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MORNING NOTE 
 

 PRIVATE AND COMMERCIAL FINANCE  
 

 Banking on further growth 

 The company expects full year results to be ahead of market expectations 
despite the unexpected result in the EU referendum. In our view the valuation 
does not price in the significant opportunity to expand lending into higher 
quality credit areas of the market that the reduction in funding costs will 
facilitate. 

  News The key data points from today’s announcement are: 

- Total new business increased by 20% in the 6 months to September compared 
to the prior 6 months 

- The loan portfolio has grown by 9% from £112m to £122m over the 6 month 
period (PGe £120m) 

- The loan loss provision charge has actually reduced even further (Mar-16: 
1.1%)  

- Return on average assets “continues to outperform” (target is 2.5%)  

- Bank license application proceeding as anticipated (aim to take deposits from 
mid-2017) 

  Estimates Unchanged ahead of the full year results, which management have guided 
will be “slightly ahead” of market expectations that have already been upgraded 3 
times. 

  Valuation The shares are currently trading at (CY2106) 15x earnings, 1.6x book value 
and yielding 0.5% for an estimated RoE of 12%. We do not believe this valuation 
captures the growth potential of the business, and think that there is a good 
probability the company can exceed our current forecasts. 

  Conclusion The banking license will allow the business to utilise cheaper funding to 
move down the risk curve and offer credit to borrowers that were previously 
uneconomical for the group. This increases the total addressable market the company 
can serve so we believe that there is a very good chance the company can grow the 
loan book at an even faster rate and without lowering credit standards, quite the 
opposite, in fact. We reiterate our Buy recommendation and 38p target price based 
on the significant potential growth combined with the low risk nature of this type of 
lending. 
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Year End Revenue Adj PBT Adj EPS P/E DPS Yield 
Sep £m  p x p % 

2015A 45.3 2.1 1.3 20.8 0.0 0.0 

2016E 55.0 3.8 1.8 14.6 0.1 0.5 

2017E 64.1 4.5 1.7 15.6 0.2 0.7 

2018E 78.4 7.3 2.6 10.2 0.3 0.9 

 Source Company Data, Panmure Gordon 

 

 

  

(Remains Unchanged)  
 

Target Price: 38p 

Share Price: 27p 
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 From time to time, we offer investment banking and other services (IBS) to Private and Commercial 

Finance.  Within the past 12 months, we have received compensation for IBS from Private and 
Commercial Finance.  Panmure Gordon & Co acts as corporate broker to Private and Commercial 
Finance in the UK.  We buy and sell these securities from customers on a principal basis. Accordingly, 
we may at any time have a long or short position in any such securities.  We make a market in the 
securities of Private and Commercial Finance.   
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Distribution of investment ratings for equity research (as of 1 Jun 16) Rating: GUIDELINE (return targets may be modified by risk or liquidity issues) 

Overall Global Distribution (Banking Client*) Buy Total return of >10% in next 12 months 

Buy Hold Sell Hold Total return >-10% and <+10% in next 12 months 

74% (45%) 20% (3%) 6% (0%) Sell Total return <-10% in next 12 months 

* Indicates the percentage of each category in the overall distribution that were banking and/or corporate broking clients 
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Financial Services and Markets Act 2000.  It is not investment research in accordance with the legal requirements designed to promote investment research 

independence and is also not subject to any prohibition on dealing ahead of the dissemination of investment research.  It may not be reproduced, redistributed or 

copied in whole or in part for any purpose.  

We buy and sell these securities from customers on a principal basis. Accordingly, we may at any time have a long or short position in any such securities.   

This report has been approved in the UK by Panmure Gordon solely for the purposes of section 21 of the Financial Services and Markets Act 2000. In the UK, this 

report is directed at and is for distribution only to persons who (i) fall within Article 19(1) (persons who have professional experience in matters relating to 

investments) or Article 49(2)(a) to (d) (high net worth companies, unincorporated associations etc.) of the Financial Services and Markets Act 2000 (Financial 

Promotions) Order 2005 (as amended) or (ii) are professional customers or eligible counterparties of Panmure Gordon (all such persons together being referred to 

as "relevant persons"). This report must not be acted on or relied upon by persons in the UK who are not relevant persons. Panmure Gordon may buy and sell these 

securities from customers on a principal basis.  Accordingly, we may at any time have a long or short position in any such securities. Panmure Gordon is not a US 

registered broker-dealer. Transactions undertaken in the US in any security mentioned herein must be effected through a US-registered broker-dealer in 

accordance with SEC Rule 15a-6. Neither this report nor any copy or part thereof may be distributed in any other jurisdiction where its distribution may be 

restricted by law and persons into whose possession this report comes should inform themselves about, and observe, any such restrictions.  Distribution of this 

report in any such other jurisdiction may constitute a violation of UK or US securities laws, or the law of any such other jurisdiction. This report does not constitute 

an offer or solicitation to buy or sell any securities referred to herein. It should not be so construed, nor should it or any part of it form the basis of, or be relied on 

in connection with, any contract or commitment whatsoever.  The information in this report, or on which this report is based, has been obtained from sources that 

Panmure Gordon believes to be reliable and accurate.  However, it has not been independently verified and no representation or warranty, express or implied, is 

made as to the accuracy or completeness of any information obtained from third parties. The information or opinions are provided as at the date of this report and 

are subject to change without notice. The information and opinions provided in this report take no account of the investors’ individual circumstances and should 

not be taken as specific advice on the merits of any investment decision.  Investors should consider this report as only a single factor in making any investment 

decisions. Further information is available upon request.  No member of the Panmure Gordon accepts any liability whatsoever for any direct or consequential loss 

howsoever arising, directly or indirectly, from any use of this report or its contents. By accepting this report you agree to be bound by the foregoing limitations. 

 

 


