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Research Update:

Specialist Lender Together Financial Services
Upgraded To 'BB-' On Steady Credit Profile
Improvement; Outlook Stable

Overview

« W believe that U K -based specialist | ender Together Financial Services
Ltd. (Together), has inproved its creditworthiness, supported by good
profitability, increased availability and diversity of funding, and a
stronger governance structure.

e W now think that Together's 'bb-' stand-alone credit profile adequately
captures its creditworthiness relative to sinmlarly rated peers.

* As aresult, we are raising our long-termissuer credit rating on
Together to "BB-' from'B+', as well as the long-termrating on
i ntermedi ate hol di ng conpany Bracken M dCol PLC (Bracken) to 'B+' from
'B'.

* The stabl e outl ook on Together and Bracken reflects our expectation that
the group will maintain its solid earnings performance, consistent
strategi c focus, and acceptable asset quality over our 12-nmonth rating
hori zon.

Rating Action

On Nov. 21, 2017, S&P d obal Ratings raised its long-termissuer credit rating
on Toget her Financial Services Ltd. (Together) to 'BB-' from'B+'. The outl ook
is stable.

At the sane tinme, we raised the long-termissuer credit rating on Bracken
M dCol PLC (Bracken) to 'B+ from'B . The outl ook is stable.

We also raised the long-termissue rating on the £375 mllion senior secured
notes and £200 mllion senior secured notes issued by Jerrold FinCo PLC and
guar ant eed by Together to 'BB-' from'B+ . In addition, we raised the
long-termissue rating on Bracken's senior paynent-in-kind (PIK) toggle notes
to 'B+ from'B'.

Rationale

The upgrade reflects our view of the progress the group has nmade across
various areas over the past 12-18 nonths. W believe that Together has
strengthened its managenment and governance structure, maintained its high
margi n earni ngs, and further diversified its whol esal e funding profile.
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Toget her has recently adopted a divisional group structure, separating its

Per sonal Fi nance and Commerci al Fi nance busi nesses. The two divisions are al so
managed by separate subsidiary boards, which include experienced executive and
i ndependent nonexecutive directors. W believe that these changes are one

i ndi cation--along with inprovenments to its risk managenent franework and
enhanced depth of the managenent team-that the group's managenent and
governance franmework has matured as the group has grown. W also think that it
wi | | enhance the organi zation's effectiveness and help strategically position
the group as it continues its phase of grow h.

Al t hough its 2016 minority buyout reduced the consolidated group's
capitalization and we expect particularly high loan growmh to continue into
2018, we think the group is commtted to naintaining strong | evels of capital
This is supported by its long track record of profitability, the absence of
di vi dends outside of the consolidated group, and our expectation that the
group will maintain consistent risk appetite and underwriting standards.

Rel ati ve to higher-rated banking peers and simlarly rated nonbank financi al
institutions, such as Am go Loans Ltd. and Nenmean Bidco Ltd. (trading as
"NewDay"), we now believe that our 'BB-' rating (and our 'bb-' stand-al one
credit profile (SACP) assessnent) on Toget her adequately captures its

credi tworthi ness. W assess the SACPs of the two peers mentioned at 'b+'.

In the 12 months to June 30, 2017, Together reported profit before tax of
£94.1 mllion and loan growth of 24% Loan growh in excess of 20% has
featured for the past three years, which in part reflects its small |oan book
but al so captures the opportunities for niche |enders in the specialist
nortgage market. While we don't believe that Together has relaxed its
underwriting standards and it is a growh business, we note that very high

|l oan growth rates can often be a precursor to asset quality or operationa
pressures, over tine.

We expect Together's fast loan growh to continue, driven by the group's
avai l ability of funding and expansion of distribution channels as opposed to
an extension of risk appetite. The group's reported wei ghted average |loan to
val ue (LTV) on the I oan portfolio remai ned around 53% and t he average wei ght ed
LTV of the new business has remai ned stable at 57% W observe a positive
trend in the nonperfornming |oan (NPL; | oans overdue by 90 days or nore) ratio,
which had fallen to 5. 7% as of June 30, 2017, from7.2%a year earlier
supported by the stable econom ¢ environnent and decreasing | egacy assets,
particularly in conmercial real estate.

W al so expect a faster pace of growh in the group's first-charge retai
portfolio, which we view as positive for the risk profile. W believe that the
group's commitnment to strong capitalization, low LTV | ending, and significant
credit growth is supported by its strengthened risk governance structure and

i mprovi ng processes and i nfrastructure.

We cal cul ate our risk-adjusted capital (RAC) ratio at the consolidated group
level to be 11.4% as of June 30, 2017. Qur scope of consolidation includes the
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vari ous nonoperating hol di ng conpani es between the group's operating
subsidiaries and ultimate sharehol der. Qur capital and | everage anal ysis
focuses on the consolidated group because we believe this approach is the best
assessnment of the resources available to service the group's various debt
instruments. We expect the RACratio will remain in the 11.0% 11. 5% range in
the next 12 nmonths, based on retai ned earnings offsetting fast credit grow h.
W expect a noderate decrease in the net interest margin as Together grows its
retail portfolio at a rate higher than its commercial portfolio, although from
a risk perspective, we expect this to have a positive inpact on our

nmeasur enent of the group's risk-weighted assets.

Based on its gross | oan book of £2.3 billion on June 30, 2017, we continue to
vi ew Toget her's busi ness position as constrained by its nodest size relative
to U K. banks, challenger banks, and other |enders. W also believe its focus
on niche areas of the U K residential property |ending market mean that its
overall risk profile is higher. In our view, second-lien residential |ending,
bri dgi ng finance, and specialist nortgage | ending are inherently higher-risk
I ending activities, reflected in the group's product pricing and stock of
NPLs. As an entirely whol esal e funded | ender, we think that the group's
sources of funding are reasonably well diversified. However, Together's
funding profile is constrained by our expectation that the group will be
required to undertake further funding initiatives. This is because of the
likely fast pace of |oan growth, which we believe renders the group sensitive
to changes in debt narket conditions. We view its managenent of liquidity as
adequate, based on its sinple balance sheet and fairly predictable cash fl ows.

The 'B+' long-termissuer credit rating on Bracken M dCol is one notch | ower
than the rating on Together, reflecting structural subordination

Specifically, we believe that the senior secured notes guaranteed by Toget her
have preferential rights to cash flows generated by the operating entities. W
additionally take into account that Together is not subject to materia

regul atory capital requirenents and the majority owner has never taken a

di vi dend. Consistent with our criteria, a PIK feature does not cause an
instrument to be rated | ower than the issuer credit rating on the issuer. W
therefore equalize the issue rating on the senior PIK toggle notes with the
counterparty credit rating on Bracken, the issuer, which captures the notching
for subordination.

Outlook

The stabl e outl ook on Together and Bracken reflects our expectation that the
group will maintain its solid earnings performance, consistent strategic
focus, and acceptable asset quality over our 12-nonth rating horizon. W also
consi der that the group has strengthened its corporate governance and
operational infrastructure as it has expanded, and we expect that it wll
continue to devel op these areas. Under our base-case scenario, we do not
expect any further material pressure on the group's consolidated
capitalization and | everage, and we continue to view managenent as committed
to solid capitalization.
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We could raise the ratings if the consolidated group's RAC rati o returned
confortably and sustainably to above 15% It could also occur if we observed a
material reduction in NPLs, sustainable growmh w thout an associ at ed
deterioration in underwiting standards or pricing, and inproved bottomline
ear ni ngs.

We could lower the ratings if asset quality deteriorated, or the RACratio
fell below 10% W could also lower the ratings if we believed that fast
credit growth made future business prospects |ess predictable.

Ratings Score Snapshot

| ssuer Credit Rating: BB-/Stable/--
Group Credit profile: bb-

Anchor: bb+

* BI CRA econonic risk score*: 4

e BICRA industry risk score*: 3

* Business position: Mderate (-1)

e Capital and earnings: Strong (+1)

e Risk position: Mderate (-1)
 Funding/liquidity: Mderate/Adequate (-1)
e Conparable ratings adjustnent: Neutral (0)
e Support: O

e GRE support: O

e G oup support: O

* Sovereign support: O

 Additional factors: O

*The typi cal anchor for a nonbank financial institutions finance conmpany is
t hree notches bel ow the anchor for banks, derived fromour Banking |ndustry
Country Ri sk Assessment. The anchor for a bank operating in the UK is

' bbb+ .

Related Criteria

e Criteria - Financial Institutions - General: Risk-Adjusted Capita
Franmewor k Met hodol ogy, July 20, 2017

e Ceneral Criteria: Guarantee Criteria, Cct. 21, 2016

e Criteria - Financial Institutions - Banks: Bank Hybrid Capital And
Nondef errabl e Subordi nated Debt Mt hodol ogy And Assunptions, Jan. 29,
2015

* Criteria - Financial Institutions - General: Issue Credit Rating
Met hodol ogy For Nonbank Financial Institutions And Nonbank Fi nanci al
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Servi ces Conpani es, Dec. 9, 2014

e Criteria - Financial Institutions - General: Nonbank Financi al
Institutions Rati ng Methodol ogy, Dec. 9, 2014

* CGeneral Criteria: Goup Rating Methodol ogy, Nov. 19, 2013

e Ceneral Criteria: Methodology: Use O 'C And 'D Issue Credit Ratings
For Hybrid Capital And Paynent-In-Kind Instrunents, Cct. 24, 2013

e Criteria - Financial Institutions - Banks: Quantitative Metrics For
Rati ng Banks d obal ly: Methodol ogy And Assunptions, July 17, 2013

e Criteria - Financial Institutions - Banks: Banking Industry Country Ri sk
Assessnent Met hodol ogy And Assunptions, Nov. 9, 2011

e CGeneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009

Ratings List

Upgr aded
To From
Toget her Fi nancial Services Ltd.
| ssuer Credit Rating BB-/ St abl e/ - - B+/ St abl e/ - -
Bracken M dCol PLC
| ssuer Credit Rating B+/ St abl e/ - - B/ St abl e/ - -
Seni or Unsecured B+ B
Jerrold FinCo PLC
Seni or Secur ed* BB- B+

*Quar ant eed by Toget her Financial Services Ltd.

Additional Contact:
Financial Institutions Ratings Europe; FIG_Europe@spglobal.com

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neani ngs ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. st andardandpoors.com for further
information. Conplete ratings information is available to subscribers of

Rati ngsDirect at www. capitalig.com Al ratings affected by this rating action
can be found on the S& d obal Ratings' public website at

www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng S& d obal Ratings nunbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (44)

20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockhol m
(46) 8-440-5914; or Mscow 7 (495) 783-4009.
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