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Business
TSB ahead 
with 440pc 
rise in profits
By Marion Dakers

TSB has reported a 440pc surge in 
profits for the first half of the year, as its 
purchase of 30,000 Northern Rock 
mortgages bolstered a better-than-ex-
pected rise in new customers.

TSB, which was relaunched in 2014 
and bought off the stock market by the 
Spanish banking group Sabadell last 
year, said its progress as a challenger 
bank to the large high street players 
had not been affected by last month’s 
vote to leave the European Union.

“The only change we detected was 
during Euro 2016 – when England 
played, things quietened down,” said 
chief executive Paul Pester. “In the first 
few days [after the Brexit result] we 
had some mortgage appointments can-
celled, but things have picked up 
again.”

Mr Pester said TSB was insulated 
from some of the fears about a lending 
slump, with the average loan-to-value 
of its mortgage book standing at just 
42pc, protecting the balance sheet 
from the dip affecting high-end London 
real estate and more cyclical loans.

The bank reported a 440pc rise in 
profits to £125.4m for the six-month pe-
riod, including £34.8m from the North-
ern Rock portfolio, now renamed 
Whistletree. Total lending rose 29pc to 
£27.9bn, with about a third of this com-
ing from the Northern Rock purchase.

Modular living Low-cost prefabricated flats by Pocket 
are carefully lifted into position yesterday as part of a 
regeneration project in Lambeth, south London. 
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Public borrowing falls to 
nine-year low but deficit 
target likely to be missed
By Szu Ping Chan and Isabelle Fraser

PUBLIC borrowing dropped to its low-
est level in nine years in June as the 
Treasury’s coffers were boosted by 
higher tax receipts from workers and 
businesses. 

Public sector net borrowing, exclud-
ing public sector banks, stood at £7.8bn 
in June. This was £2.2bn lower than 
the same month a year ago and was 
well below economists’ estimates of a 
fall to £9.5bn. It was also the lowest 
June deficit since 2007. 

Income tax, national insurance, VAT 
and corporation tax receipts all rose 
last month, with income tax receipts 
up 6.3pc to £12.2bn, according to the 
Office for National Statistics (ONS). The 
figures represent the final set of bor-
rowing figures under George Osborne 
as chancellor. 

The new Chancellor, Philip 
Hammond, welcomed the figures as 
“highlighting the underlying strength” 
of the economy. “As our economy now 
adjusts to reflect the referendum deci-
sion it is clear we will do so from a posi-
tion of economic strength,” he added.

Despite the boost, economists said 

the Government was unlikely to meet 
the Office for Budget Responsibility’s 
(OBR’s) current deficit target of £55.5bn 
this year. Scott Bowman, at Capital 
Economics, said: “The data show that 
the Chancellor would have struggled 
to meet the OBR’s forecast this year, 
even before the vote to leave the EU. 

“Borrowing in the first three months 
of the fiscal year was only down 8.3pc 
on a year earlier, compared to the 
March forecast for a fall of around a 
quarter. We think that GDP growth will 
grind to a halt in the second half of this 
year, tempering any further improve-
ment in borrowing.”

The Government has scrapped its 
goal of balancing the books by 2020. 
However, Theresa May, the new Prime 
Minister, said this week that the Con-
servatives had not “abandoned the in-
tention to move to a surplus”, but de-
layed it until at least the next decade.

While analysts believe the Brexit 
vote is likely to increase borrowing sig-
nificantly over the coming years, the 
OBR said there would not be “any clear 
signals about the impact of the referen-
dum result for some time”.

However, the fiscal watchdog did 

note that “uncertainty prior to the ref-
erendum may have contributed to the 
weakness of [stamp duty] receipts re-
lated to residential and commercial 
properties in London and higher-
priced transactions in general”.

Separate data showed UK retail sales 
fell sharply in June, as the wet weather 
hurt clothing sales. Sales volumes fell 
0.9pc in June compared with May. An-
alysts had expected a 0.6pc drop. Com-
pared with a year earlier, sales rose by 
4.3pc compared with 5.7pc growth in 
May. Retailers did not report that the 
Brexit vote has dampened sales during 
the five-week period ending July 5.

Meanwhile, mortgage lending in-
creased by 16pc to £20.7bn in June 
compared with May, according to the 
Council of Mortgage Lenders. This sum 
is also 3pc higher than June 2015.

This rise is partly due to the 3pc hike 
in stamp duty for buy-to-let and second 
properties in April. There was a sharp 
rise in transactions in the months prior 
as investors rushed to buy, followed by 
a lull. It has only now risen again.

The number of residential proper-
ties bought in June was up 4.9pc on 
May, according to figures from HMRC. 


