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Business Highlights

Financial  

	� Group pre-tax profits before the 
Financial Services Compensation 
Scheme levy were £11.4 million. 
After being obliged to make an 
exceptional contribution of  £5.5 
million to the FSCS in respect  
of  the failures of  Bradford & 
Bingley plc and certain Icelandic 
banks, pre-tax profits were £5.9 
million;

	� Assets up by over 15% to £4,985 
million;

	� Liquid assets have increased from 
£1,016 million to £1,357 million and 
now represent 27% of  total assets;

	� Share balances have risen by £304 
million to £3,126 million;

	� At the end of  the year, there  
were 29 (8 in 2007) properties  
that had been repossessed and 
0.56% (0.49% in 2007) of  our  
 

mortgage accounts in serious 
arrears, reflecting the Society’s 
long standing careful and targeted 
lending approach;

	� Reserves increased marginally to 
£206 million.

Member
	� Member numbers increased by 

7.4% to over 430,000 members;

	 �Customer satisfaction is at record 
levels of  88.1%;

	� We have deepened relationships 
with members, with many more 
expanding their range of  product 
holdings with the Society;

	� Our franchise grew in the east 
of  England with new branches in 
Cambridge and Sawston, and a 
modernised and relocated branch 
in Downham Market.

Summary Financial Statement
This financial statement is a summary 
of  information in the audited Annual 
Accounts, the Directors’ Report and 
the Annual Business Statement, all 
of  which will be available to Members 
and Depositors free of charge on 

demand at every office of  Norwich and 
Peterborough Building Society from 
6th April 2009.

The Statement is a consolidation 
of  the results of  the Society and its 
subsidiary undertakings.

The year of 2008 saw many exceptional challenges for 
financial institutions; it also saw the Society in a stable position 
and with profits that would have been acceptable in the 
circumstances were it not for the FSCS levy imposed by 
government for the rescue of Bradford & Bingley plc, and 
certain Icelandic Banks. 

Nevertheless, we still have been able to invest to strengthen 
our service to members.
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strategies to counter the resulting likely 
consequences. It would be wrong, 
however, to claim that we fully expected the 
scale and nature of the financial turmoil that 
we are witnessing now but in the event, our 
cautious approach to our core business 
and the diversification of our income 
streams such as our independent Financial 
Advice Service, insurance and current 
accounts has resulted in us being in a 
relatively strong position at this stage of  
the recession.

Above all, our mutual status has helped us 
to build and maintain our disciplined 
approach to lending, which is demonstrated 
through the number of members in arrears. 
We have only 0.56% of our mortgage 
accounts in serious arrears, compared with 
a total industry figure of 1.57% (Source: 
CML). As a result, we are able to give 
personal attention to these members and 
help them get their affairs in order as soon 
as they practically can.

A resilient performance
Our resilience in the current economic 
environment has been recognised by the 
credit rating agencies that monitor the 
performance of banks and building 
societies: both the Moody’s and Fitch 
reports have commented that N&P is a 
well run and orderly business. In fact, we 
are one of only a few rated UK mortgage 
lenders – banks and building societies – 
that have not seen a down-rating or 
negative comment about our performance 
despite this difficult period. These ratings 
also enabled the Society, after the 2008 
year end, to initiate a covered bond 
programme to reinforce our liquidity 
position, which now stands at 27.2% of 
total assets.

Notwithstanding our relatively strong 
position strategically, we have already 
taken difficult decisions since the onset of 

the recession about our operational costs, 
including overall headcount, pay and 
bonuses. We have had to make a number 
of staff redundant; this is as a result of the 
dramatic decline in mortgage business in 
the UK that you will have read about. 
There will be no pay increases for 
directors or staff this year. Even though 
the bonuses that we pay both our 
executive directors and staff are modest 
compared with those paid by some of the 
banks and are tied closely to the delivery 
of pre-agreed objectives, we have reduced 
bonus levels across the Society to reflect 
the decline in profitability in 2008, even 
though this was due to causes largely 
outside the Society’s control. 

The year ahead
2009 will be a very difficult year for nearly 
all businesses in the UK and N&P will not 
be an exception. Both the Board and the 
executive team have spent an 
extraordinary amount of time in considering 
and forecasting how things might unfold so 
we can be as prepared as possible for the 
impact of the recession on the real 
economy. This remains a continuing 
process but as things stand at the moment, 
I am confident that we are as prepared as 
we can be and that once the recovery 
begins, we will be in a strong position to 
continue the growth and development of 
N&P in the interests of our members.

Keith 
Bedell-Pearce

Chairman

The recession that began in 2008 is like 
no recession we have seen before. It is 
unique because whilst its origins were 
concentrated in the limited number of 
financial centres that host the world’s 
credit markets, the effects of the meltdown 
of those markets and the subsequent 
dislocation of banking systems in every 
developed country has had the effect of 
triggering the first truly synchronised 
global recession.

A two-phase recession
I believe the recession will have two 
overlapping but distinct phases that will 
have to run their course before recovery 
begins. The first phase is the meltdown of 
credit markets and the collapse of banking 
systems, including the nationalisation of 
some banks, or their assets, and the 
restructuring of many major banking 
institutions across the world. This phase is 
by no means over yet on a global basis 
and the aftershocks will be felt for some 
years to come.

The second phase, which started two  
or three months ago in earnest, is the 
impact of paralysed credit markets and 
discredited banking systems on the real 
economy – that is both, large and small 
businesses failing (often solely for the 
want of working capital), large numbers of 
people losing their jobs and the resulting 
prolonged loss of both business and 
consumer confidence.

Unprecedented response
Just as the causes of the recession were 
unprecedented, so have been the 
responses of governments and central 
banking institutions. This should be cause 
for optimism but my own view is that, 
realistically, the recovery cannot begin 
until there is a return of some degree of 
consumer confidence and banking 

systems are restructured on the 
foundations of simplicity, transparency 
and trust.

So what does this mean for  
our members?
In the wider scheme of things, most if not 
all members will be experiencing at first 
hand the real economic effects of the 
recession. Within the narrower confines of 
N&P’s activities, although some borrowing 
members will have seen the benefit of 
lower interest rates, a larger number will 
have seen substantial reductions in the 
rates that we are able to pay on deposits.  
I am sorry that the latter is the case but 
with each base rate reduction, we have 
considered long and hard how we can 
balance the various interests of our 
members and also maintain the financial 
strength of the Society which is so 
important in the long term interests of all 
our members.

So far as N&P’s own finances are 
concerned, the first phase of the recession 
has already had a material impact on 2008 
profitability. The Bradford & Bingley and 
Icelandic bank failures have resulted in all 
banks and building societies being 
required to contribute to the Financial 
Services Compensation Scheme (FSCS): 
N&P’s share of this levy was £5.5m. This 
sum has significantly affected what would 
otherwise have been good profitability in 
the current circumstances.

Notwithstanding this unwelcome cost being 
imposed on N&P, this Report shows that 
we were still able to deliver satisfactory 
profits for 2008, albeit quite a way below 
2007’s record figures. To some extent this 
is because the Board for some years now 
believed that a significant correction in UK 
house prices was inevitable and it was 
likely that a recession would follow. As a 
result, we put in place policies and 

Chairman’s Statement
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The Society is owned by its members 
– we’re a mutual. To fulfil that role 
we consult with our members on 
a regular basis and, increasingly 
through our website. The views of our 
members form an integral part of our 
business. To this end, we regularly 
hold members’ meetings which provide 
a forum for discussion with Senior 
Management. Members are able to 
talk about any pressing issues, and 
our ‘Ask Matthew’ web column has had 
over 300 enquiries, each of  which has 
received a personal response.

Our customer satisfaction programme 
continues to provide insight into 
the expectations of  customers, and 
challenges us to develop to meet those 
needs. Customers have measured 
their satisfaction in our service at 88% 
over the last year. 

We strive to use the ongoing feedback 
given to us to inform our business 
decisions. As a direct result, we have 
undertaken a number of  initiatives, 

including a complete overhaul of  the 
way we handle member feedback and 
complaints. When members do have 
cause to talk to us about a problem, 
we take it seriously, and our senior 
managers review complaints in detail 
each month. We also have dedicated 
resources to ensure that we treat 
customers fairly. Exceptional customer 
service is embedded in our culture, 
and our success in delivering it is 
tested for us by industry experts each 
quarter.

In 2008, we formed a Customer 
Panel, a group of  existing customer 
volunteers from which we gauge 
opinion on how we are doing and on 
products and services that we may 
develop. 

The Customer Service Review 
Committee continues to review 
individual complaints and helps provide 
balance when developing our policies. 
It is recognised throughout the industry 
as an example of  good practice.

Investing in your Society

We are in business for one 
reason – to do everything in 
our power to help members 
be on top of money. We will 
build upon our existing 
strengths and aim to be:

Actively on the  
member’s side
We are constantly looking for the 
best for our members. We challenge 
the conventional banking model, 
explaining how members can get the 
most out of  their money.

Disarmingly honest
We are realistic and will always 
tell members what they need to 
know, even if  it is hard to hear. We 
believe only transparency can build 
trust – this means members can be 
confident that they are doing the 
right thing.

Down to earth
We do not like ‘corporate’, we do 
not use jargon. We do not have 
manuals to tell us how to talk to 
members. Members will be treated 
as individuals we try to understand, 
not as numbers.

Practical experts
We know money inside out. It is not 
just about theory, but about giving 
clear, pragmatic guidance and 
achievable steps to reach goals. By 
showing members how it works, we 
help them be in control of  money.

Chief Executive’s Report

Our challenge in 2008 has been to make sure that 
the Society has remained safe and profitable in the 
financial crisis breaking around us, while keeping 
up the momentum to create a different, mutual 
alternative to the big banks. 

While the Chairman has explained in his statement 
some of  the hard commercial imperatives that we 
have had to address in the year, I would like to 
share in this report how we have sought to build an 
organisation with enduring values that provides a 
financial service that members can trust in these very 
difficult times.

Matthew Bullock,  
Chief Executive

Listening to our members

We have listened hard to our members and 
as a result we have spent the last three 
years refining our approach to lending, 
advice and service to take greater account 
of  member needs. This has become even 
more relevant since the onset of  the credit 
crunch. Led by a strong and focused 
Board, we have built upon our range of  
services, our excellent staff  training, our 
exceptional systems, our risk management 
and our local focus.

This refined approach centres on 
deepening the relationships we have 
with members and on providing a trusted 
alternative to the banks. In order to ensure 
that we are ‘fit for this future’, we are 
investing now, despite the recession, in 
providing member focused solutions to 
help put them in control of  their money. 
We believe that there is a need for our 
members to be served by local, safe and 
trusted financial organisations who treat 
them as individuals. We are committed to 
developing and modernising in order to 
achieve this. As a result of  these efforts, 
we will be sharing our plans with members 
over the coming months.

In this context, we have set about refining 
what Norwich and Peterborough Building 
Society should stand for, with the following 
key ambitions:

	� To make a real difference to our 
members’ lives	;

	� To be more than a building society 
offering mortgages and savings;

	� To be the preferred alternative to the  
big banks;

	� To offer the best personal financial 
services in the east of  England;

	� To instil pride and commitment in all  
our staff.
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What this will mean for 
members
Essentially and most importantly, we 
are not changing. We will remain the 
same organisation with the same 
people and the same branches. Our 
consistent approach to managing the 
business has maintained our strength. 
New initiatives that we undertake will 
continue to build upon this approach. 
The biggest difference we can make will 
be our single-minded focus on being 
a local building society offering help to 
members to enable them to be in control 
of  money. 

The most significant visible change will 
be our name and logo which, over time, 
will become simply ‘N&P’. Branches 
will be identified with a logo and town 
location, for example, N&P King’s Lynn, 
N&P Cambridge etc. Some of  our 
branches will start to look different during 
2009 and the communication from us 
will take on a new style. Through these 
changes the core values outlined on the 
previous page, which have always been 
at the heart of  the business, should 
become even clearer in everything we do. 

Because of  the need for us to keep tight 
control on our costs, particularly at the 
present difficult time, the expenditure 
on the cosmetic changes will be modest 
and generally what we would have 
spent anyway on the refurbishment 
of  branches or in the reprinting of  
printed material. We feel it is important 
that we maintain momentum with the 
programme to reinforce our position 
as a trusted local provider of  financial 
services.

You may have already seen our new 
ITV Anglia weather sponsorship adverts 
which mark the start of  the transition 
towards our new style.

Investing at the right time to 
protect our members’ interests
We have been developing these plans for 
over three years in order to reach a stage 
where we can confidently implement a 
proposition that will truly put members 
in control of  their money. Many banks 
and other financial organisations have 
recently run initiatives that reflect how 
they can help, but few have made this 
central to their business strategy. At N&P, 
this is exactly what we have done, and 
for a long time, not simply for a short 
term advertising campaign.

We have done so because we firmly 
believe that, more than ever, customers 
want a bank or building society they can 
trust. As evidenced by our own financial 
control, we can fulfil that role for them. 
Those who can survive and invest 
through a recession will often come out 
the stronger.

Strengthening the  
branch network
As part of our approach we are 
committed to strengthening our 
presence in towns across East Anglia 
and providing members with convenient 
and easy access to our network. With 
this in mind, we have opened new 
branches in the Cambridge area, one 
in the central shopping district and 
one in Sawston. We have also taken 
the commercial decision to close the 
Burleigh Street branch in Cambridge 
in 2009. We expect to continue this 
controlled expansion in 2010 as soon  
as the economic situation allows it.

To provide members with more modern 
facilities, more space and privacy and 
to continue the ongoing refurbishment 
programme, the Cathedral Square 
branch in Peterborough has undergone 
major renovations, and the Downham 
Market branch has been relocated.

Building systems to provide 
better service
As the economy changes, so do the 
needs of  our members. We continue to 
invest in systems that will improve the 
delivery and speed of  service that we 
offer consumers. New developments in 
our mortgage systems mean that we can 
offer tailored mortgage decisions on how 
much, and at what interest rate, we will 
lend within fifteen minutes. Full mortgage 
applications will be reduced from two 
hours to one hour. Our staff  will continue 
to receive training and investment in how 
to help, and in 2009 in particular, training 
will focus on members’ needs.

Our exceptional innovation in system 
development has been recognised by the 
British Computer Society who awarded 
N&P their Financial and Commercial 
Organisation of  the Year Award. 
Mortgage Finance Gazette also gave the 
Society its Innovator of  the Year Award. 

Investing in your Society
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