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INTERIM FINANCIAL RESULTS



Strategic progress
David Duffy

Chief Executive Officer



£123m

£158m

6.3%
10.6%

H1-17 H1-18

S T R O N G  P R O G R E S S  I N  D E L I V E R I N G  O U R  S T R AT E G Y
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Building a bank fit for the 
underlying profitability

Underlying PBT (£m) / Underlying RoTE

annualised growth in lending

+5%

reduction in cost to income 

ratio (to 64%)

6%pts

underlying capital generation 

+27bps

Sustainable 
customer growth

Efficiency
Capital 

optimisation

Underpinned by digital transformation

+28%



Financial results
Ian Smith

Chief Financial Officer



S I G N I F I C A N T  I N C R E A S E  I N  U N D E R LY I N G  P R O F I T
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Net interest margin (NIM) 218 bps 226 bps (8) bps

Cost of risk 13 bps 15 bps (2) bps

Underlying cost income ratio 64% 70% (6) %pts

Underlying return on tangible equity (RoTE) 10.6% 6.3% +4.3 %pts

Underlying earnings per share (EPS) 15.5p 9.0p +6.5p

Underlying P&L Six months to Change

£m 31 March 2018 31 March 2017 YoY

Net interest income 426 411 +4% 

Non-interest income 77 86 (10)%

Total operating income 503 497 +1% 

Total operating and administrative expenses (323) (348) (7)%

Operating profit before impairment losses 180 149 +21%

Impairment losses on credit exposures (22) (26) (15)%

Underlying profit on ordinary activities before tax 158 123 +28%



S TAT U T O R Y  E A R N I N G S  I M P A C T E D  B Y  L E G A C Y  C O N D U C T
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Statutory P&L Six months to

£m 31 March 2018 31 March 2017

Underlying profit on ordinary activities before tax 158 123

Exceptional Items
- Conduct charges
- Business restructuring and similar expenses

(220)
(33)

(19)
(58)

Statutory (loss)/profit on ordinary activities before tax (95) 46

Tax credit / (charge) 19 (16)

Statutory (loss)/profit for the period (76) 30



13.8 14.0

7.9 8.1

6.0 6.3

27.7 28.4

Sep-17 Mar-18

Wholesale balances 
£bn

Deposit balances 
£bn

Cost(2) (bps) 41 51

LDR 115% 115%

Current accounts Savings Term deposits

7

4.8 4.4

1.9 2.3

1.9 0.4

8.6
7.1

Sep-17 Mar-18

Cost(2) (bps) 133 149

TFS (% of lending) 6% 7%

Debt securities TFS Due to other banks

+5%(1)

(1)  Annualised  (2) Average cost of funds during six month period

B R O A D  B A S E D  F U N D I N G ,  C O S T  E F F E C T I V E  M I X



S T R O N G  A S S E T  G R O W T H  A C R O S S  A L L  S E G M E N T S
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23.5
23.9

24.1

Sep-17 Dec-17 Mar-18

6.8 6.8

7.0

Sep-17 Dec-17 Mar-18

1.2 1.2 1.2

Sep-17 Dec-17 Mar-18

Mortgages
£bn

Core SME
£bn

Unsecured personal
£bn

+6%(1) +5%(1) +5%(1)

Strong growth in 
competitive market

Continued strong new 
business volumes

Improved capability 
supporting origination

(1)  Annualised



4 %  N I I G R O W T H  H I G H E R  B A L A N C E S ,  M A N A G I N G  N I M

296 277

H1-17 H1-18

Mortgage book average yield (1)

(bps)
SME book average yield (1)

(bps)(19)

372 388

H1-17 H1-18

16

9

22.1 23.9

H1-17 H1-18

Mortgage book average balance (2)

(£bn) +8%

(1) Average yield is calculated by annualising the interest income/expense for the period and includes the effective interest rate of associated fees 
(2) Average balances are calculated using the daily balances across the period. 

SME book average balance (2)

(£bn)

7.0 7.3

H1-17 H1-18

+4%



37

29

10

44

120
100+

Run rate savings
achieved to date

Run rate savings to
be delivered

Savings reinvested
in business

Target net cost
savings by FY19

353

376

348

327
323

H1-16 H2-16 H1-17 H2-17 H1-18 H2-18

<£640m

FY18 guidance 
improved

Network 
efficiency

Org. design

Operational 
efficiency

Central cost 
management

Reinvestment in business to 
enhance customer proposition

Driven by central 
cost management 
and organisational 

efficiency 

Run rate cost savings
£m

(1)  Relative to FY16

(1)

10

Underlying operating costs
£m

C O S T  S A V I N G S  R U N N I N G  A H E A D  O F  S C H E D U L E



253 283 272

H1-17 H2-17 H1-18

15 
12 13 

24 

32 

20 

H1-17 H2-17 H1-18

Net Gross (2)

(1) Annualised cost of risk includes credit risk adjustment on loans at fair value
(2) Annualised cost of risk excluding provision releases/recoveries, debt sales and credit risk adjustments on loans at fair value

Gross cost of risk (2)

(bps) 

Mortgages
£24.1bn

SME
£7.4bn

Unsecured
£1.2bn

Cost of risk (1) 

(bps)

2 3 2

H1-17 H2-17 H1-18

55 87
37

H1-17 H2-17 H1-18

Impairment 
charge

£26m £22m £22m

11

S TA B L E  A S S E T  Q U A L I T Y ,  L O W  C O S T  O F  R I S K



235 

170 202 

148 

422 
350 367 

Sep-17 Remediation Walk
ins

Increased
provision

Mar-18

Provision Utilisation CYBG charge Indemnity

PPI provision
£m

PPI walk in complaints 

Remediation 
programme 

now complete

Utilisation in period required a provision top-

12

Elevated complaints driven by:

• CMC activity ahead of fee-
capping and cold-calling limit

• Heightened media coverage

• FCA advertising campaign

35
44

59

H1-17 H2-17 H1-18 H2-18 FY19

110

S I G N I F I C A N T  A C T I O N  O N  P P I



90 
15 

41 
7 10 

102 

28 

Sep-17 Underlying
generated

Asset growth Investment
spend

AT1
distribution

Restructuring Conduct Other Mar-18

12.4%

11.3%

CET1 ratio evolution 
(bps)

Underlying capital generation 27bps

17.9% Total capital 16.7%

7.4% UK Leverage ratio 7.0%

13

U N D E R LY I N G  C A P I TA L  G E N E R AT I O N  A B S O R B E D  B Y  

C O N D U C T  A N D  R E S T R U C T U R I N G
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£470m Surplus (1)

Mar-18 CET1 Ratio

8.9% (2)

Pillar 1, 
8.0%

Pillar 1

Significant buffer to transitional CRD IV 

Pillar 1, 
8.0%4.5%

2.5%

1.9%

Mar-18 CRD IV CET1
Min. Requirement

Pillar 1

Pillar 2A

CCB  (3)

11.3%

Mar-18 Total RWAs (£bn) 19.9

UK Leverage ratio (4) 7.0%

(1) Includes PRA/P2B buffer and management buffer   (2) Expect to add a UK CCyB of 0.5% from Jun-18, increasing to 1% from Nov-18   (3) Being phased in to Jan-19, with 1.875% applicable for 2018   (4) Excluding central bank claims 

IRB application process for mortgages

IR
B

 A
cc

re
d

it
at

io
n

 P
ro

ce
ss

Phase 1: scoping (M1)
• Mortgages permission application submission

Phase 2: reviews of:
• Mortgages models (M2); 
• Data & IT (M3);
• Use test & experience test (M4).

Phase 3: reviews of:
• Financial reporting & stress testing (M6); 
• Internal audit and validation (M7);
• Governance (M8).

Recommendation & supervisory decision 
(M9)

Awaiting

Remediation: if required

Implementation (M10): Issuance of 
permission confirmation and agreement on 
any further implementation required. 

Phase 
Complete

Phase 
Complete

Phase 
Complete

S T R O N G  C A P I TA L  P O S I T I O N  A N D  I R B  O N  T R A C K



Metric FY18 guidance

NIM c.220bps

Underlying costs < £640m

Loan growth Mid-single digit %

LDR (1) <120%

Metric Medium term guidance

RoTE Double digit by FY19

CIR 55% - 58% by FY19

Loan growth Mid single digit % CAGR to FY19

LDR (1) < 120%

Dividend 50% pay out ratio over time

(1)   Including TFS

Medium term guidance on track 
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*improved*

F Y 1 8  A N D  M E D I U M  T E R M  G U I D A N C E



David Duffy

Chief Executive Officer
Summary & outlook
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Core CYBG offerings Customer-focused marketplace

B Money

B Account(s)

B Aggregator
due late-May

B for Business

B @ Home

B Traveller

B Smart

B Secure

B Rewarded

in development 
not yet live to 
all customers

L E V E R A G I N G  T H E  i B P L AT F O R M  T O  D E L I V E R  A N  

E N H A N C E D  D I G I TA L  E X P E R I E N C E



Proven SME 
expertise

• Deep sector specialism through 
focused teams for key industries

• Proven risk management expertise

A  D I F F E R E N T I AT E D  R E G I O N A L  S M E

• Comprehensive product suite 
supported by RM-led servicing model

• c.95% of borrowing customers use 
CB/YB as primary BCA product

Market-leading 
customer 
offering

Deep, long-term 
relationships

• Trusted, regional SME brands with 
heritage

• 170 years of experience

On track to deliver our three-year £6bn lending commitment to SMEs by 2019

18

customers half have been with CYBG >10 yrsc.200k

of deposits at a cost of c.25bps c.£9bn

of lending average yield of 388bps £7.4bn

relationship managers avg. tenure of 14 yrs>300

OOI yield (as % of lending)c.100bps

market share of BCAs (national)c.3.5%

market share of BCAs (regional)

in Scotland and Yorkshirec.15% 



Incentivised Switching Scheme

• Facilitates switching of 120,000 BCAs (c.3% of market share)

• 220,000 eligible business customers

• £350m scheme 

– £275m in dowries available to incentivise switching

–

• Participating challenger banks compete for eligible customers

Capability and Innovation Fund (£425m available)

• CYBG to bid for Pool A awards: £120m, £100m, or £60m

–

T H E  R B S A LT E R N AT I V E  R E M E D I E S  P A C K A G E

RBS alternative remedies package CYBG has the strengths SMEs care about

Can switch BCAs 
seamlessly today

• End-to-end digital application

• Dedicated on-boarding operation

• Significant SME switching experience

Next generation 
experience for 
SME customers

• Developing our SME digital proposition 
using our market-leading iB platform

• iB platform capability facilitates 3rd

party software integration

Full-service SME 
offering & strong 
brand recognition

•

• Comprehensive product suite

• Appetite and commitment to lend 
£6bn to UK SMEs over 3 years

Opportunity for CYBG to acquire SME customers and leverage strength of the iB platform for SMEs

19



W E L L  P O S I T I O N E D  T O  C O N T I N U E  E X E C U T I N G  O U R  

S T R AT E G Y  A N D  T O  L E V E R A G E  F U T U R E  O P P O R T U N I T I E S

CYBG well positioned to deliver next phase of strategy

20

✓Prudent pre-funding strategy with diversity of sources

– Retail, SME and wholesale funding capabilities; low TFS usage

✓Established customer lending platforms

– Mortgage franchise with national reach

– Full-service regional SME proposition is a differentiator

✓Strong capital position with significant buffer to regulatory 
capital requirements

✓Scalable, market-leading technology platform already built

• Continued delivery of existing strategy 

• IRB accreditation will provide capital optimisation 
options and open up attractive new lending segments 

• Leveraging the RBS alternative remedies package to 
help scale our regional SME franchise nationally

• Open Banking provides the opportunity to leverage 
our technology platform

• Continue to assess inorganic opportunities



Q & A



Contact details:

Andrew Downey
Head of Investor Relations
CYBG PLC 
t:   +44 20 3216 2694
m: +44 7823 443 150
e: andrew.downey@cybg.com

Owen Price
Investor Relations
CYBG PLC
t:   +44 20 3216 2785
m: +44 7484 908 949
e: owen.price@cybg.com

www.cybg.com/investor-centre



Appendix



£m March 2018 September 2017

Mortgages 24,139 23,480

SME - Core Book 6,982 6,821

SME Non-Core Book 437 504

Unsecured personal lending 1,191 1,162

Total Customer Loans 32,749 31,967

Liquid Assets and other 7,502 9,013

Other Assets 2,102 2,251

Total Assets 42,353 43,231

Customer Deposits 28,413 27,679

Wholesale Funding (excl. TFS) 4,880 6,702

TFS 2,250 1,900

Notes in Circulation 2,304 2,197

Other Liabilities 1,236 1,351

Total Liabilities 39,083 39,829

Equity and Reserves 3,270 3,402

Liabilities and Equity 42,353 43,231 24

B A L A N C E  S H E E T



£m March 2018 September 2017

Retail mortgages 8,881 8,646

Business lending 7,523 7,359

Other retail lending 958 932

Other lending 701 815

Total credit risk 18,063 17,752

Credit valuation adjustment 144 167

Operational risk 1,621 1,621

Counterparty risk 121 138

Total RWAs 19,949 19,678

Total Loans 32,749 31,967

Credit RWAs / total loans 55% 56%

Total RWAs / Assets 47% 46%

25

R I S K  W E I G H T E D  A S S E T S



64% 75%

36% 25%

H1-17 H1-18

Mortgage origination
£bn

SME drawdowns
£bn

2.3 2.6

Owner occupied BTL

Strong growth ahead of market Continued strong origination

Front     
book LTV

69% 71%

Front     
book LTI

2.78 2.98

H1-17 H1-18

1.0 1.0

(2)%

+13%

• Origination pace maintained: £1.1bn approvals 
(H1-17: £1.1bn)

26

N E W  B U S I N E S S  F L O W S



2.78

2.93
2.98

H1-17 H2-17 H1-18

Repayment and borrower profile

OO - C/I
54%

OO - I/O
21%

BTL - I/O
23%

BTL - C/I
2%

Gross new mortgage lending 

Gross new mortgage lending Gross new mortgage lending (2)

Note: Excludes loans where data is not currently available due to front book data matching still to be completed and historic data capture requirements
(1) Other includes Wales, Northern Ireland, Channel Islands and those new accounts where the region might be unknown until collateral matching has occurred/ (2) Excludes BTL portfolio

Scotland
9%

England North
14%

England Midlands
6%

Greater London
37%

Rest of South
32%

Other
2%

<50%
10%

50-80%
56%

80-90%
19%

>90%
15%

(1)

Gross new mortgage lending 

Mortgage lending location

Loan-to-income breakdownLTV of gross new mortgage lending

27
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Gross new mortgage lending volumes Indexed LTV band (value)

Geographic split LTI split

(£bn) 

1.4 
3.0 

2.1 
0.4

0.6
0.51.8 

3.6 
2.6 

H1-17 H2-17 H1-18
Broker Proprietary Channels

79% 83%

broker % total new business volume

Intermediary stock

<50%
25%

50-80%
63%

80-90%
9%

>90%
3%

Scotland
5% England North

8%

England Midlands
5%

Greater London
47%

Rest of South
33%

Other
2%

<=2
15%

2-3
26%

3-4
30%

4-5
26%

>5
3%

Note: Excludes loans where data is not currently available due to front book data matching still to be completed and historic data capture requirements
(1) Other includes Wales, Northern Ireland, Channel Islands and those new accounts where the region might be unknown until collateral matching has occurred

(1)

Intermediary stock

Intermediary stock
81%
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BTL stock Indexed LTV

LTI split Rent cover

(£bn) 

New lendingTotal BTL

6.9 7.1 7.2 

0.7 0.7 0.6 
7.6 7.8 7.8 

Mar-17 Sep-17 Mar-18

I/O C&I

<50%
23%

50-80%
76%

80-90%
0%

>90%
1%

<=2
26%

2-3
29%

3-4
24%

4-5
15%

>5
6%

<=75%
4%

75-100%
3%100-125%

5%

125-150%
9%

>150%
79%

Note: Excludes loans where data is not currently available due to front book data matching still to be completed and historic data capture requirement

Total BTL
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SME book Business lending portfolio by collateral cover

Business banking clients

% of total business lending

(1) Other includes utilities, post and telecommunications, resources and finance sectors

CRE: 8%
Housing 

Associations: 3%

Retail & wholesale 
trade
11% 

12% 
Business services
11% 

Manufacturing
11% 

Hospitality
7% 

CRE
11% 

Transport and storage
4% 

Construction
2% 

Other 
7% 

Entertainment
3% 

Agriculture
21% Fully secured

46%

Partially secured
22%

Largely/fully 
unsecured

32%

Top 5
2%

6-20 largest
5%

Other
93%

(1)
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11.3%

2.2%

3.2%

Mar-18 capital stack

CET1

AT1

Tier 2 (1)

7.0%UK Leverage 
ratio (4)

(£0.6bn)

(£0.5bn)

(£2.2bn)

Mar-18 Total RWAs (£bn) 19.9

Mar-18 Credit RWAs (£bn) 18.1

Credit RWAs / Loans (%) 55%

Total RWAs / Assets (%) 47%

16.7%

Pillar 1, 
8.0%

Total Capital

• As an institution subject to bail-in, the Group 
expects to have to meet the following MREL 
requirements:

• From 1 January 2020, 18% of RWAs

• From 1 January 2022, up to two times the 
sum of Pillar 1 and Pillar 2A, plus CRDIV 
buffers

• Inaugural Holding Company senior unsecured 
transaction (June 2017) marked an important first 
step in our journey towards meeting MREL

• Further gradual issuance of Holding Company 
senior unsecured debt planned over the next 4 
years

8.0%

4.5%

CCB 2.5% (2)

CCyB 1.0% (2)

Surplus 0.7% (3)

Allocated Capital

Pillar 1

Pillar 2A

(1) Includes £0.16bn Buffer   (3) Includes PRA/P2B buffer and management buffer   (4) Excluding central bank claims 

S T R O N G  T O TA L  C A P I TA L  P O S I T I O N



CYBG PLC Credit Rating Summary (14th May 2018)

Clydesdale Bank PLC Credit Rating Summary (14th May 2018)

Agency Long-Term Outlook Short-term

S&P BBB- Stable A-3

Fitch BBB+ Stable F2

Agency Long-Term Outlook Short-term

S&P BBB+ Stable A-2

Fitch BBB+ Stable F2

Baa1 (1) Positive P-2

•

• CB PLC is rated Investment Grade by all 3 rating agencies 

(1) Long-term bank deposit rating th December 2017 from Baa2 to Baa1 32
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This document has been prepared by CYBG PLC (the and is the responsibility of the Company. It was prepared for the purpose of, and comprises the written materials used
in and/ or discussed at, the presentation(s) given to stakeholders concerning the interim financial results of the Company and its subsidiaries (which together comprise the for
the six months ending 31 March 2018. This document is a marketing communication and should not be regarded as a research recommendation.

The information in this document may include forward looking statements, which are based on assumptions, expectations, valuations, targets, estimates, forecasts and projections about
future events. These can be identified by the use of words such as 'expects', 'aims', 'targets', 'seeks', 'anticipates', 'plans', 'intends', 'prospects' 'outlooks', 'projects', 'believes', 'estimates',
'potential', 'possible', and similar words or phrases. These forward looking statements, as well as those included in any other material discussed at the presentation, are subject to risks,
uncertainties and assumptions about the Group and its securities, investments and the environment in which it operates, including, among other things, the development of its business
and strategy, trends in its operating industry, changes to customer behaviours and covenant, macroeconomic and/or geopolitical factors, changes to its board and/ or employee
composition, exposures to terrorist activity, IT system failures, cyber-crime, fraud and pension scheme liabilities, changes to law and/or the policies and practices of the BoE, the FCA
and/or other regulatory and governmental bodies, inflation, deflation, interest rates, exchange rates, changes in the liquidity, capital, funding and/ or asset position and/or credit ratings of
the Group, future capital expenditures and acquisitions, the repercussions of the UK's referendum vote to leave the European Union (EU), the exit from the EU (including any
change to the currency), Eurozone instability, any referendum on Scottish independence.

In light of these risks, uncertainties and assumptions, the events in the forward looking statements may not occur. Forward looking statements involve inherent risks and uncertainties.
Other events not taken into account may occur and may significantly affect the analysis of the forward looking statements. No member of the Group or their respective directors,
officers, employees, agents, advisers or affiliates gives any assurance that any such projections or estimates will be realised or that actual returns or other results will not be materially
lower than those set out in this document and/or discussed at any presentation. All forward looking statements should be viewed as hypothetical. No representation or warranty is made
that any forward looking statement will come to pass. No member of the Group or their respective directors, officers, employees, agents, advisers or affiliates undertakes any obligation
to update or revise any such forward looking statement following the publication of this document nor accepts any responsibility, liability or duty of care whatsoever for (whether in
contract, tort or otherwise) or makes any representation or warranty, express or implied, as to the truth, fullness, fairness, merchantability, accuracy, sufficiency or completeness of, the
information in this document or the materials used in and/ or discussed at, the presentation.

The information, statements and opinions contained in this document and the materials used in and/ or discussed at, the presentation, do not constitute a public offer under any
applicable legislation or an offer to sell or solicitation of any offer to buy any securities or financial instruments or any advice or recommendation with respect to such securities or other
financial instruments.

The distribution of this document in certain jurisdictions may be restricted by law. Recipients are required by the Group to inform themselves about and to observe any such restrictions.
No liability to any person is accepted in relation to the distribution or possession of this document in any jurisdiction. The information, statements and opinions contained in this
document and the materials used in and/ or discussed at, the presentation are subject to change.

Certain figures contained in this document, including financial information, may have been subject to rounding adjustments and foreign exchange conversions. Accordingly, in certain
instances, the sum or percentage change of the numbers contained in this document may not conform exactly to the total figure given.
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