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Aldermore supports capital investment 
in business-critical assets via hire 
purchase and lease agreements. 
Leveraging our depth and breadth 
of expertise, we finance a wide array 
of assets encompassing plant and 
machinery, transportation, printing 
equipment, digital technologies and 
specialist large ticket items. This flexibility 
enables us to meet the needs of 
customers ranging in size from micro 
clients to plcs across key industries. 

In addition, we offer wholesale and block 
discounting facilities to smaller leasing 
companies and brokerages enabling 
them to extend credit directly to SMEs.

Market
Asset Finance loans originated in the 
UK were approximately £25 billion13 in 
2014. Around 80 per cent of market 
origination relates to ‘hard’ assets such 
as vehicles and plant and machinery 
for which there are strong secondary 
markets. A significant proportion of the 
remainder consists of ‘soft’ assets such 
as telephony, IT and printing equipment, 
which tend to have low or no secondary 
values. Our estimated market share 
based on loan originations for 2014 was 
3.0 per cent.

There are three distinct distribution 
channels within the Asset Finance 
market13: Direct, which is mostly 
dominated by large banks, accounted 
for around 50 per cent of the market, 
Vendor i.e. equipment manufacturers 
represented around 33 per cent, with the 
remainder being distributed by specialist 
commercial finance brokers.

Strategy
We aim to be our partners’ ‘funder of 
first choice’ by being easy to do business 
with, quick to respond and consistent in 
our credit decisions, giving direct access 
to our underwriters when required. 

We employ specialists across 
key industries including logistics, 
manufacturing, construction 
and agriculture with an in-depth 
understanding of our clients’ businesses 
and the assets they require. In addition, 
we have a dedicated structured 
products team who can consider larger 
ticket, more complex transactions and 
receivables financing.

Our modern digital technology allows 
us to use expert human underwriting 
in a targeted and cost-effective way. 
Where we are unable to auto-accept a 
proposal, our credit experts will work with 
our introducers to better understand the 
transaction enabling us to consider every 
transaction on its own merit.

Since inception, our focus had been 
predominantly on hard assets distributed 
via brokers. During 2014, we expanded 
the range of assets we finance to 
include printing equipment, digital 
technologies, renewables and a wide 
array of soft assets. Building on our 
strong track record with our introducers, 
we also extended our distribution focus 
to Vendors.

2014 highlights
• Net lending exceeded 

£1 billion, up by 45% on 2013

• Advanced over £2 billion in 
asset finance funding since 2009

• Record origination of 
£739.5 million, up 21% 
over 2013

• Net interest income up by 
60% to £36.9 million

• Cost of risk remains low 
at 30bps

• Segmental result up 
97% to £25.5 million

• New stocking finance and 
operating lease products

• Launched smartphone and 
tablet pricing application

Asset Finance

Portfolio by sector (%)
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Portfolio by product type

 

 

 

  

2 Commercial
   vehicles 30% 
3 Receivables 11% 

7 Other 8% 

4 Cars – used 7% 
5 Cars – new 5% 
6 IT equipment 2% 

1 Plant & machinery 37% 
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13 Source: Finance & Leasing Association (Asset Finance).
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Distribution
Aldermore currently works with a 
network of around 600 introducers who 
are supported by a national network 
of Aldermore business development 
managers and our central service 
team. These introducers accounted for 
around 75 per cent of loans originated 
during the year. The remaining 25 per 
cent of origination was generated via 
vendors, dealers and, through our 
wholesale channel.

Financial performance
2014 was another excellent year for our 
Asset Finance business with our portfolio 
exceeding £1 billion for the first time. 
Net loans grew by 45 per cent, and at 
the end of 2014 were £1,044.3 million 
(2013: £720.2 million) with customer 
numbers14 up by 60 per cent to around 
33,000. Our Asset Finance division has 
now advanced over £2 billion to UK 
businesses since its inception in 2009.

We grew organic origination to 
£739.5 million, up 21 per cent over 
prior year of £609.8 million. In the 
fourth quarter we launched our stocking 
finance product, to finance equipment 
dealers’ inventory, which we expect to 
support growth of our vendor business in 
the future.

As expected, the enlarged portfolio 
generated significant growth in gross 
interest income, up 52 per cent to 
£56.7 million (2013: £37.4 million). 
Along with all of our lending lines, Asset 
Finance benefitted from a reduced cost 
of funding as we continue to diversify 
our funding sources. Net interest income 
grew by 60 per cent to £36.9 million 
(2013: £23.0 million) while net interest 
margin remained constant at 4.2 
per cent.

The cost of risk improved by 17bps to 
30bps (2013: 47bps) as it benefitted from 
a significant recovery.

Administrative expenses increased 
by 25 per cent to £11.9 million 
(2013: £9.5 million) as we continued to 
invest in the business. The segmental 
result almost doubled, growing at 97 per 
cent to £25.5 million (2013: £12.9 million).

Continued investment
We continued to invest in our digital 
capability and in the second half of 2014, 
launched our Asset Finance application 
for pricing and proposals, called APP+, 
making it easier for our introducers to 
get a quote for their clients anytime, 
anywhere and speeding up the credit 
approval process. Using a mobile or 
tablet, registered introducers can obtain 
a price, even on complicated quotes, 
within around 60 seconds.

Recently, we wrote off an investment in 
development of a system following a 
review of requirements. The related costs 
were included within central expenses.

Our Asset Finance team increased from 
128 at the end of 2013 to 146 with a 
focus on front end sales-force to support 
our customers and introducers, and our 
credit team. We’re pleased to see a lot of 
interest from people within the industry 
who are attracted by our approach to 
improve the customers’ experience via 
human interaction rather than the credit 
scoring approach of some competitors.

Around 100 of our employees completed 
our ‘exceptional customer service training 
programme’ which we implemented 
during the year.

We’ve also extended a new internal 
technical training programme to our 
key introducers’ teams – free of charge 
– as we look to help develop the next 
generation of Asset Finance professionals 
across the industry. We received over 
100 external applications and excellent 
feedback for what we believe is a unique 
initiative within the industry.

Outlook
As business confidence increases and 
SMEs look to catch up on investment 
delayed since the financial crisis, we 
expect the asset finance market as a 
whole to grow. We look to build on 
our strong foundations to continue to 
diversify the distribution and asset mix of 
our growing business.

+45%
2013 2014

Net loans (£m)

1,044

720

+21%
2013 2014

Organic loan origination (£m) 

739
610

+52%
2013 2014

Growing interest income (£m)

56.7

37.4

-17bps
2013 2014

Declining cost of risk (bps)

30

47

14 As measured by customer accounts
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The challenge…
With clients including Sky, BT, 
ITV Sport, the BBC and Manchester 
United, Cloudbass is one of Britain’s 
leading suppliers of outside 
broadcasting facilities and specialist 
crew. Recently, the company took 
advantage of the opportunity to 
expand its business when a key 
competitor exited the industry. 

Cloudbass was able to buy out its 
competitor’s contracts, which included 
the BBC’s Question Time programmes 
and Premier League commitments. 
In order to fulfil these new contracts, the 
company needed to purchase additional 
specialist broadcast kit, including outside 
broadcasting vehicles and cameras.

Steve Knee, Managing Director at 
Cloudbass, required funding for these 
purchases and called in the help of Matt 
Vaughan at Asset Finance Solutions. 
Matt, who is one of our brokers, 
understood our strong commitment to 
helping companies like Cloudbass fulfil 
their potential and knew that we had 
the expertise and appetite to consider 
a deal of this complexity and find the 
right solution.

Cloudbass – Investing for growth

Asset Finance Case Study

“I wanted to make sure I 
was dealing with people 
who understood what I 
was trying to achieve. 
Aldermore and Matt made 
my life easy, so I could focus 
on servicing our clients 
while they sorted out my 
financial requirements.”
Steve Knee
Managing Director  
Cloudbass
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The solution…
When we initially reviewed the 
Cloudbass proposal, the rationale 
for the purchase was clear. 
Nevertheless the company required a 
large advance in relation to the size of 
the business for what are considered 
to be specialist assets. 

Working in collaboration with Matt 
Vaughan, our underwriters took the time 
to get to know and fully understand the 
business along with the wider sector in 
which Cloudbass operates. We also took 
comfort in the strong management team 
and their industry experience. 

In order to complement the Asset 
Finance solution provided, a facility 
through our Invoice Finance team was 
also included. The fact that Cloudbass 
needed to secure funding within a matter 
of weeks from winning the new contracts 
was not a problem for us. Due to working 
in close partnership with our introducer, 
we were able to deliver a solution within 
the required timescale.

“ Because our team of 
credit experts personally 
reviews every proposal 
we receive, we are able 
to gain an in -depth 
understanding of 
specialist businesses like 
Cloudbass whose specific 
requirements do not fall 
into the usual boxes.”
David Ray
Business Development Manager  
Aldermore
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Invoice Finance

Invoice Finance is an important working 
capital tool for SMEs. Aldermore will 
usually lend up to 85 per cent of the 
value of approved outstanding invoices 
issued by the borrower to its customers. 
There are two main products, Factoring 
and Discounting; with the difference 
being that with the former, Aldermore 
often takes control of the borrower’s 
debt collection. 

Our customers are typically owner-
managed SMEs and we focus on 
key sectors including Manufacturing, 
Wholesale, Recruitment and Logistics.

Market
According to the Asset Based Finance 
Association (ABFA), gross advances 
for the first nine months of 2014 were 
around £19 billion and up by 12 per cent 
over the same period in 2013. However, 
the majority of this growth in pound 
terms was generated by companies with 
turnover greater than £50 million rather 
than our target customers who are at the 
smaller end of the turnover scale.

We estimate our market share to be 
around one per cent based on advances 
at the end of the third quarter of 2014.

Strategy
Invoice Finance currently represents 
around four per cent of our total lending 
portfolio and we expect it to continue to 
constitute a small part of our loan book. 

Given the short-term nature of this 
product, with the underlying invoices 
translated into cash within 60 days, our 
average gross lending is equivalent to 
providing around £1.4 billion of working 
capital finance to UK SMEs in 2014.

We employ specialist service teams 
in our target sectors that spend time 
understanding our clients’ business and 
design appropriate financing solutions. 
We offer simple and transparent solutions 
such as our ABC fixed fee Factoring 
product and look to provide a fast 
response with around 98 per cent of 
credit decisions made within 48 hours. 

Following a small number of fraud cases 
in 2013, we have improved the controls 
across risk, operations and sales to build 
a sustainable platform for the future. 

We are growing and upskilling our sales 
force and creating a trainee development 
plan to build the next generation of 
talent. From a product perspective, 
we will continue to innovate to meet 
our customers’ needs and will expand 
our Specialist Finance team, who focus 
on construction, trade and export 
finance initiatives. 

To date, we have generated strong 
growth in direct distribution and we plan 
ongoing investment in technology to 
enhance the customer experience and 
drive further growth from this channel. 

Distribution
Our intermediated and direct distribution 
channels are supported by local 
relationship managers based in our 12 
regional offices. We work with more than 
500 intermediary groups at a local and 
national level who originated around 71 
per cent of loans in 2014. 

Direct distribution has grown rapidly in 
recent years and now represents around 
29 per cent of origination. 

Portfolio by product type

 

 

 

  

1 Factoring 51% 

2 Invoice
   discounting 49% 
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Portfolio split by sector

 

 

 

  

1 Manufacturing 36% 

2 Wholesale 17% 

5 Other business
   activities 12% 

3 Recruitment 15% 
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2014 highlights
• Supporting UK SMEs with 

c.£1.4 billion of financing 
in 2014

• Segmental result up by 
64% to £5.4 million

• Driven significant operational 
and process improvements

• Cost of risk improved to 
174bps (2013: 290bps) 

• Specialist Finance team created

• Construction Finance 
proposition launched 

Awards
• Winner – Factor and Invoice 

Discounter of the Year (National 
Association of Commercial 
Finance Brokers (NACFB) 
Awards 2014) 

• Winner – Alternative Funder 
of the Year (South West 
Dealmakers Awards 2014)

• Winner – Alternative Funder 
of the Year (Central and 
East of England Dealmakers 
Awards 2014)
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Financial performance
Our key focus for 2014 was to build a 
stable platform for the future. Following a 
small number of fraud cases, more than 
would normally be expected in 2013, 
we have substantially enhanced 
credit and operational procedures, 
centralised operations, refocused 
the portfolio towards customers with 
smaller turnover and exited a number of 
accounts. As a result of these actions, we 
reduced the overall size of the portfolio 
by £31.4 million or 15 per cent to 
£180.6 million (2013: £212.0 million). 

Origination at £45.2 million 
(2013: £67.9 million) was also impacted 
by our focus on smaller clients. 

Gross interest income remained 
consistent with the prior year at 
£9.3 million (2013: £9.4 million) and net 
interest income increased by 18 per 
cent to £5.9 million (2013: £5.1 million) 
as we benefitted from the reduced cost 
of funds associated with our ongoing 
funding diversification strategy. The mix 
between Factoring, which attracts higher 
fees for running a client’s debtor ledger, 
and Discounting has stabilised, and 
as a result, fee income is also stable at 
£17.5 million (2013: £17.9 million). 

Administration expenses of £14.7 million 
(2013: £14.0 million) reflect the 
ongoing investment to improve the 
operating platform. 

We were pleased to see the result of 
our actions with cost of risk declining 
by 116bps to 174bps (2013: 290bps) 
in line with management expectations.

As a result, the segmental result 
improved by 64 per cent to £5.4 million.

Initiatives
In 2014, we set up a Specialist Finance 
team who launched a new Bad Debt 
Protection proposition, Construction 
Finance and Trade Finance solutions. 
We are also working with the Institute 
of Recruiters to continue to drive our 
proposition in this sector forward.

As well as working with existing 
intermediaries, we introduced a scheme 
to work with accounting firms to 
distribute Invoice Finance products to 
SMEs which has been well received.

Continued investment
During 2014, we upgraded our core 
systems and are piloting mobile 
technology via the launch of a pricing 
app with a quick quote calculator.

We have also focused on recruitment 
and training as a key element of building 
a sustainable platform for the future. 
We have appointed new Directors of 
Risk, Operations and Sales, invested in 
a Sales Excellence programme targeted 
at employees with the potential to 
be a regional sales manager within 
twelve months and launched an online 
Career Academy.

We were delighted to win ‘Factor and 
Invoice Discounter of the Year – 2014’ 
from the National Association of 
Commercial Finance Brokers (NACFB). 
Even more pleasing are the unedited 
comments provided by our customers 
on our online ratings and review service 
where our service is rated 4.7 out of 5. 

Outlook
Having stabilised the platform, we look 
forward to continuing to develop our 
Invoice Finance business and providing 
ongoing working capital support to 
UK SMEs.

+0.3%
2013 2014

Net revenue margin (%)

12.011.7

+64%
2013 2014

Segmental result (£m)

5.4

3.3

-116bps
2013 2014

Declining cost of risk (bps)

174

290

+18%
2013 2014

Net interest income (£m) 

5.9

5.1
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The challenge…
Mainstream Direct, a family-run direct 
mail production business based in 
Northampton, did not feel that it was 
getting the support it required from 
its existing invoice finance provider. 
Richard Haines, the Managing Director 
of the company, wanted a funder who 
would take the time to understand 
his business and work closely with 
the company to help it continue 
its growth. 

Richard mentioned this to his accountant, 
Gavin Parsons at Haines Watts, leading 
Gavin to direct him to Aldermore through 
our Accountancy Advice Scheme. 
The scheme, which was launched in 
2014, sees us reward customers that 
come to us via an accountant with a 
voucher to redeem against further 
accountancy services.

Explaining his decision to refer 
Mainstream Direct to us, Gavin at Haines 
Watts said “Aldermore has developed 
a reputation for making the extra 
effort to understand their customers’ 
needs and offer bespoke deals which 
fulfil their businesses’ requirements. 
Recommending Aldermore to 
Mainstream Direct was an easy decision.”

Mainstream Direct – Taking time to understand the business

“From the beginning 
Aldermore took the time to 
learn about my business, 
and they have been 
proactive and flexible in 
supporting us ever since 
our initial meeting. This 
has eased our constraints 
and enabled us to focus on 
continuing our growth.”
Richard Haines
Managing Director
Mainstream Direct

Invoice Finance Case Study
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The solution…
Early on in the relationship, our Invoice 
Finance team visited Richard and his 
team at their premises to discuss 
their requirements and to walk them 
through the interfactor transfer 
process from their existing provider 
to Aldermore. We also explained the 
dedicated support that was on offer 
throughout the term of the facility.

Given the company’s experience with 
its previous provider, it was important 
that we demonstrated that we would 
provide consistent support and always 
be on hand to assist. For instance, we 
were able to support the company with 
its credit control when it lost a member of 
staff responsible for processing invoices 
by providing guidance on managing 
the ledger and working through 
outstanding invoices.

As a result of our support, Mainstream 
Direct has been able to unlock cash 
to support its ambitious growth plans. 
The facility we provided has supported 
the company to expand its current 
services and diversify into new areas such 
as packaging for the printing industry.

“ It’s great that we have been 
able to support a strong 
family business which has 
a real impact on the local 
community. Mainstream 
Direct has benefitted from 
coming to us through 
our Accountancy Advice 
Scheme, not only gaining a 
new Invoice Finance facility, 
but also enjoying additional 
accountancy services 
funded by Aldermore.”
Jacques Alard
Relationship Manager
Aldermore
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SME Commercial Mortgages

Integrated approach
We offer a full range of mortgage 
products and whether a customer 
accesses us directly or via an 
intermediary, we aim to be easy to 
do business with and respond quickly. 

During 2014, we brought our two 
mortgage businesses together under 
a single management team, supported 
by a single IT platform, to provide an 
integrated approach to our customers. 
We have a private rental sector 
proposition across the whole spectrum 
of property investment, supported by 
expert teams.

SME Commercial Mortgages
Aldermore offers mortgages to cover the 
full lifecycle from property development 
through to purchase and refinancing as 
well as bridging loans.

Our SME Commercial Mortgages 
business focuses on mortgages for shops, 
warehouses, industrial units, offices 
and professional buy-to-let, where the 
customer has more than five properties or 
is a corporate entity. 

Our maximum loan size is £2 million on a 
single property or £5 million over multiple 
properties. The majority of the underlying 
assets are residential properties. 

The portfolio is very granular, with 
the average loan size being £320,000. 
It is well secured with a maximum Loan to 
Value (LTV) of 75 per cent and an average 
indexed LTV ratio of 52 per cent.

Market
We estimate15 that gross annual 
commercial mortgage origination is 
currently around £44 billion. Based on 
our 2014 origination of £421.9 million we 
estimate our market share to be around 
1.0 per cent.

Strategy
We look to build on our ability as one 
of the few lenders who can offer a full 
spectrum of products from vanilla buy-
to-let mortgages to complex Houses of 
Multiple Occupancy (HMO), commercial 
investments and commercial owner 
occupied. Having created a centre of 
excellence to support the private rental 
sector, we will continue to leverage our 
integrated approach to grow this part of 
the portfolio.

We work closely with our brokers to 
ensure we are easy to do business 
with and responsive, for more complex 
cases. We will continue to invest in our 
online portal technology to support this 
important channel. 

Looking forward, we also seek to actively 
develop our direct business which to date 
has grown as a result of repeat business 
and referrals.

Distribution
91 per cent of SME Commercial 
Mortgages originated during 2014 were 
distributed through our broker panel of 
around 1,000 brokers. The remaining 9 
per cent were distributed directly.

2014 highlights
• Net lending up by 33% 

to £1.0 billion

• Organic origination 
of £421.9 million; 
up 45% over 2013

• Net interest income up by 
64% to £41.6 million

• Record segmental 
result of £34.0 million

Awards
• Winner – Development 

Lender of the Year (Bridging 
& Commercial Awards 2014)

• Highly Commended – 
Commercial Lender of the 
Year (Bridging & Commercial 
Awards 2014)

Portfolio by product type

 

 

 

  

1 Professional buy-to-let
   mortgages 50% 

3 Property
   development 7% 

2 SME commercial
   mortgages 43% 
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Portfolio by asset type

 

 

 

  

1 Residential 52% 

2 Shop  18% 

3 Office  11% 

4 Warehouse  7% 

5 Property
   development 7% 

6 Industrial unit  3% 

7 Other  2% 2

3

4

5
6 7 1

15  Estimates based on De Montfort University mid-year 2014 
Commercial Property Lending Report.
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Financial performance
We drove significant growth in 2014, 
with the SME Commercial Mortgages 
portfolio exceeding £1 billion for the 
first time. 

Driven by an increase in customers16 
from 2,400 to 3,200, we delivered 
growth in net lending of 33 per cent to 
£1,011.3 million (2013: £762.0 million). 
We saw the success of our private 
rental sector initiative with professional 
buy-to-let growing by 24 per cent 
and now forming 50 per cent of the 
overall portfolio. 

Organic origination of £421.9 million, 
increased by 45 per cent on the prior 
year (2013: £291.9 million). We have 
expanded our reach into the broker 
market with originations in 2014 up by 45 
per cent through this channel. 

Strong growth in net lending positively 
impacts our gross interest income, which 
is up by 41 per cent to £56.2 million while 
we have maintained our gross interest 
margin at 6.3 per cent (2013: 6.1 per 
cent). Funding costs across the Group 
have continued to decline with net 
interest margin improving to 4.7 per cent 
(2013: 3.9 per cent). Net interest income 
has grown by 64 per cent to £41.6 million 
(2013: £25.3 million). 

We have retained our focus on credit 
quality as average loan size remains 
relatively small with a high proportion of 
tangible asset security. In addition, we 
benefitted from two large recoveries and 
this is reflected in the reduced cost of risk 
which at the end of 2014 was at 25bps 
(2013: 30bps).

The continued investment in the business 
is reflected in a 43 per cent increase 
in administrative expenses to £6.9 million 
(2013: £4.8 million).

Finally, the segmental result was 
£34.0 million (2013: £18.7 million), 
a record for this business.

Continued investment
In 2014, we recruited a specialist 
team to focus on residential property 
development, developing a new IT 
platform to support our proposition. 
We also launched a new Bridging 
Finance product for brokers. Unlike many 
bridging lenders we look to offer a long 
term mortgage at the same time as 
bridging finance. 

To support continued growth of the 
business, we have increased our sales 
force and also our back office operations. 
As a result our team has grown from 61 
to 84 during 2014.

Outlook
Improving business confidence and 
an increasing need for rental properties 
are expected to boost demand for 
commercial mortgages in the medium 
term. We will continue to support our 
customers’ financing needs, leveraging 
our modern technology to deliver 
excellent service.

+33%
2013 2014

Net loans (£m)

1,011

762

+41%
2013 2014

Growing interest income (£m)

56.2

39.9

-5bps
2013 2014

Declining cost of risk (bps)

25

30

+45%
2013 2014

Organic loan origination (£m) 

422

292

16 As measured by customer accounts
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The challenge…
When Howard Thomas’s 
clients approached him to find them a 
commercial mortgage for the purchase 
of a ground floor retail unit with 
upstairs residential accommodation in 
Derby, he knew that Aldermore would 
be able to help. 

Mr Thomas’s clients are seasoned 
property owners with commercial 
and residential properties as part of 
their portfolios. The husband of the 
investment duo already held commercial 
property under his name, and on 
this occasion the couple wanted to 
extend the wife’s residential portfolio 
to include a commercial property. 
The property in Derby represented the 
perfect opportunity.

The challenge with this application was 
the property had already been purchased 
at auction so needed a very quick 
completion. In fact, the timeline was so 
tight that the deal needed to be paid 
out within 13 working days from the date 
of the application in order to meet the 
auction house deadline.

Howard Thomas – Getting the deal done at pace

SME Commercial Mortgages Case Study

“ Aldermore are different 
from many other lenders 
in the way that they 
view the client and their 
circumstances. They use 
common sense when it 
matters and are always 
looking at ways to ensure, 
where they can, that they 
get the deal done.”
Howard Thomas
Director
Howard Thomas Ltd
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The solution…
To meet the purchase deadline, 
everything about the deal had to 
be prioritised. As soon as Mr Thomas 
submitted his clients’ application, 
we assessed it on the same day and 
sent back confirmation to Mr Thomas 
to proceed to valuation. The survey 
was booked for the following day.

We contacted the surveyor as soon as the 
valuation had taken place to ensure the 
case could be passed to our underwriters 
for approval as quickly as possible. 
Following our call to the surveyor, some 
reports were required which were needed 
as a condition of approval. Mr Thomas 
worked extremely quickly to obtain these 
reports which were satisfactory to clear 
the conditions by the time we received 
the valuation report.

Ultimately it was down to the great 
communication and speed of response 
from all parties, including Mr Thomas 
and his client, which enabled us to make 
an offer within four working days of the 
valuation instruction. Mr Thomas’s clients 
were able to complete their purchase 
a mere eight working days after the 
initial offer was accepted, meeting 
their deadline.

“ A deal like this would 
normally take between 
eight and twelve weeks 
from application to 
completion. To turn it 
around in thirteen days was 
a remarkable achievement 
by all involved and is the 
quickest I’ve ever seen a case 
go through for a commercial 
property purchase.”
Lisa Baker
Commercial Mortgage Manager
Aldermore
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Residential Mortgages

Our Residential Mortgages business 
provides residential buy-to-let and 
owner-occupied mortgages with around 
62 per cent of the portfolio currently 
being buy-to-let. In the owner-occupied 
sector we target underserved prime 
customers including the self-employed, 
professionals and first time buyers.

We offer a full product range with 
fixed, variable and discounted rates 
and although our maximum loan size 
is £1 million, the average loan size is 
much smaller at around £137,000.

Market
The UK residential mortgage 
market is large, with 2014 gross 
originations including buy-to-let, 
of £206 billion17, giving Aldermore 
an estimated market share18 of 0.6 
per cent. Market originations are 
expected to grow17 as the demand for 
housing continues. 

Distribution through intermediaries 
remains a significant market feature19 
accounting for in excess of 50 per cent of 
total originations.

Strategy
We aim to get new customers into new 
homes and support small businesses 
including first time landlords. Our private 
rental sector team works across both 
residential and commercial segments 
providing a full suite of buy-to-let 
products and are able to deal with 
everything from an amateur landlord 
with one property to a professional 
investor with hundreds of properties. 
Within Residential Mortgages we focus 
on individuals where we can finance up to 
five properties. 

Our owner-occupied business targets 
underserved prime customers who may 
fall outside the automated decisioning 
processes of some of our competitors, 
e.g. self-employed and first time buyers. 
We were also an early adopter of 
Government schemes such as the Help to 
Buy: mortgage guarantee scheme. 

As in our other divisions, we aim to be 
easy to do business with, transparent 
and quick to respond. We benefit from 
our modern technology. In Residential 
Mortgages, our brokers are able to apply 
via an online portal and obtain a decision 
in principle within 90 seconds. This portal 
takes the application and links to external 
systems automatically completing basic 
identity, fraud and credit checks and 
builds an underwriting file highlighting 
any specific issues to our underwriters. 
This technology allows us to use targeted 
human underwriting in a cost-effective 
manner to make considered and 
consistent credit decisions.

Distribution
We enjoy strategic relationships with 
major UK distributors and in total 
work with around 12,000 brokers via 
our paperless bespoke broker portal. 
Around 88 per cent of 2014 originations 
were generated by brokers.

We have had a tremendous response 
to our direct to customer proposition 
and it now accounts for 12 per cent of 
all originations. Over time, we would 
expect the distribution mix between 
intermediated and direct to move 
towards market average levels.

2014 Highlights
• Net lending up by 53% 

to £2.6 billion

• Organic loan origination 
exceeds £1.1 billion 

• Net interest income 
doubled to £63.5 million

• Segmental result more than 
doubled to £56.8 million

• Cost of risk remains low at 6bps

Awards
• Winner – Best Specialist Lender 

(Financial Reporter Industry 
Awards 2014)

• Winner – Best Specialist Lender 
(Legal & General Mortgage 
Club Awards 2014)

• Winner – Best Specialist Lender 
(Mortgage Strategy Awards 
2014) – third consecutive year

• Winner – Best Specialist Lender 
(Mortgage Force Awards)

• Winner – Best Specialist Lender 
(Pink Service Awards 2014)

• Winner – Best Lender 
Customer Service 
(What Mortgage Awards 2014)

Portfolio split by product type

 

 

 

  

2 Owner-occupied 38% 

1 Buy-to-let 62% 

2

1

Portfolio by customer type

 

 

 

 
 

3 Director/partner 9% 

2 Self-employed 38% 

1 Employment 44% 

4 Retired 4% 

5 Other 5% 

2

3

4 5 1

17  Source: Council of Mortgage Lenders (CML) 
– December 2014.

18  Market share calculation based on loan originations 
in 2014.

19  Source: FSA – Mortgage Market Review: Distribution 
and Disclosure.
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Financial performance
2014 was a record year for our 
Residential Mortgages business with net 
loans up by 53 per cent to £2.6 billion 
(2013: £1.7 billion) driven by an increase 
in number of customers20 to 19,000 
(2013: 13,000). The buy-to-let portfolio 
grew by 45 per cent during the year, 
while the owner occupied portfolio grew 
by 106 per cent thereby becoming a 
larger proportion of the overall portfolio 
at the end of 2014. 

Originations exceeded £1.1 billion per 
annum for the first time, with Help to Buy 
mortgage guarantee scheme generating 
£189 million of loans in the year. 
Origination via brokers grew as we saw 
increased levels of repeat business from 
existing brokers. Direct originations were 
supported by the launch of our direct 
loyalty and retention programmes. 

This significant growth resulted in an 
increase in interest income of 60 per 
cent to £106.9 million with our gross 
interest margin remaining stable at 5.0 
per cent (2013: 5.1 per cent). Net interest 
income after funding costs doubled to 
£63.5 million (2013: £31.8 million) mainly 
driven by lower cost of funding, a feature 
across all our lending divisions.

We manage the credit quality of the 
portfolio carefully, with the average loan 
size remaining small at £139,000 and 
high asset security with indexed loan 
to value of 67 per cent. This control 
is reflected in the low cost of risk of 
6bps (2013: 10bps).

Administrative expenses at £9.6 million 
grew at a much lower rate than growth 
in operating income. The segmental 
result more than doubled to £56.8 million 
(2013: £26.4 million).

Continued investment
We continue to invest in our systems 
to ensure they allow our customers 
and brokers to access us easily and 
support our underwriters. During 2014, 
we invested in a Bridging portal for 
intermediary applications which will be 
fully deployed in 2015.

Our team grew from 97 at the end of 
2013 to 132 by the end of 2014 as we 
invested in increasing our operations and 
risk functions. 

We’re delighted with the positive 
feedback we’ve had from customers 
via our online rating and reviews 
service where we scored 4.7 out of 5.

Outlook
There remains a fundamental shortage 
of new housing in the UK and we look 
to support efforts to alleviate this issue. 
We see significant growth opportunities 
in the underserved market segments 
we target and buy-to-let, which 
should continue to drive growth in our 
Residential Mortgages portfolio in 2015.

20 As measured by customer accounts

+53%
2013 2014

Net loans (£m)

2,565

1,680

+60%
2013 2014

Growing interest income (£m)

106.9

66.7

-4bps
2013 2014

Declining cost of risk (bps)

6

10

+58%
2013 2014

Organic loan origination (£m) 

1,165

740
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The challenge…
Mr and Mrs Wiggins, a married couple 
who are both self-employed, were 
looking for their ‘forever home’ ahead 
of the birth of their first grandchild. 
They wanted somewhere with space 
for their growing family and soon 
found the perfect property – a lovely 
country house surrounded by fields 
and wildlife in Wales.

In order to purchase the property, 
the couple submitted a joint mortgage 
application to a major high street lender. 
Despite having significant equity in 
their existing property, they were not 
offered the terms they had requested, a 
decision that the lender only informed 
them of after 14 weeks had passed. 
Mr and Mrs Wiggins then approached 
their existing mortgage lender who 
declined their application to port their 
current mortgage.

After their second mortgage application 
was turned down, Mr and Mrs Wiggins 
became extremely worried that they were 
in danger of losing the house. Given the 
time that had elapsed since their original 
offer on the property had been accepted, 
there was extreme pressure on the chain 
and the vendor was threatening to pull 
out of the sale.

Residential Mortgages Case Study

“From the moment we approached Aldermore, we really 
felt like they cared about us. They were professional yet 
friendly and did everything in their power to help us secure 
the mortgage as promptly and efficiently as possible. 
Now that we are in our new home, our quality of life has 
improved greatly and it is perfect for our expanding family.”
Malcolm and Julia Wiggins
Homeowners
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The solution…
Anxious to find a lender that would 
support them, Mr and Mrs Wiggins 
undertook an internet search and came 
across Aldermore. Fortunately we 
were able to quickly step in and do all 
within our power to help them meet 
their tight and demanding timeframe.

To better understand Mr and Mrs 
Wiggins’s needs, we spoke to them 
on the phone before they submitted 
their application. Although they were 
both self-employed, their requirements 
seemed straightforward. However, to 
ensure that we gave the best advice, we 
needed to discuss their repayment plans 
as they had applied for an interest only 
mortgage on a residential property.

Due to these initial discussions, we were 
able to make an offer extremely quickly 
upon receiving the full application 
– within less than a week and a half. 
Throughout the process, we stayed in 
regular phone contact with the couple, 
remaining especially conscious of their 
prior experiences with other lenders. 
Mr and Mrs Wiggins were able to 
successfully complete their purchase 
and have since written to thank us for 
our support.

“I’ve spoken to Mr and Mrs 
Wiggins since they moved 
and they are extremely 
happy in their new home 
– in fact they said moving 
there is the best thing 
they’ve ever done. I’m 
really pleased that we 
were able to step in at the 
last minute to help them 
complete their purchase.”
Gemma Donnelly
Mortgage Advisor
Aldermore
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Savings

Aldermore’s dynamic online savings 
franchise anchors our funding base 
enabling us to support the financing 
needs of UK SMEs and homeowners. 

We offer a range of award-winning, 
straightforward saving products to both 
Retail and SME customers and have 
recently expanded into the corporate 
savings market. Products include retail 
fixed term, notice, easy access and cash 
ISAs as well as SME fixed term and easy 
access accounts.

Market
The UK savings market is large at around 
£1.7 trillion22 across both retail and 
SME/Corporate deposits and is steadily 
expanding. Aldermore has estimated 
market shares23 of around 0.3 per cent in 
retail deposits and 0.2 per cent in SME/
Corporate deposits leaving substantial 
scope for future expansion without the 
need to target large market shares.

Strategy
We believe that saving should be as 
straightforward and as rewarding as 
possible for our customers. 

For both retail and SME depositors, 
we aim to deliver exceptional service. 
Accounts can be opened and funded 
online within fifteen minutes as our 
modern IT systems and processes 
are able to link to external systems to 
complete key identity checks. We also 
offer phone and postal access for 
retail customers.

A key pillar of our brand is total 
transparency. We publish unedited 
reviews on our website which allows us 
to react to customer feedback, improving 
our offering, and allows potential 
customers to see what other savers think 
of our products and services. In this, we 
believe we are unique in the UK banking 
sector. We don’t believe in products with 
gimmicks, teaser rates or introductory 
offers which the customer then has to 
keep an eye on. 

Having identified that SMEs’ savings 
needs were as underserved as their 
lending needs, we launched our 
SME offering in 2012. We see strong 
opportunities for growth in both the SME 
and Corporate deposit market which we 
recently entered. 

Distribution
Our distribution strategy is predominantly 
online with around 76 per cent of retail 
and almost all SME accounts opened via 
our website.

2014 highlights
• Total deposits grew 

by 29% to £4.5 billion

• SME deposits now 
exceed £1 billion

• SME Customised Fixed Rate 
Account (CFRA) launched

• Rated 4.6 out of 5 
by our customers

Awards
• Four Time Winner – ISA 

Provider of the Year (Consumer 
Moneyfacts Awards 2011-14)

• Winner – Best Business Fixed 
Account Provider (Business 
Moneyfacts Awards 2014)

• Winner – Best Bank Savings 
Provider (Moneyfacts 
Awards 2014)

• Winner – Best Cash NISA 
(Online Personal Wealth 
Awards 2014 and 2013)

• Winner – Best Business Savings 
Account Provider (Savings 
Champion Awards 2014)

• Winner – Best Bank Savings 
Provider (Your Money 
Awards 2014)

• Winner – Best Online 
Savings Account Provider 
(Your Money Awards 2014)

• Winner – Best Online 
Cash ISA Provider 
(Your Money Awards 2014)

• Winner – Innovation in the 
SME Finance Sector (Business 
Moneyfacts Awards 2014)

Deposits by customer type21

 

 

 

  

1 Retail deposit 77% 

2 SME deposits 23% 

2

1

Retail deposits – distribution24

 

 

 

  

2 Telephone/
   post 24% 

1 Online 76% 2

1

21 SME deposits include corporate deposits
22  Source: Bank of England. UK deposit pool comprises 

outstanding sterling deposits and repos for individuals 
(retail) and non-financial businesses (SME/Corporate)

23 Based on deposits as at 31 December 2014
24 Based on accounts opened in 2014
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Growth
Our deposit business delivered 
another strong year of growth, with 
total deposits growing by 29 per cent 
to £4.5 billion (2013: £3.5 billion) and 
forming around 88 per cent of the 
Group’s total funding base (2013: 90 
per cent).

We now have almost 94,000 retail 
savers holding around 114,000 accounts 
(2013: 86,000 customers with 100,000 
accounts) with total retail deposits 
growing by 16 per cent to £3.4 billion 
(2013: £2.9 billion).

Within three years, SME deposits have 
surpassed £1 billion and are nearly 
double the balance at the end of 2013 
(£0.5 billion). SME customers increased 
to 11,000 (2013: 7,000) while number of 
accounts more than doubled to 14,500 
(2013: 7,000).

Product innovation
At the start of 2014, we launched our 
Customised Fixed Rate Account (CFRA) 
for SMEs, with our modern, flexible 
systems enabling us to develop and 
launch this product within three months. 
This innovative account allows SMEs to 
decide the exact term of their deposit 
ranging from 60 days to five years and 
a maturity date dial will provide the 
corresponding interest rate. Alternatively, 
a customer can select the interest 
rate they want to earn and our system 
will calculate the maturity required. 
We believe this is the only account of its 
kind in the SME market and in less than a 
year represents around 11 per cent of our 
SME deposit base. 

Ratings and reviews 
We believe that reviews are an excellent 
way of providing a great customer 
experience for both existing and future 
customers and we are delighted that our 
customers currently rate us at 4.6 out 
of 5.

We take feedback seriously and 
take action to improve our services 
and products: 

• during 2014 we changed our 0845 
telephone number to a 0345 number 
so that calls would be free from mobile 
phones as well as landlines;

• we simplified our payments processes 
to make faster payment options more 
obvious; and

• a customer can now open a 
subsequent account in two clicks as 
we link automatically to data from the 
original account rather than making the 
customer repeat the full process.

Outlook
We will continue to provide 
transparent, straightforward and 
innovative products which meet the 
needs of both our Retail and SME 
depositors supported by exceptional 
customer service. During 2015, 
we also look to extend further into 
the corporate savings market.

+29%
2013 2014

1.0

3.40.5

3.5

4.5

2.9

Retail
deposits

SME deposits

Customer deposits25 (£bn)

Illustration purposes only. 
For more information on the Customised Fixed Rate Account please visit http://www.aldermore.co.uk

25 SME deposits include corporate deposits. Numbers may not exactly sum due to rounding.
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The challenge…
Silvertel, which is based in Newport in 
Wales, specialises in developing and 
supplying electronic components to 
an extensive customer base including 
many leading technology, telecoms 
and security companies around the 
world. The business was founded by 
electronics graduate Steve Edwards 
in 1997.

Steve keeps spare cash in reserve in 
case of an emergency. He cannot lock 
this money away for long periods of 
time since he never knows when the 
company may need to access it at short 
notice, however there is the flexibility to 
lock it away for a few months at a time. 
Steve was disappointed with the rate he 
was getting from the company’s main 
high street bank so began looking at 
other options. 

Steve had not previously heard of 
Aldermore and came across us through 
a search on a price comparison website. 
He also read a number of independent 
reviews of Aldermore online which talked 
positively about us. Intrigued by what he 
had seen, Steve was persuaded to come 
to us for his company’s savings needs.

Silvertel – Allowing customers to choose their own terms

Savings Case Study

“Dealing with Aldermore was 
really simple. Their website 
was easy to use and compared 
to other banks their account 
opening process was extremely 
straightforward. What’s more, 
when I needed to call them, 
they answered the phone 
straight away and didn’t leave 
me hanging on the line.”
Steve Edwards
Managing Director 
Silvertel
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The solution…
Steve decided that our Customised 
Fixed Rate Account (CFRA) was 
right for Silvertel. With the account, 
customers do not have to adhere to 
a maturity date chosen by us; instead 
they can select any date between 60 
days to five years, with the interest 
rate increasing the longer they leave 
their money with us. We believe it is 
the only account of its kind for SMEs.

The ability to select a maturity date has 
proved useful for Silvertel. It allows Steve 
to fix the term for a few months at a time 
before rolling the funds over for another 
fixed term – something he has done 
several times since opening the account. 
In fact, he was so impressed with his 
experience of Aldermore that he has 
since opened a personal savings account 
with us too.

We developed the CFRA after speaking 
to hundreds of SMEs who told us that, as 
well as good returns and straightforward 
processes, they require flexibility from 
their savings accounts. The account is 
one example of how we put customers at 
the heart of what we do.

“We pride ourselves on our 
simple, straightforward 
products and processes and 
the great value returns that 
we offer. All of our savings 
accounts can be set up and 
funded online in fifteen 
minutes, meaning that SMEs 
like Silvertel can open an 
account with us effortlessly 
without leaving the office.”
Richard Taylor
Head of Products, Savings
Aldermore


