
Confidentiality Notice: This presentation is confidential and contains proprietary information and intellectual property of 
Arrow Global Group PLC. None of the information contained herein may be reproduced or disclosed under any 
circumstances without the express written permission of Arrow Global Group PLC

ARROW GLOBAL GROUP PLC
Interim Results
30 August 2018



Proprietary and C
onfidential

Agenda

Lee Rochford, CEO

I. Highlights
II.   Arrow model
Paul Cooper, CFO

III. Financial performance
IV. Segmental reporting
Lee Rochford, CEO

V. Summary
VI. 2018 Outlook

Q&A

2



Proprietary and C
onfidential 3

I. HIGHLIGHTS
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STRONG RESULTS

Underwriting performance and AUM growth supporting earnings and dividend momentum

120 Month ERC 
(31 December 2017: £1,780.2m)

£1,947.9m9.
4%

Adjusted EBITDA
(H1 2017: £101.8m)

£118.9m16
.8

% Underlying LTM RoE
(H1 2017: 32.8%)

33.5% 

Organic portfolio purchases
(H1 2017: £125.1m)

£145.1m

AUM 
(2017: £38.3bn)

£49.3bn

Underwriting 
performance
(H1 2017: 103%)

103%

Core cash collections
(H1 2017: £154.5m)

£178.0m15
.2

%
-

28
.7

%

DPS
(H1 2017: 3.2p)

4.0p25
.0

%

Underlying basic EPS
(H1 2017: 14.8p)

16.3p10
.0

%
0.

7p
pt

s.

16
.0

%
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Key highlights
► Strong growth and returns: core collections up 15.2%, underlying LTM ROE of 33.5%, 

interim DPS up by 25% to 4.0p
► New segmental disclosure demonstrates strong contributions from both the 

Investment Business and the Asset Management & Servicing Business
► European platform now established; focus now on integration and organic growth
► Strong underwriting performance with collections at 103% of original forecast
► One Arrow investment programme on track to complete by year end

► Record portfolio investments of £145.1 million – strong pipeline for H2
► Continue to source assets at attractive rates in line with targets – returns remain in 

line our recent mid-teens IRR performance; 16% IRR* achieved on H1 2018 
purchases (FY 2017: 15%)

► Breadth and strength of origination and servicing platform producing a nicely 
diversified vintage; 66.3% off-market

CONSISTENT STRATEGIC EXECUTION

Investment 
business

Strong balance 
sheet discipline

► Fully refinanced balance sheet - WACD of 3.9% and no bond market maturities 
until 2024; strong liquidity with over £170 million headroom to fund organic growth 

► Committed to reducing leverage position by year end with further reductions in 2019

*Net of collection activity costs

Asset 
Management and 

Servicing 
business

► AMS drove 32.2% of income with a 19% EBITDA margin
► AUM grew to £49.3bn – acquisition of Norfin adds €1.5 billion of AUM; Highly 

accretive to AMS EBITDA margins 
► AMS represents a high quality, ‘sticky’ earnings stream; fastest growing part of the 

Group
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II. ARROW MODEL
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The Arrow Platform

Platform 
Capabilities

Core
Skills

Asset 
Origination

Asset 
Underwriting

Asset 
Management & 

Servicing

Reporting
and Oversight

Client 
institutional 

funds co-invest

Generates 
Mid-teen 

Unlevered 
Returns

Arrow purchases tails of 
institutional fund client 

assets off-market

Client 
institutional 
funds exit 

investments

► Franchise

► Relationships

► Breadth of 
solutions

► Data and 
analytics

► Geographic & 
asset class 
expertise

► Forensic 
assessment and 
valuation skills

► Asset specific 
expertise

► Technology

► Data and 
analytics

► Regulatory 
compliance

► Portfolio 
management

► Risk 
management

Governance

VALUE CREATION FROM THE ARROW PLATFORM
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DEEP AND LEADING PLATFORMS IN OUR COUNTRIES ENABLES ARROW 
TO BE THE PARTNER OF CHOICE FOR LOCAL BANKS, CREDIT FUNDS 
AND THE CAPITAL MARKETS

8

Niches by asset 
class

UK Portugal Italy Benelux Ireland

Consumer Capquest Gesphone Parr Credit Vesting Small market

SME Mars Capital Whitestar Europa 
Investimenti

RNHB Mars Capital

Mortgage Mars Capital Whitestar Expanding Parr Vesting Mars Capital

Real Estate Mars Capital Norfin* Europa 
Investimenti
(Vegagest)

M7 Mars Capital

Master servicing/
Securitisation/
Credit bureau

Mars Capital Hefesto Zenith Focum Mars Capital

Fund 
management

Arrow UK Norfin* Europa 
Investimenti
(Vegagest)

Arrow 
Netherlands

Arrow Ireland

Key points - Arrow can service 50% of the European market from platforms above
- Sophisticated platforms and local expertise enable consortium deals and off-market 

opportunities
*Subject to completion
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COMPREHENSIVE DELIVERY OF GEOGRAPHIC EXPANSION AND 
ASSET CLASS DIVERSIFICATION 

Investment split by 
geography H1 2018

Benelux
31.0%

UK 
6.4%

Investment split by 
geography FY 2014*

Portugal 
47.9%

UK 
51.6%

20182014

Significant geographic 
expansion

Secured
54.0%

Performing
14.0%

Unsecured
33.0%

Investment by asset 
classes FY 2014

Investment by asset 
classes H1 2018

Benelux
0.5%

Unsecured
86.3%

Secured
7.3%

Performing
6.4%

2014 2018

Arrow has built a stronger, more diversified and resilient model 

Portugal 
16.8%

Italy
28.2%

Ireland
17.6%

Significant asset 
diversification

*Organic purchases

9
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<Footer> <Version #> <DD Month YYYY>
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Total ERC 
by 

geography

Ireland
1.5%

Italy 
7.0%

UK 
46.2%

Benelux 
17.6%

Portugal 
27.6%

► European non-UK 
jurisdictions now 
account for over 
50% of ERC

► More diversified 
portfolio

► Better risk adjusted 
returns

More diversified balance sheet

Continue to increasingly transact off-market with stable win ratio

► The platform is originating more opportunities than ever before
► Highly selective in deals we progress – strong investment discipline sustains returns profile
► Avoid highly competitive auctions – off-market deals accounted for 66% of business in H1
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► Returns have remained stable across geographies
► Recent vintages are lower risk with more consistent returns
► Greater contribution of secured and paying/performing assets – lower Gross Money Multiple but consistent Net 

Money Multiple
► Initial costs related to secured are higher than unsecured, but lifetime costs are lower
► Paying/performing assets have lower lifetime collection activity costs
► Net Money Multiples therefore remain broadly consistent

CONSISTENTLY ACHIEVING TARGET RETURNS
11

0.1

0.3

0.8

1.1

1.2

1.4

1.6

1.8

2.0

1.7

1.8

1.8

2.3

2.3

2.1

0.0 0.5 1.0 1.5 2.0 2.5

2015 
Vintage

2016 
Vintage

2018 H1 
Vintage

2017 
Vintage

2014 
Vintage

Historic underwriting outperformance

Gross collections to date
Remaining ERC up to 84 months from purchase
Remaining ERC up to 120 months from purchase

1.9

2.3

1.9

2.3

2015 
Underwriting

2015 
Current

2016 
Underwriting

2016 
Current



Proprietary and C
onfidential

12

III. FINANCIAL PERFORMANCE
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HY 2018 HY 2017

Third party Asset 
Management and Servicing 
income

£34.2m£41.4m

Core collections £154.5m£178.0m

Underlying Other 
operating expenses (£40.9m)(£49.5m)

Underlying collection activity 
costs (£55.1m)(£59.3m)

Underlying Operating 
profit £53.8m£58.1m

Investment business 
income

£115.6m£125.5m

Underlying PAT £25.8m£28.4m

► Core collections growth driven by strong 
performance across all geographies

► Modest Fair Value gain – discussed on 
slide 15

► Impairment gains consistent year on year 
– 2018 approx. 50/50 split between year 8 
ERC roll in and revaluations

► Strong third party AMS income growth of 
over 20%

► Collection activity costs increased due 
greater mix of Asset Management and 
Servicing income – lower margin but 
higher quality

► Increase in underlying other operating 
expenses reflects the investment and 
acquisition activity of the group – growth 
expected to moderate by year end

► Underlying PAT increased over 10% 
despite lack of MCS contribution (circa 
£1 million in 2017)

STRONG UNDERLYING EARNINGS GROWTH

Total income £149.8m£166.9m

13

+20.9%

+15.2%

+8.6%

+10.0%

+8.1%

+11.4%

7.5%

21.0%

- Impairment gains on 
portfolios at amortised 
cost

£28.3m£23.3m

- Fair value gain on 
purchased loan 
portfolios

£2.2m£6.1m

(17.8%)

-

- Income from 
portfolio 
investments

£85.1m£96.1m +13.0%
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STRONG GROWTH IN CORE COLLECTIONS AND INCOME

Core cash collections (£m)

Revenue growth (£m)

149.8

235.9

319.0

3rd party Asset Management & 
Servicing revenue
Loan portfolio revenue
Total income

► Growth of 15.2% in core cash 
collections to £178.0 million

► Overall collections remain ahead 
of ERC forecast (103% original 
underwriting forecast)

► 3rd party asset management 
income increased

► Total Group Asset 
Management & Servicing 
income continues to rise, 
increasing to £59.7 million 
(£41.4 million of third-party 
income)

► Increase of 11.4% in Group 
income to £166.9 million

166.9

286.0
342.2

154.5 178.0

YE 2016 YE 2017 H1 2017 H1 2018

189.6
247.9

115.6 125.5

46.3

71.1

34.2 41.4

YE 2016 YE 2017 H1 2017 H1 2018



Proprietary and C
onfidential

FAIR VALUE ASSETS UNDER IFRS 9 
Assets not measured at fair value (£m) 
Assets measured at fair value (£m)
Assets reclassified to fair value in 2018 (£m)

30.9
173.476.7

843.9
853.1

YE 2017 H1 2018

IFRS 9 measurement: 

► Financial assets measured at amortised cost if: 
► Held within business model with objective to hold financial assets to collect contractual cash flows
► Financial asset gives rise to cash flows that are solely payments of principal and interest
► Otherwise measured at Fair Value

► At H1, majority of Arrow’s portfolio assets (83%) measured at amortised cost
► Remaining 17% (£173 million) are classified as Fair Value – increase from ~3% at FY17
► Increase in Fair value assets; includes reclassification under new accounting standard

► FV classification depends on specifics of each contract
► Revenue recognition largely consistent with amortised cost
► FV assets valuation process subject to same degree of rigour, governance and external audit as amortised cost

15

6.1 

61.0 

73.5 

32.9 

No change
Reclassification
New purchases
H1 18 FV Gain

951.5 1026.5
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IMPROVING DIRECT COST: INCOME RATIO

► Underlying collection activity costs increased 7.5% - slower rate than income and collections growth

► Underlying collection activity cost:income ratio improved by 1 ppt. to 35.5% (HY 2017: 36.8%) despite 
growth of the AMS Business, which has a higher cost to collect 

► Other operating expenses increased due to:
► business acquisitions and their subsequent scaling
► build-out of central functions – expected to moderate in future periods

► ‘One Arrow’ investment programme expected to complete by FY 2018
► anticipate other operating expenses growth will moderate
► operational gearing will be seen from late 2019 onwards, resulting in a reduced cost:income ratio

► Although costs have risen in absolute terms, cost:income ratio stable at 65%

55.1 59.3

40.9
49.5

H1 2017 H1 2018

Underlying collection activity costs and other 
operating expenses* (£m)

Underlying other operating 
expense

Underlying collection activity 
costs

Total underlying costs 

Underlying cost:income ratio

96.0

108.8

64.1%

65.2%

27.3%

36.8%

29.7%

35.5%

*A full reconciliation of underlying costs can be found in the appendix 

16
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209.2 230.6

101.8 118.9

YE 2016 YE 2017 H1 2017 H1 2018

Adjusted EBITDA (£m)

INCREASED ADJUSTED EBITDA AND UNDERLYING NET INCOME

► Adjusted EBITDA increased   
16.8%, driven by strong collections

► Underlying net income grew over  
10%

► Supports 25% increase in interim   
dividend

► Continued strong track record of 
bottom line growth

Key Highlights

45.6

25.8 28.4

YE 2016 YE 2017 H1 2017 H1 2018

Underlying net income (£m)

56.6
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CONTINUED ERC GROWTH

120-month gross ERC  (£m)

► Continued growth in ERC driven by 
strong portfolio purchases at attractive 
returns 

► 120-month ERC breakdown  
► UK 46%  (2017: 54%)
► Portugal 27% (2017: 29%)
► Benelux 18% (2017: 13%)
► Italy 7% (2017: 4%)
► Ireland 2% (2017: 0%)

► 29% of 120-month ERC is now secured 
assets (£565.5 million** of ERC)

650

1,085
1,225

1,545
1,780

1,948

2013 2014 2015 2016 2017 2018

120-month ERC* bridge Dec 17 to Jun 18 (£m)

*Euro ERC at June 2018 exchange rate 1.13, 31 December 2017 1.13
**Calculated using the percentage of portfolio purchase price allocated to secured 
at the point of purchase

1,780.2 

178.0 257.2

88.5

1,947.9

Dec 17 Collections 
YTD

Purchases 
YTD

ERC 
rollover

Jun 18
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Cumulative 120-month ERC

£255m RCF L+2.5%

£320m Fixed Rate Notes due 2024, 5.125%, 1st Call Sep-19

€400m Floating Rate Notes due 2025, E+2.875%, 1st Call Apr-19

€285m Floating Rate Notes due 2026, E+3.75%, 1st Call Mar-20

167 

526 

844 

1,087 

432

1,292 
1,441 

1,677 

786

1,038

1,569

1,824 
1,917 

1,038 1,038

1,948 

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

112

LONG-TERM FUNDING
19

Debt maturity & 120-month ERC (£m)

► Successful refinancing in March 2018 raising:
► €285 million E + 3.75% eight year bond due 2026
► £100 million tap of existing 5.125% sterling fixed 

rate bonds due 2024
► RCF increased to £255 million in January 2018 alongside 

margin reduction to 250bps and extension to 2023
► Additional financing provides significant liquidity

► Significant ERC coverage of debt maturities

► Weighted average cost of debt 3.9%

► Weighted average debt duration 6.3 years

► Compares favourably to shorter weighted 
average asset life

► No bond maturities until 2024
► Leverage within 3.5x-4.0x target range with 

strong cash interest cover
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Cash result (£m)

STRONG CASH GENERATION

Free cashflow prior 
to investment in 
new portfolios at 
replacement rate

£74m

Asset 
Management & 
Servicing (AMS)

Investment Business (IB)

Group functions

Total

► Cash result increased by over 14% in H1 2017, despite investment in acquired businesses and Group Functions

► Full-year cash result expected to exceed FY 2017 level of £48 million, reflecting strong expected H2

£90m
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IV. SEGMENTAL REPORTING
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ASSET MANAGEMENT AND SERVICING HIGHLIGHTS

Asset 
management is 

the fastest 
growing part of 

the business

Higher quality of 
earnings

► Asset management revenues have grown from circa £1 million at IPO 
to over £70 million at FY2017

► Strong growth is expected to continue as we increase third party AUM
► Third party AUM will increase due to:

► Our co-investment model (where we service our fund clients’ co-
invested funds)

► Our fund management strategy (where we will raise third party 
funds to invest in asset classes we specialise in) 

► We have undertaken a comprehensive cost allocation process
► Demonstrates high-teens EBITDA margin in the asset management 

business
► Methodology has been reviewed by external auditors

Segmenting the 
Asset 

Management & 
Servicing 
business

► Asset management has low capital intensity – contribution immediately 
additive to RoE

► High recurring income from long-term contracts – average life of five 
years

► Highly scalable business will benefit from operating leverage – margins 
will increase as assets grow
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Segmental H1 2018 Analysis

Investment 
Business

Asset 
Management & 

Servicing Business

Total income £59.7m1£125.5m

EBITDA £11.2m£69.7m

Gross margin % 50%62%

► 1Total AMS income is 32.2% of gross Group segment income

► 2 Intra segment revenue calculated on a consistent commercial basis with third-party fees

► 3 Fully allocate out all staff and other costs to appropriate segment; unallocated costs are true Group oversight (Group executive, risk, 
finance, governance etc.)

► 4Includes finance costs related to European expansion of Investment Business and Asset Management and Servicing Business

► 5 Continue to see opportunity to grow AMS margins above 20% - capital-light and potential to grow margins

(£18.3m) 2

-

Intra 
segment 

elimination

--

Group 
Functions

-

Adjusting 
items

£166.9m

£58.8m

-

Total
period ended 
30 June 2018 

Collection activity 
costs (CAC)

(£29.8m)3(£47.8m) 3 £18.3m-- (£0.7m) (£59.9m)

Gross margin £29.9m£77.7m --- (£0.7m) £106.9m

Other operating 
expenses*

(£18.7m)(£8.0m) - (£5.2m) (£48.1m)

*Excluding depreciation, amortisation and forex
**Excluding adjusting items and depreciation and amortisation

EBITDA margin % 19% 556% - - -

-

(£16.2m) 3

(£16.2m) (£5.9m)

PBT £11.2m£69.7m

-

£10.7m(£45.6m) (£24.6m)

Operating profit £11.2m£69.7m £52.2m(£22.8m) (£5.9m)
-Finance costs -- (£41.5m)(£22.8m) 4 (£18.7m)

-

Cost:income** 

35.5%

29.7%

65.2%
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V. SUMMARY
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Strong start to the year

Back book performing well – collections remain ahead of forecast

Investment Business continues to invest at record volumes at attractive returns

Asset Management & Servicing Business growing fast and contributing to high ROE

‘One Arrow’ programme on track and nearing completion – supports normalised cost 
growth and operating leverage from 2019

Balance sheet restructuring complete
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VI. OUTLOOK
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Market opportunity remains 
considerable

Financial institutions continue to deleverage

ECB NPL provision guidance and IFRS 9 driving faster NPL recognition

Increasing secondary market trades from assets traded in 2012-2015 period

Continue to see attractive 
attractive portfolio 
acquisition opportunities 

Investment pipeline remains attractive, project circa £230 million - £240 million 
of purchases this year

Good opportunities across all geographies

Continued growth from 
capital-light Asset 
Management & Servicing

Remain confident in growing income and AUM

Continue evolution of fund management strategy

Continued balance sheet 
discipline

Fully refinanced balance sheet - no bond maturities due until 2024

Committed to reducing leverage by year end and further into 2019

Economic conditions 
remain supportive 

Well positioned to capitalise on any potential downturn given back book 
resilience and potential front book opportunities

Significant opportunities
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Q&A
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Appendix
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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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