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Overview of Leeds Building Society
° Founded in 1875, Leeds Building Society (previously Leeds & Holbeck) is the

5th largest UK building society with circa £9.6Bn of assets (June 10).

° LBS has over 680,000 members and operates from 70 branches in the UK,
Ireland and Gibraltar.

° Leeds offers an extensive range of mortgage and investment products.

° Mortgage lending activity is generated through the Society’s branch network,
a direct call-centre, the internet and financial intermediaries.

° Savings business is also directed through the Society’s branches, postal
applications and the internet.

° Leeds Financial Services Ltd was established in 2000 to provide
investment and regulated financial products.

° LBS is committed to remaining an independent mutual
building society.
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Challenging Market Conditions
° Continued unprecedented market conditions.

° UK economy still experiencing the effects of the longest recession since 
records began in 1955.

° Fragile recovery in house prices following decline of 18% over 2008/09. 

° Net mortgage lending remains low during 2010. It is forecast to reach £12bn 
in 2010, circa a 1/10 of the peak years of 2006/07

° The increase in the savings market is almost half 2008 levels. 

° Further consolidation in the building society sector.                                                                        
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Mortgage Lending – Net Advances
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Change in Savings Balances
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Response to Challenging Market 
Conditions
° Key focus on improving Operating Profit through margin management 

and product pricing.
° Maintain robust net interest margin.
° Reduction in costs.
° Increased pre-tax profitability, which has supplemented capital position.
° Continued focus on retail savings proposition.
° Reduced reliance on wholesale funding.
° Maintained withdrawal from higher risk lending segments.
° Improved quality of liquidity through higher level of ‘buffer’ assets.
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2009 LBS Highlights
° Robust Operating Profit of £39.3M for 1H2010 (£40.3M 1H2009). 
° Pre-tax profit rises to £18.0M in 1H2010 compared to £16.3M in 1H2009, 

a 10.4% increase.
° Resilient net Interest margin of 1.05%.
° Cost income ratio of 35% and cost asset ratio of 45p per £100 of assets, 

versus 86% and 83p for building society average. 
° Gross mortgage lending of £400M, fully funded by repayments.  
° Savings balances increased by £254M in 1H2010.  Net receipts were circa 

£177M above market share.
° Reliance on non member funding reduced to 23% from 20%.
° Total capital and reserves of £515M as at June 2010, Tier 1 capital ratio 

stood at 12.6%.
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Leeds maintains its credit ratings 
unchanged during 2010

Category Rating
Long Term Bank Deposits A2

Short Term Bank Deposits P-1

Bank Financial Strength C+

Outlook Stable

Category Rating
Long Term IDR A
Short Term IDR F1
Outlook Stable

http://www.cmsaglobal.org/uploadedImages/CMSA_Site_Home/Global/CMSA-Europe/Events_and_Education/CMSA-Europe_Conference/MIS_RGB_Blue.jpg�
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What the Rating Agencies say
Moody’s (A2/P-1/C+/Stable) – June 2009
° “stronger profitability than that of its building society peers”
° “strong management of costs”
° “good asset quality and solid funding structure”

FitchRatings (A/F1/Stable) – February 2010
° “good earnings capacity, excellent cost efficiency and strong capital 

position”
° “[Fitch] expects LBS to remain one of the most profitable societies across 

the sector continuing to benefit from low costs.”
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2010 Financial Performance
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Strong Underlying Profitability -
Pre Provision Profits
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Robust Net Interest Margin
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Cost Efficiency
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Profit before Tax

0

10

20

30

40

50

60

70

£M
's

2005 2006 2007 2008 2009 2010 (f)

50.2

57.2

63.2

20.3

31.7

18.0

41.4



15

Strong Capital Base
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Increased capital ratios

2005 2006 2007 2008 2009 1H2010

Total capital 
ratio 12.5% 12.3% 11.7% 13.4% 14.5% 13.4%

Tier 1 10.5% 10.5% 10.1% 11.5% 12.7% 12.6%

Tier 2 2.0% 1.8% 1.6% 1.9% 1.8% 0.8%

Basle II methodology 2008 onwards.

During Q1 2010 LBS repurchased £40m of subordinated debt.
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2009 Balance Sheet Performance
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Total Assets
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Growing Retail Savings Balances
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Residential Mortgages Funded By Savings
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Asset Quality : Lending Segments June 2010

1H2010 Mortgage Portfolio
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Asset Quality : Conservative Lending Policy

Average LTV 53%
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Asset Quality : Arrears
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Asset Quality : Geographic

Geographic Distrubution of Portfolio June 2010
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2009 Treasury Activity
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Liquidity
° Continued improvement in the quality of liquidity during 2010 YTD.

° Liquidity ratio increased slightly to 23% (2009 – 22%) in line with long run 
average.

° Holdings of “Liquidity Buffer” assets increased from £588M to £721M. 

° Full ILAS firm under new regulatory liquidity standards, new stress testing 
developed and CFP strengthened.

° Legacy “illiquid” assets reduced further by circa £100M.
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Liquidity
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Liquidity Portfolio - Asset Quality

-
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Wholesale Funding
° Planned strategic reduction in wholesale funding rate to 19.0% from 21.4%.

° Delivering a significant reduction in the reliance upon short term wholesale 

funds.

° Maintained duration of the wholesale funding portfolio, funding > 1 yr at 40%.

° Wholesale funding volume now fully covered by liquid assets, 100% of 

maturities up to 1 year covered.

° Over £1Bn of unencumbered repo collateral available, headroom to          

issue further under covered bond programme.
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Wholesale Funding
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Total Funding: Composition

SLS
6%

FRN's & MTN's
5%

Retail Shares 
& Deposits

80%

CD's
1%

Time Deposits
8%



32

Covered Bond Programme Summary

Issuer/Seller

Programme Size

FSA Regulated

Law

Listing

Group Guarantor

Covered Bond 
Guarantor

Currency

Ratings

Leeds Building Society

Leeds Building Society was approved to the FSA RCB register on the 1st May 2009

€7.0 Billion

AAA / Aaa 

Sterling

Leeds Building Society LLP (the “LLP”), a single purpose bankruptcy remote vehicle

Leeds Building Society guarantees all Covered Bonds and other obligations of the Issuer 

London

English
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2010 Outlook
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2010 – Market Outlook
° Housing market to remain subdued, fragile recovery.

° UK mortgage market to remain constrained by lack of supply.

° Low interest rates, Bank base rate to remain at 0.50% for 2010/11.

° Savings market to remain below long run trend: Fierce competition. 

° Elevated inflation in the short term, reducing longer term.

° Rise in unemployment to continue.

° Continued pressure on arrears & repossessions.

° Emerging funding gap and high level of refinancing.

° Potential for more industry consolidation.

° Regulatory pressures. 
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2010 – Outlook for LBS
° Operating profits to remain strong.

° Reductions in losses and provisions. 

° Further improvement in pre-tax profits.

° Maintain net interest margin above 1.00%.

° Continued funding of all mortgage lending from savings deposits.

° Further reduction in wholesale funding ratio.

° To remain the most efficient building society – continued tight cost control.

° To maintain our successful, sustainable business model. 

° To remain an independent, successful building society. 
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Disclaimer
° Disclaimer and cautionary note on forward looking statements
° This presentation is the property of the issuer, Leeds Building Society.
° The investments and services contained herein are not available to private customers in the United Kingdom.
° This presentation does not constitute a prospectus or other offering document (an “offering document”) in whole or part. Information contained in 

this presentation is a summary only, and is qualified in its entirety by reference to the offering document.  It is strongly recommended that each 
investor read the offering document for more complete information regarding the offering before making an investment decision.

° This presentation shall not constitute an offer to sell or the solicitation of an offer to buy any security.  There shall be no sale of these securities in 
any state or jurisdiction in which such an offer, solicitation or sale would be unlawful prior to qualification under securities laws of such state or 
jurisdiction.

° By attending this presentation and receiving these materials each investor is deemed to represent that it is a sophisticated investor and possesses 
sufficient investment expertise to understand the risks involved in the offering. Investors must rely solely on their own examinations of the offering 
document and the offering in making a determination as to whether to invest in the securities offered.

° Although the statements of fact in this presentation have been obtained from and are based upon sources that Leeds Building Society believes to 
be reliable, Leeds Building Society does not guarantee their accuracy, and any such information may be incomplete or condensed. All opinions 
and estimates included in this presentation constitute Leeds Building Society’s judgement as of the date of this presentation and are subject to 
change without notice.

° This presentation includes a number of forward looking statements relating to Leeds Building Society and its operating environment. Whilst
the management believes the assumptions upon which these statements are based to be reasonable, the statements relate to future
events that are uncertain or outside of Leeds Building Society’s control. Actual results or events may differ materially from those
indicated in the forward looking statements. 
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