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2016 has been another exceptional year and we 

remain positive on our outlook 

Intro 

3 

2016 builds on 

our track-record 

for delivery… 

…we’ve made further 

progress across our 

strategic priorities… 

…and we remain 

confident of continued 

strong and sustainable 

returns 

1 2 3 



     We’ve built a track-record for delivery 
Intro 

4 
1Underlying figures exclude exceptional items, in 2016 exceptional items include the Invoice Finance goodwill write off (£4.1m), in 2015 it includes IPO related costs (£4.1m, post tax £3.4m). 
2Bank surcharge tax improved the underlying ROE by 1ppt in 2015 due to revaluation of DTA. In 2016 the ROE was suppressed by 1.6ppt from the additional 8% surcharge on profits in excess of £25m. ROE excludes AT1 
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15% 

21% 18% 

2014 2015 2016

Consistent 

loan growth 

Declining 

Cost / income1 

Capital 

generative 

Strong return 

on equity1,2 

£4.8bn £6.1bn £7.5bn 

2014 2015 2016

£1.4bn 

2014 2015 2016

60% 51% 45% 

11.8% 

11.0% 

11.5% 

2015 1H16 2016

100% 

£1.3bn 
£1.3bn 



     We’ve made further progress across 

     our strategic priorities 

Intro 
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Customer-driven growth 

• Record originations, across 

Business Finance & Mortgages 

• Customer numbers over 220,000, 

and NPS +43 

• Winner Leasing and Asset Finance 

Provider of the Year - NACFB 

• Winner Best Specialist Mortgage 

Lender – Your Mortgage Awards 

• Winner Best Business savings 

provider - Moneynet 

Effective operating model 

• Further operating leverage: 

underlying cost/income below 45% 

• Enhanced Executive team: 

Introducing 3 new members 

• Bolstered broader teams, 

including Risk & I.T. 

• Refresh of our customer 

segmentation and branding 

• Launched and progressed initiatives, 

including platform upgrades 

Robust risk management 

• Origination in line with centrally 

controlled underwriting standards 

• Cost of risk well-within risk appetite 

• Introduced new CRO and enhanced 

risk organisation model 

• Continued to rescore portfolios on a 

monthly basis 

• NPL ratio remains below 0.5% 
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1See the press release for full detail of our assumptions and corresponding expectations  

     We remain confident in continuing to 

     generate strong and sustainable returns  

Intro 

3 

• Risk: Prudent, unchanged risk appetite; cost of risk 25 - 35bps over the medium term 

• Return on equity: Remaining in the high-teens over the medium term 

• Net loan growth: Further growth over the medium term; 10 – 15% in 2017 with net 

interest margin broadly stable (2016: 3.5%) 

• Cost/income: Trending below 40% in the medium term 

Our focus remains risk-adjusted returns, maintaining risk appetite to find 

the right balance of profitable growth1 
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Continued delivery against our financial objectives 

• Generated underlying1 return on equity of 18%, in line with guidance 

• Delivered strong organic growth in net lending, up £1.3bn 

• NIM healthy at 3.5%, as we manage down our cost of funds, with corresponding 

reductions in asset pricing 

• Continued progress in cost efficiency, with cost/income1 now below 45% 

• Achieved capital self-sufficiency in H2, generating c50bps of CET1 capital 

1 

2 

3 

4 

6 

Financial headlines 

2016 FY 

update 

8 
1Underlying figures exclude exceptional items, in 2016 exceptional items include the Invoice Finance goodwill write off (£4.1m), in 2015 It includes IPO related costs (£4.1m, post tax £3.4m). 

• Cost of risk 23bps, reflecting robust approach to risk management 5 



Balance sheet growing in size and strength 

£m 31 Dec 16 31 Dec 15 Var2 (%) 

Net Loans 7,477 6,145 22 

Cash and Investments 848 806 5 

Fixed Assets 3.1 3.4 (9) 

Intangible Assets 26 24 8 

Total Assets 8,381 7,009 20 
 

Customer Deposits 6,674 5,742 16 

Wholesale Funding 982 636 54 

Other Liabilities 99 97 2 

Total Liabilities 7,755 6,475 20 
 

Shareholder Equity 552 460 20 

AT1 Capital 74 74 - 

Total Equity 626 534 17 

KPIs 

Net loan growth 1,333 1,344 

Loan to deposit ratio 112% 107% 

CET1 ratio 11.5% 11.8% 

TNAV per share 153p 126p 

Summary Balance Sheet 

Key comments 

1 

2 

3 

4 

1 

2 

3 

4 

Net Loan growth £1.3bn, driven by record 

levels of origination 

- Over £1bn in Business Finance 

- Over £2bn in Mortgages 

Growth primarily funded by deposit franchise 

- Business customers1 now represent c30% 

of deposit balances 

Loan to deposit ratio increased to 112%, 

as we accessed the TFS scheme 

CET1 ratio robust at 11.5%, c50bps of organic 

capital generation in excess of RWAs over H2 

2016 FY 

update 

9 
1Includes SME and corporate depositors  2Variances based on underlying data 

3 



Record organic origination drives balanced growth;  

risk appetite remains prudent and unchanged 

1.4 1.5 

2.4 

3.3 

0.8 

0.9 1.3 

1.6 

0.2 

0.2 

2015 Origination Redemption 2016

£3.2bn origination drives 

22% loan growth across 

both Business Finance  

and Mortgages 

• Business Finance up 15% 

to £1.7bn 
 

 

• Mortgages up 24% to £5.7bn  

 

 

• Looking ahead, we anticipate 

10 – 15% growth in 2017, with 

mix remaining broadly stable 

2016 FY 

update 

£6.1bn 

£7.5bn 

Net loan growth by segment 

10 
1Includes Property Development portfolio of £229m (2015: £179m) 

30% opening 

net loans 

+£1.3bn, 22% 

CM BTL RM IF AF 

+3.2 

-1.9 
100% 

2% 

21% 

12% 

45% 

20% 



5,742 

6,674 

396 

399 

355 

194 

131 

43 

101 

2015 2016

Growth and greater diversity in funding 

Our funding strategy 

remains deposit-led and 

diversified 

• Deposits up 16% to £6.7bn, 

with 30% from businesses 
 

 

• Repo FLS down 11% to £355m 
 

 

• TFS first users: 4-year money 

at base rate, £396m drawn 
 

 

• RMBS reduced 33% to £131m 
 

 

• Tier 2 issue: £60m at 8.5%, 

£40m outstanding notes 

callable in May 2017 
 

 

• Looking ahead, we will 

operate with a loan to deposit 

ratio around 115% - 120%  

2016 FY 

update 

Customer deposits and wholesale funding 

107% 

112% 

£7.7bn 

£6.4bn 260 

2016

1,647 

4,767 

£6.7bn 

Deposits FLS 

RMBS 

Sub debt & Other 

% LDR 

Retail SME 

Corporate TFS 

~30% 

Commercial 

~70% 

Retail 
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11.8 

11.0 

11.5 

11.5 

(0.3) 
(0.2) 

1.1 

(1.4) 

1.3 
(0.8) 

1.6 

2.5 

FY 15
CET 1

Ops
Risk

AT 1
coupon

Profit RWA H1 16
CET 1

Profit RWA FY 16
CET 1

Total
Capital

Capital inflexion point reached in H2 

We reached the point of 

capital self-sufficiency in 

the second half of 2016, in 

line with IPO guidance 

• Generation of c50bps organic 

capital in H2 drives 11.5% CET1 
 

 

• Total capital of 15.6% (2015: 

15.1%) remains robust 
 

- Leverage remains strong 

at 7.0% (2015: 7.2%) 
 

 

• BCBS consultation may result 

in higher risk-weightings 
 

 

• Consideration for dividends: 
 

- Growth opportunities 
 

- Greater regulatory clarity 
 

- CET1 >12%  
 

2016 FY 

update 

Aldermore capital ratio walk (%) 

12 

Capital 

generation 

non-linear 

AT1 

Tier 2 

15.6 

CET1 

Note: Organic capital generation involves small adjustments to profit 



Delivering record profits, generating an 18% ROE 

£m 2016 2015 Var2 (%) 

Net interest income 239 199 20 

Other operating income 28 26 9 

Operating income 268 225 19 

Underlying expenses (119) (116) (3) 

Impairments (16) (10) (49) 

Underlying PBT1 133 99 34 

Exceptional items1 (4) (4) - 

Profit before tax 129 95 36 

Tax (35) (16) (119) 

Profit after tax 94 78 19 

KPI 

Net interest margin 3.51% 3.63% 

Cost:Income ratio1 44.6% 51.4% 

Cost of risk 0.23% 0.19% 

ROE1 18.0% 20.6% 

EPS1 26.4p 22.7p 

Summary Income Statement 

Key comments 

1 

2 

3 

4 

1 

4 

2 

Net interest income growth driven by net 

lending and a healthy net interest margin 

Record underlying PBT, up 34% 

Underlying ROE 18%, despite tax surcharge, 

resulting in 26% ETR (2015: 17%) and impact 

of full year AT1 coupon 

Strong improvement in underlying 

cost/income, below 45% 

5 

5 

Cost of risk remains low, reflecting robust 

approach to risk management 

3 

2016 FY 

update 

13 
1Underlying figures exclude exceptional items, in 2016 exceptional items include the Invoice Finance goodwill write off (£4.1m), in 2015 it includes IPO related costs (£4.1m, post tax £3.4m).  
2Variances based on underlying data 

2 

3 



Our funding costs are falling driven by pricing  

and mix benefits 

2016 FY 

update 

The cost of new deposits 

fell during 2016, driven by  

reduced competition and 

the cut to the base rate 

• Increased diversification of 

funding, including TFS at 25bps 
 

 

• New Tier 2 significantly cheaper 

than existing Notes, which have 

call option in May 2017 
 

 

• Much of benefit from deposit 

costs yet to feed through to cost 

of funds 
 

1Cost of funds calculated as interest expense / average net loans on a 2-point average basis. Component parts calculated as interest expense over monthly average funding balance. FLS includes off-balance sheet commitments 
2Includes Retail, SME and Commercial deposits average pay rate of monthly drawings 
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Cost of funds1 (%)     Average rate paid (%) 

1.8 

0.7 

- 

1.5 

17.4 

1.7 

0.5 0.3 

1.5 

11.2 

Deposits FLS TFS RMBS Tier 2

1.5 1.6 
1.8 

1.7 

1.4 
1.2 1.2 

1.1 

J F M A M J J A S O N D J F M A M J J A S O N D J

Inflow cost of deposits2 (%) 

2015 2016 

1.9 1.7 

Group

2016 2015 



Gross yield, reflects lower funding costs and 

the competitive environment 

2016 FY 

update 

Group gross yield down 

23bps from: 

• The base rate reduction and 

lower cost of funds across the 

market 
 

 

• Finer margins in Asset 

Finance, partly driven by 

higher-quality, wholesale lines 
 

 

• Competition in active BTL 

market 
 

 

• Help to Buy rolling-off in 

Residential Mortgages 

 
 

Gross asset yield by portfolio, % 

5.6 5.3 

2015 2016

5.0 4.7 

2015 2016

6.5 6.6 

2015 2016

5.5 5.3 

2015 2016

6.3 6.0 

2015 2016

4.5 4.5 

2015 2016

Group AF IF 

RM BTL CM 

15 



Pricing and funding dynamics 

supporting a stable outlook for the margin 

2016 FY 

update 

Reduced competition in 

deposits and introduction 

of TFS are supporting 

medium-term NIM outlook 

• NIM was down over the year, 

as a result of the impacts 

across funding and loan pricing 
 

• Looking ahead, we expect 

these dynamics to result in 

our NIM remaining broadly 

stable in 2017 

Net interest margin walk, 2015-16 (%) 

3.6 
3.5 

(0.2) 
0.1 

2015 Asset
pricing

Funding
benefit

2016

16 

NIM broadly 

stable for 2017 



Continued strong improvement in 

operating leverage 

2016 FY 

update 

Greater operating leverage 

has been driven by strong 

top-line growth and a 

controlled cost base 

• Underlying1 cost/income now 

below 45% 
 

•   

• Looking ahead, additional 

£15-20m expected in 2017, 

reflecting investment in 

mandatory projects and 

strengthening of our teams to 

support strategic delivery 
 

 

• Cost/income1 trending < 40% 

over the medium term 

Operating income and underlying1 costs (£m), Cost/income1 (%) 

Operating income Underlying1 expenses % Cost:income ratio1 

17 

£165m 

£225m 

£268m 

£99m 

£116m £119m 
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2014 2015 2016

60% 

51% 

45% 

1Underlying figures exclude exceptional items, in 2016 exceptional items include the Invoice Finance goodwill write off (£4.1m), in 2015 it includes IPO related costs (£4.1m, post tax £3.4m) 



Cost of risk reflects robust approach 

to risk management 

2016 FY 

update 

Cost of risk remains well 

within risk appetite 

• The cost of risk remains robust 

at 23bps in 2016 
 

 

• Modest increase in impairment: 
 

- A small number of specific 

cases 
 

- Impact of a larger portfolio 
 

- Greater prudence in collective 

provisioning 
 

 

• Looking ahead, Cost of risk 

expected to remain within risk 

appetite at around 25 – 35bps 

over the medium term 

Cost of risk by portfolio (%) 

0.07 
0.13 

2015 2016

0.06 
0.12 

2015 2016

0.19 0.23 

2015 2016

0.40 0.38 

2015 2016

0.88 
1.08 

2015 2016

Group AF IF 

RM BTL 

18 

0.29 0.34 

2015 2016

CM 

£5.6m £1.7m £2.9m £3.4m £1.9m 

£15.5m 

2016 Impairment charge (£m) 

Total: 



22.7 
26.4 

2015 2016

Underlying1 Earnings per share 

+16% 

Underlying ROE of 18% in-line with guidance 
2016 FY 

update 

High-teens ROE1 

continues to be 

sustainable over the 

medium-term 

• EPS growth reflects 34% 

increase in underlying profits, 

less tax and AT1 coupon 

 

• Growth in book value of 20% 

to 160p per share reflects profit 

generation and a small 

movement in the AFS2 reserve 

 

• We expect to maintain an 

underlying1 ROE in the high-

teens over the medium term 

Book value per share 

2016

Continue to 

expect ROE1 

in the high 

teens 

19 
1Underlying figures exclude exceptional items, in 2016 exceptional items include the Invoice Finance goodwill write off (£4.1m), in 2015 it includes IPO related costs (£4.1m, post tax £3.4m) 
2Available for sale, an increase of £2.8m in the year to £1.8m at 31 December 2016  

133.3 
160.0 

2015 2016

146.7 

Average 

+20% 

18% 
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Providing specialist banking for customers 

and strong, sustainable returns for shareholders 

Strategic 

update 

Delivering a sustainable high-teens return on equity for shareholders 

Banking as it should be 
Helping people to seek and seize opportunities in their professional and personal lives 

1 

Efficient 

distribution 

2 

Specialist 

underwriting 

3 

Straightforward 

savings 

4 

Expert risk 

management 

5 

Dynamic 

service 

Our DNA, to be Reliable, Expert, Dynamic and Straightforward underpins our approach 

Providing specialist banking in selected segments of the UK market 



Our approach is evolutionary and our 

priorities have not changed 

Strategic 

update 

22 

1 

Efficient 

distribution 

2 

Specialist 

underwriting 

3 

Straightforward 

savings 

4 

Expert risk 

management 

5 

Dynamic 

service 

Customer Driven 
 

Helping more customers to seek and seize opportunities… 
 

Our focus remains on growth through diverse pools of customer demand, where we can 
operate as a service-focused specialist lender 

 Simply Delivered 
 

Enhancing the strength & efficiency 

of our scalable operating model… 
 

We continue to support the delivery of 
growth with enhanced service and 
efficiency 

Securely Managed 
 

Maintaining a diverse business model 

with robust risk management… 
 

We retain our prudent risk appetite across 
the bank, striking the right balance between 
risk and reward 

Our strategic priorities 
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We operate in attractive areas of the 

£560bn UK banking market 

Strategic 

update 

Sources: Council of Mortgage Lenders (CML), British Bankers Association (BBA), Finance and Leasing Association (FLA), Asset Based Finance Association (ABFA), DeMontfort University, Aldermore estimates. Other consumer finance 

includes second charge mortgages, personal loans and credit cards (non-BBA members), retail store and online credit, Point of sale (source: FLA). Invoice Finance figure is based on loan advances as at the end of September 2016. 

Overdrafts excluded. Mortgage distribution split excludes buy-to-let and commercial mortgages.  

Illustrative 

£32bn 
Credit cards 

£115bn 

2
0

1
6

 m
a

rk
e

t 
g

ro
w

th
 (

%
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2016 market size (£bn) 

15% 

Invoice Finance 

Mortgages (£288bn) 

£21bn 

9% 

6% 

3% 

12% 

0% 

Aldermore’s estimated market share 

£56bn 

Other consumer  

finance 

Consumer car  

finance 

Asset Finance (£29bn) 

Personal loans 

£23bn 

Hard 

assets 

83% 

Soft 

assets 

17% 

Intermediated 

72% 

Direct 

28% 
Remortgages 

£66bn 

Commercial 

Mortgages 

£43bn 

First time 

buyers 

£50bn 

Homemovers 

£78bn 

Buy-to-Let 

£41bn 

Other 

£11bn 

Direct 

£15bn 

Vendor 

£9bn 

Broker 

£5bn 



£0.7bn 
£0.9bn £1.0bn 

2014 2015 2016

We’ve grown Asset Finance at 23% CAGR to £1.6bn, 

building a leadership position in broker-led distribution 

Business 

Finance 

12.4 14.0 14.9 

4.3 
4.7 5.1 

8.1 
9.0 9.0 

2014 2015 2016

Aldermore’s growth rate 

has outperformed the 

market but our overall 

share remains small 

• The market has shown robust 

growth over recent years 

across all channels 
 

 

• Aldermore has focused in the 

£5bn broker channel, building 

a leadership position 
 

 

• The vendor market remains a 

significant further opportunity 

 

£25bn 
£28bn 

+23% 
£1.0bn 

£1.3bn 

£1.6bn 

Market annual origination by channel, CAGR 

Vendor Direct Broker 

Source: FLA, Aldermore estimates 

CAGR 

24 

Aldermore year end lending balance, originations 

and market share 

2.8% 

Originations Net loan balance Market share 

3.2% 3.4% 

8% 
CAGR 

+5% 

+9% 

+10% 

£29bn 



We are focused in sectors offering strong 

collateral and where we have specialist expertise 

Business 

Finance 

25 

Plant & 

Machinery 

Commercial 

Vehicles 

Used Cars 

Loans 

Soft Assets 

IT & Telephony 

Agriculture 

New Cars 

AF Asset Portfolio1 (%) Key Competitors 

Strong sector expertise and 

specialist underwriting 

advantage 

Advantage in higher value cars 

where we adopt specialist 

underwriting 

Attractive margins, growth 

initiative launched Q4 2016 

Professional bodies & block lines 

to high-quality counterparties 

Key Comment 

8 

12 

7 

12 

4 

29 

24 

1Final 3% is ‘other’, including catering, furniture and miscellaneous 



Our Invoice Finance business targets specialist 

niches and has been refocused for greater profitability 

Business 

Finance 

Aldermore provides working 

capital solutions for 

businesses transacting in 

attractive sector niches 

• Aldermore’s market share is 

below 1% of overall gross 

advances 
 

• We’ve refocused toward higher-

value business: 
 

- Larger factoring and invoice 

discounting segments 
 

- Broadened offering to include 

Asset Based Lending, and 
 

- Specialist contract, trade & 

construction finance 
  

• Deeper customer relationships 

offer cross-sell opportunities 
 

Invoice Finance net lending (£m),        Market share 

181 
161 154 

2014 2015 2016

5.4 
4.5 

7.0 

2014 2015 2016

CAGR 

+14% 

26 

Invoice Finance segment contribution (£m) 

0.8% 0.8% 
1.0% 



A clear opportunity to leverage our leadership position 

to capitalise on further growth in Business Finance 

Business 

Finance 

Build on leadership 

in Broker channel 

of Asset Finance  

Further enhance 

service capability 

in Asset Finance 

Broaden route to 

market in Asset 

Finance 

• Leadership position in growing market provides lever for growth in 

‘natural share’ 
  

• Opportunity to leverage broker network to enhance coverage of key 

under-weight asset classes (e.g. IT and telephony) and grow position 

• Digital investment programme targeting key service enhancements 

to improve broker proposition (e.g. online broker and customer portal) 
   

• Over time digital capability can be leveraged in adjacent channels 

• Significant opportunity in the £9bn Vendor market, addressable 

over time - capability gaps could be addressed through a partnership 

approach 

Invoice Finance 

strategy 

• Continued refocus of the invoice finance business provides 

opportunity for bottom line growth 
  

• Incremental opportunities exist to leverage specialist capability and 

cross-sell to existing customers 

1 

2 

3 

4 

27 Source: Aldermore analysis 



We have seized diverse opportunities  

within large and growing mortgage markets 

Mortgages 

176 184 205 

44 48 
43 27 

38 
41 

2014 2015 2016

Aldermore has grown faster 

than the market across all  

our target segments of the 

UK mortgage market 

• Agile response to new market 

opportunities has enabled rapid 

growth 
 

• We retain multiple levers for 

growth within our addressable 

segments: 
 

 

- In Residential c£40bn of  

the market is addressable  
 

- In Commercial we have a 

c£18bn addressable market 
 

- In BTL our broad offering 

provides access to c£22bn 

of the market 

1.0 1.4 1.5 
0.6 

0.8 0.9 
2.0 

2.4 
3.3 

2014 2015 2016

£247bn 

£288bn £270bn 

£3.6bn 

£4.6bn 

£5.7bn 

Market annual origination by product, 

CAGR 

Residential Mortgages Buy-to-Let Commercial Mortgages 

Source: CML, DeMontford University, Aldermore estimates 

c6% 

Share 

28 

Aldermore lending balances by product, 

CAGR 

2016
Addressable

c22 

c18 

c40 

0.5 

0.4 

1.3 

2016
Origination

c£80bn 

£2.2bn 

c2% 

c1% 

8% 

27% 



Market 

Residential 

mortgages 

Commercial 

mortgages 

Buy-to-Let 

mortgages 

Customer focus and differentiation 

• Focus on creditworthy segments 

requiring specialist underwriting 
   

• First Time Buyers 
 

• Self-employed 

• Multi-let Investment property 

(e.g. offices, combined residential/ 

commercial) 
 

• Experienced regional property 

development 
 

• Customer and loan size smaller 

than larger lenders 

• Comprehensive customer focus, 

with broad offering from first-time 

landlords to portfolio investors 
 

• Targeted rates for limited 

company investors 
 

• c70% flow is remortgage activity 

1 

2 

3 

Key competitors 

Agility in 

execution 
(early adopters of  

Help To Buy) 
 

Specialist 

underwriting 

Expertise 
(Property & covenant 

valuation) 
 

Broker network 
(Broad broker panel) 

 

Specialist 

underwriting 

Individual, 

Professional & Ltd 

co. offering 
(c60% Professional) 

 

Specialist 

underwriting 

We focus on areas of the market where we can 

leverage our specialist capabilities 

29 

Mortgages 

Regional building 

societies 



We have multiple levers to enhance growth 

Residential Commercial Buy-to-Let 

Retention strategy 

Build direct distribution 

Develop proposition 

Build and protect broker-service advantage 

Focus on growth and diversity within and across portfolios 

Enabled by investment in digital 

1 

2 

30 

Mortgages 



     Enhanced propositions in Residential will support 

     growth in our target segments 
1 

Segment Portfolio (%) Differentiator Enhancement 

First Time 

Buyers 
(c£15bn 

addressable 

market1) 

Self-

employed 
(c£3bn addressable 

market1) 

• Agility - one of first to 

market with Help To 

Buy (c35% portfolio) 
 

 

 

• Reputation for 

service with Brokers 
 

 

 

• Support for new-

builds with Help to 

buy equity loan 

• Introduction of high-LTV 

product, with Mortgage 

Indemnity Guarantee 

(MIG), as follow-on from 

Help to Buy (HTB) 
    

• MIG provides similar 

protection to HTB but 

extends to all loans over 

80% LTV 

FTB

c40% 

Self-
employed

c20% 
• Deep understanding 

of the customer, 

including sources of 

income and true 

affordability 
 

 

• Manually underwrite 

each case individually 

• Targeted marketing, 

broker and direct channels 
 

• Enhanced income criteria 
 

• Greater flexibility, e.g. 

repayment terms, further 

advances 

Early impact 

Q4 2016 Jan-17

   

38% 

Avg DIP2, Q4 ‘16, 

Jan ‘17 

1Aldermore estimates, of annual originations 
2Average number of Decisions in Principle (DIP) issued during the period 

Activity volumes 

in residential 

mortgages up 38% 

vs Q4 and at the 

highest level since 

June 2016 

31 

Mortgages 



     We have enhanced our retention 

     strategy across our portfolios 
2 

32 

Mortgages 

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Residential BTL

1Retention of non-Help to buy owner-occupied and Buy-to-Let portfolios into loyalty products as a proportion of balances post early redemption charge period, 2015-16 (%) 
2Balancers retained into loyalty products, across Buy-to-Let portfolio, 2015 - 2016 (£m) 

   

+6pt 

+11pt 

a 

b 

c 

Training to customer facing staff, including 

introduction of telephony advice for customers 

Improved and broadened loyalty product 

offering 

Enhanced clarity and frequency of customer 

communications, informed by market research 

d Developed product switching portal, to help 

customers select new products 

Our strategy was launched in 2015 and 

has shown good progress year on year 

Increased retention into loyalty1 

Significant growth in BTL loyalty switches2 

We have continued to make it better and 

easier for customers to stay… 

2015 

2016 

Investment continued over 2016, with new 

initiatives launched in December 



Simply delivered: Increasing operational 

strength, scalability and leverage 

Strategic 

update 

Introduction 
 

2016 update 
 

Strategic update 
 

   Customer driven 
 

   Simply delivered 
 

   Securely managed 

      

      

      

      Summary and Q&A 
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Phillip Monks, OBE 
Chief Executive Officer 



Our current operating structure is legacy-free and 

supported by scalable systems 

Simply 

Delivered 

1Retail savings outsourced to Newcastle Building Society 

34 

London 

5 

Reading 

Manchester 

Wilmslow 

Peterborough 

1 

2 

3 

4 

Hub 

Key Central 

Functions 

Asset 

Finance 

Invoice 

Finance 

Mortgages 

SME Savings1 

Core Function FTE 

132 

127 

81 

136 

27 

159 

176 

105 

IF

AF

CM

RM

Savings

Risk

Other
Support

IT & ops

c900 Total 

Key comments 

The bank has grown 

organically and 

we’ve built a broad 

in-house capability 
 

 

• We operate across 

5 key hubs, with 

supporting satellite 

sales offices 
 

• We use modern, 

industry-standard 

platforms, selected 

for their scalability 
 

• The operating model 

has matured with 

support functions 

enabling front line 

activity  



We will  continue to build upon and enhance 

our simple operating model 

Simply 

Delivered 

Technology People Processes 

Governance, reporting and risk 

Operating model and organisational design 

1 2 3 

There are opportunities across three key areas to 

further enhance and drive operational efficiency 

We have a lean and 

efficient model, which we 

seek to maintain through 

consistent investment 

• There are 3 key areas where 

we focus to support the Bank’s 

customer ambition 
 

- Technology, including 

systems and digital 
  

- People and capability 
  

- Processes and efficiency 
  

 

• Underlying cost/income  

<40% over the medium term 
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We have a clear agenda to drive benefits to 

customer service, efficiency and capability 

Simply 

Delivered 

36 

Training 

e.g. 

retention/ 

advice 

Technology 

1 

People 

2 

Processes 

3 

Customer 

Service 

Efficiency 

Capability 

Upgrade to 

SME 

savings 

platform 

Data analytics 

Automation 

Increase 

customer 

engagement 

AF broker 

and 

customer 

portal 

Mortgage 

Platform  

upgrade 

Process simplification 



Securely managed: Balancing a prudent risk 

appetite and supporting sustainable returns 

Introduction 
 

2016 financial 

performance 
 

Strategic update 
 

   Customer driven 
 

   Simply delivered 
 

   Securely managed Christine Palmer 
Chief Risk Officer 

      

      

      

      Summary and Q&A 

37 

Strategic 

Update 
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Securely 

Managed We have robust risk management and controls, 

supporting balanced growth and sustainable returns 

A comprehensive risk 

management framework to 

identify, manage and 

govern risk 

Presentation focuses on 3 areas: 
 

• Credit Risk 

- Our approach to growth 

and underwriting 

- Credit performance 

- Our major portfolios 
 

 

• Capital and Liquidity Risk 

- Resilience under stress 
 

 

• Wider Risk Management 

- Managing risk & responding 

to regulatory change  

- Enabling business agility 

Robust risk management framework: 

1 

2 

3 
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Securely 

Managed     We have a centralised model and focus on 

    sustainable returns ahead of headline growth 
1 

Governance Control Experienced underwriting 

• Board defines the overall risk 

appetite taking into account 

business strategy, product mix 

and resilience under stress 

 

• Allocated by business & 

portfolio, informing 

comprehensive, centrally 

managed underwriting criteria, 

lending policies and limits 

 

• Defined approval process 
 

- Approval mandates assigned 

to credit underwriters 
 

- Escalation to: 

- Senior Credit Underwriters,  

- Risk Directors, 

- Bank Wide Credit Committees 

• Underwriting centrally 

managed in two hub locations 

 

• Quality control checking of 

underwriting decisions 

 

• Independent Quality Assurance 

 

• Portfolio-level monitoring on a 

regular basis to Risk Directors, 

CRO, and Executive and Board 

Risk Committee 

 

• Defined processes to flag and 

escalate exceptions 

 

• Initial system based screening 

of cases against hard coded rules 

 

• Underwrite cases based on 

comprehensive criteria, 

covering applicant, loan & asset 

 

• Credit underwriters, aligned to 

asset specialisms (Residential/ 

Commercial property and 

Business assets) 

 

• Deploy professional 

judgement to individual cases 

within clear parameters and 

policy frameworks 

 

• Our experience in key segments 

drives comprehensive risk 

insight 

We operate solely in the UK, in attractive markets where we have significant experience… 
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Securely 

Managed 

Structured, rigorous approach to underwriting 

We use experienced underwriters to appraise cases, with greater levels of judgement required for more complex 

requests. These principles apply to all businesses 

Applicant 

criteria 

Property 

criteria 

Loan 

criteria 

Buy-to-Let                                                         Increasing complexity 

• No arrears in past 12 months 

• No CCJ in past 3 years 

• No bankruptcy in past 6 years 

• Min 1 year employment/trading history 

Stress test affordability in-line with PRA guidelines, considering borrower type 

• Lending in the UK only, subject to 

concentration limits 

• Minimum 40 year lease at end of  

term, (60 at start) 

• No self-build or non-standard 

construction 

• Max 80% LTV 

• Standard loan caps 

- £1m to 70% LTV 

- £600k to 75% 

- £400k to 80% 

• Consider experience of landlord and 

structure – LLP, Ltd, individual 

• Face-to-face appraisal of landlord and 

existing property portfolio 

• Consider overall portfolio leverage (LTV) 

and relative to Aldermore’s share 

• Assess overall debt lines and 

debt service capacity 

• Visual inspection of property to assess 

maintenance quality 

• Professional loan max £10m 

• Variance to standard criteria 

Asset Finance 

1 

2 

3 

Illustrative 

Applicant 

ability to pay  

Primary criteria   

Asset 

criteria 

Additional 

security 

considered for 

each loan 

1 

2 

3 
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Securely 

Managed 

Specialist approach drives robust credit performance 

2014 2015 2016

Early arrears1 

0.89% 

0.56% 0.58% 

Cost of risk 

2014 2015 2016

0.23% 0.23% 
0.19% 

Our focus on attractive areas of the market, where we have specialist expertise and portfolio 

diversification by geography, product and customer is reflected by robust credit performance 

We anticipate increases in these metrics through 2017 as the UK economy moves away 

from the current, benign environment and begins to normalise 

1Arrears calculated as aggregate value of loans past due but not individually impaired as a proportion of gross loans at the balance sheet date 



Plant &
Machinery

Commercial
Vehicles

Loans Cars - used Cars - new Soft assets Other

0 - 50k 50k -
100k

100k -
150k

150k -
200k

200k -
300k

300k -
400k

400k -
500k

500k -
1m

1m - 2m 2m+
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Securely 

Managed Asset Finance displays diverse UK coverage, small- 

ticket loans and strong tangible collateral 

Average balances across the portfolio around £30k  

Yellow-metal and commercial vehicles collateralise c60%  

c30k 

Average Balance 

Key underwriting criteria 

• All criteria (Exposure, Term 

Collateral Value Gap (CVG)) are 

asset dependent 

• Customer affordability is the 

primary assessment criteria, with 

the asset value assessed where 

applicable (n/a for soft assets or 
professional loans) 

8% 

17% 

18% 

10% 
14% 

11% 

8% 

15% 

Greater London

South East

Midlands

East Anglia

North West

South West

Yorkshire

Other

Diverse UK coverage 

81% 

Tangible collateral 

64% lending 

< £100k 

Strong collateral, with 

robust secondary markets 

£1.6bn 



0 - 50k 50k -
100k

100k -
150k

150k -
200k

200k -
300k

300k -
400k

400k -
500k

500k -
1m

1m - 2m 2m+
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Securely 

Managed Our Residential Mortgages portfolio supports a broad 

customer base and benefits from high collateral values 

The portfolio is highly granular with £140k average balance 

c140k 

Average Balance 

Key underwriting criteria 

• Max exposure: £1m (to 75% LTV) 
 

• Max LTV: 95% purchase 

(80% remortgage) 
 

• Term: 10 – 35 years 
 

• Exclude self-build and 

right-to-buy 

5% 

21% 

16% 

12% 
14% 

10% 

8% 

15% 

Greater London

South East

Midlands

East Anglia

North West

South West

Yorkshire

Other

Lending by geography 

  

66% lending < £200k 

0 - 50% 50 - 60% 60 - 70% 70 - 75% 75 - 80% 80 - 85% 85 - 90% 90 - 95% 95 - 100%

90% balances over 85% LTV covered by the HTB guarantee 

69% Average LTV, 
61% excl. HTB 

£1.5bn 

Other includes North East, Scotland and Wales 



0 - 50% 50 - 60% 60 - 70% 70 - 75% 75 - 80% 80 - 85% 85 - 90% 90 - 95% 95 - 100%

0 - 50k 50k -
100k

100k -
150k

150k -
200k

200k -
300k

300k -
400k

400k -
500k

500k -
1m

1m - 2m 2m+
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Securely 

Managed Diversity in the BTL portfolio reflects the geographic 

footprint and house prices in the broader market 

80% of loans at £50k - £400k, with only 6% above £1m 

Average LTV of 63%, with < 5% of balances over 80% 

c170k 

Average Balance 

Key underwriting criteria 

• Max exposure: £1m standard, 

£10m professional 
 

• Maximum LTV: 80% 
 

• Term: 6 – 35 years 
 

• Stress test affordability in line with 

PRA requirements 
 

34% 

22% 
8% 

9% 

8% 

8% 

5% 
6% 

Greater London

South East

Midlands

East Anglia

North West

South West

Yorkshire

Other

Lending by geography 

63% 

Average LTV 

< 5% over 80 LTV 

£3.3bn 

Other includes North East, Scotland and Wales 



0 - 50% 50 - 60% 60 - 70% 70 - 75% 75 - 80% 80 - 85% 85 - 90% 90 - 95% 95 - 100%

0 - 50k 50k -
100k

100k -
150k

150k -
200k

200k -
300k

300k -
400k

400k -
500k

500k -
1m

1m - 2m 2m+
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Securely 

Managed Commercial Mortgages average balance is just under 

£0.5m underpinned by high levels of tangible collateral 

Average balances below £0.5m 

Highly-secured with over 70% portfolio sub 60% LTV 

c480k 

Average Balance 

Key underwriting criteria 

20% 

11% 

11% 

8% 
17% 

12% 

11% 

10% 

Greater London

South East

Midlands

East Anglia

North West

South West

Scotland

Other

Lending by geography 

52% 

Average LTV 

£0.9bn 

• Max exposure: £10m 
 

• Maximum LTV: 75% 
 

• Term: 5 – 20 years 
 

• Stress test affordability 

Other includes North East, Yorkshire and Wales 
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Securely 

Managed 

    Our approach to Stress testing 2 

Initial 

considerations 
Scenario 

Assessment 

techniques 
Outcomes Bank response 

Risk 

appetite & 

corporate 

plan 

Reverse 

stress 

testing 

Budget 

& base 

economic 

outlook 

Emerging & 

tail risks 

Previous ICAAP, 

ILAAP and RRP 

exercises 

• Potential Scenarios 
 

• Economic Inputs 
 

• Other Inputs 

 

• Management judgement 

& assumptions 

• Internal and external 

loss data 

 

• Expert judgment 

 

• Credit modelling 

 

• Peer stress test 

benchmarking 

 

• Management Action 

Analysis 

We use stress testing 

outcomes for: 
 

• Assessing capital 

adequacy 
 

• Budgeting 
 

• Capital planning 
 

• Business line 

forecasting / mix 
 

• Risk appetite metric 

calibration 
 

• Risk-adjusted return 

on capital calculation 
 

• Pillar 2b buffer sizing 

• Credit Impairment 
 

• Operational Losses 
 

• Profit or Loss 
 

• Balance sheet 
 

• Funding & liquidity 
 

• Capital requirements 

We continue to embed stress testing across the business, including budgeting and capital 

planning purposes 



Supervisory scenario more severe 

overall than the Global Financial 

Crisis 
  

Key peak severity assumptions: 
 

• Cumulative GDP  
 

 

• Unemployment rate  
 

 

• House prices2  
 

 

• Commercial property2  
 

 

• Inflation  
 

 

• BoE Base Rate 
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Securely 

Managed We remain significantly above our regulatory 

requirements throughout the stress scenario 

11.5 

c8.5 

CET 1
FY16

5 year stress
scenario

CET1 low
point

CET1 capital position pre stress and low point1, %  We regularly perform 

severe, plausible stress-

testing on both supervisory1 

and internally defined 

scenarios 

Lowest point over 5 year 

scenario c8.5% 
  

Significantly above our 

current CET1 PRA 

requirement and CRDIV 

buffers at 1 Jan 2017, 

which in turn is above 

the 7% AT1 conversion 

trigger 

-4.3% 

9.5% 

-32.3% 

-42.2% 

3.4% 

0bps 

1H2 2016 Annual Cyclical scenario, as published by the PRA 
2Cumulative House Price Index, Cumulative Commercial Property Index  



Securely 

Managed Overall, we adopt a rigorous approach to risk      

management, whilst enabling business agility 
3 

• Identify key risks and assess 

exposure (severity/likelihood) 

• Implement and embed strong 

control framework (e.g. RCSA) 

• Rigorously monitor and report 

against risk metrics 

• Identify changes to regulation 

and assess impact on Aldermore 

Enabling business agility Managing risk and regulatory 

change 

People and risk culture 

• Embed risk accountability 

• Hiring quality 

• Retaining talent 

• Promoting diversity 

Regulatory Change 

• BTL affordability 

• IFRS9 - accounting 

• General Data Protection Regulation 

• BCBS – pending credit risk capital 

requirement changes 

Third-party arrangements 

• Material partners exist, e.g. 

Newcastle Building Society 

• Reviews indicate control processes 

robust 

• Enhanced Supplier Management 

Framework 

Cyber 

• Protection against cyber risks 

remains an ongoing priority 

• Liaise with and contribute to 

regulatory and industry debate 

Products Proposition  

• Product approval lifecycle and 

governance 

• Product performance measurement 

• Changes to self-employed 

underwriting criteria 

a a 

b b 

c 

Our approach to operational 

risk and regulatory change 
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2016 financial performance and strategic update 
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Introduction 
 

2016 financial 

performance 
 

Strategic update 
 

Summary and Q&A 

      

      

      

      
Phillip Monks, OBE 
Chief Executive Officer 

Strategic 

Update 



We will remain focused on the balance of 

returns and profitable growth 

Summary 

50 

Delivering a high-teens 

ROE1 over the medium term 

Net loan growth 

• 10 – 15% in 2017 

 

Net interest margin 

• Broadly stable in 2017 

(2016: 3.5%) 

 

Cost/income 

• Trending below 40% 

 

Cost of risk 

• 25 – 35bps 

 

Capital and dividend 

• Growth opportunities 

• Greater regulatory clarity 

• CET1 > 12% 

 

Banking as it should be  

1Underlying 

Delivering a sustainable high-teens return on equity for shareholders

Banking as it should be
Helping people to seek and seize opportunities in their professional and personal lives

1

Efficient 

distribution

2

Specialist 

underwriting

3

Straightforward 

savings

4

Expert risk 

management

5

Dynamic 

service

Our DNA, to be Reliable, Expert, Dynamic and Straightforward underpins our approach

Providing specialist banking in selected segments of the UK market



51 



52 

Appendices 
Appendix 
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Our diversity provides multiple levers for growth 
Appendix 

1.0 1.5 

2.0 3.3 

0.6 0.9 

0.2 0.2 

1.0 1.6 

2014 2016

£4.8bn £7.5bn 

56% 

+65%: Established position 

in attractive market 

+33%: Flex and build 

through the cycle 

+50%: Targeted growth in 

market niches 

+60%: Leadership 

position in broker channel 

Stable: Consolidate and 

focus on key accounts 

1 

2 

3 

4 

5 

Maintain and build position, 

leveraging breadth of offering in 

evolving market 

Maintain broker position 

and build direct distribution 

Enhance customer proposition 

and refine retention strategy 

Further invest and protect broker 

channel, expand partnerships 

Reinforce key accounts 

and develop relationships 

1 

2 

3 

4 

5 

Agility and specialist underwriting capability have 

delivered broad and balanced growth, since IPO 

Future growth will continue to leverage 

our strengths in underwriting and service 

Future mix 

broadly stable 

Commercial Mortgages Buy-to-Let Residential Mortgages Invoice Finance Asset Finance 
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Balanced organic origination 
Appendix 

Asset Finance Invoice Finance SME Commercial Buy-to-Let Residential 

£29bn 

3.4% 

75% 70% 

25% 
30% 

2015 2016

£893m 
£994m 

11% 

60% 
70% 

40% 
30% 

2015 2016

£35m 
£41m 

19% 

74% 77% 

26% 23% 

2015 2016

£428m £435m 

2% 

81% 

81% 
19% 

19% 

2015 2016

£673m 

£1,289m 

92% 

91% 
93% 

9% 

7% 

2015 2016

£582m 

£466m 

(20)% 

£21bn 

< 1% 

£43bn 

1% 

£41bn 

3% 

£205bn 

< 1% 

Aldermore Origination by channel,    Intermediated      Direct 

Market size and Aldermore estimated share 

FLA, Aldermore estimate ABFA, Aldermore estimate DeMontford University, Aldermore 

estimates 

CML, Aldermore estimates CML, Aldermore estimates 
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Risk weighted asset density 
Appendix 

31 December 2016 30 June 2016 

Risk weighted asset density (%)1 

Asset Finance 70% 71% 

Invoice Finance 68% 68% 

SME Commercial Mortgages 121% 121% 

Buy-to-Let 38% 37% 

Residential Mortgages 38% 37% 

Credit risk weighted asset density 56% 56% 

Total risk weighted asset density2 55% 55% 

1Risk weighted asset density = Risk Weighted Assets / Net Loans 
2Total risk weighted asset density = Total risk weighted assets/ Total Assets 
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This document contains certain forward-looking statements with respect to the business, strategy and plans of Aldermore Group PLC (“Aldermore”) 

and its current goals and expectations relating to its future financial condition and performance. Such forward-looking statements include, without 

limitation, those preceded by, followed by or that include the words "targets", "believes", "estimates", "expects", "aims", "intends", "will", "may", 

"anticipates", "projects", "plans", "forecasts", "would", "could", "should" or similar expressions or negatives thereof. Statements that are not historical 

facts, including statements about Aldermore’s, its directors’ and/or management’s beliefs and expectations, are forward-looking statements. By their 

nature, forward-looking statements involve risk and uncertainty because they relate to events and depend upon circumstances that will or may 

occur in the future. Factors that could cause actual business, strategy, plans and/or results to differ materially from the plans, objectives, 

expectations, estimates and intentions expressed in such forward-looking statements made by Aldermore or on its behalf include, but are not 

limited to: general economic and business conditions in the UK and internationally; market related trends and developments; fluctuations in 

exchange rates, stock markets, inflation, deflation, interest rates and currencies; policies of the Bank of England, the European Central Bank and 

other G8 central banks; the ability to access sufficient sources of capital, liquidity and funding when required; changes to Aldermore’s credit ratings; 

the ability to derive cost savings; changing demographic developments, and changing customer behaviour, including consumer spending, saving 

and borrowing habits; changes in customer preferences; changes to borrower or counterparty credit quality; instability in the global financial 

markets, including Eurozone instability, the potential for countries to exit the European Union (the “EU”) or the Eurozone, and the impact of any 

sovereign credit rating downgrade or other sovereign financial issues; technological changes and risks to cyber security; natural and other 

disasters, adverse weather and similar contingencies outside Aldermore’s control; inadequate or failed internal or external processes, people and 

systems; terrorist acts and other acts of war or hostility and responses to those acts; geopolitical, pandemic or other such events; changes in laws, 

regulations, taxation, accounting standards or practices, including as a result of an exit by the UK from the EU; regulatory capital or liquidity 

requirements and similar contingencies outside Aldermore’s control; the policies and actions of governmental or regulatory authorities in the UK, the 

EU or elsewhere including the implementation and interpretation of key legislation and regulation; the ability to attract and retain senior 

management and other employees; the extent of any future impairment charges or write-downs caused by, but not limited to, depressed asset 

valuations, market disruptions and illiquid markets; market relating trends and developments; exposure to regulatory scrutiny, legal proceedings, 

regulatory investigations or complaints; changes in competition and pricing environments; the inability to hedge certain risks economically; the 

adequacy of loss reserves; the actions of competitors, including non-bank financial services and lending companies; and the success of Aldermore 

in managing the risks of the foregoing. 

  

Any forward-looking statements made in this document speak only as of the date they are made and it should not be assumed that they have been 

revised or updated in the light of new information of future events. Except as required by the Prudential Regulation Authority, the Financial Conduct 

Authority, the London Stock Exchange PLC or applicable law, Aldermore expressly disclaims any obligation or undertaking to release publicly any 

updates or revisions to any forward-looking statements contained in this document to reflect any change in Aldermore’s expectations with regard 

thereto or any change in events, conditions or circumstances on which any such statement is based. The information, statements and opinions 

contained in this document and subsequent discussion do not constitute a public offer under any applicable law or an offer to sell any securities or 

financial instruments or any advice or recommendation with respect to such securities or financial instruments. 

Important disclaimer 


