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IMPORTANT NOTICE 

This presentation has been prepared by Arrow Global Group PLC  (the “Company”) solely for information purposes and does not constitute, and 

should not be construed as, an offer to sell or issue securities or otherwise constitute an invitation or inducement to any person to purchase, 

underwrite, subscribe to or otherwise acquire securities in the Company or any member of the Group. 

The information contained in this document is confidential and is being made only to, and is only directed at, persons to whom such information may 

lawfully be communicated. This document may not be (in whole or in part) reproduced, distributed, stored, introduced into a retrieval system of any 

nature or disclosed in any way to any other person without the prior written consent of the Company. 

The information contained in this document has not been verified or reviewed by the Company’s auditors and, as such, is subject to all other publicly 

available information and amendments without notice (such amendments may be material). 

The Company makes no representation or warranty of any sort as to the accuracy or completeness of the information contained in this document or 

in any meeting or presentation which accompanies it or in any other document or information made available in connection with this document and no 

person shall have any right of action against the Company or any other person in relation to the accuracy or completeness of any such information. 

Each recipient acknowledges that neither it nor the Company intends that the Company act or be responsible as a fiduciary to such investor, its 

management, stockholders, creditors or any other person. By accepting and providing this document, each investor and the Company, respectively, 

expressly disclaims any fiduciary relationship and agrees that each investor is responsible for making its own independent judgments with respect to 

any transaction and any other matters regarding this document. 

This document contains statements that constitute forward-looking statements relating to the business, financial performance and results of the 

Company and its subsidiaries (the “Group”) and the industry in which the Group operates. These statements may be identified by words such as 

“expectation”, “belief”, “estimate”, “plan”, “target”, or “forecast” and similar expressions or the negative thereof; or by forward-looking nature of 

discussions of strategy, plans or intentions; or by their context. All statements regarding the future are subject to inherent risks and uncertainties and 

various factors could cause actual future results, performance or events to differ materially from those described or implied in these statements. Such 

forward-looking statements are based on numerous assumptions regarding the Group’s present and future business strategies and the environment 

in which the Group will operate in the future. Further, certain forward looking statements are based upon assumptions of future events which may not 

prove to be accurate and neither the Company nor any other person accepts any responsibility for the accuracy of the opinions expressed in this 

document or the underlying assumptions. The forward-looking statements in this document speak only as at the date of this presentation and the 

Company assumes no obligation to update or provide any additional information in relation to such forward-looking statements. 

This document is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution or use would be 

contrary to local law or regulation or which would require any registration or licensing within such jurisdiction.  
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TODAY’S SPEAKERS 

Tom Drury 
Group Chief Executive Officer 

Robert Memmott 
Group Chief Financial Officer 
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I. HIGHLIGHTS 

01  
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SUMMARY HIGHLIGHTS 

► Continued strong growth in earnings and dividend 

 

► Maintained high returns – mid 20’s ROE 

 

► Developed a leading position and growth opportunities in the 

Netherlands and Belgium through the acquisition of InVesting 

 

► Strong total purchases of £131.4 million (including £96.0 million 

organic) invested at target returns 

 

► Material improvements in cost and duration of funding 

 

► Received our full FCA authorisation in August  

 

► Continue to see strong pipeline across Europe with further opportunities 

for product and geographic growth 
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120 Month ERC  
(31 December 2015: £1,224.5 million) 

£1,417.2m 
 

1
5

.7
%

 Adjusted EBITDA 
(H1 2015: £65.7 million) 

£105.3m 6
0
.3

%
 Underlying return on equity 

(“ROE”) LTM (H1 2015: 25.5%) 

27.4%  

Organic portfolio purchases 
(H1 2015: £71.4 million)  

£96.0m 

Purchased loan portfolios 
(31 December 2015: £586.3 million) 

£692.0m 
 

 

Underlying net income 
(H1 2015: £15.2 million) 

£19.1m 

Core cash collections 
(H1 2015: £100.6 million) 

£138.8m 

3
8

.0
%

 

Executing our strategy to drive earnings and dividend growth 

2
5

.8
%

 

1
8

.0
%

 
3

4
.4

%
 

(+ 25.0% from 30 June 2015: £1,134.2m) 

Interim dividends 
(H1 2015: 1.7p) 

 2.7p per share 

5
8

.8
%

 

Underlying basic earnings 

per share (“EPS”)  
(H1 2015: 8.7.p) 

10.9p 
 

2
5

.8
%

 
(+ 34.1% from 30 June 2015: £515.8m) 
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II. STRATEGIC UPDATE 

02  
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STRATEGIC OBJECTIVES 

Vision 

Strategy 

 

► To be a top 3 player in each of our chosen markets, building 

on our market leading platforms 

 

► To focus on delivering strong returns through deep 

understanding of our customers and clients 

 

► To be industry leaders in data and analytics 

 

► To transform the customer journey within our industry and 

deliver great customer outcomes  

 

► To further diversify the business 
 

Europe’s leading purchaser and manager of debt 
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AN ENLARGED AND DIVERSIFIED BUSINESS 
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Origination 

Primary Secondary 

10 different asset classes across secured and unsecured 

120-Month Gross 

ERC (£m) 
892 384 142 

Internal 
Servicing 

Best in class 3rd party 

Asset management operations to account for around 25% of Group revenues  

Data 

► > 20m records in UK (PCB) 

► c. 50% UK match rate 
UK 

► 9 year performance history in Portugal 

► 30% match rate in Portugal 
Portugal 

► 10.5m customer profiles in FOCUM information database in 

the Netherlands 
Netherlands 

Leading internal platforms 

Coverage UK Portugal 
Netherlands 

France 
Belgium 

Product 
Debt 

purchase 

White label 

collections 

Contingent 

collections 
REO BPO 

Sector Banking 
Student 

loans 

Telecoms/ 

utility 
Retail e-commerce 
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INVESTING UPDATE 

► Acquisition completed in May 2016. Enterprise value of €100 million 

including 502k accounts and 120 month ERC of €107 million 
 

► Vesting Finance is a traditional DCA + pension servicing business with long 

duration customer relationships 

► FOCUM is a business information provider with a large number of smaller 

contracts with 10.5 million profiles in its information database 

► AchterafBetelan is an open invoice payment provider for online post payment 

solutions with a large number of smaller contracts 
 

► Portfolio assets performing favourably relative to our underwriting forecast 
 

► Integration on track - InVesting CEO, Joost van Rens, now in-country 

CEO responsible for all Arrow Global assets in the geography  
 

► Embedded Arrow Global Group risk framework 

► Sharing of core competencies (analytics, origination, pricing) 

► Clear strategy to develop the business by using origination and fund 

relationships to focus the business on larger financial services opportunities 
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H1 2016 PORTFOLIO INVESTMENT – BENEFITTING FROM 

INCREASED OPPORTUNITY 

Investment split by geography 

H1 20161 

Investment split 

secured/unsecured H1 20161 

► Strengthened market position and embedded fund 

relationships generating greater opportunity 

 

► More selective in deals we progress 

 

1. By purchase price (Includes InVesting portfolios) 

UK 
41.2% 

Portugal 
31.1% 

Netherlands 
27.7% 

Unsecured 
55.0% 

Secured 
45.0% 

Year 

Volume of Deals 

Win Ratio 
Bid 

Ratio 

Won Lost 

Did Not 

Trade / 

Passed Total 

2013 17 19 24 60 47% 60% 

2014 23 28 35 86 45% 59% 

2015 23 20 52 95 53% 45% 

2016 H1 8 9 39 56 47% 30% 

► Balanced between geographies and secured/unsecured 

 

► Continue to source significant amount of deals off-market 

89% 

 

► 2016 vintage collecting favourably to underwriting 

forecast 
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Arrow Global 

purchase of 

customer 

account 

Initial contact 

made (currently 

repaying) 

Initial contact 

failed (not 

currently 

repaying) 

Income & 

Expenditure 

(“I&E”) review 

to ascertain 

disposable 

income (“DI”) 

Specialist 

trace and legal 

strategies 

Agree 

repayment plan 

as a proportion 

of DI  

12 month 

minimum plan 

review 

Debt repaid 

and credit file 

rehabilitated 

Key facts: 

► Our underlying assets are predominantly defaulted 

and non-interest bearing  

► Circa 75% of collections from long-term affordable 

repayment plans 

► Circa 25% of collections from one-off payments  

► We agree a sustainable level of repayment which 

gives customers headroom 

► Continuous improvements in collections strategies 

(e.g. digital) 

MODELLING UK MACROECONOMIC UNCERTAINTY – 

UNDERSTANDING THE CUSTOMER JOURNEY 

1
3

 

Initial contact 

made (not 

currently 

repaying)  
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MODELLING UK MACROECONOMIC UNCERTAINTY 

► The purchase of Capquest gives Arrow Global the opportunity to gain deeper insight into 

customer payment behaviour under macro-economic stress and simulate the potential impacts 

of Brexit, and any downturn macro-economic factors, on Arrow Global’s business   

 

► Engaged Jaywing Consulting to review and challenge analysis 

 

► The analysis consider the following 4 KPI’s from the Arrow Simulation Engine used to forecast 

ERC: 

► Breakage rates: the proportion paying over time 

► Payment values: Proportional growth in arrangement value in quarter 

► Cumulative settlement rate: cumulative proportion of customers making a one-off 

settlement 

► Settlement liquidation rate: proportion of current balance’s made as a settlement 

 

► The analysis shows that whilst increases in payment values observed in non-recessionary times 

are supressed the other three metrics did not exhibit significant shocks within the last recession 

 

► As such, it is expected that the impact of macroeconomic uncertainty on Arrow Global’s ERC is 

within tolerances.  Further analysis and monitoring will be on going as the macro-economic 

impacts as the process of withdrawal of the UK from the EU unfolds 
 

 

1
4
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III. FINANCIALS 

03  
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BUSINESS MODEL OVERVIEW – ILLUSTRATIVE ECONOMICS 

► Defaulted debts converted into 

sustainable long-term repayment 

plans 

1. Reflective of  H1 2016 purchases and asset management revenues  

1
6
 

120 

Month 

Face value of purchased balances owed 100 

Price paid for the portfolio 12.5 

Gross cash collections 25.0 

 

Gross Cash-on-Cash Multiple 

 

2.0 

Cost-to-collect ratio 15.5% 

Net cash collections 21.1 

Net Cash-on-Cash multiple  1.7 

Debt purchase (£m)1 Asset management (£m)1 

Income from asset management 17.2 

Cost-to-collect (10.1) 

Net contribution to profit 7.1 

► Derive fees from a broad service 

offering: 

► Advisory 

► BPO 

► Debt collection 

► Due diligence 

► Real estate management 

► ‘Capital light’ (no up-front capital) 

supported by long-term contracts  

► Supports origination and enhances 

ROE 
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H1 2016 PERFORMANCE 

Core cash collections (£m) 

► Growth of 38.0% in core cash collections to 

£138.8 million 

► Overall collections ahead of ERC forecast 

► Strong performance of 2015 and 2016 

vintages 

► UK collections in line with ERC 

► Some disruption in Portugal as we 

migrate portfolios in-house 

► 2016 vintage curve shape drives higher 

collections and amortisation charge 

► Increase of 32.4% in revenue to £101.5 

million 

► Asset management businesses generated 

£17.2 million (17%) of revenue (H1 2015: 

£4.4 million, 6%) 

► Asset management revenues expected to be 

circa 25% of Group revenue on a run rate 

basis 

 

Revenue growth (£m) 

Total 

Revenue 
94.7 110.7 165.5 76.7 101.5 

130.3 
148.5 

218.5 

100.6 

138.8 

2013 2014 2015 H1 2015 H1 2016

93.3 
108.8 

150.7 

72.3 
84.3 

1.4 

1.9 

14.7 

4.4 
17.2 

2013 2014 2015 H1 2015 H1 2016

= asset management revenue 
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H1 2016 PERFORMANCE 

Adjusted EBITDA (£m) ► Growth of 60.3% in Adjusted EBITDA to  

£105.3 million 

► Improvement in Adjusted EBITDA driven by 

execution of investment plan 

► Growth in portfolio asset base 

► Strong performance of 2015 and 2016 

vintages 

► Account migration to core panel and in-

house collection operation 

► Continued delivery of Capquest 

synergies 

► InVesting acquisition 

► Circa 82% of Adjusted EBITDA from owned 

assets and contracts held at beginning of 

year 

90.9 
101.0 

153.1 

65.7 

105.3 

2013 2014 2015 H1 2015 H1 2016
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► We expect total returns to be higher as they mature as collections are expected beyond 120 months 

► H1 2016 vintage includes 45% secured by purchase price 

GROSS CASH ON CASH MULTIPLES 
1

9
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H1 2016 PERFORMANCE 

120-month gross ERC (£m) 

► Continued growth in ERC driven by strong  

H1 2016 purchases   

 

► 120-month ERC breakdown   

► UK 63%  

► Portugal 27% 

► Netherlands 10% 

 

► At 30 June 2016 approximately 600,000 

accounts paid Arrow in the last 3 months  

with a current face value of approx £1.7 

billion 

 

► Replacement rate for next 12 months approx 

£100 million  

 

120-month ERC bridge Dec 15 to Jun 16 (£m) 

650 

1,085 

1,225 
1,134 

1,417 

2013 2014 2015 H1 2015 H1 2016

1,225  

139  

257  

74  

1,417  

800

900

1,000

1,100

1,200

1,300

1,400

1,500

Dec-15 Collections Purchases Roll forward
& FX

Jun-16
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SECURE LONG-TERM FUNDING 

 

► Net Debt/Adjusted EBITDA unchanged 

following InVesting acquisition 

► Successful €230 million bond issuance 

at EURIBOR +4.75%  

► Significant headroom on 58.5% LTV 

compared to covenant of 75%  

► Maintained significant headroom in 

advance of UK EU referendum vote 

► £158 million of RCF undrawn 

► Cost of holding additional liquidity has 

a negative impact on funding costs 

 

2
1

 

Indebtedness – as at 30 June 2016 

(£m) 

Net Debt 739.1 

LTM Adjusted EBITDA 192.7 

84-Month ERC 1,200.0 

Leverage Metrics 

Net Debt / Adjusted EBITDA 3.8x 

LTV (Net Debt / 84-Month ERC) 61.6% 

Secured LTV (Secured Net Debt/ 

84-Month ERC) 
58.5% 

Cash cover 5.3x 
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LONG-TERM FUNDING 

 

2
2

 

Debt maturity & 120-month ERC 

► Significant ERC coverage of debt 

maturities 

► Average debt duration currently stands 

at circa 5.2 years with a WACD of 

5.75% 

► RCF refinanced in July.  

► 100 bps reduction in margin  

► 54 bps reduction in commitment 

fee 

► Extended duration to November 

2019 with a committed option to 

July 2021 

► S&P ratings upgrade to BB 

► Continue to assess funding 

opportunities to reduce the WACD and 

extend maturity 

136 

391 

605 

783 

928 

1,050 

1,154 

1,242 

1,319 
1,386 

1,417 

22 

 242  

 522  

 713  

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

£180m RCF L +2.75% 

£220m Fixed Rate Note 7.875%  

1st Call Mar-16 

 

€335m Floating Rate Note E+5.25%  

1st Call Nov-17 

 

    Cumulative 120-month ERC      Cumulative debt maturities      * £22 million drawn of £180 million RCF available       Bond call date 

 

€230m Floating Rate Note E+4.75%  

1st Call May-19 
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Sustainable cash profit (£m) 

H1 2016 PERFORMANCE 

139 

17 
31 

22 

19 

4 
6 

45 

29 

 -

 20

 40

 60

 80

 100

 120

 140

 160

 180

 200

Collections Asset
management

revenue

Cost to
collect

Overhead Cash
interest

Tax Capital
expenditure

Average
replacement

rate

Sustainable
cash
profit
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8.9 
12.4 

3 4.7 

25.2 

29.6 

35.4 

15.2 

19.1 

2013 2014 2015 H1 2015 H1 2016

2
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Underlying net income (£m) 

► Includes two months from InVesting 

 

► £1.3 million contribution from MCS (H1 

2015: £0.5 million) 

 

► Underlying net income increased by 

25.8% to £19.1 million 

 

► EPS of 10.9p – growth of 25.8% 

 

► Underlying LTM ROE of 27.4% 

 

► Interim dividend of 2.7p, being 50% of 

the 2015 final dividend of 5.4p 

H1 2016 PERFORMANCE 

= total dividend pay-out 
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IV. OUTLOOK & SUMMARY 
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► Evidence suggests that the post EU referendum pause has now 
subsided1 

 

► Transaction volumes for the market already at 68% of completed 2015 
volumes. Volumes continue to increase across Europe1 
 

► Associated Brexit not expected to impact our ability to operate and 
purchase portfolios in Europe (licensed in our own right in each of our 
chosen markets and as such are not reliant on the UK’s on going 
membership of the EU) 

 

► Continued shift to BPO-type revenues creating further opportunities for 
long-term contracts 

 

► Continue to see strong pipeline – organic portfolio purchases for the 
remainder of 2016 of over £29 million already awarded 

 

► Debt purchase (front book) drivers remain unaffected – changes in 
regulatory environment and the need for recapitalisation 

 

 

 

 

1. Source: PWC Portfolio Advisory Group, Market Update Q2 2016 (published August 2016)  

2
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MARKET OUTLOOK 
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ARROW GLOBAL SUMMARY & OUTLOOK 

2
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► Continued strong financial performance with EPS increase of 25.8% and ROE 

(LTM) grown to 27.4% 

 

► Strong H1 2016 investment with £96.0 million (organic) invested at target returns 

 

► Continue to diversify our business and strengthen the organisation 

 

► Significant funding progress with RCF refinanced and S&P ratings upgrade 

 

► FCA authorisation, an important milestone now achieved 

 

► Resilient underlying assets – affordable repayment plans 

 

► Confident that overall full-year earnings will be in line with our expectations and 

we remain confident in meeting our growth and returns targets 

 



P
ro

p
rie

ta
ry

 a
n

d
 C

o
n

fid
e

n
tia

l 

Q&A 
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Financial 
Services 

Unsecured 
65.4% 

Retail 
11.9% 

Telco 
1.9% 

Student 
Loans 
3.5% 

Motor 
Finance 

1.7% 
Financial 
Services 
Secured 

15.6% 

PORTFOLIO SUMMARY 
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Portfolio split by asset class1 

Portfolio split by originator1 

Portfolio split by geography1 

► Average account balance of £1,661(an 

increase of 4.1% from H1 2015: £1,595) 

► Average financial services balance of £1,929 

► Average balance of paying accounts of 

£2,988 

1. Cumulative by purchase price 

Cumulative highlights1 

UK 
68.5% 

Netherlands 
8.3% 

Portugal 
23.2% 

Bank 1 
13% 

Retailer 1 
9% 

Bank 2 
8% 

Bank 3 
8% 

Bank 4 
5% 

Student 
Loan 1 

3% Bank 5 
3% 

Bank 6 
3% 

Bank 7 
2% 

Bank 8 
2% 

Other 
44% 
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VINTAGE CURVES 
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120-month ERC1 – value embedded in existing book (£m) 

  
84-Month Gross ERC 120-Month Gross ERC Total  

Year  1 2 3 4 5 6 7 8 9 10 

ERC (£m's) 266.8 235.9 194.9 161.1 132.8 112.3 96.2 81.7 71.7 63.8      1,417.2  

3
2

 

ESTIMATED REMAINING COLLECTIONS 

1. Euro ERC at 30 June 2016 exchange rate 1.20 

0

50

100

150

200

250

300

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
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KEY METRICS – NET DEBT 

£m 

Cash and Cash Equivalents (20.7) 

Bond 691.5 

Accrued Bond Interest 8.7 

Bank Overdraft 8.6 

Deferred Consideration 28.9 

Revolving Credit Facility 22.0 

Net Debt 739.1 



P
ro

p
rie

ta
ry

 a
n

d
 C

o
n

fid
e

n
tia

l 

STATEMENT OF COMPREHENSIVE INCOME 
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£m - IFRS Jun-16 Jun-15 

Core Cash Collections 138.8 100.6 

Portfolio Amortisation (55.2) (28.5) 

Total Revenue from Portfolios 83.7 72.2 

Income from Asset Management 17.2 4.4 

Other Income 0.6 0.1 

Total Revenue 101.5 76.7 

Collection Activity Costs (30.7) (24.1) 

Overhead Costs (21.4) (15.7) 

Total Operating Expenses (pre-Exceptionals) (52.1) (39.8) 

Share in Associate Profit 1.3 0.5 

Adjusted EBITDA 105.3 65.7 

Non-cash operating expenses (2.1) 0.5 

Exceptional Items (2.7) (2.8) 

EBITDA 46.0 35.1 

Depreciation & Amortisation (3.6) (1.6) 

Financing Costs (pre-exceptionals) (21.9) (17.0) 

Profit Before Tax 20.5 16.4 

Taxes (4.0) (3.5) 

Net Income 16.5 12.9 

Net Income (Pre-exceptionals) 19.1 15.2 


