 30 June
2024, however early arrears cases (1 to less than 3 months in arrears) have reduced slightly at
0.89% at 30 June 2024 (31 December 2023: 0.97%).

Average LTV for new lending has increased slightly following phased reintroduction of higher
LTV (>85%) products throughout 2023 that has led to completions in the first half of 2024 (30
June 2024: 68%, 31 December 2023: 63%).

Table 10: Retail mortgage lending by DTV banding

Total

The geographic distribution of our retail mortgages customer balances is set out below. All of
our loan exposures which are secured on property are secured on UK-based assets. Our cur-
rent retail mortgages portfolio is concentrated within London and the South-East, which is
representative of our original customer base and store footprint. We are expanding our foot-
print which will reduce the geographical concentration of lending over time.

Consumer lending
Consumer balances have reduced to £1,003 million at 30 June 2024 (31 December 2023:
£1,297 million) following a reduction in, and subsequent cessation of lending through the
































































































