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Sainsbury’s Group

Further enhance our 
differentiated
food proposition

Grow
General Merchandise
and Clothing and 
deliver synergies

Diversify 
and grow
Sainsbury’s Bank

Continue 
cost savings and 
maintain balance 
sheet strength

1 2

3 4

Bank is a major component and a strategic priority
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Sainsbury’s Group

1. 2. 3.

In a challenging Retail environment, the Bank helps:
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Group financial highlights

• UPBT £589m – a return to growth
- H2 UPBT up 11%, with improved food margin trend

• Cost savings and Argos acquisition synergies ahead of plan

• Sainsbury’s Bank profits up 11%

• Strong cash generation 
- Free cash flow £432m, up £113m year on year

• Lease adjusted net debt to EBITDAR down to 3.2x vs 3.7x a year ago
- Net debt down £113m

• Comfortable with FY 18/19 UPBT consensus1

1 2018/19 UPBT consensus estimate of £629m, as published on 5 March 2018 on www.j-sainsbury.co.uk/investors/analyst-consensus

J Sainsbury plc Full Year Unaudited Results 17/18
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Peter Griffiths
Chief Executive
Sainsbury’s Bank 
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Target outcomes
Diversified income streams, structural advantages, scale potential

Fee income

Efficiency

Customer 
numbers

Asset mix

Volatility

Low risk, low capital intensity business which is great for 
our customers

Leverage modern platform to build scale and 
improve operational efficiency

Sainsbury’s customers are lower risk and acquisition costs 
are low. AFS drives Argos sales and generates financial 
income

Adding secured lending lowers overall risk levels

Strategy yields lower earnings volatility in stress 








Aim



Target

Long term cost:income target c.50% from current 70%

c.60% secured lending long term vs current 5%

Maintaining strong contribution

Targeting Sainsbury’s customers through data, digital 
and propositions
Higher AFS penetration of Argos sales

Lower volatility
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Investing and delivering our infrastructure

• Investment in new systems more complex and expensive than anticipated

• Modern scalable platforms give greater flexibility and responsiveness

Loans platform live and cards on track

Cards

Bank and Argos to share 
the same cards 
operating platform by 
Summer 2018

 Flexible core platform
 Savings and ATMs
 Insurance platform
 New loans platform 

Delivered
 Mortgage offer
 New website
 Contact Centre
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Unsecured lending
• 11% growth in new accounts year on year
• New loans platform successfully launched
• Annual spend per active Argos storecard <£500

Good Bank progress

Mortgages
• 3k applications since Apr 17 launch
• £278m lending to date
• Average loan size £230k and average LTV 55% 
• Currently 8 broker partners with distribution 

network widening, building scale

Diversification and growth

Savings
• New accounts up 41%
• 21% growth in total balances 
• 32% growth in ISA and Fixed Term deposits

Fee income
• Travel money transactions up 26%
• ATM estate grew by over 5%

- 36 new ATMs in high footfall Argos stores
• Car and Home new insurance polices up 42% and 

39%
- Following move to multi-panel provider
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Nectar opportunity
Taking loyalty to the next level

The role of Nectar

30% cheaper
cost to acquire new Bank customers 

75% of Bank customers

80% of insurance customers
linked to a Nectar card

50% less likely
Customers are around

to default

Nectar acquisition
• Acquired all Nectar businesses
• Full independent operation of loyalty programme

Benefits
• Reward customer loyalty
• Support our strategy of knowing our customers 

better than anyone else
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Argos Financial Services

• Drive higher ticket sales through provision of credit 
products to Argos shoppers

• Deliver finance and retail margin and commission 
income from 3rd party provided products 

• Stable base of loyal customers, typically funding 
big ticket purchases 

• Investment in infrastructure, people and systems
- Building capabilities to realise contribution 

growth

Growth opportunity

Strategy 2017/18 performance

10%
penetration growth

6%
increase in new accounts

Argos card launched in Sainsbury’s 
November 2017

iPhone sales
1 in 3 sold within Argos bought on the Argos Card
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David Samper
Interim Chief Financial Officer
Sainsbury’s Bank 
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30%
11%

200bps
8%
6% 

50 bps
50 bps
80bps

380bps

Excluding AFS
30 bps
30 bps

Sainsbury’s Bank - Full Year Unaudited Results 17/18 
Profit increase primarily driven by consolidation of Argos Financial Services

4 Net interest receivable / average interest-earning assets 
5 Bad debt expense / average net lending
6 Common equity tier 1 capital / risk-weighted assets

347
62

72%
1.77m
1.84m

4.4%
0.8%

13.3%
13.3%

Total income3

Underlying operating profit
Cost/income ratio
Active customers - Bank
Active customers - Argos FS
Net interest margin4

Bad debt as a percentage of lending5

CET 1 ratio6

Total capital ratio7

451
69

70%
1.92m
1.95m
4.9%
1.3%

14.1%
17.1%

£m

1 12 months to 28 February 2018, including full year Argos Financial Services trading
2 12 months to 28 February 2017, including 6 month period of post acquisition Argos Financial Services trading

Change2017/181 2016/172

3 Net interest, net commission and other operating income

7 Total capital / risk-weighted assets
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Bad debt and credit quality

 BDAR on unsecured remains low compared to industry with:

– arrears performance consistently better than benchmarks 

– lending concentrated in lower risk and family segments

 Historically bank has managed portfolio with NIM 3-4x BDAR

 Bank will continue to focus on areas of value across unsecured lending

 Portfolio losses becomes less volatile over time as the proportion of mortgages increases
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Balance sheet

 Total assets at Feb-18 of c£8bn

 Growth across all lending products

 Mortgages performing well with £0.3bn lending to date

 Strong deposit growth with balances up 21% to £5bn

 Wholesale funds at £1.5bn driven by utilisation of the BoE 
Term Funding Scheme (£950m as at Feb 18)

Assets

Liabilities

Unsecured (Loans and Credit Cards)

Mortgages

Argos storecards

Cash and cash equivalents

Other assets

Customer deposits

Wholesale funds

Sub debt

Other liabilities
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We remain confident in the Bank’s potential to generate growth and healthy returns in the medium term.

In the short term we expect underlying profit to fall to c.£30m, driven by:

• Competitive conditions and a cautious approach impacting margins in unsecured lending

• Higher provisions assumed for bad debt as interest rates rise

• Interest costs of Tier 2 capital raised in November 17 (£9m per year, £6m year on year)

• Additional £11m impairment as a result of IFRS9 adoption

FY 18/19 Guidance

69
-

48 -
30

FY17/18

Trading
growth

Margins & 
impairment IFRS 9

FY18/19

Tier 2 
capital cost

2018/19 FY Guidance
 Expect underlying profit of around 

£30m in 2018/19

 Capital injections into the Bank are 
expected to be £110m in 2018/19.  
This is to cover card and loan 
platforms, regulatory capital and 
growth in loan, card, and mortgage 
balances

 Capital injections into the Bank 
from 2019/20 onwards to average 
£100m per year
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 Strategy unchanged 

 Bank a pillar of Group strategy

 Reducing balance sheet risk and building scale with strong start in mortgages

 Selective growth in unsecured to retain high quality portfolio

 Strong focus on successful commission businesses

 Exciting Argos Financial Services opportunities for Bank and Group 

 Close to completion of New Bank Programme

 Commencing efficiency programme to further improve return on capital 

Focused on Sainsbury’s customers
Poised for growth
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Disclaimer
NOT FOR RELEASE, PUBLICATION OR DISTRIBUTION IN WHOLE OR IN PART IN, INTO OR FROM ANY JURISDICTION WHERE TO DO SO WOULD CONSTITUTE A 
VIOLATION OF THE RELEVANT LAWS OR REGULATIONS OF THAT JURISDICTION. 

This presentation has been prepared solely for information and for use in connection with the review of the full year unaudited results of Sainsbury’s Bank plc (and its subsidiaries) (together the “Financial Services Group”). Sainsbury’s Bank plc 
is a wholly owned subsidiary of J Sainsburys plc. For the purposes of this notice, “presentation” means this document, any oral presentation, any question and answer session and any written or oral material discussed or distributed by, or on 
behalf of, the Financial Services Group. By attending the meeting where this presentation is made (whether in person, or by telephone), or by reading this document, you agree to be bound by the limitations set out below.

The release, publication or distribution of this presentation in jurisdictions other than the United Kingdom may be restricted by law and therefore any persons who are subject to the laws of any jurisdiction other than the United Kingdom should 
inform themselves about, and observe, any applicable requirements. Any failure to comply with applicable requirements may constitute a violation of the laws and/or regulations of any such jurisdiction. To the fullest extent permitted by 
applicable law, the Financial Services Group and its affiliates, directors, officers, employees and agents (together, the “Representatives”) disclaim any responsibility or liability for the violation of such requirements by any person.

This presentation does not constitute or form part of any offer, invitation to sell, any solicitation of any offer to purchase or subscribe for, or otherwise dispose of or issue of, any shares or other securities nor shall it or any part of it, nor the fact of 
its distribution form the basis of, or be relied on in connection with, any contract commitment or investment decision.

No reliance may be placed for any purpose whatsoever on the accuracy of the information or opinions contained in this presentation or on its completeness. No responsibility or liability is or will be accepted for any information or opinions 
expressed in this presentation or omissions therefrom or for any other statement made or purported to be made by the Financial Services Group or on its behalf, and no representation or warranty, express or implied, is or will be given in relation 
to such information or opinions and any reliance you place on them will be at your sole risk. None of the Representatives have independently verified any information herein. To the fullest extent permissible by law, such persons disclaim all and 
any responsibility, obligation or liability whatsoever, whether arising in tort, contract or otherwise, for the contents of (or any omissions from) this presentation and make no representation or warranty, express or implied, as to the truth, fullness, 
fairness, accuracy or completeness of the information in this presentation (or whether any information has been omitted from the presentation) or any other information relating to the Financial Services Group, or its affiliates or associated 
companies, whether written, oral or in a visual or electronic form, and howsoever transmitted or made available or for any loss howsoever arising from any use of this presentation or its contents or otherwise arising in connection therewith. The 
information set out herein may be subject to updating, completion, revision, verification and amendment and such information may change materially. Save as to the extent required by law and regulation, none of the Representatives undertakes 
any obligation to update any of the information or opinions contained herein.

This presentation may include statements that are, or may be deemed to be, “forward-looking statements”. These forward-looking statements may be identified by the use of forward-looking terminology, including the terms "believes", 
"estimates", "envisages", "plans", "projects", "anticipates", "targets", "aims", "expects", "intends", "may", "will" or "should" or, in each case, their negative or other variations or comparable terminology, or by discussions of strategy, plans, 
objectives, goals, future events or intentions. These forward-looking statements include all matters that are not historical facts and involve predictions. Forward-looking statements may and often do differ materially from actual results. Any 
forward-looking statements reflect a current view with respect to future events and are subject to risks relating to future events and other risks, uncertainties and assumptions relating to the Financial Services Group, results of operations, 
financial position, liquidity, prospects, growth or strategies and the industry in which they operate. Forward-looking statements speak only as of the date they are made and cannot be relied upon as a guide to future performance. Save as 
required by law or regulation, each Representative disclaims any obligation or undertaking to release publicly any updates or revisions to any forward-looking statements in this presentation that may occur due to any change in its expectations 
or to reflect events or circumstances after the date of this presentation. Nothing in this presentation should be construed as a profit forecast and no statement in this presentation should be interpreted to mean that earnings per share of J 
Sainsburys plc for the current or future financial years would necessarily match or exceed the historical published earnings per share of J Sainsburys plc.

Where applicable, the industry, market and competitive position data contained in this presentation has come from official or third party sources. Third party industry publications, studies and surveys generally state that the data contained 
therein have been obtained from sources believed to be reliable, but there is no guarantee of the accuracy or completeness of such data. While the Financial Services Group believes that each of these publications, studies and surveys has 
been prepared by a reputable source, the Financial Services Group has not independently verified the data contained therein. In addition, certain of the industry, market and competitive position data contained in this presentation may be 
sourced from the internal research and estimates of the Financial Services Group based on the knowledge and experience of the Financial Services Group’s management. While the Financial Services Group believes that such research and 
estimates are reasonable and reliable, they, and their underlying methodology and assumptions, have not been verified by any independent source for accuracy or completeness. 

Certain figures contained in this presentation, including financial information, have been subject to rounding adjustments. Accordingly, in certain instances, the sum or percentage change of the numbers contained in this presentation may not 
conform exactly with the total figure given.

Except as explicitly stated, none of the content of the websites of the Financial Services Group nor any website accessible by hyperlinks on such websites, is incorporated in, or forms part of, this presentation.
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