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Arbuthnot Banking Group PLC
 

Third Quarter 2024 Trading Update
  
The Board of Arbuthnot Banking Group PLC ("Arbuthnot", the "Company" or the "Group") provides  the fol lowing update
regarding the trading performance of the Group for the three months  to 30 September 2024.
 
Highlights
 

·    Customer deposit balances of £3.8bn at the period end (30 September 2023: £3.5bn)
·    Customer loans (including leased assets) of £2.5bn at the period end (30 September 2023: £2.3bn)
·    Funds under Management and Administration exceed £2bn for the first time with growth of 18% in the first nine

months of 2024
·    Completed London office move to newly refurbished premises in the heart of the City

 
Group Performance
 
The Group con,nued to make progress  with both i ts  deposits  and loans. However, whi le the Group maintained i ts  plan to
divers i fy the lending por.ol ios  as  indicated in the Future State 2 strategy, i t i s  a lso good to report the strong performance
of the Wealth Management divis ion, which saw Funds under Management and Administra,on exceed £2bn for the first
time in i ts  history.
 
As  widely an,cipated the Bank of England s ignal led the next phase of i ts  interest rate cycle with a  25 bas is  point cut
effective 1 August, and as  a  result interest income started to be adversely affected. 
 
During the third quarter the P R A publ ished i ts  proposed new capital  rules  for Basel  3.1 and also for banks  cons idered to be
"Smal l  Domes,c Deposit Takers" (Strong and Simple).  These are the most s ignificant changes  to the industry's  capital
regime s ince those introduced immediately a;er the financial  cris is . The Group is  in the process  of analys ing these rules  to
decide which to adopt.  This  wi l l  a lso determine i f any changes  in strategy are needed, in par,cular to lending asset
classes  so that the Group can continue to optimise i ts  returns  on capital .
 
Also in the third quarter the Group moved into i ts  new offices in the C ity.  The premises  provide modern faci l i,es  to
welcome both our cl ients  and employees. The previous  offices at W i lson Street and Dominion Street are being returned to
the landlords  in O ctober, which wi l l  see the end of the associated dual  running costs  which were inevitable as  part of this
trans ition.
 
F inal ly, during the quarter the UK  voted for a  change in Government for the first ,me in nearly 15 years  and we now await
the Autumn Budget ("Budget") to understand how the fiscal  regime may change. We stand ready to react to this  and to
support our cl ients  accordingly.
 
Business Division Highlights
 
Banking
 
The Bank reported strong growth and cl ient acquis i,on in third quarter lending, across  both P rivate and Commercial
Banking to finish the quarter with loan balances  of £1.6bn, with the majori ty of new lending being fixed rate providing
mitigation against future expected base rate reductions.
 
Deposits  finished the quarter at £3.8bn, despite s ignificant deposit ou.lows from Banking into investment products
provided by our Wealth Management divis ion.  Fol lowing the Bank of England base rate rises  in 2022/23, the majori ty of
the Bank's  fixed term deposits  have repriced, this  a long with more cl ients  switching products  as  depositors  try to fix their
returns  ahead of future fa l ls , has  resulted in the cost of deposits  ris ing to 3.12% for the month of September.
 
Despite the ongoing economic headwinds, the loan book con,nued to perform robustly as  a  result of the Bank's
conserva,ve credit appe,te and low LTV lending.  I t i s  expected the Banking loan book wi l l  contract towards  the end of
2024 as  the Group focuses  on more capital  efficient lending, by increas ing i ts  loan balances  in the special is t lending
businesses.
 
The Bank was a lso pleased to receive the results  from i ts  cl ient sa,sfac,on survey.  A very strong response rate from
cl ients  was  received and the overal l  Net P romoter Score (NP S) had improved from 64 to 71, which is  top quar,le across
Private and Commercial  Banking.  The results  underl ine the Bank's  progress  towards  i ts  vis ion to be the leading ful l  service,
human-scale rela,onship bank powered by modern technology and in pursuit of this  the Bank con,nues to del iver i ts
digi ta l  transformation plan.
 
Wealth Management
 
Funds Under Management and Administra,on have grown 18% in the nine months  to 30 September, to finish the quarter at
£2.0bn.  A s ignificant propor,on of inflows were generated from deposits  a l ready held with Arbuthnot Latham, with cl ients
transferring funds  from cash deposits  into investment assets .
 
Gross  inflows were £81m, and net inflows were £43m for the third quarter with the number of new wealth management
cl ients  joining the Bank almost 50% higher than the prior year.  O u.lows have tracked s l ightly ahead of expecta,on,
although they were s ignificantly lower than levels  observed in the prior year as  the impact fades  from higher interest rates
which prompted debt reduction plans  funded by the sale of investments .
 
The Direct Gi l t Service, launched in February of this  year, has  proved s ignificantly more popular than ini,al ly expected,
having aIracted almost £100m of assets . These have been generated from a blend of maturing fixed term deposits , and
assets  held in execution-only portfol ios , a long with external  cash deposits .
 
Renaissance Asset Finance ("RAF")
 
R AF finished the quarter with a  loan book of £242m, equa,ng to annual  growth of 38% when compared to £176m at the
same time in the prior year and 23% growth for the fi rst nine months  of 2024.
 
R AF con,nued to broaden i ts  offerings  in the wholesale funding sector whi lst developing a  specia l is t finance por.ol io,
providing new and addi,onal  funding through providing block discoun,ng faci l i,es  and revolving credit faci l i,es  to



providing new and addi,onal  funding through providing block discoun,ng faci l i,es  and revolving credit faci l i,es  to
businesses  with successful  track records. This  divis ion was launched in 2021 and the Block Discoun,ng loan book
increased to £36m at the end of Q3, equating to an increase of 51% in the fi rst nine months  of 2024.
 
Arbuthnot Commercial Asset Based Lending ("ACABL")
 
AC ABL finished the third quarter with a  loan book of £293m, compared to £264m at 30 June 2024 and £240m at the end of
2023, representing growth of 22% in the fi rst nine months  of 2024.
 
Mid-market deal  making remains  fa i rly subdued with confidence yet to ful ly return to the market resul,ng in a  reduc,on in
the number of event-driven transac,ons which are the focus  of AC ABL. The establ ished loan book however con,nues to
provide opportunities  to support existing cl ients  with natural  growth as  wel l  as  bolt-on acquis i tions.
 
The bus iness  model  of lending against high-qual i ty real isable assets  a long with a  low ra,o of cl ients  to cl ient managers
al lowing close and ,mely monitoring of cl ient exposures  has  con,nued to shield the bus iness  from s ignificant credit
losses  despite the chal lenging economic conditions.
 
Asset Alliance Group ("AAG")
 
AAG had Assets  Avai lable for Lease of £362m at 30 September 2024 compared to £363m at 30 June 2024 and £327m at 31
December 2023. The rol l ing yield on the leas ing por.ol io con,nues to be strong at 8.4%. However, the overal l  economic
posi,on within the UK  remains  uncertain with the upcoming Budget at the end of the month. These factors , together with
improved avai labi l i ty and supply of new vehicles , have reduced the demand for used trucks  and therefore, as  previous ly
reported, these asset sales  continue to be chal lenging.
 
The Bus  Rental  D ivis ion is  performing wel l  with 100% u,l isa,on and yields  in excess  of 9%, whi le the u,l isa,on of the
truck rental  fleet has  a lso moved above target levels  of 90%.

 

The Directors  of the Company accept responsibi l i ty for the contents  of this  announcement.
 
The informa,on contained within this  announcement is  deemed to cons,tute ins ide informa,on as  s,pulated under
the retained EU law vers ion of the Market Abuse Regula,on (EU) No. 596/2014 (the "UK  M AR") which is  part of UK  law
by virtue of the European Union (W ithdrawal) Act 2018. The informa,on is  disclosed in accordance with the
Company's  obl iga,ons under Ar,cle 17 of the UK  M AR. Upon the publ ica,on of this  announcement, this  ins ide
information is  now considered to be in the publ ic domain.
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