
3Q 23 results 
update

8th November 2023



Delivering for our customers

Financial highlights

£81.1m
Statutory profit before tax

3Q 22: £102.8m

1.82%
Net interest margin

3Q 22: 1.59%

12.3%
RoTE 2
3Q 22: 6.0%

20.1%
CET1 ratio 3

FY 22: 19.8%

Trustpilot score

4.1

Supporting 
customers 

through the 
Mortgage 

Charter

Reconfirmed 
leading position 

with a 
Sustainalytics 
score of 8.5 1

Delivering on our plan

3Q 23 performance

1. Rated by Morningstar Sustainalytics in the Regional Banks sub-industry with a score of 8.5 as of 9 October 2023
2. Basis of prep on page 4
3. Includes unaudited 3Q profits; CET1 proforma excluding the RWA impact of the c.£0.5bn mortgage acquisition is 20.8%

First 
acquisition of 
a portfolio in 
over a decade

Re-branded  
Platform to 

The Co-operative 
Bank for 

intermediaries

Mortgage 
originations 

now live on new 
platform

Saving 
migrations 
now >60% 
complete

£97.9m
Underlying profit before tax

3Q 22: £103.1m



Financial results



Financial performance in line with expectations
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Underlying profit before tax has decreased 5% to £97.9m; full year 
guidance remains unchanged

• Total income up by 9%; NIM at 182bps as expected

• Underlying costs (operating expenditure excluding exceptional costs) up 
by 15%; reflects 

• Insourcing of mortgage operations in Q1 (accounting benefit 
from 2024 onwards as EIR of fees previously capitalised unwinds)

• Impact of accelerated investment into continuous improvement 
projects and into contact centre recruitment

• Impairment - broadly neutral; low-risk portfolio - £1.6m released relating 
to a specific legacy connection; partially offset by increased provision in 
Commercial Real Estate

Statutory profit before tax of £81.1m reflects increase in exceptional or 
strategic project expenditure to £16.4m;

• £11.0m spend in relation to our flagship transformation programme

• £5.4m of advisory costs as the Bank explores strategic options

• Other exceptional losses are negligible. 2022 gain of £12.2m includes the 
sale of a small loan portfolio and the sale / revaluation of VISA shares

Tax credit relates to deferred tax asset recognition of historical tax losses 
earlier in the year. RoTE currently ahead of guidance, but dependent on Q4 
refresh of DTA asset.

Well-capitalised with £290m excess CET1 to minimum requirements

1. Annualised net interest income over average interest earning assets
2. Annualised profit after tax over average equity less intangibles, assuming no further DTA 

benefit in 2023
3. Total statutory expenditure over total statutory income (excludes impairment)
4. Annualised impairment (credit) / charge over average customer assets
5. Comparator is December 2022. Includes unaudited 3Q profits 
6. Comparator is December 2022. Tangible equity over number of shares

£m 3Q 23 3Q 22 Change

Net interest income 363.4 329.1 10%

Other operating income 31.8 33.7 (6%)

Total income 395.2 362.8 9%

Operating expenditure (316.2) (270.5) (17%)

Impairment credit / (charge) 0.6 (1.3) >100%

Non-operating income 1.5 11.8 (87%)

Profit before tax 81.1 102.8 (21%)

Taxation credit / (charge) 48.1 (34.6) >100%

Profit after tax 129.2 68.2 89%

Adjustments to profit before tax

Exceptional project expenditure 16.4 12.5 (31%)

Other exceptional losses / (gains) 0.4 (12.2) <(100%)

Underlying profit before tax 97.9 103.1 (5%)

Key performance indicators

Net interest margin (bps) 
1 182 159 23

RoTE (%) 2 12.3 6.0 6.3

Cost:income ratio (%) 3 79.7 72.2 (7.5)

Asset quality ratio (bps) 4 (0.4) 0.8 1.2

CET1 ratio (%) 
5 20.1 19.8 0.3

Tangible net asset value per share (p) 6 15 13 2



0.58% 0.54% 0.57% 0.46%

1.39% 1.40% 1.46% 1.57%

(0.11%) (0.13%) (0.16%)
(0.25%)

4Q 22 1Q 23 2Q 23 3Q 23

Customer assets margin Customer deposit margin Treasury/Other margin

0.70% 0.74%

1.22%
1.38%

1.51% 1.64%
1.82%

2.44%

3.02%

3.50%

Q1-22 Q2-22 Q3-22 Q4-22 Q1-23 Q2-23 Q3-23 2024 2025 2026

NIM remains in line with full year guidance
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• NIM broadly flat in 3Q when excluding the one-off 
impact of the 2Q EIR adjustment; lower mortgage 
margins offset by widening deposit margins, as the 
base rate increased to 5.25% 

• £0.4bn reduction in average interest earning assets in 
the quarter, driven by lower HQLA balances as a result 
of TFSME repayments and reducing deposit balances

• NIM remains on track to achieve full year guidance of 
c.180bps

1. Includes £7.8bn of NIBBs (average tenor of c.2.5 years) and £2.7bn of instant access savings (average tenor of c.1year)

Net interest margin (bps)

Blended structural hedge rate 1

Estimates based on implied 
2 and 5 year swaps

NIM build evolution

176 181 177 178 c.180

10 10
11(1) (9)

4Q 22 1Q 23 2Q 23 Customer
asset

mix/rate

Deposit
mix/rate

Treasury /
Other

3Q 23 FY 23
NIM

Guidance

Underlying EIR Adjustments

27,478 26,991 26,784 26,403

Average 
interest 
earning 
assets (£m)

186NIM (bps) 181 178187

YTD NIM: 182bps



12.2 11.0

28.2
33.1

0.3 5.4

0.3

5.4

3Q 22 3Q 23 3Q 22 3Q 23

Transformation Advisory

86 110 

157 
163 

24 
6 15 

28 

43 

3Q 22 Staff costs Non-staff costs Projects 3Q 23

Strategic investment and inflation impact
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31617%271

Costs remain in line with guidance of c.£420m 

• Increase in staff costs reflect planned insourcing and investment 
in contact centres, along with inflationary pay rises

• Increase in non-staff costs (excl. projects) of 4% reflects higher 
inflationary environment

• Increase in projects by £15m to £43m includes accelerated 
continuous improvement projects alongside strategic 
investment. Capex rate YTD of 41%

• The increase in costs are partially offset by efficiencies

31%

Transformation and exceptional costs (£m)

Operating expenditure (£m)

P&L (£m) Cash spend (£m)

16.412.5

35%

38.528.5



1,605 
1,265 1,297 1,411 1,450 

993 
1,347 

2,032 

446 

. . . . . . . .

4Q 22 1Q 23 2Q 23 3Q 23

Gross lending Repayments and maturities Portfolio acquisition balance

157 151 144 135 130 122
106101

85
62 65 72 67

43

1Q 22 2Q 22 3Q 22 4Q 22 1Q 23 2Q 23 3Q 23

Mortgage book margin Completion margin

20% 17%

5% 6%

67% 71%

8% 6%

FY 22 3Q 23

8% 5%
21%

31% 30%6% 8%

10%
7% 6%

86% 87%
69% 62% 64%

3Q 22 4Q 22 1Q 23 2Q 23 3Q 23

Low-risk book with improved gross lending
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New business 
completions 
(£m)

1. Margin calculated as gross rate minus swap
2. Gross lending includes new business plus retention
3. Tenor split excludes the mortgage portfolio acquisition balances of c.£0.4bn

Completions by tenor

Mortgage book 
(£m)

19,604 19,651

• Industry-wide margin pressure on mortgages drives 
down mortgage book margins 

• Average core mortgage LTV of 55.2% with only 9% 
of the mortgage book >80% LTV 

• Gross lending improving in 3Q including retention 
activity

• Portfolio acquisition demonstrates focus towards 
identifying appropriate opportunities

911 858 664 342674

Mortgage margin (bps) 1 Gross lending (£m) 2

+£155m

+£272m
-£50m

-£175m

3



5,848 5,233 

2,737 
2,550 

-
-

( 25 ) ( 85 ) ( 505 ) ( 187 )

FY 22 Net switching/
closures

Bereavement Existing
customer
balances

SME
current

accounts

3Q 23

Retail current accounts SME current accounts

5,848 5,233 

9,114 8,717 

3,397 
3,287 

1,646 
1,811 165 (615) (397) (110)

FY 22 Retail
current

accounts

Retail
variable
deposits

SME Term 3Q 23

Strong deposit franchise
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19,048(5%) 8,585 7,783(9%)

3,299 3,792 4,580 4,785 4,427 
4,794 4,817 4,948 5,676 6,026 

17,322 
20,297 

24,716 
26,054 25,054 

2019 2020 2021 2022 3Q 23

Retail current accounts Retail variable deposits SME

• Current account reduction – cost of living impacts on average 
balances, with SME resilient

• Bereavement makes up a large proportion of our current 
account closures

• Small reduction in balances as a result of switch outs 
mitigated by ‘Refer a Friend’ incentive

• Customer average balances remain higher than pre COVID-
19 levels 

Core customer deposits (£m) Retail and SME current account movement (£m)

Average customer balance movement (£)

20,005



0.2

0.6

3.7

3.5

1.3

1.3

2.8

1.2

FY 22

3Q 23

P
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£

m
)

0.5

1.0

93.6

93.4

7.7

7.8

18.5

8.0

FY 22

3Q 23

C
o
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g
e 

(%
)

Secured Unsecured (core) SME Legacy

83.2%

84.5%

7.2%

11.2%

9.0%

3.6%

0.3%

0.4%

0.3%

0.3%

FY 22

3Q 23

Stage 1 Stage 2 Stage 2 PMA Stage 3 POCI

(3.1)

0.3

3.3

(0.1)

1.7

0.6

(0.6)

(1.4)

Legacy

SME

Unsecured

Secured

Resilient customer credit quality

9

Net impairment credit of £0.6m:

• Secured impairment charge of £0.3m; relates to revised 
macroeconomics leading to an increase in affordability 
coverage

• Legacy impairment credit of £1.4m; predominantly due to 
one specific connection (£1.6m)

• SME charge of £0.6m; driven by a decline in forward looking 
Commercial Real Estate property values

1.3

(0.6)

>100% NPL provision (£m)

6.6

8.0

38 43

FY 22 3Q 23

1. NPL coverage ratio calculated as NPL provision over NPL balance (all excluding performing POCI)
2. NPL ratio calculated as non-performing exposure (excluding performing POCI) over total exposure
3. Includes balances relating to FVTPL

Total 
provision

(£m)

36.9

Total 
coverage 

(bps)

16

40.3 18

Stage 2
16.2%

Stage 2
14.8%

NPL coverage (%)

6.8

9.4

NPL ratio (bps) 2

3Q 22 3Q 23

Impairment charge / (credit) (£m) NPL coverage 1

Exposure by stage 3



Accounts in arrears remain low
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• Secured customers new in forbearance remains low in the 
quarter representing only 0.4% of total secured accounts 

• Supported 277 customers through the mortgage charter, 
of which 91% are interest only 

• 0.17% of secured accounts greater than 3 month in 
arrears equates to 251 accounts and £29.0m of balances

• The average level of disposable income for the secured 
intermediary portfolio is £1,481 per month and 92% of 
these customers have a disposable income estimated to be 
>£250, based on their current mortgage rate

• Retail unsecured accounts greater than 3 months in arrears 
have slightly reduced vs previous quarters, and remain in 
line with 3Q 22 at 0.21%

1. These are gross new inflows and not representative of increases in arrears and forbearance stock given cure volumes
2. Forbearance covers a range of treatments including, but not limited to, deferral of payments and an adjustment to regular payment terms
3. Volume of accounts in arrears over total volume of accounts; recognised as >3 months over limit on overdraft, 3+ missed payments on a loan, credit card or mortgage, or 

>3 months over limit on credit card. Excludes government backed Bounce Back Loans (BBLs) 

193 186
225 259 243

392 379 398
481

565

3Q 22 4Q 22 1Q 23 2Q 23 3Q 23

New Arrears New Forbearance

New secured arrears and forbearance (#) 1,2

Accounts >3 months in arrears 3

0.13% 0.13% 0.14% 0.15%
0.17%

0.21%
0.22% 0.22% 0.23%

0.21%

0.05%
0.03%

0.05%
0.03% 0.03%

3Q 22 4Q 22 1Q 23 2Q 23 3Q 23

Retail secured Retail unsecured SME



952 993 

129 3 
( 70 ) ( 18 ) ( 3 )

FY 22 CET1
resources

3Q 23
PAT

Tax/Pensions Intangibles EL gap Other 3Q 23 CET1
resources

TCR x 2
26.1%

CRD IV 4.5%

CET1
19.8%

CET1
19.5%

CET1
20.1%

Tier 2 4.0% Tier 2 4.0% Tier 2 4.2%

MREL Senior
9.4%

MREL Senior
9.3%

MREL Senior
13.5%

1.3% 0.3%
4.7%

(0.4%)

(1.3%)

FY 22
MREL ratio

Proforma capital
movement

FY 22 proforma
MREL ratio

CET1 Tier 2 MREL Portfolio acquisition 3Q 23
MREL ratio

3Q 23
MREL requirements

Well capitalised across all requirements
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30.6%

1. Includes unaudited 3Q profits
2. Pro-rata of annual impact of Pillar 1 RWA update for operational risk recognised in 1Q 23

+£41m

37.8%32.8%33.2%

2

Capital ratios development 1

CET1 resource evolution (£m) 1

• CET1 impact 
(0.7%)

• Tier 2 impact 
(0.1%)

• MREL senior 
impact 
(0.5%)

• Successful issuance of £200m MREL – qualifying funds 
in May, MREL resources now fully optimised

• The Bank maintains a significant headroom to MREL 
plus CRD IV buffers (requirement c.£1.5bn) with a 
surplus of £356m

• Portfolio acquisition impacted CET1 ratio by c.0.7% due 
to increase in day 1 RWAs of c.£160m; CET1 benefit will 
be realised over time

• Surplus of £290m to CET1 minimum requirements



5,848 5,233 

2,737 2,550 

660 737 

1,646 1,811 

9,114 8,717 

FY 22 3Q 23

Retail current accounts SME current accounts SME savings

Term Retail savings

5,237 

4,471 

32

95

182

453

668

194

203

FY 22 3Q 23

TFSME Repo RMBS MREL Tier 2

22%

78%

Wholesale funding

Customer deposits

Low blended cost of funds at 229bps
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• Blended cost of funds increases to 229bps; remains 
materially lower than base rate 

• Repaid c.£790m of TFSME in the period and expect to 
repay c.£1.2bn in total for 2023

• 80.9%(FY 22: 81.2%) of our core customer deposits are 
insured through FSCS; levels remain stable despite market 
volatility

5,4376,098
(11%)

Cost of 
funds

216bps 509bps

Funding mix

£24.5bn

3Q 23

73

229

Blended cost of 
funds 
(bps)

FY 22

19,04820,005
(5%)

30bps 142bps
Cost of 
funds

Cost of 
funds YTD

256bps

199bps

140bps

0bps

0bps 2

2024

Call / maturity 
date

24-27

2023

24-27

2023

Cost of 
funds

1,291bps

781bps

555bps

445bps

458bps

Wholesale funding (£m) Customer funding (£m) 1

Cost of 
funds MTD

315bps

325bps

173bps

0bps

0bps 2

1. Excludes legacy balances of £56m (FY 22: £60m)
2. SME current accounts includes a small amount of off-sale current accounts that are interest bearing



Strong liquidity position
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Encumbrance 3

29.3%

1. Pillar 1 LCR
2. Calculated in line with Pillar 3 on a 12 month rolling basis
3. EBA definition calculated as the carrying amount of encumbered assets and collateral divided by total assets and collateral

• LCR for the quarter has reduced due to lower HQLA 
following the portfolio acquisition and voluntary TFSME 
repayments 

• LCR requirement is driven primarily by deposit outflows 
with minimal wholesale contractual inflows and maturities, 
as well as reflecting variability in mortgage pipeline 
position

• All fixed income security positions hedged to manage 
interest rate risk

• c.£1.4bn headroom to target Pillar 1 LCR of 130%

224%

253%

270% 265%
255%

239%
222%

262%

284%

254%
243%

209%
224%

196%

1Q 22 2Q 22 3Q 22 4Q 22 1Q 23 2Q 23 3Q 23

12 month rolling average Spot position

Liquidity coverage ratio 1 LCR requirement / HQLA resources (£bn) 2

Liquidity profile (£bn)

2.2 2.2 2.2 2.2 2.2

6.0 5.9 5.7
5.3

4.9

3Q 22 4Q 22 1Q 23 2Q 23 3Q 23

LCR requirement Resources: HQLA

2.8

0.2

1.2

1.7

0.2

Central Bank balances

Gilts

Gov't & other bank
bonds

Non MBS pre-
positioned assets

Mortgage backed
securities

Secondary

Primary



2023 outlook unchanged
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3Q 23 actuals FY 23 guidance

182Net interest margin (bps) c.180

316.2Total statutory costs (£m) c.420

12.3RoTE (%) >10

(0.4)Asset quality ratio (bps) <5

20.9Customer assets (£bn) 20-21

On track

On track

On track

On track

1. Guidance dependent on latest economic assumptions

On track

GDP HPI Unemployment Base Rate

2023 latest

economics 1 0.6% (3.8%) 4.1% 5.25%



Summary of 3Q 23 results

1. Removing the CET1 impact of the portfolio acquisition and pro-rata of annual impact of Pillar 1 RWA update for operational 
risk recognised in 1Q 23

Underlying CET1 growth of 1.3% 1

Significant surplus to binding capital requirements

Robust capital performance

Significant headroom to target LCR

Cost of funding remains low

Healthy liquidity position

Increased spend to unlock cost and income opportunities

Benefits to come in 2024 onwards

Big year for transformation



Appendix



Segmental performance
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3Q 23 3Q 22 Change 3Q 23 3Q 22 Change 3Q 23 3Q 22 Change 3Q 23 3Q 22 Change

Net interest income 290.6 287.6 3.0 71.2 46.9 24.3 1.6 (5.4) 7.0 363.4 329.1 34.3

Other operating income 19.4 19.3 0.1 12.2 13.9 (1.7) 0.2 0.5 (0.3) 31.8 33.7 (1.9)

Total income / (expense) 310.0 306.9 3.1 83.4 60.8 22.6 1.8 (4.9) 6.7 395.2 362.8 32.4

Staff costs (85.4) (66.5) (18.9) (21.4) (17.4) (4.0) (2.8) (2.1) (0.7) (109.6) (86.0) (23.6)

Non-staff costs (134.0) (131.9) (2.1) (26.2) (24.1) (2.1) (1.2) (1.1) (0.1) (161.4) (157.1) (4.3)

Continuous improvement projects (23.9) (10.8) (13.1) (2.8) (4.3) 1.5 (0.2) (0.2) - (26.9) (15.3) (11.6)

Operating expenditure (243.3) (209.2) (34.1) (50.4) (45.8) (4.6) (4.2) (3.4) (0.8) (297.9) (258.4) (39.5)

Impairment (charge) / credit (0.2) (0.2) 0.0 (0.6) (1.7) 1.1 1.4 0.6 0.8 0.6 (1.3) 1.9

Underlying profit / (loss) 66.5 97.5 (31.0) 32.4 13.3 19.1 (1.0) (7.7) 6.7 97.9 103.1 (5.2)

Balance sheet 3Q 23 FY 22 Change 3Q 23 FY 22 Change 3Q 23 FY 22 Change 3Q 23 FY 22 Change

Assets 19,882.4 19,841.3 41.1 392.1    388.2    3.9 6,425.5 7,903.3 (1,477.8) 26,700.0 28,132.8 (1,432.8)

Liabilities 15,760.5 16,607.8 (847.3) 3,287.3 3,396.8 (109.5) 6,225.5 6,829.2 (603.7) 25,273.3 26,833.8 (1,560.5)

Segmental £m
Retail SME Legacy & central items Total



36% 32%

20% 23%

24% 27%

11% 12%
9% 6%

Portfolio acquisition Bank excl. acquisition

London & South East Northern England Midlands & East Anglia

Wales & South West Other
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Portfolio acquisition detail

Bank excl. 
acquisition

51.1%

55.3%

Portfolio LTV

Portfolio 
acquisition

Gross rate (bps)

• Portfolio has contributed £1m in net interest income since 
acquisition

• Contribution to balance sheet of c.£0.4bn at the end of 
September and comprises approximately 3,500 customers

• Risk-weighted assets of c.£160m on acquisition

Mortgage split by geography

300
267

Portfolio acquisition Bank excl. acquisition



Disclaimer
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Caution about Forward-Looking Statements

This document contains certain forward-looking statements with respect to the business, strategy and plans of The Co-operative Bank Holdings Limited and its subsidiaries (“the Group”), (including its
updated long-term forecast) and its current targets, goals and expectations relating to its future financial condition and performance, developments and/or prospects. Forward-looking statements
sometimes can be identified by the use of words such as ‘may’, ‘will’, ‘seek’, ‘continue’, ‘aim’, ‘anticipate’, ‘target’, ‘projected’, ‘expect’, ‘estimate’, ‘intend’, ‘plan’, ‘goal’, ‘believe’, ‘achieve’, ‘predict’,
‘should’ or in each case, by their negative or other variations or comparable terminology, or by discussion of strategy, plans, objectives, goals, future events or intentions.

Examples of such forward-looking statements include, without limitation, statements regarding the future financial position of the Group and its commitment to its plan and other statements that are
not historical facts, including statements about the Group or its directors’ and/or management’s beliefs and expectations. Any such forward-looking statements are not a reliable indicator of future
performance, as they may involve significant stated or implied assumptions and subjective judgements, which may or may not prove to be correct. There can be no assurance that any of the matters set
out in forward-looking statements are attainable, will actually occur, will be realised, or are complete or accurate. Past performance is not necessarily indicative of future results. Differences between past
performance and actual results may be material and adverse.

For these reasons, recipients should not place reliance on, and are cautioned about relying on, forward-looking statements as actual achievements, financial condition, results or performance measures
could differ materially from those contained in the forward-looking statement. By their nature, forward-looking statements involve known and unknown risks, uncertainties and contingencies because
they are based on current plans, estimates, targets, projections, views and assumptions and are subject to inherent risks, uncertainties and other factors both external and internal relating to the Group’s
plan, strategy or operations, many of which are beyond the control of the Group, which may result in it not being able to achieve the current targets, predictions, expectations and other anticipated
outcomes expressed or implied by these forward-looking statements. In addition, certain of these disclosures are dependent on choices relying on key model characteristics and assumptions and are
subject to various limitations, including assumptions and estimates made by management. No representations or warranties, expressed or implied, are given by or on behalf of the Group as to the
achievement or reasonableness of any projections, estimates, forecasts, targets, prospects or returns contained herein. Accordingly, undue reliance should not be placed on forward-looking statements.

Any forward-looking statements made in this document speak only as of the date of this document and it should not be assumed that these statements have been or will be revised or updated in the
light of new information or future events and circumstances arising after today. The Group expressly disclaims any obligation or undertaking to provide or release publicly any updates or revisions to any
forward-looking statements contained in this document as a result of new information or to reflect any change in the expectations with regard thereto or any change in events, conditions or
circumstances on which any such statement is based, except as required under applicable law or regulation.

Important Notice

The information, statements and opinions in this presentation do not constitute or form part of, and should not be construed as, any offer or invitation to sell or issue, or any solicitation of any offer or
recommendation or advice to purchase or subscribe for any shares or any other securities nor shall it (or any part of it) or the fact of its distribution, form the basis of, or be relied on in connection with,
any contract or commitment therefore. In particular, this presentation does not constitute an offer for sale of, or solicitation to purchase or subscribe for, any securities in the United States. Furthermore,
the information in this presentation is being provided to you solely for your information and may not be reproduced, retransmitted or further distributed to any other person or published (including any
distribution or publication in the United States), in whole or in part, for any purpose. No representation or warranty, express or implied, is or will be made and no responsibility, liability or obligation
(whether in tort, contract or otherwise) is or will be accepted by any member of the Group or by any of their respective directors, officers, employees, agents or advisers (each an “Identified Person”) as to
or in relation to the fairness, accuracy, completeness or sufficiency of the information in this presentation or any other written or oral information made available or any errors contained therein or
omissions therefrom, and any such liability is expressly disclaimed, provided that this disclaimer will not exclude any liability for, or remedy in respect of, fraud or fraudulent misrepresentation.

No Identified Person undertakes, or is under any obligation, to provide the recipient with access to any additional information, to update, revise or supplement this presentation or any additional
information or to remedy any inaccuracies in or omissions from this presentation.


