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A low risk, mainstream, retail focused bank
Demonstrating progress towards mid-teens returns

ROTE of

10.9%

up from 7.4% in FY14
>£30bn

Total Assets

Source: Company finformation or all data
Note: (1) Underlying EPS

4.5p

Total
dividend




Continued delivery on our investment case
On track to deliver mid teens RoTE in 2017

FY15

Gross Mortgage Lending £7.5bn +29.0%
Share of Gross Lending 3.4% +0.6pp
Share of Net Lending 10.6% +0.8pp
Cards Balances £1.6bn +44% 1 O ] 9 %
Share of card market 2.5% +0.7pp +47% on 2014
Retail Deposit Balances £25.1bn +12.0%
NIM 165bps +15bps RoTE
Cost of Risk 12bps +5bps
CET1 Ratio 17.5% (1.5)p 4.5p
Cost: Income Ratio 63.6% (8.9)pp Mol

Dividend

Underlying PBT £160.3m +53.0%

Source: Company information for all data



Considerable progress across all business lines

Mortgages & Cards

* FY15 front book spreads of 186bps
* Average front book LTV of 68%

Mortgages

Strong growth * Gross lending share of 3.43%
with effective
spread

management

» Growth in balances of 16%
* Net lending share of 10.6%
* Net lending of £3.65bn

* BTL share of stock of 17%

* Balances of £1.6bn

Cards

* New business EIR of 7%

: » Market share of 2.5%
First concurrent
» >185k new customers in 2015

card platform build
and migration

Source: Company information for all data

FY15 2016

« Jan market highest since 2008
* Application volumes strong

* CML expects market of £237bn

FY15 2016

« Strong start to year

* >500k applications since launch

Target update
£3bn cards

book by end
2017

Legaﬁ

General

2015 Best Lender for
partnership with Mortgage
Club sponsored by IRESS

(Y)) WINNER

Moneyfacts
Award 2015

Best Service from a BTL
Mortgage Provider




Considerable progress across all business lines

Savings and Current Accounts, Insurance & Investments

FY15 2016
. * Number of successful re-prices: 2 « Strong deposit gathering start
Savings > ¢ eleslie 2 | Mioney
* Cash ISA net inflow share of 20.1% * Further re-price imminent §”\~‘“~=
Continued « Record balances of £25.1bn gx,gjm
Success « Retail deposit balances up 12% Best Cash ISA provider

gathering
balances at
scale

» Customer retention:85%

FY15 2016

ClI * Attracted >370k insurance policies  Current account momentum

* 3 new investment funds * Public launch of Smartr Account

. * New insurance partnerships
Foundations for

future growth * ECAroll out complete 2z
largely in place « Current Account exceeded plan ,Y("*f
- Total Income +12% ==

Source: Company information for all data



Low risk, customer focused, model and culture
Continued high quality and prudent risk appetite

Customer focused culture Financial Strength

FY15

NPS
~+ 1 9 Average LTV 55.0% (0.7)pp

vs +14 in 2014

Cost of risk 12bps +5bps
CET1 Ratio 17.5% (1.5)pp
0
88% Leverage 4.0% (0.1)pp

vs 86% in 2014  Employee
Engagement

Source: Company information for all VM data.



The year held some challenges
Macro economic and regulatory headwinds

Challenge

Response

Nimble Pricing & Active

mixXx management

Increase BTL and LTV flow, within risk
appetite

Strengthened Intermediary relationships

Asset spread pressure

Mortgage market competition

front book
spreads

BTL regulatory change
(1) Interest relief to fall to basic tax rate
(2) Stamp duty +3% on BTL and 2"¥ homes

Low risk operating segment
(1) Rigorous underwriting standards
(2) Limited exposure

Manageable
impact

Reaffirmed mid-teens RoTE
by 2017

Mid teens
ROTE by 2017

Summer Budget bank tax
* 8% surcharge on profits >£25m from 2016

Source: Company information for all data
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Group Summary — Balance Sheet

Continued strong growth

£bn 2015 2014
Mortgages 25.5 21.9
Cards 1.6 1.1
Deposits 25.1 22.4
Wholesale 3.3 2.4
Loan:Deposit Ratio 107.5% 102.8%
CET1 ratio 17.5% 19.0%
Leverage ratio 4.0% 4.1%
TNAV per share (£) 2.54 2.36

Source: Company for all data. BoE FY15 market share data for mortgages gross market share

Change
16%

44%

12%

37%

+4.7pp

(1.5)pp

(0.1)pp

8%

)

vV vV 9V v V9

£7.5bn gross lending (3.4% market share)

Nearly £0.5bn growth in just over 6 months

Growth above market (12% vs 7%)

Cost efficient development of funding

Increased maximum to 115% over time

Supportive of further growth

10



Group Summary — Profit & Loss

UPBT and returns improving towards mid term targets

£m AONES 2014 Change

Net Interest Income 456.1 366.1 25% ’
Other Income 67.0 72.1 (7)%

Total Underlying Income 523.1 438.2 19% }
Costs! (332.5) (317.6) 5%
Impairment Losses (30.3) (15.8) 92% }
Underlying PBT? 160.3 104.8 53%

Net Interest Margin 1.65% 1.50% 15bps }
Cost:Income Ratio? 63.6% 72.5% (8.9)pts
Cost of Risk? 0.12% 0.07% 5bps

ROTE 10.9%  7.4%  3.5ppts }

Source: Company for all data

Achieved through improved NIM and
balance growth

Positive JAWS generated by income
growth and strong cost control

Impairments increasing as expected
with cards growth

Cards balance growth and cost of
funds improvement broadly offsetting
mortgage spread compression

Strong ROTE progression through
iIncome growth and operational leverage

Notes: (1) Costs and UPBT now include FSCS as underlying, whereas in previous statements it was treated as exceptional. C:| ratio excluding FSCS would be 61.2% 11

(68.7% 2014) (2) Net of debt sale recoveries



Statutory Profit & Tax

Significant reduction in exceptional line items

(Em) 2015 2014 Change

Underlying Profit 1603 104.8 53% } Substantial UPBT growth

Additional Northern Rock Consideration - (36.0) (100)%

Costs associated with IPO (10.5) (28.4) (63)% ’ Share Based Payments
irne}gerglié:ai\t/eérrzs and compensation for (11.8) (6.4)  84% } Primarily cards and digital investments
Statutory PBT 138.0 34.0 306%

Taxation (26.8) (25.3) 6% ’ Effective tax rate was 19.4%.
Statutory PAT 111.2 8.7 1178%

Source: Company information for all data
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Buy to Let

BTL lending remains high quality and a manageable proportion of the book

Rigorous underwriting Limited Exposure High quality BTL performance

...low arrears vs. industry...

Max 75% LTV 2.5% -
(Actual average 55%) 5 0% -
High 15% - \
Max 4 BTL properties performing 1.0% -
(Actual average of 1.2) BTL 05% A
0.0% | T T — |

o 2012 2013 2014 2015
Stressed at 5.99% 17% —CML =——\/M Resi =—\/M BTL

(excluding non-rental income)
of book o
...strong performance within VM book

125% income cover ) 26l Sl

(Actual average 150%) 86% Proportion 17% 83%

of customers
hold one Stock yield 3.32% 2.81%

High income customers property
(E67k average non-rental income) Cost of Risk!  (0.01%) 0.02%

Source: Company information for all internal data, CML represents arrears data for market
Note: (1) Writeback of £0.2m in 2015 results in negative CoR 13



Credit cards profitability

A growing contributor based on distinctive management competence

‘ Low cost,
high quality
origination

Activity
stimulation

| Prudent EIR
retention assumptions

Source: Company information for all data
Note (1): Portfolio average

EIR
life
Inside

14



Net Interest Margin evolution

Ahead of expectations, despite the impact of asset spread pressure

6bps
29bps —
33bps
- 130ps -
FY14 Asset spreads Asset mix Cost of Funds  BS optimisation

Management

FY15

} Mortgage pricing pressure but stabilisation toward the end of the year
} Cards growth exceeding expectations
} Deposit re-pricing and better than expected retention

} Tightening of liquidity and wholesale management

} Future plans assume no base rate rises in 2016 and 2017

Source: Company information for all data
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Other Operating Income

Foundations in place to support future growth

Total Other Operating Income (Em)

72.1 67.0

<@

2014 2015

Other ®Cards B Current Accounts, Insurance & Investments

Source: Company information for all data

} Principally asset sales

Other income reduced

» following end of agreement
with MBNA. Marginal
increase going forward

» Focus for go-forward
business

16



Costs walkthrough
Continued progress towards C:l target of 50% by 2017, now including FSCS charge

Cost:Income Ratio
Delivered through income growth of 19%
041 0
e (8-9pp) SRl } exceeding cost growth of 5%

7.0 (3.4) 3.2 8.1
| .

} Mortgages & Savings growth a result of
volume increases and investments in
improved processes

’ Cards costs now ¢.30% lower than under
MBNA partnership

} Cll capability build out and partner costs
increased

} Central Functions growth as investment

, , , , , programme continues
2014 FY Costs  Mortgages & Cards Current Central 2015 FY Costs
Savings Accounts, Functions
Insurance &
All values (£m) Investments

Source: Company information for all data
Notes: (1) 2014 costs restated to includes FSCS, ensuring comparison to 2015 basis is like for like 17



Asset Quality

Superior risk management

Mortgage & Card arrears versus market?! Mortgage Book LTV Distribution

2015 0 70% 40% - ®2014 w2015

35%
30%
25%
20%
15%
10%

5%

0%

VM Mortgage CML Average VM Credit Card Industry <50% 50-60% 60-70% 70-80% 80-90% 90-100% >100%
Arrears Arrears Average
[ \et of debt recoveries
[ Amount of debt recoveries
15bps
11bps
2014 2015 2014 2015

Source: Company information for all data. Council of Mortgage Lenders and Argus for market data
Notes: (1) VM Mortgage arrears and market comparator is 3 month plus in arrears, VM Credit Card arrears and market comparator is 2 plus cycles in arrears 18



Balance Sheet Strength — Capital

Increased capital efficiency

Leverage ratio

1.8% (2.9%)

(0.7%)
I
FY14 Retained Growth in IRB model Other FY15
earnings lending changes movements
CET1 Ratio

Source: Company information for all data
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Doing what we said we would do
Organic plan on path to meet medium term returns targets

Measures FY15 progress

Mortgages

Credit Cards

Deposits

L:D ratio

NIM

C:l Ratio

Cost of risk

CET1 ratio
Leverage ratio

RoTE

Source: Company information for all data

3.4% share

c.£1.6bn in balances

12% growth

107.5%

165bps

61.2% (ex-FSCS)
63.6% (inc-FSCS)

12bps

17.5%
4.0%

10.9%

NN NN NN N

20



Delivering increasing returns supporting the dividend
Through continued growth and disciplined cost management

Strong JAWS

523

438 e,,«‘b“"’
e
318

| Cocto 5 2

2014 2015
Total Income Costs

+53%
UPBT growth
vs. FY14

Source: Company information for all data
Note: (1) FSCS is included in opex

ROTE

10.9%

vS. 7.4% in

40.0

2013 2014 2015
UPBT!

4.5p

Total
Dividend

21
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Well positioned to deliver medium term targets

4 Pillars providing confidence over 2017 position

Base Rates Pricing Cards Costs

No increases Guiding to NIM of Accelerating 50% Cost:
assumed in 2016 165bps in 2017 £3bn target to Income target
and 2017 end 2017 now absorbs
(1 year early) FSCS

Significant
Any increases Nimble pricing to success since
provide upside protect margin launch on own
platform

Proven ability to
contain cost base
whilst investing

Reiterate Mid-Teens Returns by 2017

Source: Company information for all data
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Well placed to take advantage of future opportunities

A differentiated profile to specialist lenders and effective competition to incumbents

@ money
Opportunity

Organic
Growth

24



Q&A




Appendix
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Business Unit Underlying Financial Performance

Current
Mortggges & Credit Cards Accounts, Cent_ral Group
Savings Investments & Functions
Insurance
2015 2014 2015 2014 2015 2014 PAONES) 2014
Net Interest Income 358.5 291.0 97.6 75.1 - - - - 456.1 366.1
Other Income 2.5 3.1 18.0 25.2 36.6 32.8 9.9 11.0 67.0 72.1

Total Underlying 361.0 | 2941 1156 1003 366 | 828 99 | 110 5231 4382

Income
Total Costs (92.7) (85.7) (37.1) @ (40.5) (16.7) @ (13.5) (186.0) (177.9) (332.5) (317.6)
Impairments (3.0) (1.2) (27.3) | (14.6) - - - - (30.3) | (15.8)

Underlying profit/loss 265.3 207.2 51.2 45.2 19.9 193 (176.1) (166.9) 160.3 | 104.8

NIM 1.52% 1.42% 8.22% = 9.60% - - - - 1.65% | 1.50%

Source: Company information for all data
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Statutory P&L

(Em) 2015 2014 Change
Interest and similar income 839.3 771.6 9%
Interest and similar expense (384.5) (404.3) (5%)
Net interest income 454.8 367.3 24%
Fee and commission income 27.4 35.1 (22%)
Fee and commission expense (1.2) (1.2) 9%
Net fee and commission income 26.2 34.0 (23%)
Fair value gains/(losses) on financial instruments (0.4) 0.1 (500%)
Other operating income 41.3 36.9 12%
Other income 67.1 71.0 (5%)
Total income 521.9 438.3 19%
Other operating expenses (353.6) (338.9) 4%
Fees associated with listing - (12.6) (100%)
Total operating expenses (353.6) (351.5) 1%
Profit before tax from operating activities 168.3 86.8 94%
Impairment (30.3) (15.8) 92%
Gain on sale of subsidiary - 4.5 (100%)
Additional Northern Rock consideration - (36.0) (100%)
Premium on repurchase of Non-core Tier 1 notes in issue - (4.5) (100%)
Loss for the period of disposal group - (2.0) (100%)
Profit before tax 138.0 34.0 306%
Taxation (26.8) (25.3) 6%
Profit for the year 111.2 8.7 1178%

Source: Company information for all data



Statutory Balance Sheet

(Em) 2015 2014 Change
Assets
Cash and balances at central banks 888.6 851.3 4%
Derivative financial instruments 82.3 101.2 (19%)
Loans and receivables:
- Loans and advances to banks 614.5 720.5 (15%)
- Loans and advances to customers 27,109.0 23,093.1 17%
- Debt securities 11 8.6 (87%)
27,724.6 23,822.2 16%
Available-for-sale financial assets 1,296.9 1,539.6 (16%)
Intangible assets 64.4 46.1 40%
Tangible fixed assets 74.6 72.9 2%
Deferred tax assets 38.0 50.2 (24%)
Other assets 59.6 5158 12%
Total assets 30,229.0 26,536.8 14%
Liabilities
Deposits from banks 1,298.7 846.7 53%
Customer deposits 25,144.9 22,365.7 12%
Derivative financial instruments 156.0 228.2 (32%)
Debt securities in issue 2,039.4 1,594.1 28%
Provisions 8.4 9.3 10%
Other liabilities 241.3 249.0 (3%)
Total liabilities 28,888.7 25,293.0 14%
Equity
Share capital and share premium 654.6 654.6 -
Other equity instruments 156.5 156.5 -
Other reserves (15.6) (2.8) 767%
Retained earnings 544.8 434.5 25%
Total equity 1,340.3 1,243.8 8%
Total liabilities and equity 30,229.0 26,536.8 14%
Loan: Deposit Ratio 107.5% 102.8% 4.7pp

Source: Company information for all data



Balance Sheet Strength

Total Funding (%) Liquidity Portfolio by Type (%)

2015 4% 2015 4%

7% 8%

6%
11%

0
83% 4% 73%

B Customer Accounts H Total Equity B UK Govt ® Supra BCovered Bonds © RMBS ® Other
B Debt securities in issue Term repo
Loan to Deposit Ratio (%) Liquidity Portfolio by Rating (%)
2015 2%

19%

107.5% 79%

102.8%

2014 2015
mAAA mAA+ mAto AA-

Source: Company information for all data



Balance Sheet Strength — Risk-Weighted Assets

363 (97) 28 95

FY14 RWAs Growth in Growth in credit IRB model Movementin Movementin FY15 RWAs
Mortgage card balances changes Treasury and  Operational
Balances other RWASs Risk

Source: Company information for all data



Disclaimer

This document contains certain forward looking statements with respect to the business, strategy and plans of Virgin Money Group and its current goals and expectations relating
to its future financial condition and performance. Statements that are not historical facts, including statements about Virgin Money Group’s or its directors’ and/or management’s
beliefs and expectations, are forward looking statements. By their nature, forward looking statements involve risk and uncertainty because they relate to events and depend upon
circumstances that will or may occur in the future. Factors that could cause actual business, strategy, plans and/or results to differ materially from the plans, objectives,
expectations, estimates and intentions expressed in such forward looking statements made by the Group or on its behalf include, but are not limited to: general economic and
business conditions in the UK and internationally; inflation, deflation, interest rates and policies of the Bank of England, the European Central Bank and other G8 central banks;
fluctuations in exchange rates, stock markets and currencies; the ability to access sufficient sources of capital, liquidity and funding when required; changes to Virgin Money’s
credit ratings; the ability to derive cost savings; changing demographic developments, including mortality, and changing customer behaviour, including consumer spending, saving
and borrowing habits; changes in customer preferences; changes to borrower or counterparty credit quality; instability in the global financial markets, including Eurozone instability,
the potential for one or more countries to exit the Eurozone or European Union (EU) (including the UK as a result of a referendum on its EU membership), and the impact of any
sovereign credit rating downgrade or other sovereign financial issues; technological changes and risks to cyber security; natural and other disasters, adverse weather and similar
contingencies outside Virgin Money’s control; inadequate or failed internal or external processes, people and systems; terrorist acts and other acts of war or hostility and responses
to those acts; geopolitical, pandemic or other such events; changes in laws, regulations, taxation, accounting standards or practices; regulatory capital or liquidity requirements and
similar contingencies outside Virgin Money’s control; the policies and actions of governmental or regulatory authorities in the UK, the EU, the US or elsewhere including the
implementation and interpretation of key legislation and regulation; the ability to attract and retain senior management and other employees; the extent of any future impairment
charges or write-downs caused by, but not limited to, depressed asset valuations, market disruptions and illiquid markets; market relating trends and developments; exposure to
regulatory scrutiny, legal proceedings, regulatory investigations or complaints; changes in competition and pricing environments; the inability to hedge certain risks economically;
the adequacy of loss reserves; the actions of competitors, including non-bank financial services and lending companies; and the success of Virgin Money in managing the risks of
the foregoing.

Any forward-looking statements made in this document speak only as of the date they are made and it should not be assumed that they have been revised or updated in the light

of new information of future events. Except as required by the Prudential Regulation Authority, the Financial Conduct Authority, the London Stock Exchange plc or applicable law,

Virgin Money expressly disclaims any obligation or undertaking to release publicly any updates of revisions to any forward-looking statements contained in this document to reflect
any change in Virgin Money’s expectations with regard thereto or any change in events, conditions or circumstances on which any such statement is based.



