Paragon Banking Group PLC

Record profits and strong new business momentum

Financial results
Six months ended 31 March 2021
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Active period for business development
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Operating profit £82.9 million, up 44.9% on H1:20

Underlying EPS +43.2%

Stable asset yields and lower deposit costs supporting improving NIM trajectory
Provisions sharply lower with coverage maintained

Dividend at 7.2p in line with policy

Recovery in core lending markets with growing momentum
Period end pipelines strong with cautious risk appetite maintained

Deposit balances +25% year-on-year with broader channel penetration

Green Tier-2 bond issued — almost 300 basis points below previous Tier-2 bond rate
Securitisation refinancing delivering capital, LIBOR transition and NIM benefits
CET1 16%, good IRB progress

Capital strong — £40 million share buy-back announced



Key priorities

Protecting our people

Supporting our customers and partners

Protecting our capital

Enhancing our franchise
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90%+ working from home throughout
Wellbeing support maintained
Return-to-office in pilot — safety always the priority

Payment holidays reduced to negligible levels
CBILS/BBLS extended primarily to existing customers
Early signatory to new Government-backed Recovery Loan Scheme

Prudent impairments and strong capital ratios

Strong customer and intermediary engagement — enhanced reputation

Market share growth

Growing diversification across portfolio and within product lines

Increasingly technology enabled — investment in digital platforms as we continue
to improve customer experience, efficiency and data analytics
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Six months ended 31 March 2021

Richard ] Woodman
Chief Financial Officer



Income statement

£ million
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Net interest income 147.5 141.4 +4.3%  Supported by attractive deposit pricing

Other income 7.2 8.3 (13.3%) Serviced portfolios running down
Total operating income 154.7 149.7 +3.3%

Operating expenses (65.8) (62.5) +5.3% H1:20reductions not repeated in H1:21
Pre-provision profit 88.9 87.2 +1.9%

Impairments (6.0) (30.0) (80.0%) Coverage levels are unchanged
Underlying profit before tax 82.9 57.2 +44.9%

Fair value net gains / (losses) 13.5 (0.1) Strong recovery reflecting yield curve dynamics
Profit before taxation 96.4 57.1 +68.8%
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Segmental results

Continued strong growth in core Mortgage and Commercial Lending divisions

Underlying £ million Mortgage Lending Commercial Lending Idem Capital Central Total
Total operating income (H1:21) 106.0 50.6 11.0 (12.9) 154.7
Change (v H1:20) 6.9 7.2 (2.5) (6.6) 5.0
Operating expenses (8.7) (11.7) (2.5) (42.9) (65.8)
Change (0.3) 1.1 0.7 (4.8) (3.3)
Pre-provision profit 97.3 38.9 8.5 (55.8) 88.9
Change 6.6 8.3 (1.8) (11.4) 1.7
Provisions for losses (4.9) (1.3) 0.2 - (6.0)
Change 8.9 14.2 0.9 - 24.0
Contribution 92.4 37.6 8.7 (55.8) 82.9
Change 15.5 225 (0.9) (11.4) 25.7
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Deposit-led pricing improvements accelerated NIM
recovery from H2:20 2.40

2.32

2.29
2.30 2.24

2.20 2.16
2.09

* New business yields have remained stable in core divisions

* Continued amortisation of low-yielding legacy portfolio

HY 2017 HY 2018 HY 2019 HY 2020 HY 2021

* Deposit volume up strongly, attractively priced

*  TFSME drawings increased and TFS repaid : , 220
.14
* Gains from wholesale funding refinancing offset Tier-2 tender costs

*  Following slide demonstrates key themes 1.80

HY 2017 HY 2018 HY 2019 HY 2020 HY 2021




L
Structural improvement in NIM paragon

Direction of travel renewed after base rate impacts in 2020

9% Drag from Idem Capital materially less significant from 2021
0

7.76%

8% °

7% 11.2%

0

6%

5%

° 2
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1.75%
2% 54.0%

0%

Legacy mortgages Group New mortgages Commercial Lending W Legacy mortgages New mortgages Commercial Lending M Idem Capital




Funding bridge paragon

Repositioning funding mix to support SMEs, de-risk LIBOR transition and retire legacy instruments
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FY 2020 Borrowings  Savings TFSME Repo T2 Bonds TFS SPV/Warehouses  Retail Bonds H1 2021 Borrowings

* TFS repayments replaced with TFSME drawings
* Savings book growth continues with further expansion of distribution channels
* Several legacy securitisations collapsed to aid LIBOR transition project and reduce encumbrance
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Underlying cost:income ratio (%) |

60 57.8 56.8 . Group exc. ldem
55 Group
48.6
2020 benefitted from reduced investment and variable >0 "
remuneration costs 45 i
. . . 40
Investment plans remain on track, with key projects underway
in Mortgage and Commercial Lending divisions; Mambu deposit 35
platform management system went live in the period 30
. 25
Share price recovery moves share-based cost accruals back to more
normal levels following a write back in H1:20 — average of H1:20 and 20
H1:21in line with prior periods 15
. . . 10
Cost:income impacted from lack of new business volume
in H2:20, volume trajectory now restored 5
0

H12015 H12016 H12017 H12018 H12019 H12020 H12021
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Prudent multiple economic scenarios

*  Four scenarios updated from September 2020, severe = BoE 2021 stress

*  House prices proved ext.remely res!llent, in part a function of stamp duty Weighting o o e G

changes. Outlook remains uncertain and prudent approach taken in

impairment modelling, severe assumptions harsher than BoE 2021 stress Impact of 100% £68.2m £58.4m £87.9m £123.7m
* Payment holiday PD floors maintained, together with staging approach for T

extensions Variance to (£14.2m) (£24.0m) +£5.5m +£41.3m
+ Additional PMA added, equivalent to 10% / 40% weighting for downside / reported

severe scenarios — further details in impairment review
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Payment holiday overview

Payment holidays almost fully exhausted

£2.7 billion of balances in aggregate, now below £0.03 billion
3,500

Focus on post-holiday performance and any associated stress 000
’ g5y 2645 2,666 2679 2675 2673 2,675 2673 2674 2,672 2668 2,661

Performance in post-furlough / SME-support environment 2,500 2,346 I

monitored closely
2,000
1,000 5
673 LY

value improving  -33.7 | :
500 I
>

Value deteriorating D 22 0
TS0 B N N L
3 Q 2 O S Q o @ 2 2 o Q
Net movement ( . 35 ) oy N Yo o 9 > <& v
N -
~
r I Holiday In Force - Initial s Holiday In Force - Extension
-50.0 -40.0 -30.0 -20.0 -10.0 0.0 j10.0 20.0 30.0 40.0 50.0
I [ Holiday Expired - Initial mmmms Holiday Expired - Extension
Redeemed eeeeee Holiday In Force - Total

|
No significant further stress detected
on payment holiday population
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. . . . Impairment overla
Cautious approach at interim, results in stable coverage ° Y |

* Underlying modelling reflects improving macro environment

* Core PMA approach maintained from year-end position

Calculated provision £41.9 £62.0 £54.9

* Additional PMA equates to weighting adjustment to reflect
uncertainties over post-Covid performance PMA

(for payment holidays and lagged effects) * ) £19.8 £27.5
*  Weightings and PMAs to be assessed once tangible evidence of pay Y g8
Covid-recovery is seen Total £41.9 £81.8 £82.4
* Disclosures show impacts of weighting approach
P ghting app Coverage ratio 0.34% 0.64% 0.64%

* Interim v 2020 year end v IFRS 9 transition

* PMA — Post Model Adjustments

Indexed credit behavioural scores by portfolio

e T ] s s s
Central 40% 40% 40% ARG
Upside 30% 10% 10% B — 100.7
Downside 25% 35% 35% Legacy 100.0 1008
Cavame 5% 15% 15% New second charge mortgages 100.0 101.0
Total provision £64.0m £73.4m £82.4m Legacy second charge and Idem Capital assets 100.0 104.2
Coverage ratio 0.50% 0.57% 0.64% Motor finance 100.0 102.3




Capital movements during the period
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Combination of strong earnings and improved balance sheet structuring underpin ratio enhancement

CET1 ratio

20%

18%

16%

14%

12%

10%

8%

6%

4%

7.1%

FY 2020

0.0%

IFRS 9 transitional
adjustment

Retained earnings

0.1%

Net lending growth

m Tier-1 capital

(0.3%)
|

Dividends

Other movements

M Tier-2 capital

H12021

Total capital

8%

7%

6%

5%

4%

3%

2%

1%

0%

UK leverage ratio

UK leverage ratio
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Group consolidated capital

Core Equity Tier-1 capital * £1,057.3m

Tier-2 capital £l CET1 and TCR remain strong

Total capital resources £1,203.8m Capital surplus over regulatory requirement exceeds £0.4 billion
Credit risk £6,052.2m (reflects CCyB at 0%)

Operational risk £544.3m Capital requirements reduced following C-SREP

Market risk - Pillar 2A reduced from 2.96% to 0.86% year-on-year

Q= LT Fully loaded CET1 and TCR are 15.5% and 17.7% respectively
Total risk exposure £6,616.0m

CET1 ratio * 16.0%

Total capital ratio (TCR) * 18.2%

Phase 2 underway for BTL

Group consolidated leverage ratio
E : Development finance slotting approach expected to be submitted

Tier-1 equity * £1,057.3m to PRA in early 2022

* %k
LTI GH{pesllE el IRB remains a key element in our levelling-up strategy

UK leverage ratio * 7.7%

* Including IFRS 9 transitional relief of £41.4m, adjusted for dividends and subject to verification

** Excludes qualifying central bank claims in accordance with rule modification applied to UK Leverage Ratio Framework
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Nigel S Terrington
Chief Executive



Strategic pillars and disciplines paragon

| Strategic pillars Strategic disciplines

Experience and
data driven

Self-funding

Levelling the

playing field Low risk

Culture ‘ Prudentially strong

Sustainability
Customers
Diversified

Technology

enabled Specialist

{0) | V)

Focused and
customer centric
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A long-term sustainable business paragon

Our approach to sustainability

Sustainability is central to our long-term success and it influences every aspect of our business
At Paragon, sustainability means:

* Reducing the impact our operations have on the environment

* Ensuring we have a positive effect on our stakeholders and communities

* Delivering sustainable lending through the products we offer and markets in which we operate

We focus on six key priorities:

Helping customers Working better Supporting communities
*  Customer support through Covid *  Equality, Diversity and Inclusion (EDI) Network *  Employee volunteer scheme
* Insight team augments customer *  Gold Investors in People accreditation *  Charity of the year chosen by employees

understanding *  Comprehensive employee wellbeing *  Donations to local charities
*  Supporting vulnerable customers programme

-,
S % @

Caring for our environment Lending sustainably Doing business responsibly
©  Green Charter outlines environmental ©  Green Bond issued in 2021 : f;rudul:e‘jtotrr‘]””e learning for all employees

commitments *  Green further advance range in BTL roughou ) € year, . )
*  Aligned to principles of 15014001:2015 © EPCA-Cbuy-to-let mortgage product : Eompreg??lst've /':jn;'/l‘b;'ber\;fnd Corrllj_pftlon,
*  FTSE4Good accreditation *  Climate change designated as a . SL:JmEIiin ngod: E?Con(;uitm L

@ principal risk for the Group PP @
FTSE4Good g




Buy-to-let e

Strong recovery in lending, aided by stamp duty holiday, at even more conservative LTVs

New lending Redemptions Net loan book

°  £714.9 million advances (H1:20: £752.4 million) ° Better customer retention *  £10.9 billion, up 4.7% on H1:20

*  Pipeline £926.7 million, up from £789.8 million *  Overall rate dropped from 7.8% to 6.8% *  Buy-to-let NIM 1.85% (H1:20: 1.81%)
at end of H1:20, £868.1 million at FY:20 with *  Modest tick-up ahead of scheduled end * Legacy book now £4.2 billion

stronger yield to SDLT holiday (H1:20: £4.5 billion)
*  Specialist lending completions 96% (2020: 92%)

400

1,600 1,000 12,000 2.00%

1,400 . 350 Leeeseeneee i 1.80%

____ 800 10,000 vesse® * o

£ 1,200 . £ 300 T iig;

a . B e = & £ 8,000 o

- 1,000 600 & o 250 f 1.20%
S 800 2 S 200 S 6,000 1.00% =
T = a @ z

2 600 400 g £ c 0.80%

2 a g 150 3 4000 0.60%

& 400 3] = SeeH

200 o< 100 0.40%

200 2,000
50 0.20%
0 0 o 0 0.00%
H12018  H12019  H12020  H12021 12018 12019 12020 12021 H12018  H12019  H12020  H12021
mmmmmm Applications  cececeses Pipeline Hlegacy H New book mmms Specialist EEEEEEE Amateur ceeeceee- NIM




Proven resilience of business model through the pandemic

Asset backing transformed since 2008

Average LTV 64.4% (Sept-08: 80.7%)

LTV greater than 90%, 1.7% (Sept-08: 30.9%)

LTV greater than 80%, 2.9% (Sept-08: 63.4%)
Improving margins boosting risk adjusted returns
Payment holidays reduced to negligible levels

Arrears rate — 3mths+ (bp)

350 Paragon buy-to-let

300 @ K Finance buy-to-let (inc. RoR)
250

200
150

100

50 54bp
22bp
0
0 D o — o~ [22] < wn ©o ~ 0 a o
o o - - - P - — — - — — N
o o o o o o o o o o o o (=]
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H1 2021

Experienced team with through-the-cycle
sector knowledge

In-house surveyors provide unrivalled property

insight
Average LTV

85% >90% LTV

80% Average LTV

75%

2

= 70%

[
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o 65%
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60%

55%

50%
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Source:

UK Finance, Paragon Banking Group PLC

H12021

40%
35%
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25%
20%
15%
10%
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0%

% of book over 90% LTV
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750 million data points per month
Intermediary portal
New business re-engineering on new platform
25 years of data inform:

Underwriting

Pricing

Stress testing

IRB process

paragon
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Commercial Lending provides increased diversification paragon

Commercial Lending new business (£€m)
Key component of diversification strategy

100
Commercial Lending volumes more severely impacted by the pandemic, 90
but recovering strongly 80
H1:21 new business volumes £402 million v £310 million in H2:20 and 70
£481 million in H1:20 60
50
40
30
) . 20
Development finance less impacted by lockdowns; volumes recovered
quickly and ended the first half strongly 10
0
SME lending focused on supporting customers in the pandemic and has S 8§ 8 8 8 8§ 8 8 8 8 8 8 7 & ¥
been building its digital proposition 5 8 g g 2% 5§ 3 ?ED g 8 ZB g &5 9 r§‘6
SME lending* Motor finance M Development finance Structured lending

Motor finance and structured lending focused on asset management
during the pandemic, staying close to customers and providing support * Includes operating leases
when needed. Both now back to pre-pandemic strategy of portfolio

growth, maintaining acceptable yields
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Commercial Lending — development finance paragon

Steady progress on originations and portfolio growth

600 o £552.3m
M Originations M Net loan book £502.3m
500
£426.0m

400

300 £197.8 £229.5m
*  Team expanded with reputation strengthened during the pandemic 200 £160.7m -
+  Period end pipeline strong 100 © gy5qy £570m

o | el

* Residential construction sector remains strong H12018 H12019 H12020 H12021

A
,b(\

\'b« <<e)°/ @’b« VQ« @zﬁ \\»’\\/ N ?9% (_)e?' & éo*‘/ & v &

e Structural shift in demand for housing post-pandemic supports outlook

350

Preparations for IRB accreditation well advanced 0

< I

300
250
Average facility is £4.6 million at 62.4% of GDV 200
150

Credit performance exemplary 100 I I I I
50

EEEEBEER I
N S S DO SR B S

&
M Pre-offer m Post-offer




Commercial Lending — SME lending paragon

Slower recovery reflects general environment and

underweight position on CBILS 800 Originations Net loan book e Vield - 8%
T e £606.6m [
_ 600 - iieesseeseeeneentttl és's'é.h}ﬁ ........................ £571.8m L 6%
é 500 £427.7m - 5%
*  SME lending most impacted by the pandemic as customers “furloughed g% [ 4%g
assets” and used CBILS/BBLS to supplement / replace existing lending 230 £211.0m £200.7m [ 3%
200 £163.8m £155.5m L o0
+ Took supportive but cautious approach to CBILS/BBLS; focused on 100 - . - - 1%
helping existing customers. Combined balances sub £60 million o L 0%
H1 2018 H1 2019 H1 2020 H1 2021
*  Segments most impacted by the pandemic are a small % of the book

*  SME lending support of 46% of book at the peak, now 1%

* Accredited with Recovery Loan Scheme

2.8% 2.29% 2:1% 11% ——— = Construction
= Transport - Logistics
* Manufacturing
= Rental & Other Transport Related Activites
Legal Services
Public Body/Council/Healthcare/Education
= Utilities/Waste & Recycling
Higher risk » Forestry & Agriculture
sectors —5% = Administrative & Support Service Activities
£32m * Other
= Oil & Gas Industry
= Unknown
Professional, Scientific & Technical Activites
= Wholesale
* Print & Paper
* Air transport
Funeral Business
Sectors of less than 1% exposure
= Media (Events)
Travel & Tourism
* Hospitality

* Digital platform under development

* Intermediary portal with data-driven decisioning

* Over 3,000 pieces of data used in underwriting process

*  SME confidence and demand returning — H2 expected to see
outperformance compared to 2020




Funding paragon

Retail savings — material development in scale at attractive price _

800 2.0%
* Strong half for deposit franchise — £8.6 billion at end of March - .
- e e 8%
+10% from Sept-20 700 Seeao
s
* Positive front book / back book dynamics "y S 16%
.+ Cost of deposit 1.08% at Mar-21 (Sept-20: 1.34%) 600 Sees,, o )
*  Further reductions expected 1.48% 47% *o, So - 1.4%
1.39%‘.,......,. So

500
*  Outperformance evidences strategy to build capability and capacity =

*  Full suite of savings products with award winning ISAs
*  Third party relationships provide multi-channel distribution capability

- 1.2%
1z7425¢zs~425 s\~.
400 . 1.0%
* Mambu platform live; provides cloud-based digital capability to e Lok
supplement existing systems and provide options as the world becomes 300 X 0-8%
increasingly digital
070% o 0.6%
*  Technology to level the playing field with big banks over time 2 0l8gb:.
*  Open banking becoming more embedded within UK banking olagbs 0.4%
* Now an estimated £0.8 trillion of savings deposits paying <0.25% N I I 0o 39,
*  Chance to flatten the deposit cost curve with the big banks 0.2%
0 0.0%

e PSS S DD

New Deposits (Em)
o
Deposit Rate (%)

o
o

o
o

Wholesale funding o 0" e" o“ \”’ <<"* @Q’ v‘? @7’* \"° " v"% o 0‘“\ O S
Acceleration strategy mmmmm New deposits ~ eeeeee New depositrate == e e Portfolio rate

Refinanced over £800 million of securitisations — delivering capital,
LIBOR transition and NIM benefits

Green Tier-2 bond issued — almost 300 basis points below previous
Tier-2 bond rate




Strategic conclusions
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Strong trading
recovery

Strategic
developments

and
opportunities ‘

Strong lending recovery with pipelines at near record levels

Asset quality performance driven by through-the-cycle experience
Positive NIM trajectory set to continue for the foreseeable future
Customer retention supporting enhanced loan book growth

Increasingly strong specialist lending franchise

Liability-side diversification delivering strong liquidity and broadening addressable
market at lower funding costs

Digital platform investment further improving customer experience, efficiency and
decision making

Strong capital ratio supports growth and ability to react to opportunities

FY guidance

BTL volumes expected c£1.5 billion

Commercial Lending volumes to
exceed £900 million

Full year NIM expected to be over
235 basis points

Full year costs unchanged at around
£138 million

15%+ ROTE target reconfirmed
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Building a specialist bank paragon

Strong recovery from Covid-impacted 2020

* Earnings growth delivered with no impairment writeback

*  H1:21 impairment £6.0 million v £4.9 million in H1:19
* Interim dividend reflects 50% of 2020 final

* Underlying RoTE reflects strong capital accretion since 2019 12016 12017 12018 12019 H1 2020 12021

14

10 A 12
10

o N B OO

H12016 H12017 H12018 H12019 H1 2020 H12021 H12016 H12017 H12018 H12019 H1 2020 H12021
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Building a specialist bank

Slower recovery in SME and motor finance volumes in
. . 100%
H1:20 slowed longer term trend growth in Commercial
H ivici 90%
Lending division 5799
80% 35.3% 37.8% 35.7%
70%
60% 10.9% 7.7% o
*  Property-related lending experienced a faster recovery than consumer
50%
and SME
* Residential, second charge and amateur buy-to-let all de-emphasised, 40%
with the focus on specialist buy-to-let in Mortgage Lending 30%
20%
10%
0%
H12018 H12019 H12020 H12021
M Specialist BTL W Other Mortgages Commercial Lending  ®Idem Capital*

* Note that Idem Capital deals in 2018 and 2019 both took place in H2
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Continued NIl enhancement in core businesses

160
]
140
120
* Mortgage Lending sees further growth and margin enhancement 100
H1 2020 Mortgage Commercial Idem Capital Central H1 2021
* Commercial lending focused on margin enhancement, average Lending Lending
balances unchanged from H1 2020
* ldem Capital cash flow strong, volume variance reflects portfolio _
run-off ™ Rate ® Volume

*  Central cost reflects excess liquidity and corporate funding 5

- B
-5

Mortgage Lending Commercial Lending Idem Capital Central




Provisions by stage and segment

Stage 1
Stage 2
Stage 3
POCI

Gross loan book

Stage 1
Stage 2
Stage 3
POCI

Impairment provisions

Stage 1

Stage 2

Stage 3

POCI

Coverage ratio H1 2021
Coverage ratio H1 2020

10,063.9
980.0
121.3

14.0

11,179.2

4.5
16.0
28.1

0.0
48.6

0.04%
1.63%
23.17%
0.00%
0.43%
0.35%

1,352.0
79.8
17.7

6.7

1,456.2

17.3
2.7
8.7
0.4

29.1

1.28%
3.38%
49.15%
5.97%
2.00%
1.59%

107.2
7.4
27.7
121.0
263.3

0.2
0.3
4.2
0.0
4.7

0.19%
4.05%
15.16%
0.00%
1.79%
1.53%

e
paragon

11,523.1
1,067.2

166.7
141.7

12,898.7

22.0
19.0
41.0

0.4
82.4

0.19%
1.78%

24.60%

0.28%
0.64%
0.53%



Impairments — Mortgage Lending
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Coverage:

0 10 20 30 40 50 60

W Stage 1 M Stage2 M Stage3

Value improving

Value deteriorating

Net movement

-20.0 -10.0 0.0 10.0 20.0

3,000 % of book
20.3%
2,000
1,000 7-2%
- 0‘6%
0 ———

Initial holiday taken Extension taken Known further stress

372 [

Value improving

I 25

Value deteriorating

Net movement

o1 [

-50.0 -30.0 -10.0 10.0

Data as at 30t April 2021




L
Impairments — Commercial Lending paragon

Coverage:
0 5 10 15 20 25 30 35 40 Net movement ==y |
B Stagel M Stage2 M Stage3 mPOCI 6.0 4.0 20 0.0 20 4.0
400 % of book
Value improving -0.4 I
300
14.4%
200 Value deteriorating I 113
100
2.7% 0.5% Net movement . 109
0 I -
Initial holiday taken Extension taken Known further stress -4.0 -2.0 0.0 2.0 4.0 6.0 8.0 10.0 12.0

Data as at 30t April 2021




Impairments — Idem Capital

50

For assets ‘Purchased or Originated as Credit Impaired’ (‘POCI’), a
large part of the Group’s acquired assets in Idem Capital, the carrying
valuation is based on expected cash flows discounted by EIR
determined at point of acquisition

Assets analysed in these charts by gross receivable (not net book
value)

POCI assets make up £121.0 million of Idem Capital’s gross loan book

as at 31 March 2021 while non-POCI assets account for remaining
£142.3 million

% of book
7.0%

3.2%

____ —

Initial holiday taken Extension taken

Known further stress
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Coverage:

0.0 1.0 2.0 3.0 4.0 5.0

W Stage 1 M Stage2 M Stage3

ORr NWAUO N
oct-19 [
Nov-19 [
Dec-19 [
Jan-20 [
Feb-20 NN
Mar-20 [
Apr-20 [
May-20 [
Jun-20
Jul-20
Aug-20 [
sep-20 [N
oct-20
Nov-20 [l
Dec-20 [N
Jan-21
Feb-21 [

Mar-21 _

M Unsecured M Secured




Diversification

L
paragon

Diversified loan growth

Originations £million H1 2021 H1 2020 Change
Specialist BTL 686.2 694.6 (1.2%)
Other mortgages 38.4 98.2 (60.9%)
Commercial Lending 401.7 481.3 (16.5%)
Idem Capital 0.0 0 0.0%

Total 1,126.3 1,274.1 (11.6%)

F1PM12*

14,000
12,000

W Legacy

W New

H12015 H12016 H12017

H12018

H12019

H12020

10,000
8,000
6,000 VI s I rsrrsil, s, —
4,000
2,000
0

H12021

* Assets now off-balance sheet under management

Diversified funding

16,000 ® Securitisation

M Central Bank
14,000

12,000

10,000

2013 2014 2015

M Tier-2 bond

I Retail deposits

- I
8,000 I I
6,000
4,000
2,000 I

2016 2017 2018

Retail bonds

= Repo

2019 2020 H12021




gage Lending paragon

Loan book up 4.3% year-on-year despite Covid interruption in H2:20

H12021 [ <724.6m H12021 e £11,130.6m
H2020 N :752.5n Hi2020 I <10676.1m
L]
volumes recovered and Hi2010 I <33 om H12019 I ] 10,783 9m
margins strong
Hi2018 [ c721.0m H12018 I e £10,119.5m
¢ Impalrments £8.9 million = Amateur BTL M Specialist BTL M Residential W Second charge mortgages M Amateur BTL M Specialist BTL M Residential M Second charge mortgages
lower than H1:20

H1 2021
H1 2020
H1 2019

H12018
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Buy-to-let paragon

Strong demand for specialist BTL

W House purchase B Remortgages Other
”° 40.9 435
39.0 . 37.9
40
30
20
10
*  Strong market-wide volumes
0
° Paragon's fOCUS remains in Specialist segment Apr-17 to Mar-18 Apr-18 to Mar-19 Apr-19 to Mar-20 Apr-20 to Mar-21

* Pipeline maintains this trend

100%
80% - . I I
H12019 H1 2020 H12021 H12021
Pipeline
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Stronger retention levels year-on-year

Annualised redemptions down from 7.8% to 6.8%
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Commercial Lending paragon

Strong growth in operating income and materially lower impairments

H12021 £401.7m H1 2021 £1,427.1m

H1 2020 _ £481.3m H1 2020 _ £1494.3m
H12019 DV cossev H1 2019 I oo

. . o
* Operating income up 16.6% 12018 N o coson
year-on-year - .
SME lending ™ Motor finance SME lending  Motor finance
. Impairments down 91.6% M Development finance Structured lending B Development finance Structured lending

* Calculated over average monthly balances

Hi2021 [ ¢ 26 H1 2021 e37.6m
Hi2020 [ > wizozo [N c150m
geute e wizow [ cos

H1201s | /.04% nizois [ eam




Idem Capital paragon

No further haircut to expected cash collections

H12021 | £0.0m Hiz021 [T £258.6m
H12020 | £0.0m H12020 [T £335.7m
H12019 | £0.0m H12019 [ £457.8m
" 2020 suffered from a Hi2018 | £oom hi20te I £547.1m
£3 million adjustment to EIR,
. .. M Discounted purchases m Performing
reflecting lower anticipated
cash receipts

*  “Drag” effect on Group NIM H12021 7.77% Hiz2021 [ es7m
reducing
nzoo I o s0 w20 N <»>sn
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Higher central funding and operating costs

(£55.5m) I 1 2021
(cas.m) [ 1 2020

(c47.1m) I 1 2019
(ce2.6m) I 1 2018

M Corporate / central funding ® Unallocated / central costs

* Central funding costs impacted by high liquidity levels
post onset of Covid

* Central overheads incorporate project costs and
share-based expenses (reflecting share price growth
and reversing 2020's position) ~ Underymgoperatingleverage®
Hi2021 I o
H12020 [ 61.0%

vzon I 1 1%
w0 I s

* Central operating costs as a proportion of total operating costs




Balance sheet

£million

Mortgages
Commercial Lending
Idem Capital

Loans and advances to customers

Cash
Other assets

Total assets

Capital and reserves
Retail deposits

Tier-2 bond

Retail bonds
Securitisation funding
Central bank facilities
Other liabilities

Total liabilities and equity

11,130.6
1,427.1
258.6

12,816.3

2,103.0
569.5

15,488.8

1,203.8
8,631.2
168.3
237.0
2,767.0
2,244.4
237.1

15,488.8

10,676.1
1,494.3

335.7
12,506.1

1,206.8
976.3

14,689.2

1,122.0
6,911.9
149.7
296.6
4,766.5
1,199.4
252.1

14,698.2

+4.3%
(4.5%)
(23.0%)

+2.5%

+74.3%
(41.7%)

+5.4%

+7.3%
+24.9%
+12.4%
(20.1%)
(41.9%)
+87.1%

(6.0%)

+5.4%
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Disclaimer

This presentation has been issued by Paragon Banking Group PLC (“Paragon”).

It is supplied for information only and may not be reproduced or redistributed. This presentation is not and should not be construed as an offer to sell or the solicitation of
an offer to purchase or subscribe for any investment nor shall it form the basis of or be relied upon in connection with, or act as any inducement to enter into, any contract
or commitment or investment decision whatsoever.

This presentation may contain certain “forward-looking statements” with respect to certain of Paragon’s plans and its current goals and expectations relating to its future
financial condition, performance and results. By their nature, all forward-looking statements involve risk and uncertainty because they relate to future events and
circumstances which are beyond Paragon’s control including among other things, UK domestic and global economic business conditions, market related risks such as
fluctuations in interest rates and exchange rates, the policies and actions of regulatory authorities, the impact of competition, inflation, deflation, the timing impact and
other uncertainties of future acquisitions or combinations within relevant industries, as well as the impact of tax and other legislation and other regulations in the
jurisdictions in which Paragon and its affiliates operate. As a result, Paragon’s actual future financial condition, performance and results may differ materially from the
plans, goals and expectations set forth in Paragon’s forward-looking statements and reliance should not be placed on any such statement.

The forward-looking statements contained in this presentation are provided as at the date of the statement and are subject to change without notice. Paragon undertakes
no obligation to update the forward-looking statements contained in this presentation or any other forward-looking statements we may make regardless of whether such
statements are affected as a result of new information, further events or otherwise.

This presentation should be read in the context of Paragon’s full year results announcement for the year ended 30 September 2020. No statement in this presentation is or
should be construed as a profit forecast. Past share performance cannot be relied upon as a guide to future performance.



