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ARC Ratings (UK) Limited accords public, final A(sf) ratings to the 

Senior A1 Variable Funding Notes and Senior A1 Cleared Notes issued 

by Glencar Investments XXVII DAC, with stable outlook 

London, 24 June 2021 - ARC Ratings, (UK) Limited (ARC) has accorded final, long-term public ratings of ‘A(sf)’ to 

the Senior A1 VFN Notes and Senior A1 Cleared Notes issued by Glencar Investments XXVII Designated Activity 

Company (DAC), with stable outlook. 

The rating reflects the timely payment of interest and ultimate repayment of principal. 

ISSUER ORIGINATOR CLASS / TRANCHE TRANCHE 
AMOUNT RATING CLASS RATING OUTLOOK NEXT REVIEW 

DATE 

Glencar 
Investments 
XXVII DAC 

Lendable Ltd Senior A1 Cleared 
Notes  

GBP 148,000,000 ABS – Consumer 
Loans 

‘A(sf)’ Stable 24 June 2022 

Glencar 
Investments 
XXVII DAC 

Lendable Ltd Senior A1 VFN GBP 25,000,000 
ABS – Consumer 
Loans ‘A(sf)’ Stable 24 June 2022 

COMPANY PROFILE 

Lendable Ltd (Lendable) was incorporated on 31 December 2013 and is a UK consumer lender who state that their 

focus is on the prime and near prime segments. Their core product offering is unsecured personal loans ranging 

from £500 to £27,500, with terms ranging from 1 year to 5 years. Since 2017 Lendable has partnered with prominent 

global investment firms, such as Goldman Sachs, Credit Suisse and Waterfall Asset Management.  

ORIGINATION 

When originating loans, Lendable assesses the creditworthiness of applications by considering multiple factors that 

are used to classify borrowers into credit risk buckets with grades A through F, with A representing the lowest risk 

borrowers and F the highest risk. Higher risk buckets are associated with higher interest rates, however the actual 

interest rate offered can vary on a case-by-case basis. 

ARC conducted a review call will Lendable, in which the aforementioned loan origination process was discussed, 

along with Lendable’s collection and defaulted loans policies, and their policy response to Covid-19. ARC was able 

to draw sufficient comfort from the applicability of these policies and processes and the existence of an AUP report 

which contained no material findings. 

TRANSACTION OVERVIEW 

As indicated above, the Senior VFNs and Cleared Notes (the ‘Notes’) to which this rating applies are part of a 

capital structure which is collateralised by a portfolio of assets (consumer finance loans). Lendable as the Original 

Seller, sells the loans to the Investment Manager, who will use the issuance of Notes to fund the purchase. The 
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Notes carry an interest rate of compounded daily SONIA plus 195 bps during the Commitment Period and SONIA 

plus 285 bps after the Commitment Period, paid on a monthly basis. Interest and principal payments on the Notes 

will be made from the collections on the portfolio through a Third-Party Collection Agency. Interest rate risk 

between the fixed rate loans and the floating rate notes is hedged through an interest rate cap, with a SONIA cap 

set at 3%. The Notes have a Final Maturity Date of 15 August 2028 and benefit from credit enhancement from the 

following sources: the General Reserve Fund, the subordination of the Mezzanine Cleared Notes and Class B VFNs, 

and excess spread. 

The Notes have a Commitment Fee of 85bps on each Senior VFN Holder’s Available Commitment for the 

Commitment Period. The Senior Servicing Fee due to Lendable LTD on the portfolio is 1% per annum. The Issuer 

will be liable to pay a default interest rate of 2% p.a. on any amounts that it fails to pay under the Senior VFN 

Agreement. The issuer is permitted to increase the Senior VFN Commitment by an amount no less than 

GBP 10,000,000 subject to 20 business days’ notice and provided that certain conditions have been met such as 

no Event of Default or Liquidation Event has occurred. 

Portfolio Summary: 

Portfolio as at 31 May 2021 

Aggregate Outstanding Balance of Eligible Loans GBP 214,558,819 

Number of Accounts  c. 100,000 

Key Performance Triggers 

- Senior Borrowing Base Test: satisfied on test date if the Aggregate Senior Debt Amount (Class A VFN + Cleared 

Notes) does not exceed the lower of: 

o The sum of 70% of the Aggregate Borrowing Base, and amount standing to the credit of the Transaction 

Account and Principal Account. 

o The sum of the amount standing to the credit of the transaction account, and the aggregate product of: 

 76.00% of Category A Borrowing Base; 

 75.00% of Category B Borrowing Base; 

 73.50% of Category C Borrowing Base; 

 72.00% of Category D Borrowing Base; 

 65.60% of Category E Borrowing Base; 

 56.00% of Category F Borrowing Base. 

- The transaction contains delinquency and default triggers (performance trigger events) to ensure that if there is 

a deterioration in performance, the Notes are more likely to be repaid due to accelerated amortisation. 
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- 100% Senior Debt Threshold Event: triggers accelerated amortisation when senior debt amount falls below that 

of its amount as at the commitment period end date. 

COUNTERPARTIES 

Issuer: Glencar Investments XXVII Designated Activity Company (registration number: 639398) having its registered 

address at 32 Molesworth Street, Dublin 2, Ireland. 

Original Seller and Servicer: Lendable LTD (registration number: 08828186) having its registered office at 

128 Shoreditch High Street, London, E1 6JE. 

Original Senior VFN and Cleared Note Holder, Hedge Provider, and Facility Agent: NatWest Markets PLC 

(registration number: SC090312) having its registered office at 250 Bishopsgate, London, EC2M AA. Currently has 

a short-term rating of P-2 by Moody’s, A-2 by S&P and F1 by Fitch. This meets the minimum requirement of the 

rating by ARC. 

Investment Manager: Waterfall Asset Management LLC, a Delaware limited liability having its registered office at 

1140 Avenue of Americas, 7th Floor, New York, NY, 10036. 

Account Bank and Cash Manager: CitiBank N.A., London Branch (Identification number: FC001835) acting 

through its office at Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB. Currently has a short-term 

rating of P-1 by Moody’s, A-1 by S&P and F1 by Fitch. This meets the minimum requirement of A1 by ARC, for a 

maximum-security rating of ‘AAA’. 

Back-Up Servicer: Equiniti Gateway Limited (registration number: 06729467) having its registered office at Elder 

House, St Georges Business Park, Weybridge, KT13 OTS. 

RATING RATIONALE 

The rating reflects the quality and liquidity of the underlying collateral, the historical performance, and the legal 

and final structure of the transaction: 

Key Rating Drivers include: 

- Market Outlook: Supply of near-prime products contracted following the outbreak of Covid-19. The reduction 

in supply has been driven by increased uncertainty about the creditworthiness of borrowers, according to 

respondents in the February 2021 Financial Conduct Authority: The Woolard Review. In addition, the reduction 

in supply has also been driven by some lenders exiting the market. While demand has started to increase in 

certain product subsectors, lender confidence will likely take time to recover as there is still uncertainty around 

the future financial position of borrowers. While Covid-19 created significant uncertainty in the consumer 

lending market, there remains a large portion of the UK adult population that does not have access to 

mainstream credit facilities. This demand side pressure should provide a favourable operating environment for 

lenders who are able to effectively deploy innovative products, while navigating the increasingly challenging 

regulatory environment. 

- Structural Features: There are a number of mechanisms that provide protection to the structure, particularly to 

the rated senior notes. The Senior Borrowing Base test ensures the maximum advance rate allowable will cap 
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at 70%, and when calculating each Borrowing Base discounts are applied to any Loans that have been in arrears 

for 1-3 months or have recently entered arrears following the end of any Covid-19 forbearance measures. The 

test ensures that, as bucket concentrations change during the revolving period, the maximum advance rate is 

dynamically adjusted to reflect the updated credit quality of the portfolio. The transaction also benefits from a 

general reserve account which is at least 1.5% of the senior notes outstanding principal amount, that can be 

used to meet senior fees and senior interest payments. Performance triggers also help to protect the transaction 

from spikes in default and delinquency, with Accelerated Amortisation Events and the Senior Debt Threshold 

Event accelerating the repayment of the Senior Notes. 

- Data Reliability: ARC was provided with sufficient historical data, from June 2014 to present, to form its base 

cases, including: static default data, static recovery data and dynamic prepayment data. However, ARC was 

conscious the period is not reflective of a full economic cycle, compounded by the market conditions of the 

preceding twelve months. The sub-categorisation of borrowers by their credit quality enabled ARC to formulate 

a base default rate and recovery rate for each bucket, with conservative multiples then selected for each bucket 

to achieve an appropriate level of stress at the A(sf) level (as per ARC Ratings Global Consumer ABS Criteria). 

Based upon a worst-case composition portfolio this resulted in a default base case of 15.56% (38.66% at ‘A(sf)’) 

and a recovery base case of 17.55% (11.41% at ‘A(sf)’). 

- Cashflow Analysis: ARC’s cashflow analysis assumed a migration to the worst-case composition of the portfolio, 

under the relevant constraints and bucket concentration limits of: Bucket A (2.5%), Bucket B (12.5%), Bucket C 

(20%), Bucket D (25%), Bucket E (20%), and Bucket F (20%). Due to the higher interest paid on the lower quality 

assets, ARC applied all defaults and prepayments to the assets with the highest interest in a ‘top-down’ 

approach at all rating levels. Through this analysis, ARC determined that the Senior A1 VFN & Cleared Notes 

are capable of withstanding stresses commensurate of an A(sf) level under varying scenarios, including front-

loaded, stable and back-loaded default vectors; front-loaded, stable and back-loaded recovery vectors; high 

and low pre-payments; and rising, falling and stable interest rates. 

SENSITIVITY ANALYSIS 

ARC conducted several sensitivity tests to determine how increasing the rate of default or decreasing the rate of 

recovery, by the defined amounts in the table below, would impact the rating. The results show the number of 

rating notch downgrades incurred (if any) in each scenario.  

Sensitivity Analysis - Senior A1 VFN & A1 Cleared Notes 

  Default Base Case Increase 
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  0% 10% 25% 50% 

0% A(sf) -1 -2 -3 

10% 0 -1 -2 -4 

25% 0 -1 -2 -4 

50% 0 -1 -2 -4 
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KEY TIPPING POINTS 

Positive Turning Points Negative Turning Points 

- Significant outperformance of the transaction 

above ARC’s base case. 

- Increased CE available to the Senior Notes 

through amortisation. 

- Significant deterioration in the performance of the 

transaction, as evidenced by an increase in the 

amount of arrears and defaults above ARC’s 

base-case and historical levels.  

RELATED CRITERIA AND RESEARCH 

ARC Ratings’ Global Structured Finance Methodology (September 2020) 

ARC Ratings’ Global Consumer ABS Methodology (September 2020) 

The ratings were assigned by ARC Ratings (UK) Limited and endorsed by ARC Ratings, S.A. in accordance with 

Regulation (EC) Nº 1060/2009 of the European Parliament and of the Council. 
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arcratings_uk@arcratings.com 

ARC Ratings, S.A. 

Rua de São José 

35 – 1º B 

1150-321 Lisbon 

PORTUGAL 

arcratings_eu@arcratings.com 

Site: www.arcratings.com 

Key Contacts: 

Ashley Thomas 

Co-Head of Structured Finance 

Lead Analyst 

ashley.thomas@arcratings.com 

 

Jake Shoer 

Structured Finance Analyst 

Back-up Analyst 

jake.shoer@arcratings.com 

 

Garth Campbell 

Structured Finance Analyst 

Back-up Analyst 

garth.campbell@arcratings.com 

 

Stefan Augustin 

Co-Head of Structured Finance 

Panel Chairperson 

stefan.augustin@arcratings.com 

https://www.arcratings.com/admin-uk/modulo_pages/upload/files/20200930_Global%20SFinance%20Criteria_updated%281%29.pdf
https://www.arcratings.com/admin-uk/modulo_pages/upload/files/20200930_SF%20Consumer%20ABS%20Criteria_updated.pdf
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Note that ARC Ratings is not a legal, tax or financial adviser, and only provides a credit opinion of the rated securities. For example, a 
rating does not cover a potential change in laws nor can it be regarded as an audit. Moreover, ARC Ratings is not a party to the transaction 
documents. Users of our credit ratings should familiarise themselves with the transaction documents/mechanics and should form their 
own views in this respect. They should not rely on ARC Ratings for legal, tax or financial advice, and are encouraged to contact the 
relevant advisers. 
 

ARC Ratings, S.A. is registered as a Credit Rating Agency (CRA) by the European Securities and Markets Authority (ESMA), within the 
scope of the REGULATION (EC) Nº 1060/2009 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL, of 16 September, and 
recognised as External Credit Assessment Institution (ECAI). 

ARC Ratings (UK) Limited is registered as a Credit Rating Agency (CRA) by the UK Financial Conduct Authority (FCA), within the scope 
of the STATUTORY INSTRUMENT 266/2019 - Credit Rating Agencies (Amendment, etc.) (EU Exit) Regulations 2019, of 13 February, and 
recognised as External Credit Assessment Institution (ECAI). 
 

Ratings assigned by ARC Ratings represent opinions on the capacity and willingness of an entity or transaction to make all required 
interest and principal payments on a given obligation in a timely manner. The meaning of each rating category is explained in 
www.arcratings.com. 

The rating(s) assigned by ARC Ratings in this report was/were sought by the entity whose financial commitments are being rated. 

ARC Ratings provides to the entity who requested the rating the documents that substantiate the rating to be attributed. This entity is 
thus given the opportunity to clarify or correct factual details, thus allowing the rating assigned to be as accurate as possible. ARC Ratings 
also grants the issuer the possibility of appealing a rating accorded by ARC Ratings as long as this appeal is supported on additional 
information that hasn’t been taken into account in the original rating accordance. 

ARC Ratings default rate is the probability of lack of full and timely payment of capital or interest or of the occurrence of any event that 
explicitly indicates that the future full and timely payment of those commitments will not occur (e.g., in case of insolvency). 

Ratings do not constitute a recommendation to buy or sell, but only one of the factors to be weighted by investors.  

Throughout the entire period during which ratings are valid, ARC Ratings monitors the issuer’s performance on a constant basis, and 
may bring forward the date of the review unless stated as point in time. Hence, prior to an investor using a rating, ARC Ratings 
recommends that it be confirmed, namely by consulting the list of public ratings available on the website www.arcratings.com. 

ARC Ratings’ ratings are assigned based on information, which may include confidential information, collected from a wide group of 
sources, which may include the entity whose financial commitments are subject to rating. ARC Ratings uses and treats this information 
with due care and attention. Although all due care was taken in the collection, validation (whenever possible), and processing of the 
information for the purposes of the rating analysis, ARC Ratings cannot be held liable for its accuracy. If ARC Ratings is not satisfied with 
the quality of the information it receives it will decline to assign the rating. 

In the rating process, ARC Ratings adopts procedures and methodologies aimed at ensuring transparency, credibility and independence, 
and also that rating classifications are not influenced by conflict of interests. Any exceptions to these principles are disclosed by ARC 
Ratings together with the rating of the financial commitment in question. 

https://www.arcratings.com/admin-uk/modulo_pages/upload/files/20200529_ARC%20Ratings%20Structured%20Finance%20Rating%20Symbols%20and%20Definitions.pdf
http://www.arcratings.com/
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