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Bradford & Bingley plc 
 
Pre-close Briefing – 29 November 2007 
 
“Bradford & Bingley has been resilient and resourceful through the current market turmoil. We 
have successfully funded the bank in very tough conditions and completed the disposal of our 
non-retail loan portfolios in line with our strategic focus on retail mortgages and savings. We are 
now even better placed to take advantage of opportunities in our market.”  
Steven Crawshaw, Group Chief Executive 
 
We expect underlying profit for the full year 2007 to be in line with the current market 
consensus1 
 
Lending volumes 
• Our pipeline of new business was at record levels at the half year and net new lending 

reflects this. We have continued to write good levels of new buy-to-let business and the new 
business pipeline at the end of October, whilst lower than June, was higher than a year ago. 

• Our forward sale agreements with GMAC and Kensington are continuing. We purchased 
£1.1bn in the third quarter from GMAC and our fourth quarter acquisition will be around 
£350m.   

 
Margins 
• The decline in the Group’s net interest margin has been broadly in line with what we 

expected at the half year.  Increased funding costs and the changing mix of funding will 
continue to be the main sources of margin pressure.  As these funding cost increases are 
being passed on to customers and our growth in the fourth quarter is lower, margin dilution 
is slowing.  

 
Credit Quality 
• Credit quality remains strong and, as expected, arrears levels have trended gently upwards 

since the half-year, consequently the impairment charge is expected to be higher in the 
second half of the year than the first. 

 
Funding and liquidity 
• In the current climate, liquidity management has become increasingly important and is likely 

to remain so well into next year.  We have a well-developed approach to funding and 
liquidity and consequently have access to a diversity of sources of funding and strong 
relationships.   

• We have raised £2.5bn of secured finance under our covered bond and master trust 
programmes in the six weeks ended 31 October, more than we had originally planned to 
raise throughout the second half of the year.  

• In addition, retail deposits have held up well, recovering from a dip in the middle of 
September to regain their upward path immediately. We are recording regular and 
substantial inflows of UK retail savings deposits and expect to end the year strongly, helped 
by the launch of the new postal account. We have supplemented our own savings brand 
with an online partnership with ASDA. The account is ASDA branded and we will act as 
deposit taker and manage savings on behalf of their customers.  



Page 2 

 
Treasury Assets  
• Given the significant amount of interest following disclosure by global investment banks, we 

feel it is helpful to summarise our small exposure to structured investment vehicles (SIVs) 
and collateralised debt obligations (CDOs) of mortgage-backed securities. 

• We have investments in four bank-sponsored SIVs amounting to £125m and CDOs of asset 
backed securities amounting to £140m. As at the end of October, no investments were 
permanently impaired and all SIVs and CDOs were performing satisfactorily. 

• However, this week we have learnt that one of our CDO investments of £20m has been 
further downgraded.  We will review whether this, or any other investment, has been 
permanently impaired at the year-end. 

• These assets are included within debt securities and treated as “available for sale” for 
accounting purposes.  This means that changes in market value are recorded in the balance 
sheet as changes to reserves and do not affect our profits or our regulatory capital position. 
As a matter of course all our debt securities, including these investments, are marked-to-
market monthly. Between July and the end of October the total mark to market movement 
on debt securities was a reduction of £82m.  

 
Capital 
• We are progressing towards the introduction of Basel II IRB during 2008. The IRB waiver 

was submitted at the end of June and the ICAAP document will be sent at the end of this 
week. 

• As part of our restructuring of the balance sheet, we had planned to issue preference shares 
or similar non-equity tier one capital, in conjunction with the share buyback, to achieve a 
more efficient capital structure.  Current capital market conditions have made this plan 
uneconomic for us and therefore we will review it in the new year. 

 
Disposals2 
• The £4.2bn raised from the sale of our Commercial and Housing Association mortgage 

portfolios announced on 20 November has further improved the Group’s liquidity and capital.  
We anticipate the loss on disposal of these sales to be between £15-40m, dependent mainly 
on the value of fixed rate elements of the portfolio when the housing association disposal 
completes in December. The proceeds will enable us to take advantage of the improved 
margins available in residential mortgage lending. 

 
Dividend 
• An interim dividend of 6.7p per share was paid in October.  Future dividends will continue to 

grow in line with underlying profits, balanced against the needs of growing the business. 
 
Operating Costs 
• Operating costs remain in line with expectations, reflecting continued productivity 

improvements in mortgage operations. 
 
Outlook 
• We remain confident about demand for buy-to-let mortgages.  The strong fundamentals that 

have underpinned the growth in this market remain. Rental levels are rising, landlords 
continue to add to their property portfolios and uncertainty in the housing market should 
drive further demand.  

• Competition in the UK mortgage market has decreased in recent months as wholesale-only 
funded lenders have reduced new lending or closed to new business.  This reduction in 
capacity has helped to rebalance supply and demand in a way that favours well capitalised 
lenders with a broader funding base, such as Bradford & Bingley. 

• Our positive response to the recent difficult market conditions has provided us with a secure 
balance sheet which positions us well to take advantage of profitable opportunities in our 
market.   
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Notes 
 
1. Consensus 
A B&B poll of 16 analysts indicates a mean consensus forecast for 2007 underlying profit before tax, 
hedge ineffectiveness and profit/loss on disposals of £356.6.m within a range of £305.0m to £374.8m. 
 
2.  Impact of Disposals 
On 20 November, we announced the disposal of our commercial and housing association mortgage 
portfolios.  The contribution these assets made to the Group’s performance is set out below: 
 
FY 2006 
£m 

Continuing 
Operations 

Discontinued 
Operations 

Group 

Net interest income 464 46 510 
Non interest income 101   4 105 
Total income 565 50 615 
Costs (269)   (3) (272) 
Impairment    (8)   1    (7) 
Underlying PBT  288 48 336 
  
H1 2007 
£m 

Continuing 
Operations 

Discontinued 
Operations 

Group 

Net interest income 248 23 271 
Non interest income   52   2   54 
Total income 300 25 325 
Costs (138)   (2) (140) 
Impairment    (6)   1    (5) 
Underlying PBT  156 24 180 
 
 
Conference call details 
Bradford & Bingley will hold a conference call at 0930 hours today with analysts and investors to 
discuss the information that is contained within this statement.   
 
Live dial in number:  +44 (0)208 996 3900 
Passcode:   860051 
 
48-hr replay dial in:  +44 (0)207 136 9233 
Passcode:   5599 2699 
 
The replay of the conference call will also be available on our website at www.bbg.co.uk 
 
Forthcoming events 
2007 preliminary results announcement  13 February 2008 
Ex-dividend date     19 March 2008    
Record date      25 March 2008 
Dividend payment date    02 May 2008 
 
Contacts: 
Investor Relations 
Katherine Conway 
+44 (0) 1274 554928 
Neil Vanham 
+44 (0) 1274 806341 

 
 
Media Relations 
Simon Moyse, Finsbury 
+44 (0) 20 7251 3801 
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Disclaimer 
This document may contain forward-looking statements with respect to certain of the plans and current goals and 
expectations relating to the future financial condition, business performance and results of the Bradford & Bingley 
Group.  By their nature, all forward-looking statements involve risk and uncertainty because they relate to future 
events and circumstances that are beyond the control of the Bradford & Bingley Group including, amongst other 
things, UK domestic and global economic and business conditions, market related risks such as fluctuations in interest 
rates and exchange rates, inflation, deflation, the impact of competition, changes in customer preferences, risks 
concerning borrower credit quality, delays in implementing proposals, the timing, impact and other uncertainties of 
future acquisitions or other combinations within relevant industries, the policies and actions of regulatory authorities, 
the impact of tax or other legislation and other regulations in the jurisdictions in which the Bradford & Bingley Group 
and its affiliates operate.  As a result, the Bradford & Bingley Group’s actual future financial condition, business 
performance and results may differ materially from the plans, goals, and expectations expressed or implied in these 
forward looking statements. 
 


