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Key messages

Purpose ...

... to support the
ambitions of the

people and businesses
of the UK by delivering
specialist financial
services

paragon

Competitive advantage through specialisation

Positive gearing to higher rates

Prudent through-the-cycle risk appetite

>15% ROTE provides continued strong capital
accretion and shareholder returns —16.3% CET1
Capital management is a strategic priority

Digital transformation driving enhanced
customer and broker proposition and greater
efficiency

Optimising risk reward through better
understanding and deep sector experience

Margins benefit from deposit beta and
diversification-led structural widening

High quality loan book, 99% secured, low LTVs,
further credit tightening applied over last year

£700 million in dividends and buy-backs since 2015
£50 million new buy-back announced

<40% cost:income ratio

Well positioned to deal with a more challenging environment

Financial results twelve months ended September 2022
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Strong operational and financial performance

Financial performance

Strong new business growth

paragon

Robust balance sheet

Operating profit £226.0 million, up 16.4% on 2021

Pre-provision profit up 26.6%

Underlying EPS +17.9%

Underlying NIM trajectory (2.69%, +30bps on 2021) accelerated by liability-side gains
Underlying RoTE 16.0%

Full year dividend 28.6p; DPS +9.6% on 2021

Net loan growth 6.0%; strong originations and good customer retention
Period end pipelines strong despite September disruption
Deposit balances +14.7% year-on-year

Good progress on digital transformation

Exemplary and disciplined credit standards
Prudent economics and overlays underpinned by secured loan book and low LTVs
Capital strong, CET1 16.3%, IRB continuing to progress, TNAV £5.33 / share

Further £50 million 2023 buy-back programme announced

Financial results twelve months ended September 2022

4



-

o 54 yiga}fezi, 5

"

ey S

¢ vy
Sa B

4’:&
o g
v

-

T I,

Financial o€

e

Y
)
¥

Richard J Woodmanx-..
Chief Financial Officer |

.

‘..’

1 {';'.
R
oA BT %
AR

~ =N

‘ililali’li.



Income statement

£ million FY 2022 FY 2021 Change
Net interest income 371.2 310.5 +19.5% Loan book growth and NIM accretion
Other income 17.2 14.4 +19.4% Leasing income and activity-related fees strong
Total operating income 388.4 324.9 +19.5%
Operating expenses (153.0) (135.4) +13.0% In line with guidance
Pre-provision profit 235.4 189.5 +24.2%
Impairments (14.0) 4.7 Judgmental assessments remain and cautious MES
Underlying operating profit 221.4 194.2 +16.4%
Fair value net gains / (losses) 191.9 19.5 +884.1%
Profit before taxation 417.9 213.7 +95.6%
Reported earnings per share 129.2p 65.2p +98.2%
Underlying earnings per share 69.9p 59.3p +17.9%

7L
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Segmental results

Strong progress in key segments

Underlying £ million

Total operating income (FY 2022)

Change (v FY 2021)

Operating expenses

Change (v FY 2021)

Pre-provision profit

Change (v FY 2021)

Provisions for losses

Change (v FY 2021)

Underlying operating profit

Change (v FY 2021)

L
paragon

Mortgage Lending
268.9

+23.8

(24.4)

(1.9)

244.5

+21.9

(4.6)

(12.2)

239.9

+9.7

Commercial Lending Central Total
122.9 (3.4) 388.4
+19.7 +20.0 +63.5
(24.9) (103.7) (153.0)
(1.0) (14.7) (17.6)
98.0 (107.1) 235.4
+18.7 +5.3 +45.9
(9.4) (14.0)
(6.5) (18.7)
88.6 (107.1) 221.4
+12.2 +5.3 +27.2

Financial results twelve months ended September 2022



Net interest margin

NIM progression — Group (%)

2.80
* Diversification strategy and new buy-to-let 2.70 - 2.69

Structu ral N | M supports NIM accretion over time 260
accretion en ha nced by * Group earns more on its equity at higher 220 239

rates (c £10m per 1.0%) 240 1 229
balance sheet 230 224

.y . . . . * Legacy funding at a premium to Sonia 220 - :

pOSIthﬂlng IN risi ng largely unwound during 2020 2.10
rate environment * Historical premium to Sonia paid on savings 200 -

deposits switched to a discount 1.50 1

1.80 : . . .

FY 2018 FY 2019 FY 2020 FY 2021 FY 2022
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Fair values

Pipeline hedging
approach minimises
interest rate risk from

new business — but
creates fair value
volatility

paragon

When pricing a fixed rate product the Group
includes a “swap movement buffer” —
withdrawing product when buffer is exceeded

New applications partially hedged on receipt,
hedge proportion increasing at offer stage

Swaps only meet accounting hedge
effectiveness when underlying loans complete

Until that stage, fair value accounting used —
creating volatility that increases with swap
movements, pipeline scale and tenor

Fair value gains reflect lifetime value that
would have been lost had hedging been left to
point loans complete

Unmatched hedge and swap rate volatility

s 647 ase
Range 4.28% 1.14% 0.74%
hi/low

Average size of unmatched loan book hedging almost
doubled from its 2021 level, and swap rate volatility
almost four times the level — particularly during final
quarter

Financial results twelve months ended September 2022 9



Operating expenses

Costs in line with
guidance

Cost:income ratio back
below 40%

paragon

Cost:income ratio benefitting from tight cost
control and strong income growth

Wage inflation evident but tightly managed

Full year cost growth reflects increased headcount:
* September 2021 heads: 1,457
* September 2022 heads: 1,511

Investment programme maintained throughout
2022, still majority expensed rather than capitalised

Technology spend in 2022 of £12.1 million (2021:
£10.4m)

2023 costs expected to be in £170 million area

2023 cost:income ratio expected to remain sub 40%

60
55
50
45
40
35
30
25
20
15
10

Underlying cost:income ratio (%)

42.1 43.0 41.7
| I I I |

FY 2018 FY 2019 FY 2020 FY 2021 FY 2022

Financial results twelve months ended September 2022
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Economic outlook

Cautiously positioned
MES with severe

scenario weighting
increased to reflect
uncertainties

paragon

*  Four scenarios updated from March 2022

* Even balance of base/upside and downside/severe
scenarios maintained to reflect ongoing uncertainty

*  Downside/severe mix moved from 35/15 to 30/20
* Main changes on CPI, GDP and house prices
*  Weighted average HPI assessment for next

12 months -8.2%

2023 assumptions compared

Forecast for quarter ended

30 September 2023 2024 IVIES
(1.1)% 2.9%
11.9% 1.9%

Unemployment 5.3% 5.9%

House prices (8.2)% (0.7)%

Scenarios
I T N T
Weighting 40% 10% 30% 20%
Impact of 100% £53.3m £46.8m £62.5m £100.3m
weighting
Variance to (£10.2m) (£16.7m) (£1.0m) +£36.8m
reported

House price change (%)

20

~ ®
o o
S o
ISR
< o
g g

------- Base -------Upside -------Downside =----=---Severe Blended

Q4 2016
Q32017
Q2 2018
Q12019
Q3 2026
Q2 2027

Financial results twelve months ended September 2022 11



Impairments

Impairment overlay
* Strong LTV profile mitigates harsher economics

FY 2019 FY 2020 FY 2021 FY 2022
* Management judgmental assessments switch from (Em) (Em) (Em) (Em)

Covid-related to cost-of-living and associated

uncertainties as the driver Calculated provision £41.9 £62.0 £46.0 £48.5
*  Underlying credit performance remains strong — period e Gy = L A 1510
. end BTL arrears 15bp (2021: 21bp) Total £41.9 £81.8 £65.4 £63.5
Impairment models : : : :
p *  Net Ioan_ bpok in IFRS9 Stage 3 reduced by 23.5% to Coverage ratio 0.34% 0.64% 0.49% 0.44%
reflect harsher MES £95.9 million _
BTL portfolio LTV 67.5% 65.8% 61.2% 57.9%
an d £ 1 5 m | I I iO N +  Coverage of Stage 1 and 2 increased to 24bp from 20bp
JUdgmentaI Overlay Transition 2022 weights 2022 weights Indexed Credlt bEhaV|Oura| scores by portf0||0
. weights no PMAs full PMA
included I -
Central 40% 40% 40% Buy-to-let
Upside 30% 10% 10%
’ ’ ’ B 100.0 99.7
Downside 25% 30% 30%
LEEE 100.0 99.8
Severe 5% 20% 20%
Total provision £40.5m £48.5m £63.5m SagEme] SR mer e 100.0 99.8
Coverage ratio 0.28% 0.34% 0.44% NI 100.0 1015

7L
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Capital movements during the period

FY 2021 / FY 2022

22% 9%
0.9% 7.9%
= e > S
|
[s) 0,

16% Of which 0.4% o%
Of which 2% from from derivatives %
o 14% fair values /fair values %5
= [sTo]
° e
C 12% 4% 3
o 2
5

10% 3%

8% . . . . 2%

m Tier-1 capital M Tier-2 capital
6% 1%
4% -_— 0%
FY 2021 Retained Net lending Dividends Share Other FY 2022 Total capital
earnings growth buy-backs movements

UK leverage ratio

7‘.
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Group capital

) ) Group consolidated capital
Capital ratios — o
* 16.3% CET1 represents a strong surplus over Core Equity Tier-1 capital £1,221.8m
regulatory minimum Tier-2 capital £150.0m
* Group has no AT1 in capital structure Total capital resources £1,371.8m
* Tier 2 bond matures in 2026 Credit risk £6,763.3m
. | : . * £50 million buy-back announced for 2023 Operational risk £633.1m
Capital ratios remain Varket isi _
strong after balance IRB Other e
* Ongoing engagement with PRA on Phase 2 of .
- Total risk exposure £7,514.9m
sheet growth and buy application otal risk exposu
indi i io * 16.39
baCk * Non-binding module 2 feedback now received, CET1 ratio %
working towards resubmission in early 2023 Total capital ratio (TCR) * 18.3%
Group consolidated leverage ratio
Basel3.1 Tier-1 equity * £1,221.8m
* Constructive comments on IRB and Strong and
Simple more than offset immaterial Basel 3.1 Leverage exposure ** £15,387.6m
risk weight inflation from expected levels UK leverage ratio * 7.9%

* Including IFRS 9 transitional relief of £25.7m, adjusted for dividends and subject to verification
** Excludes qualifying central bank claims in accordance with rule modification applied to UK Leverage Ratio Framework

7L
Parag()n Financial results twelve months ended September 2022 14



Dividend per share

Dividend per share

up 9.6%

paragon

28.6 pence per share distribution in 2022
represents 40% of underlying EPS

Dividend growth reflects strong earnings
and ongoing benefits from buy-back

Our dividend policy prescribes the interim
dividend as 50% of prior year final dividend

35.0

30.0

25.0

20.0

15.0

10.0

5.0

0.0

Dividend per share (pence)

M Interim M Final
Reflects fair value
movements and variance
to “normal” cost of risk

Reflects
variance to
“normal” cost
of risk

5.5

FY 2016 FY2017 FY2018 FY 2019 FY 2020 FY2021 FY 2022
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Strategic priorities

We have five clear strategic priorities underpinned by three strategic pillars

¢ @ 9 | & | ¥

Our strategy is driven by Growth Diversification Digitalisation Capital management Sustainability

our purpose and helps us
achieve our vision to Our strategic pillars
become the UK’s leading
7 00 ~ )
tech nOIOgY'enabled %\7 A customer-focused culture f\QaQD A dedicated team ﬁ Strong financial foundations
specialist bank and an \) »
organisation of which our

employees are proud

7L
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Operating model equilibrium

Our growth,
diversification and

capital management
strategic priorities are
inextricably linked

paragon

Dynamic calibration of strategic levers to external
environment and risk appetite shape the
strategic delivery

Fundamental banking inter-relationships are
growth, returns and risk. Balance is key

Driving strategic objectives, whilst maintaining
equilibrium through-the-cycle

Any single one can be achieved in the short-term

Consistent delivery, stability and sustainability
are key to our long-term strategy and success

Returns

Growth

Financial results twelve months ended September 2022
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Digitalisation

Multi-business line, multi-year re-
platforming with segmental roll-out

Cloud-based with modular, best-in-
class delivery

Ongoing infrastructure investment
supporting operational resilience and
cybersecurity

Extending cloud-based solutions
enhancing data resilience

paragon

Delivered to date ...

*  Buy-to-let new business broker portal
« 3 party savings platform
*  SME broker portal

* Development finance full end-to-end
re-platforming

* Provides customers and brokers with greater
ease of engagement, faster turnarounds,
better data and lower cost of processing

Currently delivering ...

*  SME enhanced auto-decisioning processes

* Buy-to-let origination and processing
re-platforming

* Additional existing savings platform
enhancements

Additional significant change projects to follow,
alongside continuous improvement programme

Financial results twelve months ended September 2022 19



Sustainability

>®—Z@ﬂ3! paraghn
5 @ Doing the
Qab right things
K-
Sy

Responsible Business Report 2022

Our 2"d Responsible Business
Report updates on our
progress, highlights our

sustainability achievements
and outlines actions we are
taking

paragon

Environment

* Launched a range of sustainable products across our
businesses

* Signed up to Bankers for Net Zero

*  Commitment to achieve net zero by 2050 — subject
to Government policy and industry

* Set target to be operationally net zero by 2030
* Offsetting in the intervening period

*  Full allocation of £150 million Green Bond

Bankers \\\

e for NetZero
FTSE4Good Tcm

CLIMATE REL.*'\.TED
Msclé@  ISSD> SNvcpP

FINANCIAL
DISCLOSURES

D
(&) SUSTAINALYTICS

Social

*  Platinum accreditation from Investors in People
* 286 volunteering days across the Group
* £75,000+ charitable donations and fundraising

* 50+ charitable organisations supported

* Continued focus on
* Equality, Diversity and Inclusion
*  Employee wellbeing

&7 ™
¢ ¥ INVESTORS | pjatinum
4 &

¢ IN PEOPLE

P

The Prince’s
Responsible

Business Metwork

Bace al Waork Charder signasiory '-': _; b :-':_‘; )
aWale oy 0
SIS YA
YN L< —
B2 disability
30% Club B confident
GROWTH THROUGH DIVERSITY COMMITTED
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Buy-to-let

Specialist new business (Em)

Redemptions (% of book)

Net loan book (Em)

2,000 1,400 14% 14,000
— e 1,200 12% 12,000
& 1,500 ] & 1,000 £ E 10,000
% | e et & 10% 5
t o Y 0 & : S 8000
g 600 = 2 8% & 6,000
£ 8 E =
S 500 400 & % 6% S 4,000
200 = 4y 2,000
0 0 . 0
FY 2019 FY 2020 FY 2021 FY 2022 2% FY 2019 FY 2020 FY 2021 FY 2022
0%
s Completions  eeeeeeces Pipeline FY 2016 FY 2017 FY2018 FY2019 FY2020 FY2021 FY2022 W Legacy M New book
New lending Redemptions Net loan book

*  Specialist lending completions 97.9% (2017: 64.5%)

*  £1,908.9 million advances (2021: £1,614.4m

+18.2%)

* Pipeline £1,256.0 million, up from £1,008.1m at

2021 +24.6%

* Growing remortgage dynamics
* 2022 65% remortgage (2021: 47%)
* 2023 market likely to see higher remortgage

volumes

paragon

* Overall rate increased to 9.8% (2021: 6.9%) with a high

number of new book incentive rates ending in 2022
and also the inertia of the legacy book disrupted by
the rate increases

*  Over 70% of maturing professional customers retained
to a new product during the period

* £12.1 billion, up 5.9% on 2021
*  New book at £8.5 billion up 15.6%

* Legacy book now £3.6 billion
(2021: £4.0bn)

Financial results twelve months ended September 2022
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Proven resilience of business model through-the-cycle

350
300
250
200
150
100

50

Arrears rate — 3mths+ (bp)

Paragon buy-to-let

UK Finance buy-to-let (inc. RoR)

41bp
15bp
N O O «=H N on I N W N 0 0O O «=H o
O O = = = @ @«o94 =S «=H @« = = = o o o
o O O O O O O O O O o o o o o
N N N N N NN NN NN NN NN

Average LTV

85% >80% LTV Average LTV [ 70%
80% 60% E
E 75% 50% §
3 70% 40% g
g 65% 30% _g
< 60% 20% 3
55% 10% g
50% 0%

2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022

Through-the-cycle experience

Property risk is managed via in house surveyors

Affordability stress testing has been fundamental.
Application has been over and above PRA rules

L
paragon

Low risk

*  Average LTV 57.9% (Sept-08: 80.7%)

*  Portfolio LTV greater than 90%, 1.0% (Sept-08: 30.9%)
*  Portfolio LTV greater than 80%, 1.4% (Sept-08: 63.4%)
* Pipeline average LTV 63%

Technology and proprietary data analytics

Over 600 million data points per month
Intermediary portal now widely employed
New business re-engineering on new platform
25+ years of data inform:

Underwriting

Pricing

Stress testing
IRB process

Financial results twelve months ended September 2022 22



Commercial Lending provides increased diversification

We are transforming
our Commercial

Lending businesses
with increased use of
technology

paragon

41% of Group’s new lending (2021: 37%)

2022 profit contribution £89 million v
£21 million in 2018

We provide our customers with specialist
support and underwriting capability based
on detailed customer, asset and industry
knowledge

Commercial Lending book is 91% secured on
property, hard assets or receivables

Business is part-way through a multi-year
cloud-based digitalisation programme which
will increase efficiency, underwriting
capability and customer proposition

Risk discipline maintained — credit
tightening applied during the year

100
80
60
40
20

Product divisions’ share of originations (%)

B Commercial Lending H Mortgage Lending

FY 2018
FY 2019
FY 2020
FY 2021
FY 2022

800
700
600
500
400
300
200
100

-100

Commercial Lending new business (Em)

)] o N
— (] N
o (=] (=]
(o] N ~N
N — -

SME lending ® Motor finance B Development finance M Structured lending

w2 2021 |10

H

H12018
H12021 | N

H22018 |
H12019 |
H22020 D

H
H

Financial results twelve months ended September 2022
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Commercial Lending — development finance

Originations and loan book growth (£m)

*  Volumes +24% to £632.2 million 7 m Originations ® Net loan book £719.9m
700 o £6322m
* Loan book +18.4% to £719.9 million 600 . £6%8-2
£506.5m £510.4m
* Highly experienced through-the-cycle >0 . £385.3m
management team 400 :
Deep sector | | | |
: *  Our model is based on high value service, certainty 200
experience of delivery and deep industry knowledge 100
*  We finance high quality mid-sized developers that ° FY 2019 FY 2020 FY 2021 FY 2022
are too small for Clearers but too big for smaller
Proven track record lenders Development finance pipeline (Em)
through numerous . Tran5|.t|on|.ng to_ I.RBT utl_llsmg data and_analytlcs -
| and high risk mitigation into the operating model o0
cycles
y *  New end-to-end technology platform delivered 400
enhancing customer proposition and IRB 300 _
programme 200 Undrawn commitments

100
* Undrawn pipeline robust which will support 2023 o

volumes but enquiries likely to ease PP DD DD DD DD DD DD
& @ﬁ ®® N ‘,)e,Q éo & @’b ®® N ‘,)e,Q $o \'z, @’b ®® N ‘,)e,Q

7‘.
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Commercial Lending — SME lending

Originations and loan book growth (£m) * Volumes +32% to £446.4 million

* Loan book +17% to £721.7 million

m Originations = Net loan book
Asset-backed with 800 - * New digital front-end platform — over 70% of
. £721.7m applications
increased use of
e . 8m *  Further technol delivery in 2023
teCh n0|ogy d FiVi ng o . . £616.8 urther tecnnology delivery in
customer service . Market share — asset finance
. S 400 - n n %
d I IOWI ng us to better é’ 2017 £31.4bn £0.22bn 0.7%
. . 300
|eve rage specia | ISt 2018 £31.9bn £0.35bn 1.1%
indust ry skills 200 1 2019 £34.3bn £0.41bn 1.2%
100 2020 £27.4bn £0.29bn 1.1%
2021 £30.1bn £0.34bn 1.1%
° FY 2019 FY 2020 FY 2021 FY 2022 2022 £30.8bn £0.45bn 1.5%

Source: FLA/Paragon

7‘.
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Commercial Lending — motor and structured lending

Both businesses
provide strategic

options for growth and
diversification

paragon

Motor finance

*  Volumes +65.9% to £166.2 million
*  Loan book +16.0% to £260.8 million

* Operates in niche markets such as leisure where risk
reward dynamics are very attractive

* Increasing activity in EV lending as it develops as an
asset class

Structured lending

*  New facilities £70.0 million
* Loan book +50% to £178.7 million
*  Strong performance in the period

* Highly skilled and experienced team provide market
leading advice and support to non-bank financial
customers

* Secured product underwritten on zero-loss principles

Loan book growth
— motor finance and structured lending (Em)

300 - ™ Motor finance  m Structured lending
£281.3m

£256.9m £260.8m

250 -

£224.9m

200 -

150 -

100 -

50 -

FY 2019 FY 2020 FY 2021 FY 2022
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Funding

Deposit franchise has
transformed the ability

to support our savings
and loan customers

paragon

Adapting to the higher rate environment

Continued strong growth — £10.7 billion at the end of
September + 14.7% YoY

Higher rates are changing customer behaviour:

* Multi-year shrinkage of fixed rate bond market reversed
* Early signs of increased switching

Increase in interest rates being passed onto customers.
Cost of deposits 1.61% at end September (Sept-21: 0.91%)

Whilst moving from above SONIA funding to below SONIA
we are providing value for money

Technology is changing the options available to customers,
which we are leveraging — large banks still have over £600
billion of savings deposits (>£1 trillion including current
accounts) paying sub 0.5%

Wholesale

Fitch upgrade to BBB+ announced

RMBS pricing too expensive but option remains

New deposits (Em)

800
700
600
500
400
300
200 | |
100 .
cBRRRRRRERRERRREERRERE
(o] (o)} [e)] [e)} [e)} o o o o — — — — [ o~ o~
A S S B S S SR BN B
Deposit rate vs SONIA
2.50%
2.00%
il deirr il
1.50% : oo, Ss
...o ~~‘~
1.00% -
0.50% \
0.00%
(o] ()] )] ()] (o] o o o o — - — - o~ o~ o~
S99 g o5 8§ g a8 6§ 6 & o o o
------ New deposit rate == == == Portfolio rate SONIA
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Conclusions

2022 saw strong trading performance ... We are well positioned for 2023

FY:23 guidance update

Volumes:
Buy-to-let £1.6 - £1.9 billion
Commercial £1.0 - £1.3 billion
NIM growth +20 bp

Operating costs £170 million area

>15% RoTE target

paragon

Record financial performance

Significant margin improvement, expected to
improve further

Strong capital accretion; increased buy-back
programme

Underlying RoTE >15%

Strong franchises with good momentum
going into the new year

Market volatility managed well

High quality loan book, 99% secured,
enhanced provisioning

No evidence of deterioration, but prepared
and ready to support our customers

Significant cloud-based technology
programme enhancing customer and
intermediary experience

Capital ratios strong and IRB progressing well

Financial results twelve months ended September 2022
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Strong performance
and well positioned

Paragon Banking Group PLC
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Underlying return on tangible equity

Underlying earnings per share (pence)

80
70
60

GFOWth, cost control 15%+ ROTE target delivered in 2022 ig -

and capital .

management combine P

to enhance returns — -
despite Operating Wlth ) Dividend per share (pence) . Underlying return on tangible equity (%)
a material capital 50 1o

surplus o i
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Net interest income

Positive rate and
volume variances seen

across the segments in
2022

paragon

New deposit pricing switched from SONIA+
to SONIA- during 2022

Asset diversification supporting structural
NIM development

No “structural hedge” — NIM increases as
rates rise

400 -
350 -
300 -
250 -
200 -
150 -
100 -

25 -

20 -

15 -

10 -

Net interest income (£m)

I ——
FY 2021 Mortgage Lending  Commercial Central FY 2022
Lending

Rate and volume influences (Em)

W Rate H Volume

Mortgage Lending Commercial Lending Central

Financial results twelve months ended September 2022 33




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 FY 2022

Coverage ratio FY 2021

L
paragon

10,339.6
1,886.4
119.3
214
12,366.7

5.8
6.1
26.1
0.0
38.0

0.06%
0.32%
21.88%
0.00%
0.31%
0.32%

1,817.4
77.2
5.1

7.4
1,907.1

19.7
1.9
2.4
1.5

25.5

1.08%
2.46%
47.06%
20.27%
1.34%
1.74%

12,157.0
1,963.6
124.4
28.8
14,273.8

25.5
8.0
28.5
1.5
63.5

0.21%
0.61%
22.91%
5.21%
0.44%
0.49%

Financial results twelve months ended September 2022
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Impairments

IFRS 9 provisions (Em) — Mortgage Lending

FY 2021 7

_ 37.

o
w

W Stage 1l mStage2 mStage3

10 15 20 25 30 35 40 45 50

IFRS 9 provisions (Em) — Commercial Lending

FY 2022

0 5 10 15 20 25 30

W Stage 1l M Stage2 M Stage3 mPOCI

* Overlays stand at £15.0 million

* Cautious MES to underpin IFRS9 modelling, severe scenario weighting
20% (2021: 15%)

* Spot arrears position and behavioural scores remain strong

Portfolio impairment movements

paragon

Impairments Brought P&L W-off / Carried
£million forward charge Other forward
FY 2020 41.9 49.8 -9.9 81.8
FY 2021 81.8 -3.1 -13.3 65.4
FY 2022 65.4 15.8 -17.7 63.5
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Diversification

Diversified loan growth

Originations £million 2022 2021 Change
Specialist BTL 1,869.5 1,562.2 +19.7%
Other mortgages 40.5 67.8 (40.3%)
Commercial Lending 1,304.7 971.5 +34.3%
Idem Capital 0.0 0.0 0.0%

Total 3,214.7 2,601.5 +23.6%

Total — loans and advances to customers (Em)
B Legacy PM12* W New

16,000
14,000

FY 2016 FY 2017

12,000
10,000
8,000 vrrrrrs @
6,000 CITIIII W rrarss
4,000
2,000
0

FY 2018 FY 2019

FY 2020 FY 2021

FY 2022

* Assets now off-balance sheet under management

paragon

Diversified funding

Funding by type (Em)

16,000
M Securitisation M Tier-2 bond = Retail bonds M Central Bank m Retail deposits ' Repo
14,000
12,000
10,000
8,000
6,000

4,000

2,000

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
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Mortgage Lending

Stable loan book

growth and improving
margins

paragon

Originations

FY 2022

£1,910.0m

FY 2021 £1,630.0m

FY 2020 £1,259.7m

FY 2019

£1,564.4m

B Amateur BTL B Specialist BTL B Residential B Second charge mortgages

FY 2022

FY 2021

FY 2020

FY 2019

Loans and advances

£12,328.7m

£11,829.6m

£11,101.1m

£10,696.5m

™ Amateur BTL M Specialist BTL W Residential ® Second charge mortgages ® Unsecuredl

Net interest margin

2.16%

FY 2022

2.08%

FY 2021

1.98%

FY 2020

2.11%

FY 2019

FY 2022

FY 2021

FY 2020

FY 2019

Underlying profit contribution
£239.9m

£230.2m

£175.9m

£214.8m
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Commercial Lending

Originations Loans and advances

FY 2022 £1,881.6m

£1,304.7m FY 2022

FY 2021 £971.5m FY 2021 £1,573.1m

£1,530.3m

FY 2019 £968.0m

FY 2019 £1,489.6m

Strong volumes and

1 SME lending M Motor finance

7 SME lending M Motor finance *

i m p roved m a rgi n S B Development finance 1 Structured lending m Development finance = Structured lending

Underpm ContrIbUtlon Net interest margin ** Underlying profit contribution

increase
FY 2022 6:35% Fy 2022 £88.6m
FY 2021 6.34% FY 2021
FY 2020 >-46% FY 2020
FY 2019 >-20% FY 2019
** Calculated over average monthly balances * Motor finance includes the Olympus portfolio

7‘.
parag()n Financial results twelve months ended September 2022 38



Central

Central funding

benefits from rising
net asset returns

paragon

Central cost inflation includes variable pay
accruals for divisions

Reduction in corporate funding costs
reflects interest rate environment and
increasing earnings on net assets

Underlying profit / (loss) contribution

(£107.1m) FY 2022

(£112.4m) FY 2021

(£99.8m) FY 2020

(£95.3m) FY 2019

B Corporate / central funding

M Unallocated / central costs
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Balance sheet

L
paragon

£million
Mortgages
Commercial Lending

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

12,328.7
1,881.6

14,210.3

1,930.9
512.4

16,653.6

1,417.3
10,669.2
149.2
112.3
995.3
2,750.0
560.3

16,653.6

11,829.6
1,573.1

13,402.7

1,360.1
374.2

15,137.0

1,241.9
9,300.4
149.0
237.1
1,246.0
2,819.0
143.6

15,137.0

+4.2%
+19.6%

+6.0%

+42.0%
+36.9%

+10.0%

+14.1%
+14.7%
+0.1%
(52.6%)
(20.1%)
(2.4%)
+290.2%

+10.0%
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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 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 Paragon. 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 Paragon and depend upon circumstances that may or may not occur in the future that could cause actual results or events to differ materially from
those expressed or implied by the forward-looking statements. There are also a number of factors that could cause actual future financial conditions, business performance, results
or developments to differ materially from the plans, goals and expectations expressed or implied by these forward-looking statements and forecasts. As a result, you are cautioned
not to place reliance on such forward-looking statements as a prediction of actual results or otherwise. These factors include, but are not limited to: material impacts related to
foreign exchange fluctuations; macro-economic activity; the impact of outbreaks, epidemics or pandemics, and the extent of their impact on overall demand for Paragon’s services
and products; potential changes in dividend policy; changes in government policy and regulation (including the monetary, interest rate and other policies of central banks and other
regulatory authorities in the principal markets in which Paragon operates) and the consequences thereof ; actions by Paragon’s competitors or counterparties; third party, fraud
and reputational risks inherent in its operations; the UK’s exit from the EU; unstable UK and global economic conditions and market volatility, including currency and interest rate
fluctuations and inflation/deflation; the risk of a global economic downturn; acts of terrorism and other acts of hostility or war and responses to, and consequences of, those acts;
technological changes and risks to the security of IT and operational infrastructure, systems, data and information resulting from increased threat of cyber and other attacks;
general changes in government policy that may significantly influence investor decisions (including, without limitation, actions taken in support of managing and mitigating climate
change and in supporting the global transition to net zero carbon emissions); societal shifts in customer financing and investment needs; and other risks inherent to the industries
in which Paragon operates.

The forward-looking statements contained in this presentation are provided as at the date of the statement, have been made in good faith and are subject to change without
notice. Paragon undertakes no obligation to update or revise these 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 year end results announcement for the year ended 30 September 2022. 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.

({
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