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Serving the UK’s non-standard finance market 

Full Year Results to 31st January 2009



Serving our Customers 

Home Credit

� 500 Representatives visit over 125,000 loyal customers every week

� UK wide coverage and significant expansion potential. 3rd largest in industry

� Small “relationship” loans underpin debt quality
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� Small “relationship” loans underpin debt quality

Motor Finance

� Advantage Finance – 10th Anniversary of Used Car Market finance

� 12,000 + customers – 70% broker originated

� High credit quality and 9 years of continuous profit growth



Financial Highlights

� PBT before exceptionals at £8.6m (2008: £8.6m) 

� EPS at 50.1p (2008: 50.8p) – current trading “encouraging”

� Gearing reduced to 72% (2008: 74%) and borrowings reduced with 

lower finance costs
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� 3-5 year funding in place to cover all core borrowing

� Strong cash generation

� 10%+ yield on Ordinary shares with stable dividend policy



Operational Highlights

� Robust profit performance in both divisions

� Shorter term loan books bring strengthening debt quality in both Home 
Credit and Motor Finance divisions
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� 2000 additional home credit customers and improved impairment with 
good cash generation

� Motor finance revenues up by 10% - record customer applications

� Tightened underwriting criteria protect loan quality for recession



Home Credit 

5



Home Credit

� 5 new branches opened – for expansion and management control

� Loansathome4u brand introduced for all home credit operations

� New Debt Management/Legal Centre set up in Hanley, Staffs
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� Rise in short term loans increases debt quality and reduces impairment

� Current marketing and arrears operations centralised and co-ordinated

� Tighter cost control and stable margins



New Home Credit Catalogue
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Motor Finance
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Motor Finance

� Loan applications at 10,000 per month of which 300-400 transacted

� 10% revenue growth as non and sub-prime competitors withdraw from 
market

� Automated underwriting hurdles increased substantially in year to 
ensure debt quality in recession
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ensure debt quality in recession

� 69% of customers up to date – this reflects high quality customer intake 
and fewer early redemptions

� Increased average lending rate and lower average advance protect 
margins and reduce risk

� Cash generation improving



HCC: 12 Months to 31 January 2009

� 3.3% reduction in revenue 

reflects shortened term book 

debt – overall sales and margins 

stable. 

� Reduced impairment reflects 

stronger arrears control.

£m Jan 09 Jan 08 Change 
%

Revenue 32.0 33.1 -3.3
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stronger arrears control.

� Expenses stable and borrowings 

and finance costs reducing.

� Gross margins reflect additional 

£250,000 rebate charge.

Cost of Sales -1.3 -1.4 -6.9

Impairment -7.7 -7.8 -1.2

Admin Exp -17.5 -17.6 -0.1

Finance Costs -0.1 -0.3

PBT 5.4 6.0 -9.5



Motor Finance: 12 Months to 31 January 2009

� 10% growth in revenue – taking 
advantage of withdrawal of non 
prime competitors.

� 38% fewer early redemptions due 
to customers trading on less often.

� 69% up to date reflecting initial 
quality and fewer early 

£m Jan 09 Jan 08 Change 
%

Revenue 14.2 12.9 +10.2
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quality and fewer early 
redemptions. Slower actual and 
expected legal recoveries reflected 
in increased impairment charge.

� Reduced cost of sales (automation) 
but increased collection and 
compliance expenses.

� Improved margins as interest/ 
advance ratio rises.

Cost of Sales -2.4 -2.4 -1.7

Impairment -4.8 -4.1 +17.1

Admin Exp -2.1 -1.8 +18.3

Finance Costs -1.7 -2.0 -10.9

PBT 3.2 2.6 +21.0



Group Cash Flow

Six months to Jan 2009: 

� Group borrowing from £32.3m to 

£31.3m.

� Both HC and Motor Finance divisions 

now cash generative.

Twelve months to Jan 2009:

£m Jan 09 Jan 08

Balance b/f -31.3 -31.6

Cash outflow +0.0 +0.3

Balance c/f -31.3 -31.3
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Twelve months to Jan 2009:

� Stable and cash generative HCC, 

growth in deals and slowdown in 

early redemptions in Motor Finance.

Twelve months to Jan 2008:

� Borrowings benefited from 

corporation tax refund £0.7m H1.

Analysis

HCC +0.9 -1.5

Motor -32.1 -29.8

Balance c/f -31.3 -31.3



Cash Flow 12 months to 31 January by Division

HCC

� Stable advances.

� Collections maintained on lower book debt.

� IFRS related corporation tax refund in 2008.

£m Jan 09 Jan 08

Motor Finance

� Advances stable (lower in H2).

� Early redemptions and debt recovery income 

slowed further.

� Collections stable and up 14% on last year.

� Business cash generative in H2.

£m Jan 09 Jan 08
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£m Jan 09 Jan 08

Balance b/f -1.5 -4.7

Advances -45.8 -45.8

Collections 54.7 54.9

Setts/reloans 15.1 15.4

2nd Mortgage Pilot 0.3 0.2

Ohds/int etc -17.7 -17.5

Corp Tax -1.4 -1.1

Dividend -2.8 -2.9

Balance c/f +0.9 -1.5

£m Jan 09 Jan 08

Balance b/f -29.8 -26.9

Advances -20.3 -20.4

Collections 19.1 16.8

Setts/reloans 4.4 5.4

Debt recovery 2.3 2.9

Ohds/int etc -6.1 -5.9

Corp Tax -0.8 -0.7

Dividend -1.1 -1.0

Balance c/f -32.3 -29.8



Impairment Graph
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Balance Sheet and Financing

� Gearing at 72% (2008: 74%) and falling.

� £28m of medium-term facilities. 

� £29m of current borrowing.
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� £8m of facilities headroom for acquisitions and organic 

growth.

� Stable and conservative dividend cover.

� Net assets up 3.5%.



The Market

� 2.3m home credit customers of a potential 4m in 2004. Lending £1.5bn 

(Competition Commission 2006).

� Opportunities from consolidation in both home credit and motor 

finance markets.
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� Traditional markets benefiting from “trickle-down” of non-prime 

customers denied finance.

� Internet applications for home credit now running at 1000 per month.

� Datamonitor – market increase 2.2% pa 1999-2003; 1.7% decline pa 

2003-2008; growth of 1.1% pa resumed estimated 2008-2011.



Credit & Risk Management 

� All underwriting in home credit sanctioned by independent credit controllers.

� Audit letter system operated and controlled from Head Office.

� Regular physical security checks required and monitored for all customer rounds.

Minimum income and maximum repayment requirements tightened.
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� Minimum income and maximum repayment requirements tightened.

� Advantage Finance - approval rate 15% of applications, of which 20-25% is 
converted

� Bespoke / Experian underwriting and scoring system and regular batch quality 
testing.

� State of the art collections/customer relations/diary and monitoring systems.



Outlook 

� Current trading encouraging and up on last year.

� Improving debt quality in both divisions despite economic difficulties as 

customers return to traditional borrowing.

� Slower sales due to customer caution and demanding underwriting 
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� Slower sales due to customer caution and demanding underwriting 

potentially offset by larger customer numbers.

� “Shorter” loan book protects quality.

� “Relationship” lending provides platform for growth in more uncertain 

times.



Summary

� Solid earnings with potential for selective growth.

� Strong financial position and renewed medium-term funding.

� EPS 50.1p (2008: 50.8p) – stable dividend at 32p and platform for future 
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� EPS 50.1p (2008: 50.8p) – stable dividend at 32p and platform for future 

increases.

� Cash generative Group.

� Well-placed for controlled growth given market opportunities .



Disclaimer

This document and its contents do not constitute or form part of a prospectus or any offer or invitation to
sell or to issue, or any solicitation of any offer to buy or subscribe for any ordinary shares in the
Company nor shall it or any part of it or the fact of its distribution form the basis of, or be relied on in
connection with, nor constitute any contract therefore. Neither the Company or any of its respective
directors, officers or employees give any representation or warranty, express or implied, as to the
fairness, accuracy, completeness or correctness of the information and expressions of opinion contained
in this document. This document is for distribution only in the United Kingdom to persons to whom the
financial promotion restriction in s21(1) Financial Services and Markets Act 2000 does not apply by virtue
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (SI 2005/1529) (the
‘Financial Promotion Order’). This document is directed at Investment Professionals as defined in article
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‘Financial Promotion Order’). This document is directed at Investment Professionals as defined in article
19 of the Financial Promotion Order who have professional experience in matters relating to investments
and who are also Qualified Investors as defined in s86(7) Financial Services and Markets Act 2000.
Persons who do not have professional experience in matters relating to investments should not rely on
this document. The contents of this document have not been approved by an authorised person. The
distribution of this document in other jurisdictions may be restricted by law and persons into whose
possession this document comes should inform themselves, and observe, any such restrictions. Any
failure to comply with these restrictions may constitute a violation of the laws of any other such
jurisdictions. In particular neither this document nor any copy of it may be taken to or transmitted into
the United States of America or distributed, directly or indirectly, into the United States of America or to
any US persons (as defined in Regulation S of the US Securities Act 1933 (as amended)) or into Australia,
Canada, Japan or the Republic of South Africa.



Appendices
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Average Loan Size
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Profit Growth During Last Recession

� S&Us record in the last recession between 1989-1996

1989 1990 1991 1992 1993 1994 1995 1996

PBT £1.9m £2.8m £3.4m £4.3m £4.5m £5.6m £6.1m £7.0m
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Properly controlled S&U can continue to progress throughout a recession.



Target Customer

We aim for good quality, stable, family business.

Every home credit loan is individually sanctioned by independent credit 

controllers.
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� Householder – usually with family – and over 21

� Stable address on voters role

� Employed or stable self-employed

� Bank or building society account

� Minimum weekly net income


