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 1H17 Results – PCF bank launch in sight 

 1H17 results to March demonstrate that the bank mobilisation is well underway 
and on target to launch PCF bank this summer. 1H17 underlying PBT is 16% YoY 
higher at £2.3m as lower revenue growth of 6% YoY to £5.1m was more than 
offset by a 46% reduction of loan loss provisioning charge to 0.5%.  Loans 
increased by 14% YoY to £128m but NIM fell by 60bp YoY to 8.2% due to a focus 
towards prime lending. Reported RoE (including banking costs) was 10.5% with 
equity increasing by 11% HoH.  Overall, these are a good set of results with 
good cost control and impairments likely to more than offset slightly lower loan 
and revenue growth as management focus on maintaining their credit 
underwriting discipline.  We maintain our TP of 38p, implying a 2017E P/B of 2.1 
which we think is fair for a bank in its infancy and in the medium term targeting 
RoE of 17.5% and loan growth of 35% CAGR. 

  Good Profitability – PCF reported good 1H17 RoA of 2.8% ahead of its medium term 
target of 2.5% and RoE of 10.5% (including banking costs of £0.6m) driven by loan loss 
charges falling to 0.5% (compared to management guidance of 1.0%) and more than 
offsetting NIM compression due to lower yielding but better quality lending.  
Underlying cost growth of 9.7% was also well controlled and slightly better than our 
expectations.  Nonetheless, NIM of 8.2% was ahead of mid-term guidance of 8.0%. 
Banking costs of £0.6m compare to our FY2017 costs of £1.5m with management now 
expecting the ongoing additional cost of running the bank to be £1.9m per annum, up 
from £1.8m previous guidance.  

  Balance sheet progress – New business volumes were up 13% YoY to £35m with net 
loan growth of 14% to £128m. While this is below our run rate growth forecast for 
FY2017 of 25%, given the competition in the market we believe that management has 
rightly chosen to chase volumes until their cost of funding falls from deposit gathering 
later this year. The portfolio continues to perform well with 96% of the portfolio 
reported as neither past due nor impaired.  The group continues to target a portfolio 
of £350m within three years and £750m within five years. Book value per share 
increased by 10% HoH to 16.0p and does not include the £10m of equity raising in 
April.   
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Year End Revenue Adj PBT Adj EPS P/E DPS Yield 
Sep £m  p x p % 

2016A 55.8 4.1 1.9 12.1 0.1 0.4 

2017E 64.3 4.3 1.8 12.8 0.3 1.3 

2018E 83.7 5.1 1.9 12.0 0.4 1.8 

2019E 103.5 8.0 3.0 7.6 0.5 2.2 

 Source Company Data, Panmure Gordon 
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  Launching PCF bank – The group is confident of successfully executing mobilisation 
within the 12 months set by the PRA and FCA, and are on track to raise retail deposits 
in the summer and now have the platform in place to commence retail banking 
operations, reduce our cost of funds and significantly grow the business. 

  Current trading and outlook - New business levels have remained buoyant with the 
group achieving a record month for new business originations in May 2017. There are 
competitive pressures in both their markets and while economic uncertainty exists 
over the General Election, falling real incomes and the Brexit negotiations. The group 
believes that with a small market share, a focus on delivering excellent customer 
service and the upcoming ability to fund through retail deposits, the outlook for 
growth in both its markets is favourable. 

  Valuation – Our TP of 38p is  based on a 10% sector premium given the outstanding 
growth prospects in prime lending following the obtaining of a banking licence, 
coupled with the low risk secured lending proposition with a 23 year track record. 

 

 

 

  

  
 From time to time, we offer investment banking and other services (IBS) to Private and Commercial 

Finance.  A member of the Panmure Group has managed or co-managed an issue for 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 8 Mar 17) 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 

75% (45%) 16% (0%) 9% (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 
 

 

 

 
 

 

 

This marketing communication has been prepared in accordance with COBS 12.3 on behalf of Panmure Gordon (UK) Limited ("Panmure Gordon"), as defined in the 

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 maybe 

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. 
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NOTICE TO US INVESTORS  
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views expressed in this report reflect his or her personal views about all of the subject companies and securities and (2) no part of his or her compensation was, is 
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