For the six months ended 31 March 2023




Under Stock Exchange embargo until 7.00 a.m. Tuesday 6 June 2023

Paragon Banking Group PLC (‘Paragon’ or ‘the Group’), the specialist banking group, today
announces its half-year results for the six months ended 31 March 2023

Nigel Terrington, Chief Executive of Paragon said:

“We are delighted to deliver another strong financial and operational performance, achieving record
interim operating profits, alongside robust growth in our loan book.

New mortgage lending increased by 19.1% due to our focus on supporting professional landlords, who
continue to see strong portfolio growth and tenant demand. Our commercial lending loan book
increased by 13.9%, supporting Paragon’s diversification strategy. The Group has a high quality loan
book, 99% of which is secured, virtually all on low LTV properties. Notwithstanding the more volatile
and disruptive environment, our portfolios are performing resiliently.

Savings balances grew by 20.5% year-on-year, underpinning our strong liquidity and supporting
improvements to our net interest margin, which we now expect to be around 3% this financial year.

Our capital ratios are strong and liquidity levels remain high which enabled us to announce today a
further increase in our share buy-back programme from £50 million to £100 million.

We are well placed to continue to support our customers and deliver strong returns for our
shareholders as we look to capitalise on the opportunities that the environment will
inevitably produce.”

e Underlying profit increased 22.2% to £128.9 million (2022 H1: £105.5 million)*
e Underlying EPS increased 28.0% to 42.5 pence (2022 H1: 33.2 pence)*

e Statutory profit before tax down 67.7% at £46.4 million (2022 H1: £143.6 million) reflecting
the unwinding of £82.5 million of the £191.9 million of fair value gains recognised in 2022,
with statutory EPS decreased 63.1% to 16.4 pence (2022 H1: 44.4 pence)

e Continued NIM enhancement to 2.95% (2022 H1: 2.57%). Guidance increased to circa 3.00%
for full year

e Cost:income ratio reduced to 38.1% (2022 H1: 41.2%)

e Capital base remains strong — CET1 15.6% (31 March 2022: 15.4%)
e Underlying RoTE 18.7% (2022 H1: 15.5%)*

e Interim dividend up 17.0% at 11.0 pence (2022 H1: 9.4 pence)

e Additional £50.0 million share buy-back announced for H2
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Deposit base grew to £11.9 billion (2022 H1: £9.9 billion). 94%+ FSCS insured, no disruption to
deposit gathering from the events in the US

* For underlying basis, see Appendix A

Operational highlights:

Total new lending increased 6.9% to £1.59 billion (2022 H1: £1.49 billion) driving a 4.6% year-
on-year growth in the loan book

New mortgage lending of £1.02 billion was 19.1% higher than the £0.86 billion achieved in
2022 H1, with a continued focus on professional landlords who represented 98.6% of
completions in the period

New commercial lending totalled £0.57 billion, 9.4% down on 2022 H1 with outperformance
in the SME and motor divisions being offset, as expected, by lower net completions in
development finance

Buy-to-let pipeline stood at £0.81 billion compared to £1.34 billion a year earlier, reflecting
strong completions and weak application flows in the post mini-budget period. Recent
application flows are stronger, with the pipeline up nearly 20% from its intra-period low and
continuing to increase after the period end

As expected, the development finance pipeline reflects the national picture on housing
development, with developer caution regarding prices, cost inflation and supply chain
reliability. The pipeline at 31 March 2023 stood at £0.71 billion compared to £0.86 billion a
year earlier

Buy-to-let redemptions ran at an annualised rate of 10.7% for 2023 H1, compared to 6.9% in
the comparable period in 2022. The rate was particularly high in the disrupted environment
in Q1, at an annualised 13.5%, but has since moderated to a more normal level of 7.8% in Q2

Continued progress being made with the PRA on IRB accreditation, but timetable remains
dependent on PRA requirements and its resource availability

Paragon has responded to the PRA Basel 3.1 consultation paper. Impact of proposals as
drafted would be a reduction of 2.3% of CET1 if IRB accreditation was delayed beyond the
proposed Basel 3.1 implementation date of 1 January 2025

Guidance summary:

Updated guidance is given below for mortgage lending volumes, net interest margin and share
buy-backs.

Mortgage Lending advances £1.6bn - £1.9bn Upgraded to £1.75bn - £1.9bn
Commercial Lending advances £1.1bn - £1.3bn Unchanged

Net Interest Margin Increase to at least 289 bp Increase to circa 300bp
Operating expenses circa £170m Unchanged
Buy-back Up to £50m Increase to up to £100m
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For further information, please contact:

Paragon Banking Group PLC

Nigel Terrington, Chief Executive

Richard Woodman, Chief Financial Officer
Tel: 0121 712 2505

Headland Consultancy

Lucy Legh / Charlie Twigg

Email: paragon@headlandconsultancy.com
Tel: 020 3805 4822

The Group will be holding a results presentation for sell-side analysts on Tuesday 6 June 2023 at
9:30am at UBS, 5 Broadgate, London EC2M 2QS.

This will be webcast live at: https://secure.emincote.com/client/paragon/half-year-results

The presentation material will be available on the Group’s website at
www.paragonbankinggroup.co.uk/investors from 7:00am, with a webcast replay available
from 2:00pm.

Cautionary statement

Your attention is drawn to the cautionary statement set out at the end of this document.
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Interim Management Report

During the six months ended 31 March 2023, the Group has continued to provide the lending and
savings products its customers expect, delivering 4.6% year-on-year loan book growth, maintaining
strong liquidity by increasing the savings deposit base, improving customer retention and increasing
returns, with underlying profit rising 22.2% compared to the first half in 2022 and underlying return
on tangible equity standing at an annualised 18.7%. This is despite material market volatility and
substantial increases in market interest rates in the period, which opened with the impacts of the
September 2022 mini-budget in the UK and closed with the repercussions of the collapses of Credit
Suisse, Silicon Valley Bank and other US lenders.

LENDING ACTIVITY

Buy-to-let application flows were slow at the start of the period, when fixed rate pricing was elevated
following the negative impacts of the mini-budget. Strong pipeline conversions have seen the value of
new advances reach £1.02 billion, an increase of over 19% when compared to the first half of 2022.
The disruption to application flows at the start of the period, coupled with this conversion rate, saw
the pipeline reduce to £0.81 billion, rebuilding from a low point in early February 2023. Customer
retention rates remain strong, with over 70% of maturing fixed rate business being retained during
the period and portfolio-wide redemptions running at an annualised 10.7%, with redemption activity
strongest on the legacy, variable rate portfolio.

Our original guidance for Mortgage Lending volumes for 2023 was a range from £1.60 billion to
£1.90 billion —we now expect the result for the year to be in the range of £1.75 billion to £1.90 billion.

The four sub-divisions in the Commercial Lending segment have seen differing levels of market
demand and performance during the first half. At £0.22 billion (31 March 2022: £0.18 billion), SME
lending advances were 21.0% up on the equivalent period last year and motor finance lending also
grew, by 13.9% to £0.09 billion (31 March 2022: £0.08 billion). The development finance business saw
activity levels depressed, in line with the national housebuilding market, with drawdowns down 15.6%
and new enquiry levels more subdued, particularly in the final calendar quarter of 2022. The
structured lending portfolio saw modest net redemptions in the period. The net new business flows,
however, resulted in the net book value for the segment increasing by 13.9% year-on-year, finishing
the first half at £1.96 billion (31 March 2022: £1.72 billion).

We retain our guidance for Commercial Lending completions in 2023, with the expected level staying
in the £1.1 billion to £1.3 billion range.
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Interim Management Report (Continued)

MARGINS

The Group’s diversification strategy and legacy mortgage portfolio run-off combine to give a structural
asset-side margin accretion over time. The overall net interest margin is also positively geared to
higher interest rates, generating higher returns on the Group’s net assets. The rate of increase in base
rates over the past year has also resulted in a favourable movement in the Group’s cost of funds,
which has supported the growth in the overall NIM to 295 basis points in the period, and resulted in
funding costs moving below the SONIA reference rate. With rates now being towards the top of the
expected cycle, our updated guidance for the full year outturn is for margins to be around 300
basis points.

CREDIT AND COSTS

We have updated our IFRS 9 macro-economic scenarios, for loss provisioning purposes, with the GDP
and house price outlook deteriorating when compared to the 2022 year-end estimates. The weighted
average fall in GDP across the Group’s four economic scenarios in the year ending 30 September 2023,
is now forecast at 1.7%, rather than the 1.1% forecast at 30 September 2022. At the same time, the
weighted average of house price falls across the scenarios over the same period is 12.5%, rather than
the 8.2% fall included in the year end scenarios. The increases in base rates and inflation seen in the
last six months have also been reflected in the opening position.

Scenario weightings have been left unchanged at the interim but £5.0 million of the £15.0 million of
judgemental overlay included at the year-end has been released, as portfolio performance remains
robust, while models begin to recognise some of the losses anticipated in the brought forward
adjustment, as credit performance data emerges. There has been limited evidence of increasing
arrears, with what little there has been being confined to the legacy, variable rate buy-to-let portfolio,
where rate increases are passed straight through to customers on these tracker products. The overall
impairment charge represented an annualised cost of risk of 10 basis points. While this is higher than
the 2 basis points reported in the first half of 2022, it is in line with the full year outturn.

Operating expenses were in line with expectations at £83.8 million for the first half (2022 H1: £74.9
million), as we continue to focus on our digitalisation programme, and reflecting the inflationary
effects being felt across the economy. Various technology-led projects are currently in train, with the
most recent, a servicing portal for the buy-to-let portfolio, having delivered its first release shortly
after the half year.

Our 2023 cost guidance remains unchanged at around £170 million.

As anticipated at the previous financial year end, the strong fair value gains seen in 2022 have reversed
in part in the first half of 2023, as interest rate expectations have cooled. These are non-cash fair value
postings and are reported below underlying profit as they will reverse over time, and do not impact
the Group’s operational activity. However, they must be reflected in the Group’s statutory profit and
capital disclosures and can give rise to substantial swings, as in the most recent periods.
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Interim Management Report (Continued)

CAPITAL AND DISTRIBUTIONS

The Group’s capital ratios remained strong at the end of March, with CET1 of 15.6% and a Total Capital
Ratio (‘TCR’) of 17.7%. The Group’s capital resources remain significantly above its regulatory
requirement (CET1 10.2%, TCR 12.3%. including CRD IV buffers). We continue to progress our IRB
accreditation, with an ongoing and productive engagement with the Prudential Regulation Authority
(‘PRA’). However, the eventual accreditation date will depend on PRA resource availability as we
progress with the modular approach.

During the period the PRA published a consultation paper detailing its proposed approach to
implementing the Basel 3.1 capital requirements. Along with a great many other industry participants,
we have responded to the consultation, and anticipate feedback from the regulator in the second half
of calendar year 2023. Our initial estimates suggest a 2.3% reduction in the Group’s CET1 ratios if the
proposals are adopted as drafted, should the Group not receive its IRB accreditation by the target
implementation date of 1 January 2025.

At the 2022 financial year end we announced a £50.0 million share buy-back for 2023. This was
completed in February and we will undertake a further buy-back of up to £50.0 million in the second
half of the financial year, taking the potential full year share buy-back to £100.0 million.

Our liquidity levels remain strong, both in absolute and contingent terms. Despite the market
backdrop we have seen strong deposit inflows, with balances having increased by 20.5% since
March 2022 with a £1.2 billion increase in the first six months of the 2023 financial year. Pricing
continues to be attractive relative to SONIA levels and has supported the Group’s progress on Net
Interest Margin (‘NIM’) expansion. Deposit balances stood at £11.9 billion at 31 March 2023.

The impacts of Covid on the earnings profile in recent years has meant the interim / final dividend
splits might become skewed if we follow the simple approach of each year’s interim dividend being
50% of the prior year’s final dividend. To smooth this effect in 2023 we are increasing the interim pay-
out on a one-off basis to 11.0 pence per share, where policy would indicate 9.6 pence per share. Our
total dividend for the financial year will still be based on around 40% of underlying basic EPS, in line
with the Group’s stated policy, except in exceptional circumstances.

CONCLUSION

The Group continues to trade profitably, with strong capital and liquidity ratios. We remain well placed
to continue to compete strongly, supporting our customers and taking market share in our chosen
specialist markets. Whilst the absolute rate environment may affect aggregate demand levels in these
markets, and the adverse headwinds in the UK economy continue to impact our customers, the
strength of our business model allows us to face these challenges with confidence.
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Interim Management Report (Continued)

For reporting purposes the Group’s operations are organised into two divisions, based on product
types, origination and servicing capabilities. This classification was adopted for the first time in the
Group’s annual accounts for the year ended 30 September 2022, and amounts reported below for the
six months ended 31 March 2022 have been restated for consistency.

Customer loan balances at 31 March 2023 and advances in the period for those divisions are
summarised below:

Advances Loans to customers
in the period at the period end
Six months  Six months Year
ended ended ended
31 March 31 March 30 September 31 March 31 March 30 September
2023 2022 2022 2023 2022 2022
£m £m £m £m £m £m
Mortgage Lending 1,018.4 855.3 1,910.0 12,593.3 12,1934 12,328.7
Commercial Lending 574.4 634.2 1,304.7 1,961.6 1,721.5 1,881.6

1,592.8 1,489.5 3,214.7 14,554.9 13,914.9 14,210.3

The half year period has seen a 2.4% growth in the total loan book with a 4.6% year-on-year increase.
Excluding legacy first and second mortgage balances and the unsecured portfolio, which was disposed
of in the second half of the 2022 financial year, the portfolio grew by 13.7%, year-on-year.

Total advances for the six months grew 6.9%, year-on-year, but this performance represented a
reduction from the strong performance in the second half of the 2022 financial year, as the Group
managed its new lending activity in the face of economic and political disruption in the UK. New
business activity also varied across the Group’s business lines, depending on the impact of building UK
economic headwinds on their respective customer bases.

The Group’s Mortgage Lending division principally provides buy-to-let mortgages secured on UK
residential property to specialist landlords. The Group has a wealth of experience in this market, built
up over more than a quarter of a century, through a variety of economic environments. This gives the
Group an unparalleled understanding of both this form of lending and the landlord customer base
it targets.

During the period the Group also offered loans to non-specialist landlords, however, these form a
minor part of its operations. The segment also includes legacy assets from discontinued product lines,
principally second charge mortgages.

In all its offerings, the Group targets niche markets where its focus on detailed case-by-case
underwriting and its robust and informed approach to property risk differentiate it from both mass
market lenders and other specialists.
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Interim Management Report (Continued)

Housing and mortgage market

The recent trend of increasing volumes in the UK housing market was sharply reversed in the period,
following the impact of the autumn mini-budget and associated pressures on affordability. Data
published by HMRC shows 575,000 transactions in the six months ended 31 March 2023, a reduction
of 1.7% from the first half of the last financial year, but a fall of 8.1% compared to the second half.
This trend was particularly strong towards the end of the period with the level in the second quarter
some 25% lower than the first. This reflects, in part, a hiatus in the mortgage market in September /
October 2022 where many lenders withdrew offers and reduced product availability, with the number
of available buy-to-let products in the market reported by Moneyfacts falling to 988 in October 2022,
from a peak of 3,484 in June 2022. By the period end this had recovered somewhat to 2,628 products
across different lenders.

In the face of these market conditions house prices continued the downward movement which had
commenced in September, with the Nationwide House Price Index ending the period 6.1% below its
peak, having fallen 5.6% in the six months. However, this only returned prices to levels seen in
February 2022, and data published by the Nationwide in April 2023 suggested the downward trend
may be abating and confidence returning if only gradually.

UK mortgage approvals reported by the Bank of England were significantly lower than in previous
periods, following the events of late 2022. £100.9 billion of new mortgages were approved in the six-
month period, a reduction of 34.1% from the £153.0 billion recorded a year earlier, and 39.9% from
the level recorded in the six months ended 30 September 2022. The proportion of the total
represented by remortgages remained broadly similar to previous periods at 57%.

While the issues posed by the cost-of-living crisis have increased pressure on borrowers, arrears and
possessions reported by UK Finance (‘UKF’) remained at low levels, although numbers were building
towards the end of the period. In the second quarter of the financial year the number of arrears cases
was only 1% higher than a year earlier, with the majority of this increase concentrated in the lightest
arrears bands. Possessions continued their upward trend, but remain far below pre-Covid levels. This
would indicate that the current economic headwinds have yet to impact significantly on UK mortgage
borrowers’ ability to meet their monthly payments, but it remains too early to judge what the longer-
term impact of the recent sharp rise in interest rates will be.
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Interim Management Report (Continued)

The Private Rented Sector (‘PRS’) and the buy-to-let mortgage market

The Group’s target customers in the buy-to-let sector are specialist landlords. These landlords will
typically let out four or more properties, or operate with more complex properties. They will generally
run their portfolio as a business and have both a strong understanding of their local lettings market
and a high level of personal day-to-day involvement. The Group is one of the leaders amongst a small
number of specialist lenders addressing this sector, which is underserved by many of the larger
financial institutions.

The Group considers that its target customers’ level of experience, involvement in day-to-day letting
activities and diversification of income streams across properties make them less vulnerable to cash
flow shocks in the event of a downturn and therefore better able to cope when faced with economic
pressures facing their business or their tenants.

In recent years the PRS has consistently represented around one fifth of UK housing stock, as reported
by UK Government data. This provision is crucial to meeting the country’s housing needs, particularly
in a downturn, where accessing, or remaining within, the owner-occupied sector may be challenging
for some households.

The UK Government is proposing reform of the PRS through its Renters (Reform) Bill, which was
introduced into Parliament in May 2023. The Group has monitored the development of the legislation
to date and is largely comfortable with the reforms, which balance the needs of tenants and landlords.
However, there are concerns over the impact on the student lending market in particular and, more
generally, the level of new regulation being applied to landlords. The Group would also urge the UK
Government to ensure that the introduction of the new framework is adequately resourced to prevent
disruption to both tenants and landlords. Overall, the Group does not believe its business model will
be significantly impacted by the new legislation, and feels that its customer base may be better
prepared to face these changes than some other parts of the PRS.

Volumes of new buy-to-let mortgages in the UK were affected by economic pressures, but less
severely than the wider mortgage market. New advances reported by UKF, at £22.0 billion for the six
months ended 31 March 2023, were only 9.8% lower than in the same period in the previous year, but
significantly reduced from the final six months of that period (2022 H1: £24.4 billion, 2022 H2: £28.7
billion). This reduction affected both mortgages for new house purchases and remortgages, with
remortgages continuing to represent around two thirds of cases. Some of this reduction will be due
to the impact of lenders withdrawing offers already made, which the Group was able to avoid as a
result of its pre-hedging strategy, but the broadly downward trend continued throughout the six
months.

There is also evidence of increasing numbers of borrowers transferring to new products offered by
their existing lender, which are not recorded as new cases in the data. Information published by UKF
showed that 63% of landlords refinancing their mortgage in the period switched to a new product
with the same lender, rather than remortgaging, compared to 59% in the preceding six months.
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Interim Management Report (Continued)

The residential rental market in the UK remains strong, with Royal Institution of Chartered Surveyors
(‘RICS’), in its March 2023 UK Residential Market Survey, reporting tenant demand rising through the
period, but falling instructions from landlords. These factors are putting upward pressure on rents,
with around 60% of agents expecting near-term rent increases, and an average expectation of a 4%
increase in rental yields over the next twelve months. This is supported by research from
Propertymark in its March 2023 survey, where 58% of members reported increasing rents in their
area. This strength in the market should support both cash flows and affordability for landlord
customers, even in the face of interest rate increases and other inflationary pressures.

These national trends are supported by research carried out with the Group’s customers and
mortgage brokers in the first months of 2023. In the Group’s landlord market survey for the second
quarter of the financial year, 67% of respondents reported increased tenant demand, meaning that
new tenant demand is at its highest level in five years, coupled with an expectation of rising rents.
However, there are clear adverse impacts from the economic situation, with landlords reporting
pressures on profitability and increasing incidence of arrears, and confidence metrics remaining
depressed, albeit slightly improving from the previous quarter.

A clear majority of mortgage intermediaries remained optimistic about the outlook for their own
businesses, with 85% stating they were confident or very confident (2022 H2: 91%). However their
levels of confidence in the outlook more generally had fallen since the survey carried out six months
earlier. Only 46% were that confident of the prospects for the mortgage industry (2022 H2: 91%),
falling to 43% for buy-to-let (2022 H2: 79%). The principal causes for concern reported were rising
interest rates, the UK cost of living and the prospect of a UK economic downturn more generally.

The UKF analysis of arrears and possessions for the first quarter of the calendar year, published in
May 2023, showed numbers of arrears cases for buy-to-let growing more steeply than for owner-
occupied cases, but remaining at relatively low levels historically, and with growth focussed on the
lightest arrears bands. Arrears in the buy-to-let market remained significantly lower than for owner-
occupied loans. Buy-to-let possessions also continued to grow, while remaining below historic
averages. This data might indicate that economic factors are beginning to impact performance, but
any overall trend is yet to be firmly established.

Overall, current research shows the buy-to-let market remaining strong, albeit with significant
headwinds in the economic outlook of market participants not yet clearly demonstrated in the
quantitative measures.
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Interim Management Report (Continued)

Mortgage Lending activity

The total amounts of the division’s lending in the six-month period are set out below.

Six months Six months Year
ended ended ended
31 March 31 March 30 September
2023 2022 2022
£m £m £m

Specialist buy-to-let 1,004.5 838.8 1,869.5
Simple buy-to-let 13.9 15.8 39.5
Total buy-to-let 1,018.4 854.6 1,909.0
Owner-occupied - 0.7 1.0
1,018.4 855.3 1,910.0

Total lending in the segment increased by 19.1% compared to the same period in the previous financial
year, continuing the strong performance seen towards the end of the 2022 financial year.

Overall buy-to-let lending continued to increase, building on the momentum established in the second
half of 2022. Total completions in the six months were 19.2% higher than in the first half of the 2022
financial year with specialist business up by 19.8%, with completions from the September 2022 new
business pipeline supported by the hedging arrangements already in place.

Applications in the first part of the period were impacted by market disruption around the financial
year end and general levels of economic uncertainty, causing the pipeline to reduce through the early
months of the period before beginning to recover after January 2023, reaching £810.9 million by
31 March 2023 (30 September 2022: £1,256.0 million, 31 March 2022: £1,337.8 million). While the
closing pipeline was 39.4% lower than a year earlier, it was continuing to increase, enhancing
prospects for the second half of the financial year.

The majority of the Group’s mortgage lending products offer fixed rates for an initial period, with
many customers choosing a new product, either with the Group or elsewhere, at the end of this fixed
period. A market shift in 2017 saw five-year fixed rate offerings become the dominant product and
the early tranches of that lending are now coming to the end of the five-year period. Retaining such
customers as their fixed rates expire has been a priority for the mortgage business in the period, with
this focus ensuring that over 70% of such customers whose deals expired in the period were retained.

Specialist intermediaries are the principal source of the Group’s buy-to-let business, and it continues
to develop its service proposition to ensure its business partners receive the service levels that they
deserve. The Group continues to monitor satisfaction levels amongst its brokers, with 72% of those
surveyed in the period saying that the Group provided better service than other lenders (2022 H1:
66%, 2022 FY: 66%).
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Interim Management Report (Continued)

This research also showed that 93% of brokers were satisfied with the ease of obtaining a response
from the Group (2022 H1: 89%, 2022 FY: 88%), delivering a net promoter score at offer stage of +58
(2022 H1: +46, 2022 FY: +43). The Group was also named ‘Best Professional Buy-to-Let Mortgage
Lender’ at the 2022/23 Your Mortgage Awards, its tenth victory in this category, further underlining
its customer service credentials.

The Group’s long-term programme of reengineering its mortgage business continued through the
period. This includes a thorough review and upgrading of all systems and operational processes to
align them with the Group’s strategy for the division and the overarching plan of digitalising
the business.

The value of the work completed in the previous period to improve the redemption and retention
process is demonstrated by results in this area in the period. The six months ended 31 March 2023
saw the completion of another major phase of the project, with the first release of a new landlord
portal readied for implementation. This new portal, which went live in May 2023, offers a better user
experience and increased self-serve opportunities, and will continue to be enhanced going forward.
The overall project continues and will provide additional service upgrades and new opportunities for
interaction between the Group and its customers and intermediaries as further phases are rolled out.

Environmental impacts

The Group understands the potential for climate change to impact its mortgage business and seeks to
mitigate risk through careful consideration of the properties on which it will lend. It also continues to
develop systems and refine data to allow its overall position to be measured and the behaviour of its
security portfolio under climate-related stresses to be better understood.

As part of its response to climate change, the Group offers a range of green buy-to-let mortgages on
all properties within the Group’s lending criteria. These products offer lower interest rates for energy
efficient properties with EPC ratings of C or higher, the currently accepted benchmark for energy-
efficient properties.

The Group, together with other UK banking entities, has been working with the UK Government to
develop a more consistent approach to the definition of green activities in the housing market and the
housing finance sectors. It is unlikely that significant progress can be made in greening the UK housing
stock until all market participants have a shared concept of what that should mean in detail.
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Interim Management Report (Continued)

The Group’s new lending volumes on green buy-to-let products in the six months ended
31 March 2023, which increased by 30.1% compared to the same period in 2022, are set out below.

£m £m £m
New lending on properties with:
EPCrated AorB 93.1 77.9 169.0
EPC rated C 364.7 273.9 663.2
Total rated Ato C 457.8 351.8 832.2
Percentage with available data 99.9% 99.4% 99.6%
(England and Wales)

The Group’s latest analysis identified EPC grades for 93.8% of its mortgage book by value at
31 March 2023 (30 September 2022: 92.8%, 31 March 2022: 90.8%). Of these 99.1% were grad