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Good evening ladies and gentlemen.

Over the past 12-18 months we have faced a number of consistent challenges namely:

• The Macroeconomic uncertainty brought about around our path to Brexit;

• The increasing importance and influence of digital on the way we live our lives; and

• The intense competition and irrational pricing which has driven down the yields we receive on the mortgage 
   lending we undertake.

However as we reach the end of April and stretch into the fifth week of an unprecedented national lockdown, 
due to the global Covid-19 pandemic the world in which we live has changed beyond all recognition and created 
significant new challenges we will now face as a nation in the months and years ahead.

As such in my address this evening I aim to: 

• Provide a summary of our performance and achievements in 2019;

• Highlight the rising importance of digital in our new world and how we are responding to those changes; 

• Outline the immediate and potential impacts of the Covid-19 pandemic and the implications for the Society of  

   the reduction of Bank of England base rate to 0.1%;

• Reflect on how we are leveraging the financial strength of the Society, which has built up over the past 170  
   years, to support our members through this national emergency; and

• How we aim to continue to support members and attract new members to the Society in the years ahead and  
   how we can best support our members to save, plan for and protect their financial futures.

As we trailed last year, our objectives in 2019 were to undertake a planned contraction of the balance sheet, do all 
we could to protect savings rates and continue to invest strongly in our digital future. Inevitably this has led us to 
operating at a reduced level of profit in 2019.

One of the biggest challenges of 2019 was to effectively balance the conflicting needs of our savings and 
mortgage members, in the face of a continued ultra-low interest rate environment and intense mortgage price 
competition, as the UK ring-fenced banks exerted their influence on the market. The challenge for us was to 
respond to falling interest rates for new mortgages whilst protecting the average interest rate we pay to our 
savers. This meant that we reduced our new mortgage lending, which was down almost 60% from £834m in 2018 
to £353m in 2019, whilst continuing to be successful increasing the number of existing borrowers choosing to stay 
with us when they get to the end of their promotional period. This is something we have achieved well, with over 
70% of members choosing to stay with us at the end of their initial product term.
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This is in contrast to our savers, where we continue to work hard to hold up savings rates in the face of falling 
mortgage yields. Again, we are pleased with the outcome whereby our average rate payable on our savings 
accounts at the end of 2019 was 1.00% compared to 1.02% at the end of 2018.

How we have strived to strike this balance is best demonstrated at the income statement level. In 2019, our 
interest receivable from mortgages was down 2% or £1.4m whereas our interest payable to savers actually 
increased by 7.7% or £2.7m. This £4.1m swing could be viewed as a further mutual dividend and strong evidence 
of our commitment and track record in doing all that we can to protect saving rates in these market conditions.

In times such as this, it is very important that management ensure that the money we spend running the Society on 
a day to day basis is well controlled and proportionate to the income we derive. I am pleased therefore to report 
that in 2019, due to strong management action and the benefits of new digital delivery, we reduced our underlying 
administration expenses by just over 10% to £35.2m.

But as you might expect our costs related to investment in the Society increased; when combining depreciation, 
strategic and project costs we invested a total of £6.8m over the course of the year; 70% up on 2018.
Overall, as our annual report and accounts show, this has led us to deliver an underlying profit before tax 
of £10.0m. Although down on 2018, this is a strong return in the low interest rate, low profitability market 
environment in which we operate.

Also as we approached the end of the year, the Board reviewed how two of our core markets, mortgages and 
estate agency, have changed in the past couple of years and how we believe these changes will continue in the 
years ahead. The Board therefore elected to re-evaluate some of the assets we hold on our balance sheet and in 
doing so ensure that we are effectively positioning ourselves for the future.

As we continue to increase the number of mortgage members we retain at the end of their product term, our 
change in accounting estimate and resulting write down of the mortgage EIR asset reflects our increasing conviction 
that no member should remain on our SVR for any meaningful period of time at the end of their product term. 

This prudent step also reflects our intention to begin to refine the way we charge for mortgages over the next two 
years or so, as we carry out work to develop the capability to individually price each member’s mortgage, based on 
their own distinct characteristics.

We have benefitted overall as a Society from the expansion of building society services facilitated by the 
acquisition of the Harrison Murray estate agency in 2013, but the estate agency market has undertaken material 
structural changes over the past 2-3 years; even before the significant impact of Covid-19 on our housing market. 
The number of UK average annual transaction numbers has reduced compared to the long term average,  the level 
of fees that agents are likely to be able to accrue from these transactions has also fallen and there are extra costs 
arising from new additional regulatory requirements.

We have therefore deemed it prudent to write off the goodwill that sits on our balance sheet in relation to the 
historic acquisition of the estate agency.

Whilst both of these adjustments take us to an accounting loss for the year of £7.2m after tax, it is a strong 
affirmation of our financial strength, that despite these deductions totalling £16.3m, our core capital strength has 
improved over the period, with our CET 1 ratio increasing to 15.1%.

A vital component of our membership is those savers that use our branches. Despite our balance sheet overall 
undertaking a controlled contraction in 2019, we have seen the number of members and saving balances in 
our branches continuing to grow, with membership in branches up 2% in the year. We also continue to see an 
increasing number of members utilising our unique Member Rewards Scheme, which has been designed to reward 
members for planning for their financial future, in the form of a range of discounts and cashbacks. In 2019, 
members enjoyed rewards benefits of £600,000. 



Whatever we do to support our members to save, plan for and protect their financial futures, it is important that 
we do that well and deliver a level of service that we should expect to receive ourselves. I am delighted therefore 
that we have continued to achieve this and to report that our Net Promoter Score remains at the high level of 
77%; this continues to place us amongst the very best global service providers. My gratitude goes to our team 
members across the Society, who always strive to look after and serve our members in a way that they would wish 
to be served every day.

The continued emergence of digital and mobile-led activity has, as expected, continued apace in 2019, with almost 
all elements of our daily lives now being influenced or supported by an app of one style or another. We have 
been consistent in stressing the importance of building a strong digital capability, to ensure that we can serve the 
increasing number of existing and potential members who expect to deal with us not just digitally but mobile-led. 
2019 has been a year of significant progress for us on this front, as we have implemented the Salesforce platform 
across all of our existing online/digital member activity and in the process delivered significant benefits in terms of 
access, convenience and ease to our members.

Following the successful launch of Beehive Money in December 2018, we followed that with the launch of our 
member portal offering Lifetime ISAs (LISA) online for the first time in April. Then in November, we launched 
our Mortgage Broker Portal, which has significantly improved our online mortgage decisioning and processing 
capability for the thousands of brokers that deal with us over the course of a year. Both these initiatives have 
delivered material benefits to members, allowing us to offer improved service at a lower cost to serve. A LISA can 
now be opened, fully validated for ID by HMRC and ready to fund in under four minutes, with the large majority of 
applications not requiring the submission or uploading of any additional documents.

In fact, in November, following a popular money advice TV programme, we opened almost 500 accounts online 
within an hour of the programme finishing at 9pm on a Tuesday evening. In one week alone we have opened 
savings accounts online equivalent to 1% of the membership in our new portal.

On the mortgage side, we have radically reduced the time and effort for mortgages brokers to deal with us. 
Previously the lapsed time to register with us as a broker was 72 hours, with approximately 2 hours needed to get 
a full decision in principle and submit a mortgage application. Registration now takes 4 minutes and decision in 
principle and application submission under 20 minutes.

These fundamental improvements in how we provide our service in a digital world signal a strong beginning to the 
continuing digital transformation of the Society and one which we are committed to continuing in the years ahead. 
We believe that not only will it make us more relevant to a broader and younger set of potential members, but also 
serve our need to deliver quick, easy access to our services at lower cost.

I would now like to turn attention to the current global pandemic crisis and how your Society is facing into the 
short, medium and long term implications that our nation and communities will inevitably face.

Our short term response had been strong and decisive as the Society has continued to remain fully operational. 
Despite initially increased absence and operational challenges all our branches have remained opened throughout 
the lockdown period, albeit on reduced opening hours which are currently 9.00am to 1.00pm Monday to Friday. 
This has enabled us to continue to offer access to cash and payments to all our branch based members, who have 
responded superbly to our requests to consider the safety of our team members by keeping visits to an absolute 
minimum and practicing social distancing measures at all times. By doing this so effectively it has enabled us 
to remain open and be confident that we will be able to continue to do so throughout the period of lockdown. 
Our contact centre too has remained fully operational throughout, dealing with an elevated level of demand as 
members have utilised phone, email and webchat to conduct their business with the Society.

An unprecedented time of national challenge, such as this, provides a perfect opportunity for us to demonstrate the 
true benefits of being a mutually owned building society, rather than a business that exists to make a profit and 
provide a return to its owners and shareholders whatever the external environment.



I have been very proud therefore over recent weeks of the steps we have taken to protect our key stakeholders:  
our members, colleagues and our communities.

From a member perspective, in addition to ensuring that we remain open for business, unlike many bank branch 
networks, we have willingly agreed to offer mortgage payment holidays to almost 2,000 borrowing members 
who find themselves in short term difficulty and need some help and support with their household cash flow. 
Furthermore we have taken the decision, that despite Bank of Englad base rate reducing by over 85% to 0.1%, 
to maintain our savings rates at their current level for three months up to the end of June. Whilst we will have to 
reduce our rates later in the summer we do not believe that it is the right thing to do in the short term when the 
nation is facing lockdown and significant short term uncertainties. There is an inevitable cost to these measures 
however the Board is very clear. We have built up significant financial strength over the past 170 years and in fact 
have excess capital over our regulatory requirements of almost £100m. We feel therefore that it is right that in 
times of national crisis, such as this that we support our members through short term challenges and in doing so 
strongly demonstrate the significant difference between a mutually owned society and a profit driven bank.

That support extends also to our team members and the communities in which the Society operates. In response 
to the crisis we have made a six figure investment to a number of local charitable causes that are working hard 
to tackle food poverty, social isolation and homelessness. In addition where we act as a landlord to a small 
number of charities and local businesses we have provided support through suspending rental payments to allow 
them to preserve cash through this period of lockdown. This commitment is in addition to our normal community 
commitments under our “Doing Good Together” which passed the milestone in 2019 of over £1m of contributions 
to good causes in our communities over the past eight years. We have continued to support our charity partners 
Young Enterprise –supporting schools across the East Midlands to deliver their company programme and 
Framework – an East Midlands based homeless charity through support of their Off the Streets campaign. We are 
also proud to have worked with the National Literacy Trust where we have donated over 2,500 books as part of 
their Better World Books campaign to raise literacy levels across our heartland. My particular favourite in 2019, 
was our partnership work with Nottingham City Council in delivering their StoryParks initiative. Inspired by the first 
Chairman of the Society, Samuel Fox who established the first UK adult school in Nottingham, we were delighted 
to have our teams spending time in the summer across all the city’s major parks working with park rangers on 
raising numeracy and literacy skills amongst the less privileged children who live in our inner city. The initiative saw 
us give over 7,000 children a real summer holiday treat and learning experience in our parks. 

I remain in awe of our team members who continue to demonstrate great commitment and skill in all the 
volunteering and fundraising they do for such deserving causes, whatever circumstances they find themselves facing.
 
Over the past four or five weeks the response of all our staff to ensure that we continue to maintain service to 
members and provide them with the necessary support they need has been humbling to see. Our social media pages 
are full of stories and examples of where our staff have gone the extra mile and then some to look after our members. 
This has even included team members going shopping for and delivering it to the homes of our most vulnerable 
members. In response we have done all that we can to support our team members, whether they have been coming 
to work in our branches or head office every day or whether they are one of the 250+ team members who have been 
adjusting to a new life of working from home. We are in this together and are working incredibly hard and closely 
together to support our members and communities through this period of unprecedented national challenge. 

Overall we believe that the short term response to Coronavirus I have outlined have costs of approaching £2m and 
could rise further dependent on how long we face the initial impact of the pandemic but the Board is united in its 
strong belief that the response we are adopting is the right one and that our financial strength built up over many 
years gives us the ability to respond in this way and support our members and stakeholders.



Undoubtedly there will also be medium and long term implications for the nation and the Society to face 
dependent on the scale of the macro-economic implications of the virus. We should expect that losses on lending 
will increase as it is almost inevitable that long term unemployment will increase over the next year or so, with 
its unavoidable implications for arrears and repossessions. We also anticipate that Bank of England base rate 
will remain at almost zero for the foreseeable future making it increasingly difficult to strike an appropriate and 
fair balance between our savings and borrowing members. We anticipate that all these headwinds will require 
us to continue to reduce the costs to run the Society as we have done in 2019, whilst maintaining our service 
to members. This will require us to continue our medium term investment in digitising the Society. One of the 
learnings emerging from the pandemic already is that a digital world has the resilience to continue operating 
despite factors that significantly impede the way we live our everyday lives. Across a wide range of different 
sectors it is those firms with compelling digital offerings that have been able to continue business as usual despite 
the physical restrictions imposed on all of us. This learning has endorsed the decisions the Board took some time 
ago to begin a comprehensive digitisation programme and we believe therefore that it is essential, in the months 
ahead, to build on the progress we have achieved in the past 12-18 months. 

I would now like to turn my attention to your Board.

In 2019 we were delighted to welcome Simon Linares to our Board to replace the valuable skills we lost when Jane 
Kibbey retired last year and Simon is seeking election to the Board for the first time this evening.

Simon has just completed a successful career across Fast Moving Consumer Goods, Telecoms and Financial 
Services. His final executive position was Group HR Director at Direct Line where he led HR, communications, public 
affairs and corporate social responsibility. Prior to that Simon had senior experience at O2, Telefonica Digital and 
Diageo. He brings a wealth of people, development and commercial experience to the Board which will be highly 
valuable to us.

At the beginning of 2020, our Chief Risk Officer, Charles Roe, resigned to pursue new opportunities. We recruited 
Charles two years ago to use his extensive experience to build and develop our risk management framework and 
second line capability. This work has now substantively been completed and the Society is now served by a strong 
capable second line, which is led by our CRO & General Counsel Paul Roberts. On behalf of the Board, I would like 
to thank Charles for his work and commitment over that period and wish him all the very best for the future.

Finally, following Jane’s retirement at the AGM last year, we have appointed Andrew Neden as our Senior 
Independent Director. Andrew, who joined the Board in 2014 is ideally suited to support the Chair and Board 
members in the effective running of your Board and providing Board colleagues with deep experience and wise 
counsel on a wide range of matters.



Summary
The Society continues to operate in and adapt successfully to changing and challenging market conditions. 
Our results in 2019 reflect these challenges, but also how we are ensuring that we take a long lens view of the 
development of our strategy, whilst not compromising our financial strength.

We believe that to be successful in the longer run, we will need to keep members at the heart of our core purpose 
to help and support them to save, plan for and protect their financial futures, adapt and develop new mobile-led, 
digital capabilities; and have the scale and financial efficiency to successfully grow membership in a market where 
a net interest margin of 0.8% to 1.0% is seen as the norm. This will require us to continue to review our range 
of services to ensure our members receive the right blend of expert advice and service from us or our carefully 
selected range of partners, who continue to play an important part in our ‘all under one roof’ proposition. This 
includes continuing to develop our increasing popular whole-of-market mortgage advice offering provided by 
Nottingham Mortgage Services (NMS) and continuing to invest in digital, with a focus on doing even more to 
provide ease, access and convenience to our members, continue to attract younger members to the Society and 
reduce the cost to serve. 

In such unprecedented times of national emergency  our mutual status and ethos serve us well  enabling us to 
utilise and leverage the financial strength that we have built up over more than 170 years and to adapt to a newly 
emerging world, whilst continuing to serve our members with a proposition that is relevant and delivers value to 
them. We firmly believe that we remain well placed to do this. With the decisions we have taken during 2019, we 
believe we are doing all the right things to prepare your Society for a new world of financial services. As the nation 
grows older and the welfare state’s role in individual’s lives reduces, the younger generation particularly are going 
to have to be more financially independent than their parents and grandparents. We are building a Society that 
will be able to meet these needs and serve a new generation of members as well as we serve our members today, 
but in a digital first world. This will no doubt require us to continue to evolve the Society, introducing innovations 
in savings and mortgages, without compromising our service ethos or our financial strength and continuing to 
support the communities in which we serve.

As always, nothing would be possible without the commitment and support of our team members at The 
Nottingham who have been fantastic again this year. I would also like to thank all of our partners and suppliers 
who have continued to support us strongly over the past 12 months and particularly over recent weeks.

Finally, I would like to thank you, our members, for your continued loyalty and support in 2019 and enabling us to 
help you save, plan and protect your futures whatever challenges it may bring.
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