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2014 

Underlying PBT 

Mortgage growth 

Cards progress 

Deposit price and volume 

NIM 

Capital ratios 

Resulting in an  

underlying ROTE1 of  

7.4% 
up from 2.3% in 2013 

despite £150 million 

new CET1 

Our 2014 results are ahead of our key targets 

Source: Company information for all data 

Notes: 1) After Tax, FSCS charge and AT1 coupon costs, as well as NCT1 coupon costs prior to repurchase of that instrument  in July 2014 
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Growth 

Deposits (£bn) Mortgages (£bn) 

Non-Interest Income (£m) Cards (£bn) 

5.9% 

41% 0% 

• 10.2% share of mortgages net lending in the year 

• 3.15% of mortgage gross market share in H2 2014 and 2nd largest net lender 

11.8% 

Source: Company information for all VM data. Market share data from Bank of England returns  

72.3 72.1 

2013 2014 
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Quality 

• Improved customer advocacy with market leading NPS score 

• Capitalised to support further growth 

2014 2013 Change 

Cost of Risk  

(before debt sale)  
11bps 15bps (27%) 

Cost of Risk 7bps 15bps (53%) 

Net Promoter 

Score 
+16 +11 +5 pts 

Leverage Ratio 4.1% 3.8% 30bps 

CET1 Ratio 19.0% 15.5% 3.5ppts 

Loan to Deposit 

Ratio 
102.8% 96.4% 6.4ppts 

Source: Company information for all VM data 
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Returns 

• Successfully grew NIM 

• More than doubled underlying PBT 

• Strong growth in RoTE 

2014 2013 Change 

Statutory 

PBT 
£34.0m £185.4m (82%) 

Underlying 

PBT 
£121.2m £53.4m 127% 

Underlying 

NIM 
1.50% 1.26% 24bps 

Underlying 

RoTE 
7.4% 2.3% 510bps 

362 

438 

279 

301 

2013 2014 
Income Expenses 

77.2% 68.7% 

Jaws 

Underlying Cost:Income Ratio 

Source: Company information for all data 
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Mortgages and Savings 

Progress – Mortgages & Savings 

Best Cash ISA provider 2014, 2013 

Mortgages Savings 

Average spread above 200bps 
Deposit repricing executed with over 95% 

customer retention 

Source: Company information for all VM data. Market share data from Bank of England returns 

5-star service award 

Increased intermediary distribution 

3.15% market share, H2 2014 5.9% growth in balances 

7.6% market share of new ISA business 

Front book variable pricing reduced from  

around 140bps to around 120bps 
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Credit Cards 

Progress – Credit Cards 

Public launch on own platform,  

26 February 2015 

Financials 

Path to migration on time, on budget 

Significant cost advantage in move to TSYS 

Platform primed for growth 

Second tranche of balances of £359m 

transferred from MBNA 

£1.1bn closing balances 

Cards NIM grew to 9.6% 

Successful card debt sale 

Excellent impairment performance with  

cost of risk at 2.43%1 

Source: Company information for all data 

Notes: 1) Calculated as Cards cost of risk before £8.9m adjustment for sale of charged-off credit card balances 

Build 
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Progress – Current Accounts, Insurance & Investments 

Current Accounts, Insurance and Investments 

Current Accounts Insurance Investments 

Travel insurance volumes 

reached 398,000 sales p.a. 

Stable customer base 

General Insurance agreement 

signed with Ageas 
Three new funds launched 

Life Insurance deal signed 

with Friends Life 

Strong future opportunities 

Essential Current Account 

being rolled out across the UK 

Organic growth ahead of plan 

Digital programme underway 

Competition review likely to be 

positive 
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Base Rate 

We do not need a  

base rate increase  

to meet 2015 targets 

Spreads 

We will manage  

asset and liability spreads 

to achieve returns targets 

Costs 

We will continue to drive 

operational leverage 

Our confidence is from: 

1. Our deposit margin 

headroom  

2. Our cost flexibility 

A Flexible Plan 
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(£m) 2014 2013 Change 

Net Interest Income 366.1 289.2 27% 

Other Income 72.1 72.3 (0) 

Total Underlying Income 438.2 361.5 21% 

Total Underlying Operating Costs (301.2) (279.2) 8% 

Impairment Losses (15.8) (28.9) (45%) 

Underlying PBT 121.2 53.4 127% 

Net Interest Margin 1.50% 1.26% 24bps 

Cost:Income Ratio 68.7% 77.2% (8.5ppts) 

Cost of Risk 1 (7bps) (15bps) 8bps 

Return on Tangible Equity 7.4% 2.3% 5.1ppts 

Group Summary – Profit & Loss 

Increase in NII and Total Income driven 

primarily by improved net interest margin 

and growth in mortgage balances 

Impairment performance reflective of high 

quality assets, with an absolute year on year 

decrease driven by debt sale in Credit Card 

book 

Positive jaws provided by strong cost control 

Net Interest Margin growth achieved through 

cost of funds improvement more than 

offsetting mortgage spreads 

Cost of risk continues to remain low reflecting 

high quality assets 

Source: Company information for all data 

Notes: 1) 2014 includes £8.9 million adjustment on a sale of receivables. 



Page 13 Page 13 

Net Interest Margin 

• Group NIM improvement of 24bps driven by mortgages & credit cards together with balance 

sheet optimisation and successful cost of funds management 

• Following successful deposit re-pricing, our pay rates still remain top quartile 

1.26% 

0.22% 

(0.01)% 

0.02% 

(0.03)% 

0.04% 

1.50% 

2013 FY NIM NIM: Mortgages Mix: Mortgages NIM: Cards Mix: Cards L&A Mix: BS 
Optimisation 

2014 FY NIM 

Source: Company information for all data 
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Other Operating Income 

Other income includes: 

– Mortgages fees 

– Transactional credit card fees 

– Central Functions including Treasury 

activities, primarily asset sales 

 

 

Current Account, Investments & Insurance 

expected to be the primary drivers of Other 

Operating Income going forward 

Total Other Operating Income (£m) 

72.3 72.1 

1.2 (3.1) 

(0.6) 
2.3 

FY 2013 Mortgages  
& Savings 

Credit Cards Current 
Account, 

Insurance & 
Investments 

Central 
Functions 

FY 2014 

Source: Company information for all data 
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Costs – 2014 vs. 2013 walkthrough  

. 

 

 

 

 

 

 

 

 

Underlying Cost:Income Ratio showing 

significant improvement of 8.5 percentage 

points, as income growth of 21% exceeded 

cost growth of 8% 

 

 

 

77.2% 68.7% 

(8.5ppts) 

Cards cost growth limited to £2.2m as 

efficiency savings offset build out of platform 

 

 

Mortgages & Savings growth of £7.8m is 

volume related 

 

 

Central Functions increase mainly driven by 

£8.3m of higher bonuses due to material out-

performance in 2014. 
279.2 

301.2 

7.8 
2.2 (0.6) 

8.3m 

FY 2013 Mortgages  
& Savings 

Credit Cards Current 
Account, 

Insurance & 
Investments 

Central 
Functions 

FY 2014 

 12.6 

Underlying Cost:Income Ratio 

Source: Company information for all data 
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2013 2014 

Mortgages & Savings Cards ex debt sale Cards incl Debt Sale 

Asset Quality – Financial Performance 

Impairment Charge (£m) Cost of Risk - Segments 

Cost of Risk - Group 

43.5% 

53.6% 

Source: Company information for all data 

1bp 

2.90% 

1.51% 
2.43% 

1bp 

Outlook 

Expect Cost of Risk to trend towards 

15 to 20 basis points per annum   

28.9 
24.7 

15.8 

2013 2014 2014 exc.cards 
debt sale 

15bps 
11bps 

7bps 

2013 2014 2014 excl.debt 
sale 

2014 ex cards 

debt sale 
2014 incl. cards 

debt sale 

2014 ex cards 

debt sale 
2014 incl. 

cards debt sale 
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43.5% 

53.6% 

25.1% 29.5% 

18.4% 
24.1% 

2013 2014 

Provisions as % of Impaired Loans Provisions plus EEL as % of Impaired Loans 

Asset Quality – Balance Sheet 

Mortgage & Card arrears versus market1 Mortgage Book LTV Distribution 

Impaired Loans (£m) Impaired Balance Coverage Ratio 

Source: Company information for VM all data. Council of Mortgage Lenders and Argus for market data 

Notes: 1) VM Mortgage arrears and market comparator is 3 month plus in arrears, VM Credit Card arrears and market comparator is 2 plus cycles in arrears 

0.31% 

1.33% 1.46% 

2.64% 

VM Mortgage 
Arrears 

CML Average VM Credit 
Card Arrears 

Industry 
Average 

0% 

5% 

10% 

15% 

20% 

25% 

30% 

35% 

<50% 50% - 
60% 

60% - 
70% 

70% - 
80% 

80% - 
90% 

90% - 
100% 

>100% 

2013 2014 
2014 

111.7 
76.5 

26.6 

27.4 

2013 2014 

Mortgages Credit Cards 

% of Total 

Loans 

= 0.7% 

% of Total 

Loans 

= 0.5% 

138.3 

103.9 
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Mortgages & 

Savings Credit Cards CA, I&I 

Central 

Functions Group 

(£m) 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 

Net interest income 291.0 209.0 75.1 80.2 - - - - 366.1 289.2 

Other income 3.1 1.9 25.2 28.3 32.8 33.4 11.0 8.7 72.1 72.3 

Total underlying income 294.1 210.9 100.3 108.5 32.8 33.4 11.0 8.7 438.2 361.5 

Total costs (87.3) (79.5) (40.8) (38.6) (11.6) (12.2) (161.5) (148.9) (301.2) (279.2) 

Impairment (1.2) (2.1) (14.6) (26.8) - - - - (15.8) (28.9) 

Underlying profit/loss 205.6 129.3 44.9 43.1 21.2 21.2 (150.5) (140.2) 121.2 53.4 

Net Interest Margin  1.42% 1.15% 9.60% 9.14% - - - - 1.50% 1.26% 

Business Unit Underlying Financial Performance 

Source: Company information for all data 
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(£m) 2014 2013 Change 

Underlying Profit 121.2 53.4 127% 

Additional Northern Rock consideration (36.0) (9.0) 300% 

IPO Costs (23.9) - n/a 

Premium on repurchase of NCT1 notes (4.5) - n/a 

Strategic transaction costs (9.0) (13.6) (33.8%) 

Impairment of intangible assets - (34.6) (100%) 

Gain on sale of subsidiary 1 3.5 202.9 (98.3%) 

Fair Value adjustments (0.9) (0.3) 200% 

FSCS Levy (16.4) (13.4) 22.4% 

Statutory profit before tax 34.0 185.4 (81.7%) 

Taxation (25.3) (6.4) 295.3% 

Statutory profit after tax 8.7 179.0 (95.1%) 

Statutory Profit & Tax 

IPO costs of £23.9m include: £12.6m of 

execution costs, fees and expenses; £10.7m 

for share based payments; and £0.6m of one-

off payments to project staff on listing 

 

Non-core Tier 1 notes were repaid to HM 

Treasury at a premium of £4.5 million in July 

2014 

 

 

2014 gain relates to sale of CHT 

 

 

Tax charge increased as a result of non-

deductible items during the year, and a prior 

year tax adjustment 

Source: Company information for all data 

Notes: 1) Comprises of £4.5m gain on sale of subsidiary and its associated trading loss of £1m 



Page 20 Page 20 

(£m) 2014 2013 Change 

Loans & Advances to Customers 23,093.1 20,342.5 14% 

Treasury Assets 1  2,399.5 3,112.1 (23%) 

Customer Deposits 22,365.7 21,121.4 5.9% 

Debt Securities in Issue 1,594.1 1,469.8 8% 

Risk Weighted Assets 5,160.6 5,206.4 (0.9%) 

Loan:Deposit Ratio 102.8% 96.4% 6ppts 

Group Summary – Balance Sheet 

14% increase year on year, primarily driven by 

increased mortgage lending. 

Risk weighted assets ended the year broadly 

flat whilst the balance sheet increased by 8%.  

Loan to deposit ratio increasing due to balance 

sheet optimisation, within risk appetite 

5.9% increase, represents a 1.49% share of 

inflows across the market and a strong share 

of ISA business at 7.6%. 

8% increase due to the issuance of £1bn 

Gosforth 2014-1 securitisation undertaken in 

September 2014. 

Source: Company information for all data 

Notes: 1) Includes cash and balances at central banks and investment securities  

Treasury assets have reduced, reflecting 

further optimisation while supporting a very 

strong liquidity position. 
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AAA 

10% 

AA+ 

88% 

A- to AA- 

2.0% 

    

Customer 

Deposits 

88% 

RMBS 6% 
Other  6% 

Total Liabilities (%) 

Loan to Deposit Ratio (%) 

Liquidity Portfolio by Type (%) 

Liquidity Portfolio by Rating (%) 

UK Govt 

85% 

Supra 

7% 

Covered Bonds 

5% 

RMBS 

1% 

Other 

1% 

Source: Company information for all data 

2014 

96.4% 
102.8% 

2013 2014 

2014 2014 

Balance Sheet Strength – Funding & Liquidity 
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Balance Sheet Strength – Fully Loaded Risk-Weighted Assets 

 

• Model calibration and other improvements to IRB modelling reduced RWAs ; note the IRB modelling remains conservative and 

produces high RWA’s relative to our impairment and delinquency experience 

• Increasing income directly translates into higher operational risk RWA 

455.7 
225.3 

205.0 104.5 5,160.6 

 (1,036.3 ) 

 5,206.4  

2013 Risk weighted 
assets 

Increase in mortgage 
balance 

Increase in credit card 
balances 

IRB model changes Model calibration Increase in operational 
risk 

2014 Risk weighted 
assets 
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2.9% 

0.3% 

2.5% 

1.2% 
(0.3%) (0.7%) 

(2.1%) 

(0.3%) 15.5% 

19.0% 

2013 CET1 
ratio 

CET1 capital 
raise 

Costs of  
capital raise 

HMT  
Additional 

consideration 

Increases in 
lending 

Operational  
risk 

Other IRB model 
changes 

Retained 
earnings  

2014 Common 
Equity Tier 1 

ratio 

Balance Sheet Strength – Capital 

Leverage Ratio 

3.8% 4.1% 

• Strong capital ratios providing good positioning against regulatory requirements with capacity for growth  

• £150m primary raise as part of IPO in November 2014 

Source: Company information for all data 

Notes: 1) Retained earnings excludes cost of capital raise 
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Guidance 

Mortgage Growth 3–3.5% market share 

Cards Growth 

NIM 

Cost:Income Ratio 

Underlying RoTE 

£3bn by end 2018 

170bps by end 2017 

Around 50% by end 2017 

Mid-teens by end 2016 
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Disclaimer 

This document contains certain forward looking statements with respect to the business, strategy and plans of Virgin Money Group and its current goals and expectations relating to its future 

financial condition and performance. Statements that are not historical facts, including statements about Virgin Money Group’s or 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 the Group or on its behalf include, but are not limited to: general economic and business conditions in the UK and internationally; inflation, deflation, interest rates and 

policies of the Bank of England, the European Central Bank and other G8 central banks; fluctuations in exchange rates, stock markets and currencies; changes to Virgin Money’s credit ratings; 

changing demographic developments, including mortality 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 and the impact of any sovereign credit rating downgrade or other 

sovereign financial issues; technological changes; natural and other disasters, adverse weather and similar contingencies outside Virgin Money’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; regulatory capital or liquidity requirements and similar contingencies outside Virgin Money’s control; the policies and actions of governmental or regulatory 

authorities in the UK, the European Union, the US or elsewhere; the implementation of the EU Bank Recovery and Resolution Directive and banking reform, following the recommendations made 

by the Independent Commission on Banking; the ability to attract and retain senior management and other employees; the extent of any future impairment charges or write-downs caused by 

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 Virgin Money 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, Virgin Money expressly 

disclaims any obligation or undertaking to release publicly any updates of revisions to any forward-looking statements contained in this document to reflect any change in Virgin Money’s 

expectations with regard thereto or any change in events, conditions or circumstances on which any such statement is based.  


