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UK government launches green
finance initiatives

eA core part of the Chancellor’s vision for financial services —leading the world in green
finance —was announced in June 2021 with details about the UK's debut sovereign green
gilt and a world-first green savings bond for retail investors

*‘Green finance’ is one of the ten areas in the Government’s Ten Point Plan for a ‘green
industrial revolution’

eUK savers can now buy bonds in the knowledge they are contributing towards projects
that will accelerate the collective effort to tackle climate change.....whilst saving money at
the same time

eThe funds raised will be earmarked for projects such as renewable energy and clean
transportation

eThe first green gilt was issued in September, and HM Treasury intends to follow up with a
series of further issuances to build out a green yield curve. The Green Savings Bonds,
provided by NS&I, went on sale 22 October 2021




B "
& ;.‘.4'-

0" ' ¥ sl
....‘T;.‘ . 461 ‘.'&m -
| s
Al Green '
Savings
Bonds

A\ | L | L =5 - - ;

%‘ Contributes e o : ﬂ

A world towards projects Investment _—— M - 4
like renewable P limit ‘

first! energy & clean " & £100,000

transportation

3

~=xy

Part of ‘green
industrial £ |

1 ) = = ‘ (= \) o S 5 - j_. - ') ~ p—
revolution S iy : N -

3 year fixed




Pricing

How we set interest rates

The balance of three

Value for Stability in the
customers wider market
Value for
Taxpayers




How we
show our
value

3 key metrics:

* Net Financing (NF)
* Value Indicator (VI)
* Efficiency




Potted history

Issue 1 launched on 22" October 2021

Issue 2 launched on 22" February 2022
Issue 3 launched on 22" October 2022

Issue 4.....

Issue 1 maturities start October 2024




Challenges

INTEREST
RATES




Performance

Issue 2 of Green Savings Bond was launched 25t August 2022. The product was priced at the top of the second quartile, which

is its most competitive position to date. Sales have increased significantly since the reprice and are averaging between £3-4m
a day.

Sales however, are forecasted to plateau by October. This is due to forecasted increases in average market rates. By
November Sales are forecasted to average only £2m a month. At this point in time we forecast the product will have moved
down to the 3" quartile. We will look to make a further price change to GSB in subsequent months to maintain steady inflows.
It is important for us in the meantime to monitor new performance of the new issue while also considering wider economic
and savings market risks such as an upcoming recession before make a further price change.
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Pe rfo r m a n Ce 3 Year FT Market - September's forecast

0

Green Savings Bond has already moved down to 415t position after being repriced to the top of the second quartile on the 25th 10
August 2022.

20
The product is forecasted to continue to move down the competitor table shown to the left. In all base rate increase scenarios 30
the product will be positioned in the 3™ quartile by December 2022.

40
We forecast that if the base rate goes up by +50bps as expected then GSB will move into the third quartile in late October or <
November. A top second quartile rate at this point in time is likely to be around 3.80%, while a top of the market rate is likely to
be around 4.20%. 60
By March 2022 if our predicted +50bp base rate increase in September does occur we forecast that the top 3 year fixed term 70
rate in the market could be around 5.40%. A top second quartile rate at this point in time could be near 5.00%. 20

Other green savings competitors in the fixed term market are all positioned in the first quartile. Tandem Bank is currently

offering 3.50% which is the second most attractive product on sale in this market. Gatehouse Bank is just outside of the best < & & @5 S & <&
; ] - n QO & & (\\) & R\
buy’s with an interest rate of 3.42% while Paragon are offering 3.30%. 2 IoX & & \® o
22 < < <

Only two top 25 competitors are positioned above NS&I’s GSB in this market. Tesco bank is in the first quartile with a product
offering 3.50% and Nationwide is priced just above GSB with a product offering 3.10%.

Quartiles 1st quartile 2nd quartile 3rd quartile

Base rate Change 4th quartile —+0bp5 — '+25bp5

Average 3 year fixed term market rates forecast

50bp September increase scenario

6.00

4.00

3.65 3.88 4.03 4.26

2.00 5 83 312 3.35

0.00
September October November December January February March



Green Savings Bonds Dashboard
Profiling

Customer profile

Source: Hybrid Data Warehouse (HDWH). Data as of Tuesday 11th October.

Overall Holding Statistics

Number of Green Savings Bonds Customers: 19,126

Green Savings Bonds Holding Balance: £537,307,237

4.42%
Percentage of Green Savings Bonds £100k
Holders:

0.01%

Registered

Not Registered
3%

Registered
97%

GSB Customers by Segment

1. Financially sophisticated 23.7%

2. High income savers -

3. Mature & controlled

8.5%
4. Working & secure _ 17.6%
7.4%

5. Younger fina

6. Established middle
income families

7. Starting out | 0.5%

ially rising 3.9%

8. Squeezed retired I1.3%

Si a: in
9. Singles & couples gettubi 0.9%

10. Families getting by I 0.8%

Paperless

Unknown
10% Not Paperless

2%

Paperless
88%

35.4%

GSB Customers by Holding Band

08£100-£499.99 -

09 £500-£999.99 .
10£1,000-£4,999.99

11 £5,000-£9,999.99

12 £10,000- £19,999.99
13 £20,000- £29,999.99
14 £30,000- £39,999.99
15£40,000- £49,999.99
16 £50,000- £99,999.99
17 £100,000 - £499,999 99
18 £500,000 - £999,999 99 ‘
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Challenger Bank

NS&Il’s competitor list

Top 25 Competitors — traditional banks

Bank of Scotland Principality BS Aldermore Masthaven Bank Ltd
Barclays Bank Royal Bank of Scotland Atom Bank Metro Bank
Coventry Building Society (BS) Saga Axis Bank UK Ltd Monzo Bank

Chelsea BS

Sainsbury’s Bank

B Bank

OakNorth Bank

Clydesdale Bank Santander Bank of Baroda Paragon Bank
First Direct Skipton BS Charter Savings Bank PCF Bank

Halifax Tesco Bank Cynergy Bank RCI Bank UK

HSBC The Co-operative Bank Family BS Revolut

Lloyds Bank TSB FCMB Bank (UK) Secure Trust Bank
M&S Bank Virgin Money Fidor Bank Starling
Nationwide Yorkshire Bank Ford Money State Bank of India

Nationwide BS

Yorkshire BS

Hampshire Trust Bank

Tandem Bank

Natwest

Chelsea BS

ICICI Bank UK

Union Bank of India (UK) Ltd

Post Office Money

Kent Reliance

Vanquis Bank

Marcus by Goldman Sachs

Wyelands Bank

Source: NS&I Market Intel




What type of green™ savings
accounts are currently on offer?

Instant Children’s Notice
Access (in-cludes Regular Saver Account
Junior ISA)

Tandem Bank v v None of the
Saffron BS v ‘big 5’ offer
Ecology BS v v 4 4 green

Triodos Bank v v v \ savings

The Co-Operative Bank v v v prOdUCtS
Gatehouse Bank v v v
Charity Bank v v
NS&lI v
Paragon Bank v
State Bank of India v
RCI Bank v
Darlington BS v

Source: Moneyfacts, formatted by NS&I’s Market Intel team — correct as at 7t Oct 22
*This table includes any saving account that has green aspects to the account



Green Savings
Bonds
Campaign

Growing a
greener tomorrow

Visit nsandi.com
Discover the green projects your savings will support
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Go the extra mile. Save from £100 and earn
interest while supporting green projects.

I sponsored - G

Make a difference. Save from £100 and help make a
positive impact on the environment.

Make a change together. You can save up to

Working together for a greener future. Save from
£100,000 while helping to fund green projects.

Small changes make a big difference. Save from
£100 and help make the environment better.

£100 and help make the environment better.

nsandi.com/green
NS&I Green Savings Bonds

NS&I Green Savings Bonds Learn More ‘ NS&I Green Savings Bonds Learn More ‘ NS&I Green Savings Bonds Learn More ‘ NS&I Green Savings Bonds
Discover the power of savings. Discover the power of savings. Discover the power of savings. Discover the power of savings. Discover the power of savings.
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Care for what matters most with Green Savings Bonds

Helo <Nare>
Most of us are already trylng 1o do our bt for the plaret - from recycing, 1o usieg
renewmabie enengy, 10 shopsing more consciously. With our new Green Savings

Bonds, your savings can now play their part too - with the monay you ssve
helging to suppon all sarts of exciting green projects.

Flud out more

Green Savings Bonds
A halping hand Sot the planet. A fixed rate return for you.
3-year fivod-term
Guaranteed 0.65% gross/AER for 3 years

Save from as bttle as £100
All money 100% safe, backed by MM Treasury

It’s about saving more than money

Your Grean Savings Sonds will Relp to suppert projects across six bey
sustainabiity woas

@ Making transport cleaner

Renewable energy over fossil fuels

Preventing pollution

{‘ Using energy more efficiently

@)Yé Protecting natural resources
1

Adapting to a changing climate




What have we learned?

Original target set by HMT DRM at £1bn — pricing on the low side which has
meant that this target was not achieved within the year; however the
successful launch from using a template of existing product meant that we
had a seamless launch and customer experience from the start

Experiences from previous product launches stood us in good stead
Younger customers said they would invest, they didn’t

Customers said they would be drawn by “green” they were not, most
decisions made were based on rate







