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Q119 results impacted by the competitive mortgage market, demanding 
regulatory change agenda and the uncertain economic environment 

Consumer (auto) and 
unsecured lending 

£13.4bn 
 £0.4bn 

 
Q119 vs Q118 

  
Q119 vs Q418 

 

1. The financial results for Q119 were impacted by transformation costs and charges and for Q118 by ring-fencing perimeter changes and Banking Reform costs with an aggregate impact on 
profit before tax of £82m and £(9)m, respectively. See Quarterly Management Statement for the three months ended 31 March 2019 for further detail. |  
  

Mortgage lending £158.2bn 
£0.2bn 

Banking NIM 1.72% 
5bps 

CET1 capital ratio 13.3% 
10bps 

£1,053m 
5% Operating income 

£629m 
2% Operating expenses 

£72m 
18% 

Operating impairment losses, 
provisions and charges 

RoTE 7.6% 
110bps 

Profit before tax £352m 
13% 

Adjusted 1 

Stage 3 ratio 1.33% 
4bps 
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1.8 
1.4 1.2 

1.6 1.8 

2017 2018 2019 (f) 2020 (f) 2021 (f)

UK economy remains relatively stable; however uncertainty continues 

2017 and 2018 source: Office for National Statistics and Bank of England. 2019 (f), 2020 (f) and 2021 (f) source: Santander UK forecasts at March 2019.  
2019 HMT range source: HM Treasury Consensus at March 2019 with forecasts made in the latest 3 months (January, February, March) included. 
 

 

 

 Our 2019 outlook, as disclosed with our Q418 results, 
remains broadly unchanged and is predicated on the 
UK’s orderly exit from the European Union 

 

 Our revised assumption is that there will be no increase 
in Bank of England base rate in 2019 and we anticipate 
a slight deterioration in UK growth this year given the 
ongoing Brexit uncertainty and weaker global growth 

 
 

 Low levels of unemployment should continue with 
inflation remaining near the Bank of England target rate 
which, coupled with rising wages, should result in real 
earnings growth 

2019 HMT 
Range 

1.50 

0.75 

2019 HMT 
Range 

2019 outlook and operating environment Annual GDP growth 
 

(%, annual average, (f) Mar19 forecast)  

Bank of England base rate 
 

(%, year end) 

2.2 

0.9 

0.50 
0.75 0.75 0.75 0.75 

2017 2018 2019 (f) 2020 (f) 2021 (f)
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2.7 

1.3 
1.0 

2.0 2.0 

Dec17 Dec18 Dec19 (f) Dec20 (f) Dec21 (f)

2.7 2.5 2.1 1.9 1.8 

2017 2018 2019 (f) 2020 (f) 2021 (f)
 

4.4 
4.0 4.1 4.1 4.0 

Dec17 Dec18 Dec19 (f) Dec20 (f) Dec21 (f)

Unemployment rate 
 

(%, ILO4) 
Annual CPI3 inflation rate 
 

(%, annual average) 

Average weekly earnings 
 

(% exc. bonuses, annual average) 
House prices1 
 

(%, sa2, year end)  

UK economy remains relatively stable; however uncertainty continues 

2017 and 2018 source: Office for National Statistics and Bank of England. 2019(f), 2020 (f), and 2021 (f) source: Santander UK forecasts at March 2019. 2019 HMT range source: HM Treasury 
Consensus at March 2019 with forecasts made in the latest 3 months (January, February, March) included.  
1. Halifax house prices (Source: IHS Markit) | 2. Seasonally adjusted | 3. Consumer Price Index | 4. International Labour Organisation 

2019 HMT 
Range 

2019 HMT 
Range 

3.7 

0.8 

2019 HMT 
Range 

2.1 

3.0 3.0 3.0 3.1 

2017 2018 2019 (f) 2020 (f) 2021 (f)

2019 HMT 
Range 

3.5 

1.6 

4.1 

1.7 

5.3 

3.3 
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1.79 
1.90 

1.80 
1.72 

4,795 4,912 4,543 

1,053 

FY16 FY17 FY18 3M19

Income impacted by competitive and regulatory pressures 

1. Banking NIM is calculated as annual net interest income divided by average customer assets | 2. Source: BoE average 2 year fixed mortgages 75% LTV less  
average 2 year swap rate from Bloomberg  

 Net interest income, down 6%, impacted by mortgage 
margin pressures and continued SVR attrition. 
Banking NIM, down 5bps from Q418 

 New mortgage lending margins have stabilised since Q318  

 Non-interest income down 16%, largely due to ring-fencing 
perimeter changes impacting CIB income. 
Adjusted non-interest income up 1% 

Total operating income and Banking NIM 1 
 

Banking NIM (%) 

Mortgage market, BoE new lending margins 2 
  

(%) 

1.19 
0.90 

0.67 0.70 

FY16 FY17 FY18 3M19

Total operating income (£m) 
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1.34 1.30 1.32 1.29 1.33 

Mar18 Jun18 Sep18 Dec18 Mar19

Stage 3 ratio (%) 

50 51 
56 

60 

2,417 2,502 2,563 

634 

FY16 FY17 FY18 3M19

Continued focus on efficiency management and strong credit quality 

Operating expenses and cost-to-income ratio 
 Cost-to-income ratio (%) 

Operating expenses (£m) 

 CIR of 60%, stable since Q418. Costs down £15m year-
on-year, and managed in line with inflation when 
adjusted for ring-fencing perimeter changes and  
Banking Reform costs 

 Stage 3 ratio broadly stable, with strong credit quality 
supported by our prudent approach to risk and the 
ongoing resilience of the UK economy 
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50.7 48.5 
54.1 

45.0 

Dec16 Dec17 Dec18 Mar19

Prudent liquidity and funding position 

139 120 
164 142 

21.4 
14.9 16.8 17.4 

Dec16 Dec17 Dec18 Mar19

Wholesale funding 
 

with a residual maturity of less than 1 year (£bn) 

LCR and liquidity coverage pool 
 
 

LCR (%) 

Liquidity coverage pool 
(£bn) 

 The LCR decreased largely due to Crown Dependency 
branches moving out of Santander UK plc and into ANTS, 
and liquidity being managed separately for Santander UK 
plc and ANTS from 1 Jan 2019, due to ring-fencing 

 Limited issuance in Q119, following pre-funding in 2018: 
£1bn covered bond issued in Jan19 

1.  With effect from 1 January 2019, and in accordance with our ring-fence structure, ANTS was withdrawn from Santander UK’s Domestic Liquidity Sub-group. We now 
monitor and manage liquidity risk for Santander UK plc and ANTS separately and 2018 has not been restated. The ANTS LCR eligible liquidity pool was £4.5bn and the 
ANTS LCR was 489% as at 31 March 2019. 

1 
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Meeting evolving capital requirements 

Capital and leverage 

20.4% 20.2% 
HoldCo Capital OpCo Capital 

12.2
  

11.6 13.2 13.3
  

CET1 ratio (%) 

4.4 4.1
 
  

4.5 4.5 UK leverage ratio1 (%) 

87.0 87.6 78.8 77.8 RWAs (£bn) 

Mar19 Dec18 Dec17 Dec16 

Total capital and non capital (iMREL) ratios  

18.5 20.3 OpCo total capital (%) 19.3 20.4 

17.8 17.3 19.1 20.2
  

HoldCo total capital (%) 

 With ongoing active control, RWAs decreased to £77.8bn 

 

 Santander UK plc senior creditors benefitted from 20.4% of 
capital and 11.0% of secondary non-preferential debt 

CET1 13.4% CET1 13.3% 

AT1 2.3% 
Legacy AT1 0.6% 

Legacy T2 2.6% 

T2 1.5%  

AT1 0.5% 

AT1 2.6% 

T2 1.5%  

T2 2.3%  

Total capital 
20.4% 

Secondary 
non-

preferential 
debt2  
11.0% 

31.4% 

OpCo Capital & 
SNP 

1. Dec16, Dec17, Dec18 and Mar19 leverage ratios were calculated applying the amended definition, as per Jul16 PRA statement | 2. Secondary non-preferential debt 
as of 31 March 2019 
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7% AT1  
PWD1 

Trigger 

M
DA

 

Current distance 
to PWD Trigger 

6.3% 
 

£4.9bn 

2019 

1. Permanent write down | 2. Distribution restrictions would be expected to apply if Santander UK’s CET1 ratio would fall between current Regulatory Minimum Capital level, equal to CRD IV 
4.5% minimum plus Pillar 2A 3.1% and the CRD IV buffers consisting of the Capital Conservation Buffer of 2.5% and CCyB of 0.95% | 3. Santander UK’s Pillar 2 CET1 requirement was 3.1% as at 
31 March 2019, Pillar 2A guidance is a point in time assessment | 4. The current applicable UK countercyclical capital buffer (CCyB) rate is 1.0%. Santander UK’s current geographical allocation 
of the CCyB is 95% | 5. Applicable to the ring-fence bank sub-group with an equivalent amount held at HoldCo Group, expected implementation H119 | 6. Source: BoE, Stress testing the UK 
banking system: 2018 results | 7.Additional Tier 1 instruments with shareholder equity treatment classification 
 

CET1 Pillar 2A 
3.1%3 

CET1 CRD IV  
min 4.5% 

2.3% 
 

£1.8bn 

Current distance 
to current MDA2 

CET1 Capital 
Conservation 
Buffer 2.5% 

CCyB 0.95%4 

Management 
Buffer 

M
DA

 

Well managed capital structure 

Significant buffer to thresholds 

Systemic Risk 
Buffer 1.0%5 CCyB 0.95%4 

 Our intention is to target a CET1 management buffer of 
sufficient size to absorb changes in the regulatory 
minimum requirement (e.g. application of dynamic CCyB 
buffer) and market volatility 

 In the 2018 BoE stress test6, Santander UK’s CET1 
drawdown was the lowest across UK banks at 1.4% 
before any management actions CET1 Capital 

Conservation 
Buffer 2.5% 

CET1 Pillar 2A 
3.1%3 

CET1 CRD IV  
min 4.5% 

Profit after tax and AT1 distributions 
 

(£m) 

Dec15 Dec16 Dec17 Dec18

105 129 153 162 

Profit after tax 
AT1 distributions7 

962 

1,317 1,254 
1,121 
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50%

100%

150%

200%

Loss-
Absorption 

P1&P2A: 
13.5% 

Loss-
Absorption 

P1&P2A: 
13.5% 

Loss-
Absorption 

P1&P2A: 
13.5% 

Recapitalisation 
7.7% RWA 

Recapitalisation 
9.4% RWA 

Recapitalisation 
13.5% RWA 

Mar-2019 Jan-2020 Jan-2022

£9.0bn £9.0bn 
£8.3bn 

£6.1bn 

Senior HoldCo
issuance to date

Mar-2019
requirements

Jan-2020
requirements

Jan-2022
requirements

Major progress to meet recapitalisation MREL requirements 

1. In June 2018 the Bank of England (BOE) confirmed Santander UK’s non-binding indicative MREL requirements. The requirements over and above regulatory capital start in 2019, step up 
in 2020 and are fully implemented in 2022 | 2. Assumes Pillar 2A requirement remains at 5.5% | 3. Calculated using RWA and UK leverage exposure as at 31 March 2019 | 4. MREL eligible 
and exchange rates as at 31 March 2019  

 MREL requirements are driven by leverage in 2019 and 
2020; the driver changes to the RWA measure from 2022  

 It is our intention to have an MREL recapitalisation 
management buffer in excess of the value of HoldCo senior 
unsecured paper that is due to become MREL ineligible over 
the following 6 months 

7.
7%

 R
W

A 
 

9.
4%

 RW
A 

13
.5

%
 R

W
A 

MREL recapitalisation  
requirement c£6.0bn c£7.3bn c£10.5bn 

HoldCo MREL requirement1,2 MREL recapitalisation2,3 

Eligible Senior HoldCo already issued4 

Additional Senior HoldCo required 

6%
 L

ev
er

ag
e2  (

21
.2

%
)  

6.
5%

 L
ev

er
ag

e2  (
22

.9
%

) 

2X
 (P

1+
P2

A)
 (2

7.
0%

) 

Significantly ahead of MREL requirements 
  % of Eligible Senior HoldCo already issued3,4 to 

meet 2022 MREL requirement 

Change in minimum MREL requirement4 

End state Transition period 

£4.4bn 

Buffer period to MREL 
requirement4 
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Santander UK group down-streaming model 

Recapitalisation 

Senior HoldCo 

Loss absorption 

SEIL4 

T2 

AT1 

SNP3 debt 

T2 

AT1 

INTERNAL MREL 

ANTS 

2%
 

1%
 

£1.1bn 

Current down-streaming of HoldCo issuance1 

12%
 

£2.1bn £9.0bn 

100% 86% 

SL2 

94% 5% 

Compliant with internal MREL requirements 

 Internal MREL (iMREL), over and above regulatory capital, 
became a regulatory requirement on 1 January 2019. The 
transition period to meet iMREL is the same as for 
external MREL  

 iMREL liabilities must be subordinated to operating 
liabilities. Since 1 January 2019, Santander UK Group 
Holdings has down-streamed c£8.5bn to Santander UK 
plc as ‘secondary non-preferential debt’ in line with the 
guidelines of the Bank of England 

 As per the Bank of England’s MREL Policy Statement6, the 
iMREL instrument is required to contain contractual 
triggers, therefore, giving the Bank of England powers to 
write down and/or convert to equity without the use of 
stabilisation powers in relation to the entity which issues 
them  

1. Meeting MREL eligibility criteria and exchange rates as at 31 March 2019 | 2. Senior loan | 3. Secondary non-preferential | 4. Santander Equity Investments Limited | 5. Santander UK other 
subsidiaries will have limited on-going funding requirements | 6. Source: The Bank of England’s approach to setting a minimum requirement for own funds and eligible liabilities (MREL) 
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Disclaimer 
Santander UK Group Holdings plc (Santander UK) is a subsidiary of Banco Santander SA (Santander).  
 
This presentation provides a summary of the unaudited business and financial trends for the three months ended 31 March 2019 for Santander UK Group Holdings plc and its subsidiaries (Santander UK), 
including its principal subsidiary, Santander UK plc. Unless otherwise stated, references to results in previous periods and other general statements regarding past performance refer to the business results for 
the same period in 2018. 
 
This presentation was prepared for information and update purposes only and it does not constitute a prospectus or offering memorandum. In particular, this presentation shall not constitute or imply any offer 
or commitment to sell or a solicitation of an offer, invitation, recommendation or commitment to buy or subscribe for any security or to enter into any transaction, nor does this presentation constitute any advice 
or a recommendation to buy, sell or otherwise deal in any securities of Santander UK, Santander UK plc or Santander or any other securities and should not be relied on for the purposes of any investment 
decision. This presentation has not been filed, reviewed or approved by any regulator, governmental regulatory body or securities exchange in any jurisdiction or territory. 
  
Santander UK and Santander caution that this presentation may contain forward-looking statements. Words such as ‘believes’, ‘anticipates’, ‘expects’, ‘intends’, ‘aims’, ‘plans’, ‘targets’ and similar expressions 
are intended to identify forward-looking statements, but are not the exclusive means of identifying such statements. By their very nature, forward-looking statements are not statements of historical or current 
facts; they cannot be objectively verified, are speculative and involve inherent risks and uncertainties, both general and specific, and risks exist that the predictions, forecasts, projections and other forward-
looking statements will not be achieved. Forward-looking statements speak only as of the date on which they are made and are based on the knowledge, information available and views taken on the date on 
which they are made; such knowledge, information and views may change at any time. Santander UK and Santander also caution recipients of this presentation that a number of important factors could cause 
actual results to differ materially from the plans, objectives, expectations, estimates and intentions expressed in such forward-looking statements. Some of these factors are identified on page 234 of the 
Santander UK plc Annual Report 2018. Investors and recipients of this presentation should carefully consider such risk factors and other uncertainties and events. Undue reliance should not be placed on 
forward-looking statements when making decisions with respect to Santander UK, Santander UK plc and/or their securities. Nothing in this presentation should be construed as a profit forecast. 
 
Statements as to historical performance, historical share price or financial accretion are not intended to indicate or mean that future performance, future share price or future earnings (including earnings per 
share) for any period will necessarily match or exceed those of any prior year or period. This presentation reflects prevailing conditions as at the indicated date, all of which are subject to change or amendment 
without notice. The future delivery of any amended information neither implies that the information (whether amended or not) contained in this presentation is correct as of any time subsequent to its date nor 
that Santander UK or Santander are under an obligation to provide such amended information.  
 
No representation or warranty of any kind is made with respect to the accuracy, reliability or completeness of any information, opinion or forward-looking statement, any assumptions underlying them, the 
description of future operations or the amount of any future income or loss contained in this presentation or in any other written or oral information made or to be made available to any interested party or its 
advisers by Santander UK or Santander’s advisers, officers, employees or agents. It does not purport to be comprehensive and has not been independently verified. Any prospective investor should conduct their 
own due diligence on the accuracy of the information contained in this presentation. 
 
Santander UK is a frequent issuer in the debt capital markets and regularly meets with investors via formal roadshows and other ad hoc meetings. In line with Santander UK’s usual practice, over the coming 
quarter it expects to meet with investors globally to discuss the updates and results contained in this presentation as well as other matters relating to Santander UK. 
 
To the fullest extent permitted by law, neither Santander UK nor Santander, nor any of their respective affiliates, officers, agents, employees or advisors, accept any liability whatsoever for any loss arising from 
any use of, or reliance on, this presentation. 
 
By attending / reading the presentation you agree to be bound by these provisions. 
 
Source: Santander UK Q1 2019 results “Quarterly Management Statement for the three months ended 31 March 2019” or Santander UK Group Holdings Management Information (MI), unless otherwise stated. 
Santander has a standard listing of its ordinary shares on the London Stock Exchange and Santander UK plc continues to have its preference shares listed on the London Stock Exchange. Further information in 
relation to Santander UK can be found at: www.santander.co.uk/uk/about-santander-uk. Neither the content of Santander UK’s website nor any website accessible by hyperlinks on Santander UK’s website is 
incorporated in, or forms part of, this presentation. 
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Tom Ranger 
Treasurer  

+44 20 7756 7107 

mtf@santander.co.uk 

Bojana Flint 
Director of Investor Relations 

+44 20 7756 6474 

ir@santander.co.uk 

Key dates1 

Q219 results: 24 July 2019 

Q319 results: 30 October 2019 

 

 

1. Indicative, dates subject to change 

www.aboutsantander.co.uk  

Link to glossary  

Contact details 

Paul Sharratt 
Head of Debt Investor Relations 

+44 20 7756 4985 

ir@santander.co.uk 

http://www.aboutsantander.co.uk/
http://www.santander.co.uk/uk/about-santander-uk/investor-relations-glossary
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