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Risk features, Impacts and developments In the first half of 2015

Banking market rsk oould k=ad to lower Income of a loss of valee from changes In
Imtarest rates. Tha ourrent how rate eméronment remains 2 key conocam. We monitor
forecasted rates and keep our options under revies. Ket Interest mangin
(*Min’) and economic value of equity {'EVE') sersHivities were relatively unchanged
during the first haif of 2015 as the growth In bank account liability volumes was
|zrgely offset by additioral unhedoged fied rate assets.

& see "Banking market sk’ on page 53.
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Capital risk has the potential to disrupt our business model and stop the nomal
functions of Santander LK. Fallure to meet the capital requirements of regulators
could lead them to constrain dividend payments or to resolve Santander UK. The
CET 1 capital ratio was 11.73% at 30 lne 2015 and was Impacted by the
commencament of the FSA cooperation inour consumer firence business. The PRA
end-point Tier 1 leverage ratio was 4.1%, up from 3.E% at 31 Decamber 2014,

© see ‘Capital nsk” on page 64.
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conduct risk s a kay factor in determining f we are mesting our am to be the
best bank for our customers. The remaining provision for PR redress and related
costs amounted te £73m. Monthly utlsstion, including proactive customer
contact, during the first hatf of 2015 decreased to £9m per month, against an
average of £11m in 2014, Exduding proactive customer contact, the average
redress costs during the first half of the year wene £6m per montiv The high
proportion of invalid complzings also continued. Exsting non-PA related conduct
prowisions amounded fo £159m.

& see 'Conduct risk’ on page 73.
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Cradit risk could reduce the value of our assets as well as Inoresse wrrite-offfs and
Impainment koan loss llowances. The iotal MPL ratie of 1.68% at 30 June 2015
continued to improwe, with retall and corporate loans performing wed In an
Improving creds envimnment.

& Sag "Credt risk” on page 15.
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Liguidity risk could affect our abilty to mest our finandal obligations as well =
disupt our day-to-day operations, business model or lead 1o the Insolvency of
Santander UK. Although creds ratings downgrade risk {and the assodated impact
this might have on the group's liquedity posstion) In the medium term has reduced,
longes-term risk remains due to the possiblity that the Santander UK group’s senior
debit Esuance plan fall short of expactations over the next two years fwhether this &
due 0 euNFONe MNCEMS of other cusas).

& See “Liguidity risk” on page 54.
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Operational risk could Impact any aspact of our business or support processes
amzociated with people, systems or external events which could prevent us from
achieving our desired business objectives. The Industry-wids threat from cybar-
attadks continues to rise; aiminal methods ane Indeasing in sophistication, and use
of mobile and Internet-based products continues to grow. We are mitigating these
riskes throwgh IT enhancemeant, and further development of our cyber-threat
Intelbgence function.

© See *Operational risk’ on page 73
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Parslon risk arises to the extent that the assets of the defined benafit parsion
schemes do not fully match the timing and amount of the schames’ liabilites and
can iImpact cur finandal results and cpital metrics. The cument low Interest rate
EMwironmeant remains 2 concern, a5 does the potential for assets to fall inwalue
These risks are monitored diosely and strateqgles to manage their Impact kept under
review. The Scheme's aocounting position was broadly unchanged at £180m
surplus 2t 30 June 2015 (31 December 2014: £156m surphus).

& see "Pension risk’ on page 7Z.




