ARC Ratings, S.A. affirms the public, final ratings of ‘AA(sf)’ to the
Class A and B Senior Notes issued by B-Consumer, with stable outlooks
London, 22 July 2020 - ARC Ratings, S.A. (ARC) has affirmed the final, long-term public ratings of ‘AA(sf)’ to the
Class A and B Notes issued by B-Consumer, with stable outlooks.
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B-Consumer

Buy Way Personal
Finance SA

Class A Notes

EUR 87.7m

ABS

‘AA(sf)’

Stable

22 July 2021

B-Consumer

Buy Way Personal
Finance SA

Class B Notes

EUR 5.8m

ABS

‘AA(sf)’

Stable

22 July 2021

TRANSACTION OVERVIEW & CAPITAL STRUCTURE
Buy Way Personal Finance (BWPF) is a specialist consumer lender, providing financing facilities in retail stores
through its network of partners in Belgium and Luxembourg, as well as through their own origination channels;
through credit cards and other revolving credit facilities. BWPF sells the receivables, namely revolving credits and
instalment loans, to B-Consumer who in turn funds the purchase via the issuance of notes. The note classes rated
by ARC have current balances of EUR 87.7m and EUR 5.8m, with maximum funding percentages of 80% and 85%,
for the Class A and Class B Notes respectively.
The portfolio of receivables has an outstanding principal balance of EUR 115.86m. In addition to reviewing the
performance of the transaction over the preceding 12 months, the analysis conducted also considered the
amendments which were executed on 17 July 2020. The transaction has a Final Maturity Date of 18 March 2034
and a Scheduled Amortisation Date that has been extended to 18 March 2021.
Key amendments made which ARC factored into its analysis, among others, include:
-

Revolving Period Extension; from March 2020 to March 2021.

-

Class A Maximum Programme Amount; from EUR 52m to EUR 141m.

-

Class B Maximum Programme Amount; from EUR 4m to EUR 9m.

-

Remaining Term > 60 Months of Instalment Loans; new limit at ≤60%.

-

Remaining Term > 72 Months of Instalment Loans; new limit at ≤40%.

-

‘Affordability Product’; new limit at ≤2%.

-

Luxembourg Receivables; from ≤20% to ≤25%.

-

Borrowers with O/S Principal Balance exceeding EUR 20,000; new limit at 10%.
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RATING RATIONALE
-

Portfolio Composition: As at the July 2020 Investor Report, the portfolio of receivables had an outstanding
principal balance of EUR 115.86m, comprising of 79.97% Instalment Loans and 15.30% of Revolving Receivables
(card & non-card). In addition, the portfolio had a weighted average monthly principal payment rate of 5.14%
and a weighted average annualised yield of 7.35%

-

Affordability Product: The introduction of the new ‘Affordability’ product presents an additional risk to the
transaction given the lack of available historical data for this product. Nevertheless, as the same credit
origination policies and systems are used in determining whether to lend, along with some similarities to
Instalment Loans, ARC has applied additional stresses to the Instalment Loan statistical data in order to act as a
conservative proxy for the new ‘Affordability’ product.

-

Servicing Ability: The transaction’s performance continues to be dependent on the ability of the Servicer
(BWPF) and the Back-up Servicer to collect on the receivables. In light of Covid-19, the transaction has continued
to perform in line with expectations with the delinquency rate remaining low at 0.97% as at the July 2020
Investor Report compared to 0.72% in February 2020 (representing a minor increase). Furthermore, the number
of obligors who have been granted a payment holiday is low; this is in part to the regulations in Belgium
determining what type of loans are eligible for a payment holiday (i.e. instalment loans only). Those with
revolving credit facilities were not eligible to apply for a payment holiday, but eligible only to the postponement
of the ‘zeroing’ date.

-

Capital Structure: The amended capital structure introduced in the March amendments is rating neutral to the
Class A and Class B Notes given that the maximum funding percentage remains unchanged at 80% for Class A
and 85% for Class B; therefore continuing to guarantee a minimum level of credit enhancement in the form of
subordination, 20% and 15% respectively, from the Class C Notes and the subordinated loan.

-

Additional Credit Enhancement: The transaction benefits from a Reserve Account of 1% of the Outstanding
Principal Balance of the Purchased Receivables (unchanged) and as at the July 2020 Investor Report stands at
EUR 1.18m. In addition, the transaction benefits from a minimum Gross Express Spread (‘GXS’) covenant of 5%,
as at July 2020 Investor Report 7.15%, thus providing additional credit enhancement.

-

Model Results: ARC assumed a worst-case scenario for its cashflow model, with the level of defaults, principal
repayments pre and post default, as well as interest payments all stressed in accordance with its methodologies.
In all scenarios, the Class A and Class B Notes pass at a ‘AA(sf)’ rating level based on their varying forms of
Credit Enhancement, namely subordination (20% and 15% for the Class A and Class B Notes respectively) as
well as excess spread. The Notes also benefit from ‘free collateral’ as a result of the Target Deductions for excess
concentrations; thereby providing further credit enhancement. The reason the Notes fall in the same rating
band is that the difference in the available level of Credit Enhancement for each does not have a significant
impact on the stresses each can take whilst still maintaining timely payment of interest and ultimate repayment
of principal. Nevertheless, the Class B Note is slightly more sensitive to negative rating action in the future
should the performance deteriorate.
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SENSITIVITY ANALYSIS
In assessing the stability of the rating, ARC has performed a range of sensitivity analysis. The table below shows
how an increase in the default base case would impact the transaction:
Sensitivity Analysis – Increase in base case Defaults
Class A

Class B

One notch downgrade

14.29%

13.45%

Two notch downgrade

21.21%

19.96%

As can be readily observed from the above, despite the irregular situation of both classes of notes falling in the
‘AA(sf)’ rating band, the Class B notes are slightly more susceptible to a downgrade given an increase in the default
base case. This can be attributed to the reduced level of credit enhancement available to the Class B notes.

KEY TIPPING POINTS
Positive Turning Points

-

Given the current market circumstances, ARC
does not foresee the possibility of a rating
upgrade.

Negative Turning Points

-

Significant increase in the number of defaults
that exceed the default base case.

-

Decrease in the recoveries below the base case.

RELATED CRITERIA AND RESEARCH
ARC Ratings’ Global Structured Finance Rating Criteria (September 2019)
ARC Ratings’ Global Consumer ABS Criteria (September 2019)
B-Consumer SA Rating Report – Review (July 2020)

THIS DISCLOSURE IS FOR INFORMATION PURPOSES ONLY AND SHOULD
BE READ IN CONJUNCTION WITH THE RESPECTIVE RATING REPORT
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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) 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).
This Review Report should be read together with initial Rating Report and with the subsequent Review reports.
Ratings assigned by ARC Ratings represent opinions on the capacity and willingness of an entity to make all required 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 whose financial commitments are being rated 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, S.A. historical default rates are published in the European Securities and Markets Authority Central Repository
(CEREP) which can be accessed on the website cerep.esma.europa.eu/cerep-web/. 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 even 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, cross-checking and processing of the
information for the purposes of the rating analysis, ARC Ratings cannot be held liable for its accuracy. ARC Ratings must make
sure that the information has a minimum level of quality prior to assigning a rating based on 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 situations of conflict of interests. Any exceptions to these
principles are disclosed by ARC Ratings together with the rating of the financial commitment in question.
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