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Strategic report
Our strategy

Our approach to funding
Charter Court’s dynamic, diversified and sophisticated funding
strategy is designed to optimise its cost of funds and improve
margins while prudently managing funding and liquidity risks.

Maintain and develop our established retail savings
business as a growing and predictable source of
funding
Charter Court’s fast-growing retail savings business, Charter Savings
Bank, serves as a key foundation of the Group, providing a stable
platform for its lending activities.
CSB aims to maintain and develop its award-winning business, by
further diversifying its product offering to access new funding pools
and continuing to offer competitive new savings products in its
existing product lines. Operating with an agile, nimble approach CSB
can respond quickly to the funding requirements of the business,
providing advantageous cost of funds.

Exploit wholesale funding markets opportunistically
to deliver optimal cost of funds
Charter Court uses its securitisation platform as an alternative
financing tool, to optimise the balance of the Group’s funding
sources and to secure low cost of funds when market conditions are
favourable.

Charter Court is able to access, but does not depend on, securitisation
funding. Instead, the Group is able to use securitisation
opportunistically in a competitive retail deposit market to rebalance
the weighted average life of the Group’s liabilities.
Since 2013, Charter Court has been a programmatic issuer of high
quality residential mortgage-backed securities through the Precise
Mortgage Funding and Charter Mortgage Funding franchises. By the
end of 2017, the Group had completed a total of eight securitisations
since 2013 worth £2.2 billion and has proven its ability to utilise RMBS
as a means of generating significant funding and capital.
Charter Court selectively engages in transactions which result in the
full derecognition of the underlying mortgage assets, through the
sale of residual positions in its securitisation vehicles. When capital
markets are particularly strong, there may be opportunities to sell
residual positions above the Group’s view of the level of fair value
that can be achieved. Alternatively, if Charter Court requires
additional capital for other uses, a sale of residual positions can
quickly provide this capital. Furthermore, derecognition of the
underlying mortgage assets facilitates the subsequent release of the
associated risk weighted assets.

Strategic targets
Deliver high quality growth and sustainable and attractive risk-adjusted returns
In pursuing its strategy, Charter Court aims to deliver high quality growth and sustainable and attractive risk-adjusted returns. The Group
attempts to accomplish its aims by maintaining balance and delivering success across its key goals:

Strategic goal

KPIs

2017 Target

Delivery in 2017

Origination

Originations

Stable from 2016 into 2017

£2.7 billion
(2016: £2.5 billion)

Loan book growth

At least 20% growth in the medium term

40.9%
(2016: 95.7%)

Cost of risk

Sector leading through the cycle

0.011%
(2016: -0.002%1)

Net interest margin

Broadly flat or marginally higher year-onyear in 2017

3.19%
(2016: 3.08%)

Deliver sustainable balance sheet growth

Risk management
Maintain disciplined risk management

Profitability
Conduct rigorous margin management

Shareholders
Deliver shareholder value

Cost income ratio

Return on equity

Low 30s (%) in the short to medium term

Mid 20s (%)

Statutory: 34.1%
(2016: 47.6%)
Underlying: 31.2%
(2016: 46.4%)
Statutory: 28.6%
(2016: 18.7%)
Underlying: 30.4%
(2016: 19.3%)

1 Cost of risk was negative in 2016 as the reversal of specific provisions, previously raised in 2015, outweighed new provisions made in the year.

In addition to the financial targets above, the Group aims to develop two key non-financial goals:
Customer loyalty – we aim to deliver a quality service and product proposition to mortgage brokers and their customers and to retail depositors.
Our efforts in this respect are reflected in our combined NPS of 67 (57 for mortgage customers and 70 for retail depositors).
Leading employer - the Group also aims to maintain its status as a leading employer, with low staff turnover and high staff engagement. The
Group measures this by monitoring attrition rates, absence rates and training hours achieved and by asking employees to complete The Sunday
Times Top 100 Companies to Work For survey each year. In 2017 we were ranked as the third best place to work in the ‘mid’ sized business
category.
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