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 LENDINVEST PLC  

ARC Ratings (UK) Limited (ARC) has affirmed the public Servicer Quality rating of SQ1 accorded to 
LendInvest PLC, given its capability to service its current and potential transactions. 

 

  

 

SUMMARY RATING RATIONALE 

As per ARC’s Criteria, the following Review Report only addresses significant developments which may have an impact 

on the rating assigned. This report is to be read in conjunction with previous reports. 

The Servicer Quality Rating at ‘SQ1’ reflects LendInvest PLC’s (“LendInvest”) sound internal controls and servicing 

systems, its expertise in real estate lending and the collections industry, as well as its improved financial performance. 
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- Management & Staffing: At executive level, the most recent change within LendInvest’s management team was the appointment of Mr. Michael Evans, as 

CFO and later appointed also as Executive Director. LendInvest’s personnel responsible for managing the servicing aspects of the company remains the same 

since ARC’s last review. 

- Systems & Controls: The servicing systems and controls in place are unchanged from last year. ARC notes that last year reviews of the servicing policies were 

finalised later during the year in order to assess the effects seen from the Covid-19 pandemic, however, no material amendments were implemented. 

- Debtor Administration: LendInvest continues to have a contractual relationship with Pepper (UK) Limited (‘Pepper UK’) who undertake the capital and interest 

collections for the development and bridging loans (combined 43% of the loan book as of 31 March 2021). However, if a loan falls into arrears, LendInvest takes 

over the servicing and as such, the figures considered in the arrears management analysis are because of LendInvest’s intervention. The outbreak of Covid-

19 last year provided an additional opportunity for LendInvest to demonstrate its servicing capabilities, having assessed all forbearance applications as 

opposed to adopting an instant approval policy during the turbulent period of 2Q20. LendInvest’s policy of reviewing all forbearance applications before 

moving to approval confirms, in ARC’s view, the SQ1 rating assigned and reflects the best practice expected from a servicer of this quality. 

- Arrears Management: Whilst LendInvest’s arrears and defaults by value have slightly deteriorated over the last year, the arrears rate by number has improved 

(the 2 and 3 months figures being 2.0% and 1.2% as at March 2021 for short term loans, in comparison to a historic peak of 5.3% and 3.10% respectively) and the 

defaults by number have experienced only a slight upward deterioration. Nevertheless, ARC notes that the cumulative loss rate has slightly increased y-o-y 

and is currently at 0.83%, compared to 0.63% as at March 2020. 

- Financial Strength: LendInvest continued to grow and significantly improved its financial profile compared to last year, gross profit increasing to GBP 37.6m, 

as at 31 March 2021, from GBP 30.3m the previous year and adjusted EBITDA reached GBP 12.1m (GBP 4.1m in March 2020). For ARC, the group has strengthened 

its financial position, demonstrated also by the recent IPO that allowed LendInvest to raise GBP 40m through a new issue of shares and achieve a market 

capitalization of around GBP 256m. 

- Data backup/disaster recovery: The company operates a three-tiered backup system, using several well-known backup techniques as well as market 

leading storage providers. ARC notes there has been no changes to these policies or practices since the last rating review. 
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RELATED CRITERIA AND RESEARCH 

Structured Finance Servicers Criteria (updated in September 2020).  

LendInvest PLC Servicer Quality Initial Report (23 June 2015). 

LendInvest PLC Servicer Quality Previous Review Report (31 July 2020). 

FACTORS THAT COULD TRIGGER A RATING ACTION MAY INCLUDE: 

Positive change(s): 

- N/A given the SQ1 rating assigned is the highest within the SQ scale. 

Negative change(s): 

The following factors could put downward pressure on the SQ rating: 

- Weakening financial performance of the consolidated group; 

- Adverse audit findings on its servicing activities; 

- Material deterioration in collection/servicing performance statistics; 

- Failure to maintain suitable updated systems, controls, policies and procedures; or 

- Corporate governance issues. 

ARC conducted a review call with key personnel regarding the servicing activities of LendInvest on 1st July 2021. ARC is aware that the company is also an active 

lender; however, the SQ rating only addresses the servicing aspect of the business, not the lending activities neither the quality of the debt issued by the company. 

  

https://arcratings.com/wp-content/uploads/2021/06/ARC-Ratings-Structured-Finance-Servicers-Criteria-30-Sep-2020.pdf
http://arcratings.com/wp-content/uploads/2021/07/20150623_ARC_Ratings_LendInvest_23_Jun_2015_EN.pdf
http://arcratings.com/wp-content/uploads/2021/07/20200731_ARC_Ratings_LendInvest_31_Jul_2020_EN.pdf
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ORGANISATION UPDATE 

LendInvest is a UK based asset manager focussed on property finance. LendInvest’s platform allows individuals or corporate entities to take out loans towards 

Bridging, Development and Buy-to-Let (BTL) mortgages, as well as being an investment platform. LendInvest’s total loan portfolio, including off-balance sheet 

activities, has increased to GBP 1.6bn (31 March 2021) from GBP 1.3bn (31 March 2020), of which 43% is short-term lending (development and bridging loans) and 

57% is BTL lending. 

LendInvest had achieved significant milestones over the last year, with the most important ones being (1) the offering of BBR1 indexed products, discontinued 

LIBOR indexed products, (2) the agreement with JP Morgan to create a separate account partnership of up to GBP 625m for BTL loans and, (3) the IPO materialised 

in July 14th 2021 with new shares raised for GBP 40m and estimated valuation at GBP 256m. Furthermore, in June 2021 LendInvest completed its third securitisation 

from its BTL portfolio, Mortimer BTL 2021-1 PLC, (rated by Moody’s and S&P) for a pool balance value of GBP 280m at the tightest pricing for a BTL RMBS since the 

financial crisis, supporting the strategy of the company to continue generating liquidity to support further lending growth. 

In terms of current shareholding structure, the shareholders with stakes higher than 3% are: Christian Faes with a 29.1% stake, Ian Thomas also with a 29.1% stake, 

the fund Atomico with a 12.3% stake, and Liontrust Asset Management with a 4.7% stake. 

  

 
1 Bank of England Base Rate 
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MARKET OVERVIEW 

The outbreak of Covid-19 has resulted in the UK’s GDP contracting by 8.8% in 2020 (Office of National Statistics, ONS) and 1.6% in 1Q21. The primary driver of this 

has been the instructed temporary closure of businesses across the UK, resulting in reduction of consumption and closure of businesses. The UK vaccination 

program has been implemented faster than in other developed countries, allowing the government to lift lockdowns earlier and helping to start a strong 

economic recovery in 2Q21. We expect, therefore, that the economic recovery will also be reflected in a positive growth trend in the housing market. 

In 2020, as part of the wider economic relief measures, the Prudential Regulation Authority (PRA) and the Financial Conduct Authority (FCA) directed lenders to 

grant forbearance measures/payment holidays without classifying the loan as being in arrears if borrowers had been financially impacted by the outbreak of 

Covid-19. The FCA reported under its Financial Lives Survey report that since March 2020 around 4.5m payment deferrals (across mortgages and consumer credit 

products) were granted under the Payment Deferral Guidance (PDG). After the announcement of the second lockdown, the FCA published in November 2020 an 

updated version of the PDG extending the support and allowing borrowers to access payment deferrals up to a maximum of 6 months, having until March 2021 

to apply for an initial or a further payment deferral, with a final date for payment holidays to end by 31st July 2021. In addition, to protect homeowners from 

repossession, the FCA has confirmed that a moratorium on the enforcement of lender possession will remain in place until 1st April 2021. 

All these measures allowed to support mortgage owners and to mitigate the impact on households’ finances. December 2020, around 130,000 mortgage 

payment deferrals were still in place, compared to the peak of 1.8m in June 2020. As mentioned by the regulator, the Covid-19 mortgage support measures are 

temporary and we should expect that, because of the current economic challenges, an increase in the number of people claiming unemployment related 

benefits is still possible and additional measures could be put in place. 
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MANAGEMENT & STAFFING 

MANAGEMENT: 

LendInvest’s senior personnel responsible for managing the servicing aspect of the company remains the same. However, at group level the only change has 

been at the level of the CFO with the appointment of Mr. Michael Evans in December 2020. Mr Evans has been part of LendInvest’s management since 2017 with 

roles that covered mainly operations, financials controls and transformation. 

STAFFING: 

Compared to the last annual review, LendInvest’s total number of staff has decreased slightly, with the company now employing 184 individuals compared to 

last year’s 199; of which 5 are internally responsible for the servicing of the loan portfolio (noting that LendInvest has an existing servicing agreement with Pepper 

UK for some aspects of the servicing of the portfolios). The reduction on employees is due mostly to a plan to improve efficiency following the effects of the 

Covid-19 pandemic. 

Being a technology focused company with cloud-based systems, LendInvest’s staff have been able to work remotely following the outbreak of Covid-19, enabling 

it to continue operating normally without interruption. 

STAFF INCENTIVES AND PERFORMANCE 

LendInvest’s servicing staff are paid an annual salary with an additional performance bonus; however, the performance bonus is not directly linked to any 

servicing outcomes such as delinquent loans cured. However, key members of staff are incentivised through the use of a share option scheme. 
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CONTROLS & SYSTEMS 

CORPORATE GOVERNANCE 

The most recent change in corporate governance was the appointment of a new CFO, Mr. Michael Evans. No other changes are observed, in particular related to 

the servicing aspect of the business operates. 

As per last year’s report, under the Board’s guidance, LendInvest has a comprehensive corporate governance structure made up of an Executive Committee, 

consisting of nine senior managers, that meets weekly to manage the day-to-day running of the business, as well as seven dedicated committees including, 

among others, an Audit Committee, Risk Committee and Credit Committee, which frequently meet throughout the year. Committees are encouraged to meet 

regularly to review policies and procedures to ensure high levels of internal scrutiny and control. ARC notes there have been no policy changes since the last 

review. 

ARC’s view is positive for the company’s governance, particularly given the recent listing of LendInvest in the London Stock Exchange. This will bring exposure and 

better interaction with institutional investors that will expect transparency as well as performance. 

AUDIT 

LendInvest’s 2021 annual account (year-end 31 March) has been audited by BDO LLP, which stated, inter alia, that it was appropriate for the company’s accounts 

to be prepared on a going concern basis and that there were no adverse findings. 

LendInvest has confirmed to ARC that as part of the audit review process BDO LLP checked all bank account balances; the majority of which are with Barclays 

(noting that all working capital, GBP 62.2m, is held with Barclays Bank UK PLC who have a short-term rating of A-1 from S&P). 

SYSTEMS 

LendInvest continues to use a customised version of Salesforce, a leading customer relationship management (CRM) service provider, for their bridging and 

development products, along with BEP Apprivo2 for their BTL products. Both systems are cloud-based and are fully integrated with their third-party partner, 

Pepper UK. LendInvest’s cloud systems are protected by Virtual Private Cloud (VPC) architecture, and core customer data and documents are stored encrypted 

and protected by strict access control policies. 
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DEBTOR ADMINISTRATION 

OVERVIEW 

LendInvest’s debtor administration policies remain the same as last year, with the last review of policies updated in November 2020 not evidencing any material 

changes. To date, the relationship between LendInvest and Pepper UK remains good, with updated manual of operations and processes released in August and 

November 2020, without any material changes nor changes in key personnel. 

UPDATE FOLLOWING THE COVID-19 PANDEMIC 

Following the outbreak of Covid-19, the PRA and FCA directed financial institutions to offer forbearance to clients if they had been financially impacted by the 

outbreak, without classifying the loans as going into arrears or defaulting. Whilst some lenders automatically approved forbearance applications, LendInvest 

took the decision to review all applications, stating on its website for BTL that it was not an automatic payment holiday and that the circumstances would be 

reviewed individually to approve or not a forbearance procedure. ARC noted that possible forbearance measures were only available for its BTL products. In 

assessing each application, LendInvest took into consideration the borrower’s overall portfolio income as well as other income sources. This process generated 

approved forbearance requests for around 5% by value (4% by number) of their BTL portfolio during the first half of 2020. For YE20 and 1H21, there has been no 

forbearance requests. 
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ARREARS MANAGEMENT 

There have been no changes or updates to the servicing policies at LendInvest 

over the last 12 months. Therefore, the movements in the data are symptomatic 

of the effectiveness of the implementation of these policies as well as the impact 

of the wider macro-economic environment following the effects of the Covid-19 

pandemic. 

As at March 2021, the portion of loans 2 months in arrears was 2.0%, with the 

average of the previous 12 months being slightly higher at 2.1%. A similar trend 

can be observed with the numbers of loans 3+months in arrears with the rate 

as of March 2021 being 1.2% compared to a 12-months average of 1.3%. 

Combined, these two figures show that over the last year, the overall number of 

loans that have gone into arrears has improved. ARC notes that the value of 

loans in arrears fluctuates, as shown by the difference between the number and 

value data.  

The number of loans shown as defaulted are those where a receiver has been 

appointed. As previously stated in ARC’s reports, LendInvest internally considers 

any loan that is more than 2 months in arrears as defaulted. As with the data 

above, the number of loans where a receiver has been appointed has remained 

relatively flat (as a percentage of the total number of loans) whilst the value of 

the loans has increased, as of December 2020. However, when reviewing 

LendInvest as a servicer, the overall value of the loans that have gone into 

receivership is less significant than the number. 

 

 

0%
1%
2%
3%
4%
5%
6%
7%
8%
9%

Ap
r-

19

Ju
n-

19

Au
g-

19

O
ct

-1
9

D
ec

-1
9

Fe
b-

20

Ap
r-

20

Ju
n-

20

Au
g-

20

O
ct

-2
0

D
ec

-2
0

Fe
b-

21

Ap
r-

21

Ju
n-

21

Default Rate (Receivership)

Default Rate (£) Default Rate (#)

0%
2%
4%
6%
8%

10%
12%
14%

Ap
r-

19

Ju
n-

19

Au
g-

19

O
ct

-1
9

D
ec

-1
9

Fe
b-

20

Ap
r-

20

Ju
n-

20

Au
g-

20

O
ct

-2
0

D
ec

-2
0

Fe
b-

21

Ap
r-

21

Ju
n-

21

Arrears Rate

2 Months Arrears Rate (£) 3 Months Arrears Rate (£)

2 Months Arrears Rate (#) 3 Months Arrears Rate (#)



 

 10 |  

STRUCTURED FINANCE 
SERVICER QUALITY ANALYSIS 

REVIEW REPORT 
LENDINVEST PLC 

With regards to the cumulative loss rate for the bridging and development loans, ARC notes that there has been a significant improvement over the last two 

years with the decrease representative of the fact that the cumulative loss is expressed as a percentage of the cumulative loan portfolio. This decrease 

demonstrates LendInvest’s ability to manage loans once they do go into arrears and ultimately recover a significant proportion; losses for bridging loans amount 

to GBP 23m from a cumulative loan portfolio of GBP 2.8bn (0.8% of the portfolio). ARC takes comfort from the fact that despite the increase in the loan portfolio, 

LendInvest has continued to adequately manage the portfolio and minimise losses. 
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FINANCIAL STRENGTH 

ARC notes that the servicing activities are not conducted through a dedicated neither separated entity, as such the financial strength of the servicer is, under 

our analysis, represented by that of the company. Furthermore, whilst this report does not address the risks presented by the lending activity, the performance 

and continuity of the servicer activities are fully reliant on the ability of the group to maintain its operation under a going concern. 

The group recorded total IFRS revenues for GBP 79m in 2021, an increase of 21% compared to the previous year. This increase is due mainly to the growth of the 

lending portfolio, that reached GBP 1.0bn2 (compared to GBP 786m the previous year). The effect on gross profit is material, with a total increase y-o-y of 24% 

reaching GBP 37.6m. The increase in revenues come mainly from the BTL portfolio, as well as from the operation agreed with JP Morgan. Operating expenses, on 

the other hand, were kept almost flat following the implementation of an operating efficiency program and a reduction in funding costs. 

On aggregate, operating expenses remained stable, with GBP 29.7m in 2021 (GBP 29.6m in 2020), of which 85% is related to administration expenses and 15% 

related to impairment provisions. Finance expenses increased in line with the increase in liabilities, however reaching a slightly lower cost of funding over interest 

bearing liabilities at 0.21% as of March 2021, from 0.22% the previous year, because of an improvement in hedging costs. 

In terms of liquidity, the group keeps cash and cash equivalents of GBP 62m as of March 2021. The group’s working capital needs are driven by its continuing 

growth in lending and by its support of its technological development. Funding comes mainly from investors and partners, resources that have significantly 

increased y-o-y, from GBP 1.6bn in 2019 to GBP 2.1bn in 2020 and GBP 2.5bn in 20213. 

Total equity as of March 2021 reached GBP 48.3m, which has been strengthened following the recent IPO, in which the group was able to raise GBP 40m in new 

shares and achieved a market capitalisation of GBP 255m. 

RATING LIMITATIONS 

ONGOING SURVEILLANCE 

Servicer quality ratings are long-term ratings that require an annual review to maintain them; these are conducted in order to enhance the active identification 

of latent issues that may affect the ratings.  

 
2 Under IFRS accounting, which differs from Gross Management Accounts. 
3  Data reported under the Admission Document, 09 July 2021.  
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DISCLAIMERS 
 

ARC Ratings only provides a rating of the rated servicer and neither recommends nor will recommend how a servicer can or should achieve a particular rating outcome. A rating does not cover a potential change in laws 
and is not and cannot be regarded as an audit. ARC Ratings does not act as a legal, tax, financial, investment or other advisor and users should seek professional advice from appropriate third parties where necessary. 
 

ARC Ratings, S.A. is registered as a Credit Rating Agency with 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 with the United Kingdom Financial Conduct Authority, within the scope of the Statutory Instrument Nº 266/2019, of 13 February, and recognised as ECAI. 
 

This Review Report should be read together with initial Rating Report and with the subsequent Review reports. 

A servicer quality rating provides an opinion on the quality of the servicing and, if appropriate, origination practices of the servicer. A servicer quality rating is not a credit rating and uses a specific rating scale. 
The rating(s) assigned by ARC Ratings in this report was/were sought by the entity whose servicer quality is being rated. 
ARC Ratings provides to the entity whose servicer quality is being rated the documents that substantiate the rating to be attributed. This entity is thus given the opportunity to clarify or correct factual details. ARC Ratings 
also grants the entity the possibility of appealing a rating accorded by ARC Ratings as long as this appeal is supported on additional information that has not been taken into account in the original rating  
Ratings do not constitute a recommendation or offer or solicitation to buy or sell any investments that may be mentioned, and are only one of the factors that investors may wish to consider. The use of any rating is entirely 
at the user’s own risk. 
Throughout the period during which ratings are valid, ARC Ratings monitors the servicer’s performance via public sources and information provided by the servicer and, if a material development occurs, ARC Ratings may 
bring forward the date of review unless stated to be a point in time rating. The updated list of public ratings is available on ARC’s website (www.arcratings.com). 
ARC Ratings’ ratings are assigned based on information, which may include confidential information, collected from a wide variety of sources which ARC Ratings believes to be reliable including from the entity being rated 
or whose financial commitments are subject to rating. ARC Ratings has adopted and implements measures aiming to ensure that, to the extent available in the circumstances, it has obtained reasonable verification of the 
information it uses in assigning a rating and that such information is from reliable sources. Notwithstanding the foregoing, if ARC Ratings is not satisfied with the quality of the information it receives it will decline to assign 
the rating. The according of a rating should not be viewed as a guarantee of the accuracy, completeness, or timeliness of the information relied on in connection with the rating or the results obtained from the use of such 
information. 
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 conflicts of interest. 

CONTACT DETAILS 
 

 

ARC Ratings (UK) Limited 

30 Churchill Place, Canary Wharf 
London E14 5RE - UNITED KINGDOM 

+44 203 927 8600 

arcratings_uk@arcratings.com 

ARC Ratings, S.A. 

Rua de São José. 35 – 1º B 
1150-321 Lisbon - PORTUGAL 

+351 21 304 11 10 

arcratings_eu@arcratings.com 

  

Rhonda Moore 
Business Development Director 
rhonda.moore@arcratings.com 

 

www.arcratings.com 

https://arcratings.com/wp-content/uploads/2021/07/ARC-Credit-Rating-and-Other-Analytical-Products-Definitions-and-Scales-19-Jul-2021.pdf
http://www.arcratings.com/
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