Paragon Banking Group PLC

Record profits and strong momentum

Financial results
Twelve months ended 30 September 2021
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Operating profit £194.2 million, up 61.8% on 2020. Pre-provision profit up 12.6%
Underlying EPS +62.5%

Stable asset yields and lower deposit costs supporting improving NIM trajectory
Underlying RoTE 14.7%

Dividend at 26.1p in line with policy

Net loan growth 6.1%
Period end pipelines strong
Deposit balances +18% year-on-year with broader channel penetration

Technology investment accelerated with cloud / digital first strategy

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

Impairment overlays broadly unchanged from 2020 levels, LTVs reduced and credit
performance strong

Transformation of funding structure completed
Capital strong, CET1 15.4%, further IRB progress

£50 million buyback programme announced
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Customers

Capital

High protection focus with enhanced
employee engagement
Excellent operational resilience and agility

Hybrid model planning well advanced
Safety always paramount
Strong employee engagement scores

Government support programmes
CBILS / BBLS
Payment holidays

Payment holidays successfully unwound
Continued support through RLS
Enhanced service proposition

Capital ratios strengthened
Resilient balance sheet performance

Strong capital accretion
Dividends fully recovered
Buyback programme extended
Further IRB development

Significant customer and intermediary
engagement
Technology investment maintained

Reputation enhanced
Stronger growth agenda
Accelerated digitalisation
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Twelve months ended 30 September 2021

Richard J Woodman
Chief Financial Officer
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£ million

Net interest income 310.5 278.1 +11.7%  Favourable margin and volume effects
Other income 14.4 17.0 (15.3%) Serviced portfolios running down
Total operating income 324.9 295.1 +10.1%
Operating expenses (135.4) (126.8) +6.8%  Share based led
Pre-provision profit 189.5 168.3 +12.6%
Impairments 4.7 (48.3) Write-backs model-led, overlays broadly maintained
Operating profit 194.2 120.0 +61.8%
Fair value net gains / (losses) 19.5 (1.6) Mainly yield-curve related
Profit before taxation 213.7 118.4 +80.5%
Reported earnings per share 65.2p 36.0p +81.1% Enhanced by buy-back programme
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Pre-provision profits up 15.4% in Mortgage Lending and 16.2% in Commercial Lending, Idem drag reducing

Underlying £ million

Total operating income (2021) 225.3 102.5 20.5 (23.4) 324.9
Change (v 2020) +28.8 +10.5 (6.2) (3.3) +29.8
Operating expenses (17.4) (23.9) (5.1) (89.0) (135.4)
Change (1.0) +0.5 +1.2 (9.3) (8.6)
Pre-provision profit 207.9 78.6 15.4 (112.4) 189.5
Change +27.8 +11.0 (5.0) (12.6) +21.2
Provisions for losses 5.9 (2.9) 1.7 - 4.7
Change +31.7 +18.8 +2.5 - +53.0
Operating profit 213.8 75.7 17.1 (112.4) 194.2
Change +59.5 +29.8 (2.5) (12.6) +74.2

e



Net interest margin

Structural NIM accretion returns after base-rate led drop in 2020

2.50

2.40 229

2.30 2.24
* Upwards margin trajectory resumed 520 )13 219

2.10
* New mortgages carry higher margins than legacy book 2.00

1.90

* Commercial asset margins wider still 1.80 — —
FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

2.39

* ldem run-off effect substantially reduced

* Savings performance driving material cost of funds benefits NIM progression — Group excluding Idem Capital (%)

. . ) 2.40 2.28
* Further progress expected in 2022 — scale influenced by profile 220 509
of potential base rate movements 500 1.92
. . 1.80
* Earnings growth from net assets at higher rates 160 153
. 1.41
1.40
1420 .
1.00
FY 2017 FY 2018 FY 2019 FY 2021
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Structural improvement in NIM

New books continue to generate higher yields than the legacy portfolio

Evidenced via higher yields in new portfolio Swapping lower margin legacy book for higher margin BTL / SME

8% 7.41%
7%
11.7%

6%
5%
% 3.72% 3.87%

(]
3%

1.77%
2%
56.5%
1%
0% .
Legacy mortgages Group New mortgages ~ Commercial Lending ¥ Legacy mortgages New mortgages Commercial Lending ~ ® Idem Capital
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Funding bridge

Savings growth and TFSME drawings support growth and TFS / legacy securitisation repayment

FY 2020 / FY 2021

18,000 1,840.0 875.4

. o - -

12,000
10,000
8,000

6,000

Borrowings (£m)

4,000

2,000

FY 2020 Borrowings Savings TFSME TFS SPV/Warehouses Retail Bonds FY 2021 Borrowings

* Savings growth remains the key strategic funding mechanism
* Refinancing legacy SPVs adds encumbrance capacity
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Operating expenses

Income growth outstripping pace of operating expenses expansion Underlying cost:income ratio (%)

60 s Group exc. ldem
55.6
. . . . 54.2
* Continued investments in projects and technology 55 Group
. . 50
* Share based costs drive bulk of movement in 2021
45
* Material change programme underway across the business 20
* Control and monitoring costs continuing to rise 35
. . . . 30
* Savings-related overheads growing with the deposit book
25
* Idem run-off effect diminishing: 20
* ldem cost income dilution reduced from 15.1ppts in 2017 1
to 1.1ppts in 2021 10
* Opportunity for further operating leverage >
0
FY2015  FY2016  FY2017  FY2018  FY2019  FY2020  FY2021
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Economic outlook

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

* Unemployment peak at 5.5% in Baseline, 11.9% in Severe Weighting 40% 10% 359% 15%
* House prices proved extremely resilient, in part a function of stamp duty Impact of 100% eSOk £47.1m £68.1m £106.1m
changes. Outlook remains uncertain and prudent approach taken in weighting
impairment modelling, severe assumptions harsher than BoE 2021 stress
Variance to (£12.7m) (£18.3m) +£2.7m +£40.7m
* PMAs maintained reported

* PMAs to be updated as evidence from end of furlough and government
support schemes emerges

Scenario GDP profile (Q3:21 index = 100) House price change (%)
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Q22023
Q32023
Q42023
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Impairments

Write-back in 2021 driven by improved economic scenarios

* Underlying modelling reflects improving macro environment,
particularly house prices

* PMAs determined at portfolio level and allocated to individual loans
through PD overlays

» Disclosures show impacts of weighting approach when compared to
pre-Covid levels

* Portfolio-wide credit performance remains strong

Transition weights 2021 weights 2021 weights

no PMAs no PMAs full PMA
Central 40% 40% 40%
Upside 30% 10% 10%
Downside 25% 35% 35%
Severe 5% 15% 15%
Total provision £38.2m £46.0m £65.4m
Coverage ratio 0.28% 0.34% 0.49%

Impairment overlay

I -
(Em) (Em) (Em)
Calculated provision £41.9 £62.0 £46.0
PMA * - £19.8 £19.4
Total £41.9 £81.8 £65.4
Coverage ratio 0.34% 0.64% 0.49%

* PMA — Post Model Adjustments

Indexed credit behavioural scores by portfolio

Buy-to-let
New
Legacy
New second charge mortgages
Legacy second charge and Idem Capital assets

Motor finance

100.0
100.0
100.0
100.0

100.0

100.3
101.0
99.8
102.7

101.3
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Capital movements during the period

FY 2020 / FY 2021

M Tier-1 capital B Tier-2 capital
20% P P 7.5% 8%
7.1%
L 2
o P Pension and securitisation o
18% refinancing benefits 7%
9,
0.2% 0.6%
N 09%
16% 6%
i
14% -
2 ®
2 o
=1

S 12% 4% Y
= o
i [7)
o >
10% 3% 2
4
)

8% 2%

6% 1%

4% 0%

FY 2020 Retained earnings  IFRS 9 transitional Net lending growth Dividends Share buy-backs ~ Other movements FY 2021 Total capital
adjustment

UK leverage ratio
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Group capital
Capital strength supports growth and optimisation options

Core Equity Tier-1 capital * £1,055.8m

Capital ratios Tier-2 capital £150.0m
- CET1 and TCR remain strong Total capital resources £1,205.8m
* Capital surplus over regulatory requirement exceeds £0.4 billion Credit risk S 2
(reflects CCyB at 0%) Operational risk £576.0m

* Capital requirements reduced following C-SREP Market risk -
* Pillar 2A reduced from 2.79% to 0.84% year-on-year Other £13.7m
* Fully loaded CET1 and TCR are 15.1% and 17.3% respectively Total risk exposure £6,836.9m
CET1 ratio * 15.4%

IRB Total capital ratio (TCR) * 17.6%

* Phase 2 underway for BTL Group consolidated leverage ratio

* Development finance models to be submitted in early 2022

Tier-1 equity * £1,055.8m
* IRB remains a key element in improving our competitive position LEvEre EeaTe £14,120.2m
UK leverage ratio * 7.5%

* Including IFRS 9 transitional relief of £29.7m, 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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Dividend per share

Progression reflects underlying performance, strong fair values

. . Dividend per share (pence)
and impairment reversals

30 Reflects fair value movements and
variance to “normal” cost of risk

° 2020 dividend per share impacted by: 25 Reflects variance to "normal"fc(?s':
OT risi

* Fair value movements (-ve)
* Heightened cost of risk 20

* Covid impacts on business momentum

15
* 2021 dividend per share inflated by:
* Fair value movements (+2.3p) — fair values usually excluded from
underlying performance but strong capital position and momentum 10
underpins decision to include
13.5
* Cost of risk variance to pre-Covid level of 7bp (+1.7p) 5
0

2016 2017 2018 2019 2020 2021

'S
paragon



Nigel S Terrington
Chief Executive
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A customer focused culture A dedicated team Strong financial foundations
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12.6% CAGR in new lending delivered since 2016

Continued focus on specialist markets

Operational leverage creates potential for strong growth with improving efficiency

IRB creates further growth opportunities

Maintaining our disciplined risk appetite
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Strategic priorities — diversification @J\S

* Commercial Lending contribution almost fully offset Idem amortisation, but Idem run-off largely complete
* Commercial Lending is not a single product line — comprises four sub-divisions, development finance, SME lending, motor finance and structured lending

* SME lending itself has multiple product lines

Growth divisions’ share of contribution (%) Operating profit by Commercial Lending sub-segment (£m)
B Commercial Lending W Mortgage Lending 100 SME lending Development finance M Motor finance B Structured lending
100
80
. o
60
60
| 40 p— e
40
20 I
0 0
5 2 3 S 5 3 2 2 g 2
o o o o o 2 2 2 8 2
N N N N ~N > > > > >
[N [N [N (NN [N
Aggregate contribution from two divisions grown 99.2% since 2016

Commercial Lending driving diversification and growth
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Multi business line programme with segmental roll-out accelerated

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

Delivered ...
Savings technology platform managing
3rd party relationships
Mortgage Portal
SME Portal
Surveyors’ Platform

)

Delivering ...
Digital capacity across all areas
Open APl access
Re-engineering new business processing
Enhanced automation
Enhanced data management
Improved operational capacity
Better customer service proposition

Alongside continuing investment to upgrade operational resilience

+
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IRB
Good progress as we move through various modules
Enhancing risk management capabilities, improving capital/risk alignment
Offering risk-based segmental pricing opportunities

Basel 3.1 likely deferral to 2025
Significant shareholder returns continued in FY21
Total capital repatriated (dividends + buybacks) total £624.9 million since 2015
£316.9 million dividends declared since 2015
£308.0 million buybacks since 2015
40% pay-out ratio policy
New £50 million buyback programme announced on top of £40 million from last financial year
Surplus capital over regulatory minimum exceeds £400 million

No AT1 issuances to date

Significant capacity remains to support growth ambitions

£
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Strategic priorities — sustainability

Sustainability is central to our long-term success and it influences every aspect of our business

* Reducing the impact our own operations have on the environment
* Ensuring we have a positive effect on our stakeholders and communities

* Delivering sustainable lending through our product offering and markets in which we operate

paragon

Responsible Business Report 2021

Doing the r'i'Jh{: things

Paragon’s inaugural Sustainability Report
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Buy-to-let

Strong new business flows and improving margin

Specialist new business (Em) Redemptions (Em) Net loan book and margin (Em)

3,500 1,200 700 12,000 2.50%
— 3000 . 1,000 £ 600 10,000 2.00%
Saso g EER.... SR s00 E & 500 Eso0 N BB
g 2,000 o % é 400 > 1.50% s
% 1,500 00 £ 30 g oM Loo% =
f‘; 1,000 400 2 1;3': 200 § 4,000
< 0 200 & 100 l =~ 2000 0.50%
0 e - - 1 o -
0 . o . . 0 FY 2018 FY 2019 FY 2020 FY 2021 0 o o o o 0.00%
FY 2018 FY 2019 FY 2020 FY 2021 FY 2018 FY 2019 FY 2020 FY 2021
[ Applications eeeeeeeee Pipeline M Legacy M New book e Legacy mmmmmmm New book — cecccecee NIM
New lending Redemptions Net loan book
* £1,614.4 million advances * Better customer retention * £11.4 billion, up 7.9% on FY20
FY20: £1,205.4 million .
(FY20: £1,205 on) * Overall rate increased from 6.6% to 6.9%, * Post-2010 book up 19.0% on FY20
* Pipeline £1,008.1 million, up from influenced by higher redemptions on legacy
o ! * Buy-to-let NIM 1.93% (FY20: 1.77%
£868.1 million at FY20 book W o )
- . . . * Legacy book now £4.0 billion
* Specialist lending completions 97% * Modest tick-up ahead of scheduled end (F$20Y£4 4 billion)
(FY20: 93%) to SDLT holiday T
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Proven resilience of business model through the pandemic

Continued low arrears and strong asset coverage

Arrears rate — 3mths+ (bp) Average LTV

400

Paragon buy-to-let

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

200

o k/___
45b
216p

Average LTV

85%
80%
75%
70%
65%
60%
55%
50%

>90% LTV
Average LTV

40%

30%

20%

10%

0%

% of book over 90% LTV

paragon

M O O =H N ™M < »n OV N 0 O O o W O O «# N M < 1 O N 0 O O
Source: UK Finance, Paragon Banking Group PLC
Low risk Multi-cycle experience Technology and proprietary data analytics
* Asset backing transformed since 2008 * Experienced team with through-the-cycle sector * 650 million data points per month
knowledge

* Average LTV 61.2% (Sept-08: 80.7%)
* LTV greater than 90%, 1.4% (Sept-08: 30.9%)
* LTV greater than 80%, 1.9% (Sept-08: 63.4%)

* In-house surveyors provide unrivalled property
insight

Intermediary portal
New business re-engineering on new platform

25 years of data inform:
* Underwriting
* Pricing
°  Stress testing
* IRB process
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Commercial Lending provides increased diversification

Higher yield Commercial Lending division experiencing strong Commercial Lending new business (£m)

volume growth
600

500

* Key element in the diversification strategy 400
* Record year of new originations at £971.5 million

(2020: £790.8 million, 2019: £968.0 million) 30

* Commercial segment now accounts for 37% of new advances, 200

12% of loans on balance sheet and 26% of segmental contribution
to central costs — we expect this mix to evolve further

o

100

* Strongyield is key to structural NIM improvement, providing

attractive through-the-cycle risk adjusted returns
-100

H12018
H2 2018
H1 2019
H2 2019
H1 2020
H2 2020
H12021
H2 2021

SME lending ™ Motor finance M Development finance Structured lending
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Commercial Lending — development finance

Strong drawdowns and pipeline

Originations and loan book growth (£m)

800
m Originations M Net loan book

£609.0m £608.2m
600

£506.5m

£510.4m

Experienced team with expanded and enhanced geographical

£385.3m
400
relationships

£362.9m

£352.8m

200 £136.8m

Product offering being broadened to provide further lending
options to experienced SME developers

FY 2018 FY 2019 FY 2020

FY 2021

2020 year end balance flattered by lower project completion
during lockdown, more normal profile now resumed

Development finance pipeline (£m)

2021 originations average 60.4% LGDV (2020: 58.3%) ;‘gg
300

* Portfolio LGDV % stands at 61.7% ;gg
150
100
50

Jan-20 [
Feb-20
Mar-20
Apr-20 [
May-20
Jun-20 S
Jul-20
Aug-20 [
Sep-20 [

Apr-21 [
May-21
Jun-21 [
Jul-21
Aug-21 [
Sep-21 [
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Commercial Lending — SME lending

Steady progress in a more subdued market Originations and loan book growth (£m)
800 mmmmmm Originations Net loan book «««c@ee-- Yield 8%
700 £616.8m 7%
600 | eeeeeeememnnnnetttt E576.2M e v evnnnnnnnn £S54-QM: + ¢ ¢ e e ennann 6%
E £485.1m
%,4' 500 £406.5m 5%
S 400 | £3547m £336.9m %3
e £288.0m =
‘& 300 3%
S 200 2%
* Government support measures (CBILS / BBLS / RLS) provided 10 o
competition to traditional funding o 0%
FY 2018 FY 2019 FY 2020 FY 2021

* Non-Government new lending market 19% below pre-pandemic levels

— Paragon outperforming sector
Exposure by sector

* Arrears fallen materially, payment holidays largely unwound 13% gy 23% 13% ——— « Construction

= Transport - Logistics
1.4% 2.6% = Manufacturing

= Rental & Other Transport Related Activites
Legal Services
Public Body/Council/Healthcare/Education

= Utilities/Waste & Recycling

= Forestry & Agriculture

. N = Other
High risk = Administrative & Support Service Activities
sectors— 6% - Oil & Gas Industry

£39m = Professional, Scientific & Technical Activites
Wholesale
= Air transport
= Print & Paper
10.0% = Funeral Business

Unknown

17%  15%

* Opportunity taken to accelerate development of new broker portal — -
to optimise flows when market fully recovers 239 2%

2.6%

2

2.7%

9
3.8% 4.7%

5.0%

5.0% = Media (Events)
= Travel & Tourism
= Hospitalit
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Funding
Increasing diversification enhancing pricing and growth New deposits (Em) / deposit rate (%)

potential
800 1.8%

* Continued strong deposit growth, +18.4% year-on-year to £9.3 billion
1.6%

1.4%

1.2%

New Deposits (Em)
o
Deposit Rate (%)

=]

1.0%
0.8%
0.6%

* Favourable back book / front book dynamics 700
* Cost of deposits 91bp at Sep-21 (Sep-20: 134bp)
* Building capability and capacity o0 -
* Full suite including award winning ISAs 126%_
* SME product launched >0
* Growing customer behaviour data ; :
* Cloud-based platform to build third party relationships 400
— supporting digital enablement '
300 o
* Technology to level the playing field over time: 070%0 e :
* Open banking increasingly embedded )
* Estimates of savings market balances receiving sub 25bp grown '
to over £860 billion 3
Wholesale funding
— == 0.0%

0.4%
0.2%
0
* Repositioning strategy complete

o
o

[S)
[S]

,1/'\/ ﬁ,\’ ,-1/'\/ ,1(’\/ " \,’\ ,-1/'\/ ﬁ,\’

’\z
¥
v\\yo C,QQ 0“ %o oe \q, Qe @Q vQ @,5\ \\s, N ‘?‘)% (&Q

& @Q’* \$‘ W
* Refinanced over £2.1 billion of securitisations, delivering

capital, LIBOR transition and NIM benefits s New deposits eeseee New deposit rate = « = Portfolio rate

* Green Tier-2 bond issued
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Strong lending recovery with pipelines at near record levels
Retention focus enhances loan book growth outlook

Strong trading
recovery

Positive NIM trajectory set to continue for the foreseeable future FY:22 guidance

Robust underlying asset quality, conservative stance on PMAs reassessed during FY22

Well positioned to manage uncertainties iteiife e lenely e il g

Commercial Lending £1.1 billion +

NIM growth over 5bp

Liability-side diversification delivering strong liquidity and broadening addressable

Strategic market at lower funding costs. Proven track record in wholesale funding Op costs low £150 million area

developments Cloud first, digital platform investment further improving customer experience,

and efficiency and decision making

opportunities

Organic growth potential alongside operating leverage 15%+ RoTE target

Strong capital ratio supports growth — ability to optimise capital management

Technology enabled specialist bank — 15%+ RoTE target

+
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A long-term sustainable business

Our ESG landscape

Financial inclusion

Helping customers

* Insight team augments customer
understanding
* Increased awareness vulnerable customers

* 650 million+ items of customer data
analysed each month

K%

Building a strong team

*  Further progress on Equality, Diversity and
Inclusion

*  Gold Investors in People accreditation
*  Comprehensive employee wellbeing

programme and in-house support team J
'.H. ‘

Minimising our footprint

* Increased focus on reducing environmental
impacts of our business activities

*  100% renewable energy at owned sites
*  FTSE4Good accreditation

P

FTSE4AGood!

Contributing to our communities

*  Employee volunteer scheme

*  Charitable contributions and money raised
in 2021: £73,000+

Lending sustainably

*  Understanding impact of our lending on the
climate

*  Green Bond issued in 2021

*  Launched range of sustainable mortgage
products and lending on electric vehicles |

Doing business responsibly

*  Structured online learning for all employees
throughout the year

*  Comprehensive Anti-bribery and Corruption,
Human Rights and Modern Slavery policies

*  Supplier Code of Conduct g‘

'
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Underlying return on tangible equity
Strong recovery after Covid interruption

70 q

60

* Steady earnings growth trend resumed 50
40

* 14.7% RoTE 30
20

10

FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

Dividend per share (pence) Underlying return on tangible equity (%)

30 q
16 4

14
12
10

o N B OO

FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021
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Net interest income

Progress in key divisions

Net interest income (£m)

400
350

30 L
* Mortgages and Commercial Lending seeing higher volumes and 250
wider margins 200
150

* ldem drag effect reducing as portfolio amortises 100

2020 Mortgage Commercial Idem Capital Central 2021
Lending Lending

Rate and volume influences (Em)

W Rate ®m Volume

20
15
10
5

; -
-5
-10

Mortgage Lending Commercial Lending Idem Capital Central
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IFRS 9 impairments

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 2021

Coverage ratio 2020

10,303.7
1,206.4
120.0
13.4
11,643.5

1.7
10.2
22.9

0.0
34.8

0.02%
0.85%
19.08%
0.00%
0.30%
0.44%

1,504.2
66.4
19.0

6.9

1,596.5

12.9
1.0
13.6
0.2
27.7

0.86%
1.51%
71.58%
2.90%
1.74%
1.85%

92.5
6.3
25.3
104.0
228.1

0.4
0.1
2.4
0.0
2.9

0.43%
1.59%
9.49%
0.00%
1.27%
1.62%

11,900.4
1,279.1
164.3
124.3

13,468.1

15.0
11.3
38.9

0.2
65.4

0.13%
0.88%
23.68%
0.16%
0.49%
0.64%
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Impairments

IFRS 9 provisions (Em) — Mortgages

* Portfolio and economic performance underpins lower

FY 2021 _ 348 impairment levels in 2021
0 10 20 30 40 50 60

W Stage 1 M Stage2 M Stage3

IFRS 9 provisions (Em) — Commercial Lending Portfolio impairment movements

Impairments Brought P&L W-off / Carried
Fr 2021 _ 277 £million forward charge Other* forward
2019 54.2 8.0 -20.3 41.9
2020 41.9 48.3 -8.4 81.8
0 5 10 15 20 25 30 35 40 2021 81.8 -4.7 -11.7 65.4
mStage 1 mStage2 MStage3 mPOCI . - . .
* Other includes the derecognition of certain assets in 2019
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Diversification

Diversified loan growth Diversified funding
Funding by type (Em)
Originations £million 2021 2020 Change
16,000 M Securitisation M Tier-2 bond Retail bonds
Specialist BTL 1,562.2 1,119.0 +39.6%
M Central Bank [ Retail deposits 1 Repo
Other mortgages 67.8 140.7 (51.8%) 14,000
Commercial Lending 971.5 790.8 +22.9% 12,000
Idem Capital 0.0 0 0.0%
Total 2,601.5 2,050.5 +26.9% 10,000
8,000
Total — loans and advances to customers (£m)
*
14,000 W Legacy [@PM12 I New 6,000
12,000
10,000 4,000
8,000
oL osl (Frr7
6,000 FFFIFi 2,000
4,000
2,000
0 B} _— _— B NS NN EEES
FY2015 FY2016 FY2017 FY2018 FY2019  FY2020  FY2021 2013 2014 2015 2016 2017 2018 2019 2020 2021

* Assets now off-balance sheet under management
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Mortgage Lending
Increasingly BTL Loans and advances

focused
* BTL originations have L ) . W Amateur BTL ~ M Specialist BTL M Residential M Second charge mortgages
o M Amateur BTL M Specialist BTL M Residential M Second charge mortgages
a specialist focus

* Second mortgage

origination stopped Net interest margin
from half year

Underlying profit contribution

.. FY
* Divisional NIM
FY 2019
FY 2018 ° £144.8m
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Commercial Lending

Record volumes

.

Delivering growth in
volumes and
associated margins

Originations Loans and advances

FY 2021

FY 2020

FY 2019

FY 2018

J £971.5m

_ . £710.0m
SME lending M Motor finance
H Development finance Structured lending

FY 2021 "_‘ £1,568.8m

SME lending M Motor finance
M Development finance Structured lending

Net interest margin * Underlying profit contribution

* Calculated over average monthly balances

FY 2021

FY 2020

FY 2019

FY 2018

4.31%

5.51%

5.07%

6.33%

FY 2019 £43.8m
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Idem Capital

amortisation
FY2021 | £0.0m Frr2o2 I £2250m
FY2020 | £0.0m Frv2o20 [T £297.1m
FY 2010 l £4.2m rrzo0 T £3000m
rr2os I cean rr2o1s [ eso1am

* Cash generation H Discounted purchases u Performing
remains stable

Net interest margin Underlying profit contribution

rvoo1 [ . Fr2021 [ £17.1m
rr2020 [ 7 .s0% Fr2020 [N €19.6m

FY 2018
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Central

Cost growth focused on central areas Underlying profit / (loss) contribution

M Corporate / central funding M Unallocated / central costs

* Projects, IT developments, increasing

control and risk expenditure

Underlying operating leverage*

FY 2021

65.7%

FY 2020 62.9%

FY 2019 61.2%

FY 2018 58.4%

* Central operating costs as a proportion of total operating costs
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£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

11,608.7
1,568.8
225.2

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

10,819.5
1,514.8
297.1

12,631.4

1,925.0
949.1

15,505.5

1,156.0
7,856.6
149.8
296.8
3,928.3
1,854.4
262.7

15,505.5

+7.3%
+3.6%
(24.2%)

+6.1%

(29.3%)
(60.6%)

(2.4%)

+7.4%

+18.4%
(0.5%)
(20.1%)
(68.3%)

+52.0%
(45.3%)

(2.4%)
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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 2021. 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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