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Summary
International Personal Finance plc (IPF) corporate family rating (CFR) is Ba3 and the senior
unsecured Medium Term Note (MTN) programme rating is (P)Ba3. IPF is a UK-based nonprime instalment lender with global operations spanning 11 countries. The outlook on the
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The Ba3 CFR reflects (1) IPF's solid loss-absorption capacity reflecting its strong capital
position which will help to mitigate against weakening profitability and asset quality due
to the coronavirus induced weakening operating environment; (2) an agile balance sheet
with a relatively short-term loan book allowing IPF to adjust its risk appetite, as well as,
supporting its cash accumulation in order to meet its liquidity needs; and (3) its international
geographic diversification, where the risks to balance-sheet from current coronavirus related
economic stress will peak at different times across the regions IPF is exposed to. These
strengths are balanced against (1) weak asset quality reflecting the near to sub-prime
segment it operates in; (2) near term cash flow pressures due to the onset of coronavirus
constraining its origination and collections ability given its high reliance on in person
originations and cash collections, particularly in its largest segment, Home Credit; as well as
constraints on originations stemming from adverse regulatory changes; and (3) debt maturity
concentration.
The (P)Ba3 MTN programme rating reflects (1) IPF’s Ba3 CFR; and (2) our Loss Given Default
analysis for Speculative Grade Issuers that takes into account IPF’s liability structure, which
leads us to align the MTN programme rating with the CFR, due to absence of more senior
ranking secured funding sources.
Exhibit 1

Strong capital levels and profitability partially mitigate asset risk
IPF's leverage and return on assets
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Tangible common equity declined in 2018 as a consequence of the introduction of IFRS9.
Source: Company's financials
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Credit strengths
» High risk adjusted profitability expected to deteriorate but then recover to moderate levels
» Strong capital position that provides solid loss-absorption capacity
» Reverse maturity transformation allows rapid cash flow generation and risk exposure adjustments
» Strong and established franchise and good geographical diversification

Credit challenges
» Weak asset quality because of the non-prime credit profile of its targeted customer segment
» Risks stemming from adverse regulatory changes
» Near term constraints on originations and collections due to coronavirus measures
» Maturity concentration, which increases refinancing risks

Rating outlook
The stable outlook reflects Moody's expectation that IPF will continue to perform in line with that of its Ba3 CFR over the next 12-18
months, whereby its solid capitalisation will underpin its resilience against weakening profitability and asset risk. Moody’s expects
ongoing deleveraging due to lower originations to result in reduced refinancing needs.

Factors that could lead to an upgrade
Due to current pressures in its operating environment, Moody’s does not expect positive pressures on IPF's CFR over the next 12-18
months. However, a future upgrade of the ratings will depend on (1) improvements in the overall financial profile, in particular via
significantly reduced debt maturity concentration reducing refinancing risk; and/or (2) improvement in Moody’s assessment of IPF’s
operating environment.
The senior unsecured MTN programme rating may also be upgraded if IPF were to issue substantial amounts of subordinated debt.

Factors that could lead to a downgrade
IPF's CFR could be downgraded in the event that (1) solvency materially weakens due to prolonged profitability challenges; and/or
(2) its cash flow and liquidity position weakens, for example if the company is unable to gradually reduce its refinancing needs and is
unable to partially tap into the wholesale markets during the later quarters of this year.
The positioning of the CFR could be subject to reassessment if IPF is subject to material adverse regulatory changes that impacts its
business viability in some of its markets.
The senior unsecured MTN programme rating may be downgraded if IPF were to issue secured debt, which would increase encumbered
assets and thus the expected loss for unsecured creditors.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Key indicators
Exhibit 2

International Personal Finance plc (Consolidated Financials) [1]
Total managed assets (GBP Million)
Total managed assets (USD Million)
Net Income / Average Managed Assets (%)
Tangible Common Equity (Finance) / Tangible Managed Assets (%)
Problem Loans / Gross Loans (Finance) (%)
Net Charge-offs / Average Gross Loans and Leases (%)
Debt Maturities Coverage (%)
Secured Debt / Gross Tangible Assets (%)

12-192

12-182

12-172

1,322.7
1,752.2
5.3
29.5
31.4
16.2
122.0
1.1

1,378.0
1,755.0
5.6
28.2
32.4
17.7
412.1
3.0

1,402.0
1,896.6
4.5
32.8
57.2
20.1
172.7
4.4

12-162 CAGR/Avg.3

1,280.5
1,582.3
-30.4
61.1
-193.8
5.4

1.14
3.54
5.15
30.25
45.55
18.05
225.15
3.55

[1]All figures and ratios are adjusted using Moody's standard adjustments. [2]IFRS [3]May include rounding differences because of the scale of reported amounts. [4]Compound annual
growth rate (%) based on the periods for the latest accounting regime. [5]Simple average of periods for the latest accounting regime.
Sources: Moody's Investors Service and company filings

Profile
International Personal Finance plc (IPF) is a UK-based non-prime instalment lender operating in 11 countries in Europe (excluding the
UK), Mexico and Australia, on three continents.
IPF was founded in 2007 following the demerger of the international business from Provident Financial, although its history stretches
back further during the period it was part of Provident Financial. IPF today serves more than two million customers under its two
business lines: (1) Home Credit — small-sum, short-term unsecured consumer loans; and (2) Digital — small-sum lines of credit and
instalment loans to consumers. Moody's expects that Home Credit customer numbers in Europe will continue to decline, offset by
growth in the Mexican Home Credit and multi jurisdictional Digital business.
IPF’s customers have no or poor credit history and are underserved or financially excluded by traditional high-street lenders.
Exhibit 3

Distribution of average net receivables as year-end 2019

Digital
26%

Home Credit Europe
57%

Home Credit Mexico
17%

Home Credit Europe includes Poland, the Czech Republic, Hungary and Romania; Digital includes Finland, Estonia, Lithuania, Latvia, Spain, Australia, Poland and Mexico.
Source: Company's financials

Recent developments
The rapid and widening spread of the coronavirus outbreak, deteriorating global economic outlook, falling oil prices, and asset price
declines are creating a severe and extensive credit shock across many sectors, regions and markets. Although the initial shock from the
coronavirus has been similar across countries, economic outcomes will differ because of different capacities to withstand the shock.
The overall risks to our baseline forecasts for all countries are skewed to the downside1. We regard the coronavirus outbreak as a social
risk under our ESG framework, given the substantial implications for public health and safety. The revenues and collections of consumer
lenders such as IPF are affected by government mandated lock down and social distancing measures as well as by measures introduced
to mitigate against cash flow constraints on those affected by the coronavirus outbreak.
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Since the coronavirus outbreak several regulators and governments in jurisdictions where IPF operates have implemented temporary
consumer lending measures to mitigate the impact of the economic downturn on consumers.
In Poland as of 1 April, a reduction in the cap on fees on consumer loans for new lending has been approved for a period of one year,
after which the cap will revert to previous levels. The flat level of the cap is reduced from 25% of the loan value to 15% and the
additional variable cap from 30% to 6% per annum, with the aggregate total of the caps not to exceed 45% of the loan value.
In Hungary, the government has implemented a debt repayment moratorium for consumers until the end of the year, and the
maximum annual percentage rate for new consumer loans has been temporarily reduced to the national bank base rate plus 5%.
Furthermore, debt repayment moratoriums are now in place in other countries such as Romania and the Czech Republic.

Detailed credit considerations
Profitability: Solid loss-absorption capacity through strong profitability
We view IPF’s profitability track record as a rating strength and assign a Baa3 Profitability score versus historic score of A1, which
corresponded to the high 5% three-year average return on assets. The lower score reflects the expected significant deterioration in the
profitability in 2020 due to coronavirus-induced economic disruption resulting in a weakening in cash flows and profitability due to
lower collections, higher loan loss provisioning requirements and constrained loan growth. Furthermore, it reflects Moody's expectation
that IPF's profitability will recover to a more moderate level into 2021, as social distancing eases and as a higher share of its customers
transition to digital payment platforms.
In Q1 2020 credit issued contracted 15% year-on-year and collections were at 95% of budget. March 2020 collections were 87%
of budget and declined to 76% in April, with the company expecting collections to remain at a similar level in May, very gradually
improving from June onwards. Additionally, in order to preserve cash in the business implementing, IPF has initiated cost-reduction
actions which are expected to generate around £52 million of savings.
Historically, IPF demonstrated strong through-the-cycle profitability, which provides good loss-absorption capacity. The decline in
profitability from 2008 and 2009 was moderate because the company limited loan losses by tightening underwriting to achieve the
target risk-adjusted profit. The weakest year for IPF during the last financial crisis was 2009 (see Exhibit 4), with an impairment-torevenue (ItR) ratio of 29.9% in 2009, which remained within its risk appetite target range of 25%-30% ItR ratio (see Exhibit 5).
Exhibit 4

Exhibit 5

IPF has reported strong through-the-cycle profit

IPF continues to remain within its risk appetite
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Capital adequacy and leverage: Strong capital position
We view IPF's capitalisation as strong and assign an A3 Capital score, which is two notches lower than the score corresponding to
Tangible Common Equity / Tangible Managed Assets (TCE/TMA) of 29.5% as of the year-end 2019. The negative adjustment captures
the risk to capital due to expected deterioration in profitability and loan book quality following economic disruptions, as well as the
unseasoned nature of the new digital markets and geographic regions where their performance remains untested. During the next
twelve months, Moody’s expects IPF's balance sheet to contract to a more moderate level as its adjusts its risk appetite and to operate
with lower leverage, until it resumes growth as the economic outlook begins to improve.
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IPF’s capital position has been strong and stable over the past decade because of the company’s policy of funding each loan with 40%
equity. As of the year-end 2019, the equity-to-receivables ratio was 44.8% compared with 43.6% as of year-end 2018. Furthermore,
the Board also took the decision to cancel the proposed £17 million final dividend payment for 2019 which should result in an
additional boost to capital. We expect this policy to continue in the near term, thereby maintaining a high level of equity. The company
has traditionally not been highly acquisitive, although it has a small £23.1 million goodwill position related to its 2015 acquisition of
MCB Finance (IPF Digital). We do not expect intangible assets and goodwill to increase materially over the next two to three years,
supporting our assessment of a strong TCE position that can act as a loss-absorption buffer in a stress scenario.
Per IPF’s announcement on 24th October, the Polish tax authority dispute for the periods 2010-2018, which could have resulted in up
to a further £137 million liability, has been concluded and is no longer a risk to the strong capital base of the company. The estimated
potential liability of £173 million for 2008-18 assumed that all years were assessed on the same basis as 2008 and 2009, including the
£36.2 million upfront payment made to appeal the decision for the 2008-2009 period. The outcome of IPF’s appeal for this tax dispute
for 2008-2009 was found in their favour. The court's decision however remains subject to the Tax Chamber's right to appeal when the
written judgement is issued by the court.
Asset quality: High asset risk, reflecting the fact that IPF lends to customers with weak credit profiles
We assign a Ca Asset Quality score to IPF, reflecting the fact that the company caters to a riskier segment of the population and hence
carries a large amount of impaired loans at all times and charges off a high proportion of loans each year. Similar to that of its peers,
IPF's asset quality is a credit weakness. We expect further weakening in asset quality over the next twelve months as coronavirus
induced economic slowdown takes hold.
Based on stage 3 credit impaired loans under IFRS9, IPF had 31.4% problem loans as of the year-end 2019 and 32.5% as of year-end
2018. This partially reflects the fact that IPF limits late fee charges (if charged, these are generally used to re-engage with the customer)
and makes this point clear upfront, meaning that many of its customers skip payments from time to time, at least temporarily
impairing a large proportion of its loans. IPF prices its loans to factor in delayed repayment, knowing that this results in higher levels of
impairments. IPF’s net charge-off ratio was 16.2% for 2019. This high level of charge offs reflects the short-term unsecured nature of its
lending and the fact that delinquent loans are charged off early.
Cash flow and liquidity: Rapid cash flow generation partially mitigates debt maturity concentration
We view IPF's Cash Flow and Liquidity Position as moderate and assign a Ba2 score. Our assigned score is the composition of three
subfactors: a Debt Maturities Coverage B2 score, a Funds From Operations (FFO)/Total Debt B1 score and a low Secured Debt/Gross
Tangible Assets Baa1 score.
The B2 Debt Maturities Coverage score reflects a five-notch downward adjustment relative to the initial score corresponding to 122% as of
year-end 2019 because of maturity concentrations up to April 2021 elevating refinancing risk. Our baseline scenario is that the company
will not have any issues in refinancing the upcoming maturity — it is likely to do this in stages once its financing needs are defined under a
more constrained growth appetite. We nevertheless reflect the maturity concentration in the score. Apart from its upcoming maturity, IPF
has a well-diversified funding profile, regularly issuing small amounts in multiple currencies (naturally hedging some cash flow) and using
a mix of bank and bond financing. We also include IPF’s £100.1 million (as of 31 December 2019) undrawn bank facilities with maturity
greater than one year as available liquidity when assessing the debt maturities coverage.
As of year-end 2019, 15% of its £542 million bonds matured in 2020 and a further 63% in 2021 (see Exhibit 6). This maturity profile
reflects IPF's strategy to extend its debt maturity profile beyond the eurobond maturity in 2021 and the fact that in June 2019, IPF
refinanced part of its £101.5 million retail-eligible bond maturing 2020, issuing a new £78.1 million bond maturing December 2023.
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Exhibit 6

Bond maturity schedule as of year-end 2019
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Source: Company's financials

The assigned B1 FFO/Total Debt score is two notches lower than reported as of year-end 2019, reflecting the expected reduction in
new lending and cash collection challenges. Cash flow generation is a strength for the company. Given the fast collections ability due
to relatively short duration of receivables, the company is able to rapidly change its underwriting profile if economic conditions change.
Furthermore, IPF has a reverse maturity transformation, which supports the credit profile and makes it possible for the company to
collect cash and deleverage if high-yield markets are closed or it needs to exit a market; however, were this to be sustained, this would
be detrimental to its profit and franchise position. As of year-end 2019, IPF had an average lending maturity of around 12.2 months
and average committed funding maturity of 1.7 years. The average funding maturity is likely to be extended once the €406.1 million
(around £343.5 million) bond maturing in 2021 (63% of bond funding) has been refinanced.
The assigned Baa1 Secured Debt/Gross Tangible Assets score reflects the fact that the company has no secured financial debt, with
operating leases brought on balance sheet being the only secured debt included in our calculation, resulting in a secured debt ratio of
1.2% as of year-end 2019. While this corresponds to an initial score of Aa1, we adjust the score downwards by six notches to reflect i)
the negative pledge present in the existing debt documents, meaning that the company would likely need to restructure its debt if it
wishes to leverage its assets for secured funding or securitisation and also ii) currently limited access to the asset backed securitization
market due to subdued investor appetite.
Operating environment
We assign a B2 score to IPF’s Operating Environment, based wholly on the industry risk of non-prime instalment lenders. The MacroLevel Indicator does not have any weighting in the scorecard because this score is higher than the Industry Risk score for all segments
IPF operates in.
The B2 Operating Environment score is below IPF's Ba2 Financial Profile score. Therefore, we constrain the adjusted financial profile by
weighting the Operating Environment score at 70% and the financial profile at 30%, resulting in an Adjusted Financial Profile score of
B1.
Macro-level indicator
We use the average net receivables of IPF to determine the geographical split when assigning the macro-level indicators. The portfolio
segmentation is split among European Home Credit (57.0%; average Macro-Level Indicator of A2), Mexico Home Credit (16.7%; Baa2)
and Digital (26.4%; predominantly Europe, at A3).
Industry risk
We assign a B Industry Risk score for non-prime instalment lenders. Non-prime instalment lenders are subject to a high degree of
regulatory risk, which could quickly make operations in certain markets less economically viable.
Barriers to entry in the home credit market are relatively high, while barriers to entry in the digital space are low. Particularly in the
home credit market, alternative lenders such as IPF command a large market share, given that customers often have limited access to
banking services.
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Non-prime instalment lenders are subject to high asset risk because of the borrowers’ weaker credit profiles. The home credit market
has existed for decades, offering credit to those that may have limited access to conventional bank borrowing. Over time, the resilience
of the home credit market may decline, if alternatives become more prevalent and easily accessible for unbanked customers; however,
we do not see this as an immediate risk.
Business profile and financial policy
We adjust IPF’s B1 Adjusted Financial Profile score upwards by one notch for its business diversification and franchise positioning. IPF
has a strong and established Home Credit franchise, with a high level of brand awareness that supports customer acquisition within its
regions of operation.
IPF is also well diversified from a geographical perspective. The company operates in 11 countries across three continents, which
provides broad diversification and a buffer against economic trends and regulatory changes in individual countries. We expect Mexico
and the higher-credit-quality Digital business to continue to account for a greater proportion of the balance sheet and revenue, which
will further support IPF’s diversification.

Environmental, social and governance considerations
In line with our general view for banks and finance companies, IPF has low exposure to environmental risks and moderate exposure to
social risks. See our environmental risks heat map and social risks heat map for further information.
IPF moderate exposure to social risks is primarily underpinned by data security concerns, consumer protection and legislative trends
that are factors applicable for lenders. This is illustrated by the Polish Council of Ministers' proposal to tighten a cap on fees that lenders
may charge for consumer loans, which would constrain IPF's revenue generation. A stricter cap was introduced in Slovakia, which led
IPF to choose to phase out its operations in the country (for further details see Recent regulatory development section).
Furthermore, the rapid and widening spread of the coronavirus outbreak, which we consider a social risk, is also a social consideration,
given the substantial implications for public health and safety and deteriorating global economic outlook, creating a severe and
extensive credit shock across many sectors, regions and markets.
Governance is highly relevant for IPF, as it is to the financial intermediation industry. Corporate governance weaknesses can lead to a
deterioration in IPF’s credit quality, while governance strengths can benefit its credit profile. Governance risks are largely internal rather
than externally driven, and for IPF, we do not have any particular governance concern. Nonetheless, corporate governance remains a
key credit consideration and requires ongoing monitoring.
Notching considerations
The (P)Ba3 senior unsecured MTN programme rating for IPF is based on the application of our Loss Given Default for SpeculativeGrade Companies rating methodology and model, and is reflective of the priority ranking of senior unsecured creditors in IPF’s capital
structure.
About Moody's Scorecard
Our scorecard is designed to capture, express and explain in summary form our Rating Committee’s judgement. When read in
conjunction with our research, a fulsome presentation of our judgement is expressed. As a result, the output of our scorecard
may materially differ from that suggested by raw data alone (though it has been calibrated to avoid the frequent need for strong
divergence). The scorecard output and the individual scores are discussed in rating committees and may be adjusted up or down to
reflect conditions specific to each rated entity.
Overall, the scorecard-calculated standalone assessment range for IPF is ba2-b1. The company’s ba3 standalone assessment is
positioned in the middle of the range.
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Rating methodology and scorecard factors
The principal methodology used in these ratings was Finance Company Methodology published in November 2019. Alternatively,
please see the Rating Methodologies page for a copy of this methodology.
Exhibit 7

International Personal Finance plc
Financial Profile

Profitability
Net Income / Average Managed Assets (%)
Capital Adequacy and Leverage
Tangible Common Equity / Tangible
Managed Assets (%)
Asset Quality
Problem Loans / Gross Loans (%)
Net Charge-Offs / Average Gross Loans
(%)
Weighted Average Asset Risk Score
Cash Flow and Liquidity
Debt Maturities Coverage (%)
FFO / Total Debt (%)
Secured Debt / Gross Tangible Assets (%)
Weighted Average Cash Flow and
Liquidity Score
Financial Profile Score

Factor Weights

Historic Ratio

Initial Score

Assigned Score

10%

5.13%

A1

Baa3

25%

29.47%

A1

A3

Expected trend

10%
10%

40.35%
18.03%

Ca
Ca

Ca
Ca

Expected trend
Expected trend

Ca

Ca

10%

122.01%

Baa3

B2

15%
20%

15.91%
1.12%

Ba2
Aa1

B1
Baa1

A3

Ba2

Baa2

Ba2

30%

Key driver #1

Key driver #2

Earnings volatility Expected trend

Near-to-medium Expected trend
term maturities
Expected trend
Other
adjustments

Operating Environment

Home Country
Macro Level Indicator
Economic Strength
Institutions and Governance Strength
Susceptibility to Event Risk
Industry Risk
Home Country Operating Environment Score
Operating Environment Score

Factor Weights

Sub-factor Score

0%
25%
50%
25%
100%

a1
a1
a

Business Profile and Financial Policy

Business Diversification, Concentration and
Franchise Positioning
Opacity and Complexity
Corporate Behavior / Risk Management
Liquidity Management
Total Business Profile and Financial Policy
Adjustments

Aa3

B
B2

Factor Weights

Score

70%

B2

ADJUSTED FINANCIAL PROFILE

Adjusted Financial Profile Score
Financial Profile Weight
Operating Environment Weight

Score

Comment

Score

B1
30%
70%
Adjustment

Comment

1
0
0
0
Ba3
Comment

Sovereign or parent constraint
Standalone Assessment Scorecardindicated Range
Assigned Standalone Assessment

Aa2
ba2 - b1
ba3

Source: Moody's Investors Service
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Instrument class
Exhibit 8

Instrument ratings
Instrument Class

Senior Unsecured MTN Programme

Assigned Standalone
Assessment

Affiliate Support
Notching

Government
Support Notching

ba3

0

0

Individual Debt
Class Notching

Assigned Rating

Ba3

Source: Moody's Investors Service

Ratings
Exhibit 9

Category
INTERNATIONAL PERSONAL FINANCE PLC

Outlook
Corporate Family Rating -Dom Curr

Moody's Rating

Stable
Ba3

Source: Moody's Investors Service

Endnotes
1 See 28 April 2020 update of Global Macro Outlook 2020-21: Global recession is deepening rapidly as restrictions exact high economic cost
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