b“
-
[

iéeds Building Society
'2016 Annual Results




Disclaimer

NOT FOR DISTRIBUTION TO ANY U.S. PERSON OR TO ANY PERSON OR ADDRESS IN THE U.S.

IMPORTANT: You must read the following before continuing. The following applies to the presentation materials following this page, and you are therefore advised to read this
carefully before reading, accessing or making any other use of the presentation materials. In accessing the presentation materials, you agree to be bound by the following
termsand conditions, including any modifications to them any time you receive any information from us as a result of such assess.

This presentation is the property of, Leeds Building Society (LBS).

The investments and services contained herein are not available to private customersin the United Kingdom.

By receiving this presentation, each investor (i) acknowledges that any offering is being made only outside the United States to non-U.S. persons in reliance upon Regulation S
under the U.S. Securities Act Of 1933 and (ii) is deemed to represent that it is not a U.S. person within the meaning of Regulation S and is not accessing the presentation from
a location within the United States its territories and possessions (including Puerto Rico, the U.S. Virgin Islands, Guam, America Samoa, Wake Island and the Northern Mariana
Islands or the District of Columbia). If you are unable to agree to and confirm each of the items above, then you will not be eligible to view the presentation and you must
destroy all copies of the presentation immediately and notify us forthwith of having done so. By electing to receive this presentation, you represent, warrant and agree that
you will not attempt to reproduce or re-transmit the contents of this presentation by any means.

This presentation does not constitute a prospectus or other offering document (an "offering document™) in whole orin part .Information contained in this presentation is a
summary only. Under no circumstances shall these presentation materials constitute an offer to sell or the solicitation of an offer to buy securities by. In particular, nothing in
this presentation constitutes an offer of securities for sale in the U.S. Recipients of these presentation materials who intend to subscribe for or purchase any securities are
reminded that any subscription or purchase may only be made on the basis of the information contained in any final offering document.

These presentation materials may only be communicated to persons in the United Kingdom in circumstances where section 21(1) of he Financial Services and Markets Act
2000 does not apply or to whom this document may otherwise be lawfully communicated. As such, this communication is made only to persons in the United Kingdom who (i)
have professional experience in matters relating to investments or (ii) are high net worth entities falling within Article 49(2)(a) to (d) of the FSMA (Financial Promotion) Order
2005 or certified high net worthindividuals within Article 48 of the FSMA (Financial Promotion) Order 2005 (together, "relevant persons”).

The information given in this presentation is not intended to be relied on either as particular advice or for making investment decisions. By receiving this presentation 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 documentin making a determination as to whether to invest in any securities offered.

Although the statementsof factin 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 estimatesincluded in this presentation
constitute Leeds Building Society's judgement, as of the date of this presentation and are subject to change withoutnotice.

Certain statements in this presentation may constitute "forward-looking statements”. These statements reflect the LBS’ expectations and are subject to risks and uncertainties
that may cause actual results to differ materially and may adversely affect the outcome and financial effects of the plans described herein. You are cautioned not to rely on
such forward-looking statements. LBS disclaims any obligation to update their view of such risks and uncertainties or to publicly announce the result of any revisions to the
forward looking statements made herein, except where they would be required to do so under applicable law.

If these presentation materials have been sent to you in an electronic form, you are reminded that documents transmitted via this medium may be altered or changed during
the process of electronic transmission and consequently neither the LBS nor any person who controls it nor any director, officer, employee nor agent of it or affiliate or any
such person accepts any liability or responsibility whatsoever in respect of any difference between the presentation materials distributed to you in electronic format and the
hard copy version available to you on request from the Issuer.
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* Founded in 1875, and now the 5th largest building society
* Over 756,000 members with 62 branches in the UK, Ireland and Gibraltar
» Business model is built on providing a secure home for savers’ funds and helping people buy homes

» Originates mortgages secured on residential property, for owner occupation, including shared ownership and for buy
to let purposes. These are sourced through our approved network of mortgage brokers, branch network and direct
service

* As a building society, we are required to fund the majority of mortgage lending with members’ savings. We offer
savings products in branches, by post and online

* We also offer a complementary range of mortgage related insurance products and other investment services
* Long term profitability sufficient to support sustainable organic growth
» Expense ratios remain amongst the lowest in the building society sector

* One of only three Societies with an A rating with both Moody’s and Fitch which has been maintained throughout the
last ten years

Moody s Negative

Il »  » s
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To be Britain’s most successful building society

Progress in 2016

‘Our purpose is to help people save and have the home they want. We will continually

Mission:

Customer Focussed

To support the aspirations
of a wide range of
borrowers and savers, in
particular those who are
not well served by the
wider market

e Savings rates in the market
reduced further in 2016, yet the
Society continued to offer a
compelling product proposition
and was able to pay higher
savings rates than the market
average.

e Gross mortgage lending was a
record £4.0bn and was above
our natural market share.

will help our members get on with life’

Secure

To generate strong levels
of profit which are retained
in the business to build a
solid platform for growth

* The Society’s risk management
capability has increased and it
has submitted an application to
the PRA to use IRB.

* The Society maintained strong
CET1 and leverage ratios as the
Society increased lending in low
risk residential loans.

* Progressed investment to
maintain resilient IT systems
and mitigate the risks associated
with developing cyber threats.

Service Driven

To deliver outstanding
personal service to all our
members

 Customer centric processes are
being developed so that
members can engage with the
Society across their chosen
method of communication: web,
email, smartphone, telephone or
mail.

Colleague engagement and
leadership scores continued to
be in the top quartile for the
financial services industry. The
Society retained its one star
accreditation from the Best
Companies survey.

adapt to anticipate our members’ changing needs and by doing the things we do well, we

Delivering value to a growing membership

Efficient

To continue to reinvest in
the business to improve

efficiency, whilst being
intolerant of waste

e The Society has established a
continuous improvement team
to lead initiatives to deliver
efficiencies in customer
administration processing.

 These efficiencies include a
reduction in the number of days
to issue mortgage offers to
under nine days.

* An increase in customer
administration being processed
in the same day.
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We target lending based on the needs of our customers

Traditional Complex Investment & :
Residential Wealth Assisted Purchase

. i » Shared Ownershi
ms;nféweﬁv g157bn  * Interest Only £3260 . Byy to Let £3950 . Shared Equity P cabn
* VIE- * Part & Part :
« Limited higher LTV up * Holiday Let * Help to Buy
to 95% * Right to Buy

We operate in traditional mainstream segments as well as in segments which are less well served that offer premium margins
for the risk involved

Attractive risk adjusted Sufficient volume to Supportive Ability to demonstrate
return create scale and regulatory/political and clear selling points

sustainability but social trends and synergies for LBS
remain underserved

Market size as at 2015, Source: CACI 5
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_ i The savings market is split into four main segments, three of which we operate in:
Our product range will be :
focused on straightforward cash
savings offering a superior return :
to our members Current
: Accounts
Market size

Market size Market size Market size
c£330bn c£327bn c£591bn c£142bn

4 v v

Instant Access Fixed Rate

We aim to pay savings rates

above the market average

We will continue to operate a We expect to continue to grow in all three segments and see particular
competitive retention model, i opportunity in the ISA market, which is supported by government policy that has
helping to build back book loyalty i encouraged the long term prospects for this segment.

We regard our highly trained
colleagues and strong brand as

key enablers for our savings We will build a

Members will be In the future

0 >
market strategy able to access and % branches will be E scalable ISA
service savings c increasingly used © proposition, which
: products through S for offering S works well in the
Our customer led approach will digital and mobile M guidance and O digital space and
deliver a realisable benefit channels helping customers, % has flexibility across
through greater loyalty and : as opposed to — allISAtypes
advocacy driving transactions

Market size as at 2015, Source: CACI 6
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2016 Business Highlights

We paid
5o Record savings Total assetsup 17.9% to

Grass residential
lendingexceeded 1 4 6 6 0/0 balances up 13% to
Ea"@@ﬁ to our savers compared 'El 1 -an E%Q?;ggn

to the rest of market
B 3 il ! .
12015 €3 1bn) average of0.97% [2015:£9.9bn)
We've helped
57,700 more
Wil helped = people save for
53 700 e = their future.
prople heve ==
the home they
wark,
] Anannual benefit
} to all our savers
o of over £69m.
Pre-tax profit ;
up 7%to Commeon Equity
Tier 1 Capitalis
I r I Customer satisfaction
E ]2.015§;E§ | g [} 1 5 s 2 0)/0 e Collcag:e
(2015 .5m P2 : engagement score
4 {2015:15.5%) 92 0[0 up 2% to
: (2015:91%) Wehavean ungoing 78 %
commitment to be 20115 The
customer focusedin 12015:76%)
everything we do.

eeds Building Society

Reserves available L a—
to protect us from T T
future problems ]

.

Source: Leeds Building Society Annual Results, as of 31st December 2016
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* Mortgages and Loans increased by 18% to

£13.1bn

¢ Savings balances increased by 13% to

£11.2bn

 Gross mortgage lending increased by 29%
to a record £4.0bn, taking the Society’s
market share to 1.61%, significantly higher
than its natural market share of 0.94%

Mortgage Balances
13,100

11,100
9,800

7600 8600 I I

2012 2013 2014 2015 2016

Retail Savings (Em)

11,233
8622 9,182 9,933

2012 2013 2014 2015 2016

7,738

New Residential Lending (Em)
4,000

2 700 3,100

2,200
1,700

2012 2013 2014 2015 2016

Source: Leeds Building Society Annual Results, as of 31st December 2016
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2016 2015
(Em) (Em)

Net Interest income 201.8 207.5
. Profit before tax rose by 7% to a record £116.6m Other Income 10.2 11.4
. ) . 0 .
Ptost taxt gré)g;/s as a % of mean assets remains Management Expenses (88.7) (77.0)
ron .58%
strong a Depreciation (3.2) (2.7)
« A significant reduction in impairment losses, mainly Loan Loss Charges 03 (18.5)
due to the reduced impairment charge on the FSCS & Other Provisions (3.9) (8.8)
commercial loan portfolio Impairment Losses on land and buildings (0.5) 0.0
) Investment property for value movement 0.0 (3.4)
. The total tax charge increased by £11m as a result of
the banking surcharge
Tax (30.6) (19.6)
Profit Before Tax (Em) Net Interest Income (Em)
116.6 207.5 201.8
s 184.8
87.9 163.2
133.2
64.2
54.6

2012 2013 2014 2015 2016 2012 2013 2014 2015 2016

Source: Leeds Building Society Annual Results, as of 31st December 2016
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. Net interest margin decreased to 1.37% in 2016,
compares strongly with peers

. The decrease was largely due to stronger competition in
the mortgage market and increased customer retention
activity

. We continue to pay higher than market average savings
rates to members

2015 to 2016 Actual NIM% Bridge (bps)

162
8
27
12 137
3 IIIII

Y N
N & & & & N
< & XS RS o ©

o¥ K IS S S ®
N \© X < N N
Vv ) (4 N4 P Vv
< <& Qf'b >
S ®

Net Interest Margin as % of Mean

Assets
. 1.62%
1.50% 1.58%
1.37%
1.32%
2012 2013 2014 2015 2016
NIM % versus Peers
1.62%
1.52%
1.37%
1.21% 1.18%
I B I
O
. 00$\ AQ‘Q \L\Q\' \fe'e <'>Q
XN (JO S &
N N3

Source: 2016 Annual Results and 2016 Interim Results

Leeds Building Society
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. Costs increased to accommodate investment to support
future growth

. The cost increases of the last 3 years are expected to
slow as the Society realises efficiencies from its
investment programme

. Ratios demonstrate top quartile efficiency vs peer group

Management Expenses (Em)

Average Headcount (FTE) 1,211
967 1,092
812 865 =
562 79.2 91.9
55.5 ’
2012 2013 2014 2015 2016

Cost Ratios

0.62%  0.62%
0.57% B i

2012 2013 2014 2015 2016

—==Cost income ratio B Cost asset ratio

Key Investment Areas

1 1 1

Lending transformation
Omni-channel proposition
Credit Risk Management

Digital & IT capability

Source: Leeds Building Society Annual Results, as of 31st December 2016

Leeds Building Society
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* CET1 capital resources have increased by £88m during
2016 primarily driven by strong profit performance.

* RWAs have increased as a result of the growth in
residential lending.

 CET1 ratio of 15.2% and leverage ratio of 5.2% are
comfortably above our regulatory requirements

« The Society remains well placed to meet regulatory
capital requirements, including MREL, as they continue

2016 2015

Capital resources (Em)

Common Equity Tier 1 (CET1) capital 871
Additional Tier 1 capital 15
Tier 2 capital 28
Risk Weighted Assets (RWAS) B, /&
CRD IV capital ratios

CET1 ratio 15.2%
Leverage ratio 5.2%

15.2%

CCB (2.5%)**

to evolve Pillar 2a (2.5%)*
Pillar 1 (8.0%)
28
15
N End State
871 i
Bulling CRDIV
Requirements
3%
c 8= B _ ol ~F £_ 8
=2 §TE e 53 FoES
Z8 R T § = 8 fess
E £ 5 Si- @ 8 O c 3 a g
85~ 2 i 2 - ¥ Cesiy Expected Regulatory
e Minimum

783
18

29

5,046

15.5%
5.5%

Source: Leeds Building Society Annual Results, as of 31st December 2016

Leeds Building Society

*Pillar 2a is the sum of variable and fixed add-ons.
** CCB is the 2019 end point position (0.625% at Dec’16).

All capital ratio’s have been presented under end state CRDIV
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2016 New Lending

Complex
Customer
7%

Investment
& Wealth

24%
Mainstream

56%
Assisted

Purchase
13%

New Lending LTV Distribution

15%

W <60%
<70%
<75%
<80%

W <85%

H <90%

m>90%

* We remained focused on helping borrowers who are not well

served by the wider market by supporting first time buyers,
Shared Ownership, Affordable Housing, Help to Buy and
Interest Only

*  Combining this with our mainstream and Buy to Let lending,

our record mortgage performance in 2016 was achieved
across a balanced product range

» The Society’'s market share of new mortgage lending was

1.61% (2015: 1.43%)

Margin Maximum LTV Average
LTV

Mainstream Low- Up to 95%. .
Medium Only 10% above 85%. o

Assisted Purchase Shared Ownership —

SliEEe Gy Cu Premium  Up to 95% of borrower 42%

assisted, Right to Buy,

Shared Equity share'
Investment & Wealth
BTL, Holiday Let, Second Premium BTL = Up to70% 53%

home

Complex Consumer . =
P Premium Interest Only = Up to

Interest only 60% 43%

Source: December 2016 Internal Reports

Leeds Building Society

T Maximum borrower share up to 75%
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» Gross mortgage lending increased by 29% to £4bn, (2015 : £3.1bn)

* Redemptions as a proportion of the mortgage book were broadly similar to the previous year, and in 2016
totalled £2.1bn

* Retention of existing mortgage customers played a key role in our lending performance in 2016 and we retained
£1.3bn of balances in a follow on product

» This strong performance resulted in record net lending of £1.9bn, an increase of 35%

£4.0bn £(2.1)bn

£13.1bn
£11.1bn £2.7bn

£1.3bn

Residential Mortgage Portfolio  New Mortgage Lending Mortgage Redemptions and Mortgage Maturities Mortgage Retention Activity Residential Mortgage Portfolio
at 31st Dec 2015 Other Repayments at 31st Dec 2016

Source: December 2016 Internal Reports

16
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Mortgage Book

« The arrears ratio® reduced to 1.02% compared to 1.43% at Ccui:‘]c,pr:-le:r/_{)therl%
the end of 2015 e

. . . . Investment
» Sustained improvements in the economy, continued low & Wealth
interest rates and high quality lending are the main drivers S -
of the improvement in the arrears ratio 2 bt

Assisted
Purchase
*  Proportion of the book above 90% LTV has reduced to 15%
c.3%

Indexed Loan to Value Distribution of

Total Portfolio Portfolio Arrears (3+ MIA)

6%

B E =
4%

3%

40%
- ‘V\A—\\
20%
1% \
0%

100%
80%

60%

2011 2012 2013 2014 2015 2016 0%
m— <=50% 50% - 60% 60% - 70% 2010 2011 2012 2013 2014 2015 2016
70% - 80% mmm 80% - 90% > 90% . . X
Average LTV 2 = Core Residential Buy to Let Shared Ownership
Source: December 2016 Internal Reports 1 measured as those either in possession or arrears of more than 1.5% of the balance

2 Average Indexed LTV weighted by balance

17
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* Retail savings from our members remain at the Funding Profile (Em)

heart of our funding strategy. The majority of our
lending continues to be funded by our members

2,531
1,971
1951 1,704
» Savings balances increased by 13% to a record ’ Wholesale
£11.2 billion (2015: £9.9 billion) m Retail
7,738 8,622 9182 299
e We paid on average 1.66% to our savers

compared to the rest of the market average of ' '
0.97%?! which equates to an annual benefit to our 2012 2013 2014 2015 2016
savers of over £69m

3,401

Retail Funding Mix
2%

e In 2016 we increased our market share? of
savings and grew deposits by more than £1bn for
the first time

24%

M Fixed rate bonds
43% Fixed rate ISA's
Administered

Tracker and Other

31%

1Source: CACI CSDB, stock, January — November 2016 — CACI is an independent company that provides financial services
benchmarking data and covers 85% of the high street cash savings market.
2 Savings market share defined as mutual sector net retail savings as published by the Building Societies Association 19
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» The Society continues to access wholesale markets and has a portfolio of wholesale funding, including TFS, totalling
£3.4 billion (2015: £2.5 billion) which equates to 21.7% of SDL’'s

* The Society has benefited from favourable funding conditions in the first half of 2016 and raised a further €500 million
under the Society’s covered bond programme

* The Bank of England responded to the outcome of the EU referendum by launching the Term Funding Scheme (TFS)

* The Society has drawn down a total of £550 million under the TFS. As a result, the Society’s wholesale funding ratio

increased to 21.7% (2015: 20.3%)

* The Society’s NSFR is 131% (2015: 133%) compared to an expected regulatory minimum of 100%

Wholesale Funding Composition

90
18% &

9%

25%

39%

H Time Deposits

Securitisation

Covered Bonds

Medium term note

® Term Funding
Scheme

Wholesale Maturity Profile (Em)

300

250
72
H1 | H2 | H1 | H2
2017 2018
H RMBS

Covered Bond

550
100

350 350
250

150

399
19

211
50
H1 | H2 | H1 | H2 | H1 | H2 | H1 | H2

2019 2020 2021 2022

Senior Unsecured FLS ®TFS

Figures are all GBP equivalent and correct from 31t December 2016

RMBS repayments modelled using current CPR expectations

Leeds Building Society
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Liquidity (Em)
18.5%

17.6%
A " 16.2% 15.8%
A A 14.00%
A
2012 2013 2014 2015 2016

Liquidity Portfolio (%)

5%

7% [ | Ca?sh and balances
with BoE
8%
? UK Government

Securities

48% Supranationals

UK Mortgage Backed
Securities

32%

H Covered Bonds

Liquid assets at the end of 2016 were £2.0
billion compared to £1.7 billion at the end of
2015

99% of the portfolio is High Quality Liquid Assets
(HQLA) compared to 93% in 2015

The Society also has access to contingent
liquidity through the Bank of England’s Sterling
Monetary Framework and the European Central
Bank

The Society's LCR is 179% (2015: 194%),
compared to the regulatory minimum of 100%

Source: Leeds Building Society Annual Results, as of 31st December 2016

Leeds Building Society
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2016 has been another successful year for the Society and represents solid progress in delivering its vision to be
the UK’s most successful building society

The vote to leave the EU has created political and economic uncertainty for the UK. Whilst in the second half of
2016 the economy has performed positively, OBR forecasts predict a slow-down in the coming period

Inevitably any slow-down will impact both house prices and the number of house purchase transactions taking
place. Coupled with increased competition and continuing low interest rates margins are likely to reduce further
which may constrain the Society’s ability to grow

However, the Society will continue to grow whilst market conditions allow it to do so profitably

The overriding objective remains to deliver sufficient profit to support growth, whilst ensuring a strong and
sustainable financial position

The Bank of England is expected to continue its programme of stimulus, notably the Term Funding Scheme. This
will provide low cost funding, which may further reduce market rates paid to savers over 2017 and beyond

Leeds Building Society
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Robin Litten

Chief Financial Officer
rlitten@leedsbuildingsociety.co.uk
+44 113 225 7506

LeedsBuilding Society

Paul Riley

Director of Treasury
priley@Ileedsbuildingsociety.co.uk
+44 113 225 7525

Leeds Building Society

Mark Taylor

Head of Capital Markets
mtaylor@leedsbuildingsociety.co.uk
+44 113 216 7415

LeedsBuilding Society

Ruth Mawson

Head of Treasury Markets
rmawson@leedsbuildingsociety.co.uk

+44 113 216 3262

Website: http://www.leedsbuildingsociety.co.uk/treasury/

Email: investorrelations@leedsbuildingsociety.co.uk

Leeds Building Society
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