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B2Holding ASA
Update to credit analysis

Summary
B2Holding's Ba3 CFR reflects: (i) strong capitalisation and leverage metrics compared to
peers; and (ii) well-diversified portfolio, comprising purchased debt across 22 countries
and spread between secured and unsecured debt; a strength despite a high proportion
in countries we consider to have less mature non-performing loan (NPL) markets. These
strengths are balanced against: (i) risks related to the company's rapid historical growth,
which we expect will continue albeit at a slower pace, and the company's limited track
record since its 2011 inception; (ii) historical fast liquidity consumption because of the rapid
growth, thereby increasing funding needs beyond what the maturity schedule implies; (iii)
high revenue concentration of purchased NPLs, with only limited revenue stemming from
third party collections and other sources; and (iv) the negative impact of the coronavirus
pandemic, entailing limited, albeit increasing, covenant headroom.

The negative outlook reflects our view that, while B2Holding was able to refinance its bond
maturing in December 2020 through an extension of the revolving credit facility (RCF), any
material further delay in collections could impede the availability of the RCF, which could in
turn constrain the company’s ability to seize purchasing opportunities in the coming months.
We nonetheless note that RCF banks have been supportive in the past, providing waivers to
increase headroom to covenants, as well as a €100 million bridge facility in November 2020
to refinance the bond maturing in October 2021, and that such support could be further
extended.

The B1 senior unsecured debt rating reflects the results of our LGD for Speculative-Grade
Companies methodology and the priorities of claims and asset coverage in the company's
liability structure. The size of B2Holding's senior secured RCF indicates higher loss-given-
default for senior unsecured creditors, leading to a senior unsecured rating one notch lower
than B2Holding's Ba3 CFR.

Credit strengths

» Strong capitalisation and leverage metrics compared to peers

» Good profitability

» Well-diversified portfolio of purchased debts

Credit challenges

» Drop in collections stemming from the coronavirus outbreak leading to lower EBITDA and
in turn to a material increase in the leverage metric
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» Limited covenant headroom during 2020 in the company's revolving credit facility, which could constrain its ability to seize
purchasing opportunities in the coming months

» Risks related to rapid growth and limited track record

» Fast growth consumes liquidity; further exacerbated by weak underlying funds from operations

» Revenues concentrated around purchased debt, with limited contributions from other sources

Rating outlook
The negative outlook reflects our view that, while B2Holding was able to refinance its bond maturing in December 2020 through an
extension of the revolving credit facility (RCF), any material further delay in collections could impede the availability of the RCF, which
could in turn constrain the company’s ability to seize purchasing opportunities in the coming months. We nonetheless note that RCF
banks have been supportive in the past, providing waivers to increase headroom to covenants, as well as a €100 million bridge facility in
November 2020 to refinance the bond maturing in October 2021, and that such support could be further extended.

Factors that could lead to an upgrade
An upgrade of the CFR is unlikely in the short term, given the slowdown in collections expected as a result of the coronavirus outbreak.

We could however upgrade B2Holding's CFR if the company successfully meets its financial targets while (i) reducing liquidity risk; and/
or (ii) reducing operational and execution risks related to its rapid expansion. An upgrade of B2Holding's CFR would likely result in an
upgrade of the senior unsecured debt rating.

B2Holding's long-term ratings could also be upgraded due to a positive change to its debt capital structure that would increase the
recovery rate for senior unsecured debt classes.

Factors that could lead to a downgrade
We could downgrade B2Holding's CFR if the company's (i) liquidity position deteriorates beyond our expectations, for example if the
RCF is fully utilised over a prolonged period or the company is unable to reduce RCF utilisation and extend its maturity profile through
new bond issuance over the next 12-18 months; (ii) capitalisation falls materially; and/or (iii) profitability metrics fall below peers. A
downgrade of B2Holding's CFR would likely result in a downgrade of the senior unsecured debt rating.

B2Holding's long-term ratings could also be downgraded if the company were to materially increase its RCF, which is senior to the
company's senior unsecured liabilities.

Key indicators

Exhibit 1

B2Holding ASA (Consolidated Financials) [1]

09-202 12-192 12-182 CAGR/Avg.3

Total managed assets (NOK Million) 18,102.0 16,941.6 16,334.3 6.04

Total managed assets (USD Thousands) 1,934,677.1 1,927,969.5 1,886,363.0 1.54

EBITDA (Finance) 331,722.5 452,760.5 375,092.6 4.24

Net Income / Average Managed Assets (%) 1.4 0.6 -- 1.05

EBITDA / Interest Expense + Preferred Dividends 5.1x 5.0x 4.9x 5.0x5

Tangible Common Equity (Finance) / Tangible Managed Assets (%) 23.0 20.6 22.0 21.95

Debt / EBITDA (Finance) 2.9x 2.9x 3.6x 3.2x5

Debt Maturities Coverage (%) 36.5 153.3 225.2 138.35

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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FFO to Debt (%) 14.8 1.3 8.2 8.15

[1] All figures and ratios are adjusted using Moody's standard adjustments. [2] IFRS [3] May include rounding differences because of the scale of reported amounts. [4] Compound annual
growth rate (%) based on the periods for the latest accounting regime. [5] Simple average of periods for the latest accounting regime.
Sources: Moody's Investors Service and company filings

Profile
B2Holding is a pan-European debt purchasing company, with portfolios in 22 countries, predominantly focused on the Nordics, Eastern
Europe and Southern Europe. The company acquires non-performing loans (NPLs), both secured and unsecured, and provides debt
collection for third party lenders, with banks and other financial institutions accounting for the majority of their clients. B2Holding has
operated in its current form since November 2011 and was listed on the Oslo Stock Exchange in June 2016.

Exhibit 2

Geographical distribution of ERC as of Q3 2020
Exhibit 3

Asset class distribution of ERC as of Q3 2020
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Detailed Rating Considerations
Profitability: expected to suffer from drop in collections and impairment charges
We assign a Baa3 weighted average profitability score to B2Holding, one notch above the scorecard-indicated initial score, owing to
the company's strong historical profitability, which is nonetheless sensitive to revaluations.

During the first nine months of 2020, EBITDA was down 8% year-on-year to NOK 2.7 billion, reflecting the drop in revenues due to
lower portfolio purchases (NOK 1.2 billion compared to NOK 3.5 billion in the first nine months of 2019) in order to preserve liquidity.
The portfolio purchases in the third quarter were the lowest so far in 2020 (NOK 264 million compared to NOK 491 million and NOK
473 million in Q1 and Q2, respectively), as a result of forward flow transactions being either put on hold, moved to temporary servicing
agreements, or terminated when necessary.

B2Holding's bottom line profitability (profit after tax of NOK 186 million in the first nine months of 2020) was also impacted by the
coronavirus outbreak, through an impairment of NOK 231 million during the same period, as a result of delayed collections in both the
unsecured and the secured portfolios. In the unsecured segment, the largest markets in Northern Europe, together with most Western
European countries, performed at normal levels, while Italy and countries in Central Europe and South Eastern Europe were disrupted
to a greater extent. In the secured segment, the material impairment mainly reflects delays in recoveries due to the closure of legal
systems through much of Q2 and also in Q3 in most of B2Holding's markets.

While underlying cash-flow generation capacity remains strong overall, with an interest coverage ratio of 5.2x at the end of September
2020, up from 5.0x at year end 2019, a reoccurrence of such a shift in the collection curve will materially impact the firm's return on
assets.

B2Holding is one of the most geographically diversified rated debt purchasers, with a footprint spanning 22 countries. The geographical
diversification allows the company to shift its investment focus to markets that offer better pricing conditions or greater growth
opportunities, reducing the need to invest in high-priced assets just to maintain its collection pipeline.

Secured debt, which accounted for 25% of B2Holding's estimated remaining collections (ERC) at end-September 2020, provides
good asset class diversification and shorter collection periods. At the same date, B2Holding expected 92% of its secured debt ERC to
be collected within three years, compared with 56% for unsecured debt (see Exhibit 4). A shorter collection period reduces the risk
that economic or legal shifts lead to material deterioration of portfolio values. While we on balance view the diversification between
secured and unsecured debt as a positive, we note that the secured debt portfolio usually contains higher balances per debtor and
collections through a court process is common; we therefore view the collection profile of these portfolios as somewhat more volatile
and lumpy compared to those of the unsecured debt portfolios.

Exhibit 4

Secured debt has materially shorter estimated collection curve compared to unsecured debt (as of Q3 2020)
120 month estimated remaining collections curve
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Source: Company's financials

Although B2Holding displays good geographical and asset class diversification, its revenues are more concentrated than most of its
peers around its purchased loan portfolios. Purchased loan portfolios accounted for 81% of its revenues as at the end of September
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2020 (see Exhibit 5) and we expect these revenues to account for well over 80% during the next two years. The company also offers
third party servicing, around 10% of revenues, and provides a small amount of direct lending in Poland, as well as credit information
services in Latvia.

Exhibit 5

B2Holding's revenues are concentrated towards collection from purchased loan portfolios
Revenue breakdown
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Source: Company's financials

Capital adequacy and leverage: strong capitalisation and leverage metrics compared to peers, although leverage has
increased as a result of coronavirus
We assign an A3 weighted average capital adequacy and leverage score to B2Holding, in line with the scorecard-indicated initial score,
reflecting our view that, while the company's leverage will increase by year-end 2020, it will stay below 4.0x, before decreasing towards
3.0x over the outlook period.

B2Holding has historically reported materially stronger capitalisation and leverage metrics compared to most rated peers. We calculate
that B2Holding's gross debt was 3.4x of its adjusted EBITDA as of September 2020, well below the rated peer average which is above
4.5x.

B2Holding, similar to other European debt purchasers, has limited new investments and reduced forward flow agreements when
possible at the outset of the coronavirus outbreak. Provided B2Holding's liquidity does not constrain its investment capacity, we expect
the company to return to its purchasing activity at pre-coronavirus outbreak levels in 2021, as opportunities arise, which will maintain
leverage well within the target range of 2.5x to 3.5x.

We note that the company's financial covenants, limiting net debt to cash EBITDA at 3.5x, will continue contributing to the company's
prudent leverage behaviour. However, the restrictive covenants will also limit its financial flexibility during stress (see liquidity section
below) or when considering debt funded acquisitions.

The company also has a strong 23% tangible common equity (TCE) to tangible assets at the end of September 2020, well above rated
peers that mostly have negative TCE because of high goodwill positions. B2Holding's high level of tangible equity provides debt holders
with protection through loss absorption by equity in the unlikely event of a default.

We continue to believe that TCE to tangible assets will remain above 20% over the next 12-18 months, supported by the company's
capital policies, compelling the company to continue funding portfolio acquisitions partially through equity and operating cash flows.
If organic equity growth slows down through lower profits and cost of equity increases to a point where the company is not willing to
raise further equity, we expect that portfolio acquisition growth will further slow down to maintain a good equity to asset leverage.
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Exhibit 6

B2Holding's leverage has stayed at moderate levels since 2014 despite rapid balance sheet growth
Gross debt to EBITDA and estimated remaining collection (ERC)
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Source: Moody's Investors Service and company financials

Cash flow and liquidity: limited covenant headroom could constrain B2Holding's investment capacity
We assign a weighted average cash flow and liquidity score of Caa1 to B2Holding, one notch below the scorecard-indicated initial score
of B3. The assigned score reflects our view that the company's fast growth has historically consumed its liquidity faster than peers;
besides, the company now has limited covenant headroom in its revolving credit facility.

Given B2Holding’s rapid growth in recent years, its financing needs are greater than what its maturity schedule implies. The company
has quickly consumed its liquidity, and the extension of its €510 million RCF maturity to May 2023 can only be used to refinance the
next bond maturity in October 2021 to a certain extent (€50 million out of €158 million outstanding). B2Holding was able to refinance
the remainder of its December 2020 bond by drawing on its RCF, after having opportunistically repurchased EUR75 million in March
and May 2020. However, the decreased headroom to the RCF Debt/EBITDA trigger of 3.5x during Q2 necessitated the obtention of
a temporary waiver. We note that RCF banks have been supportive in the past, providing waivers to increase headroom to covenants,
and that such support could be further extended. However, such a waiver, if needed over an extended period, could also constrain the
company's investment capacity, which could in turn weigh on its ability to fully bring back its cash flow generation to pre-crisis levels.

B2Holding was also granted a €100 million senior secured bridge facility with DNB and Nordea, maturing in May 2022, with an aim
of refinancing the bond maturing in October 2021. This highlights the support from the syndicate, and increases liquidity available for
purchasing opportunities. However, such restored investment capacity remains predicated on increasing headroom to RCF covenants in
the short term.

The continued need to secure capital through debt and equity markets is further exacerbated by B2Holding’s weak underlying
operating cash flow available for growth or debt repayments. The weak estimated FFO for B2Holding is largely driven by the company’s
rapid growth, which depresses its historical FFO because recently acquired NPL portfolios will have generated limited cash flows, while
contributing to a higher estimated replacement rate. Therefore, we expect that B2Holding’s underlying FFO to total debt will improve
as the company’s NPL portfolio growth slows.

Operating environment
We assign a Ba3 score to B2Holding’s operating environment, based wholly on the industry risk of European debt purchasers. The
macro level indicator does not have any weighting in the scorecard since this score is higher than the industry risk score for all regions
B2Holding operates in.

The Ba3 operating environment score is below B2Holding's Ba2 financial profile score. Therefore, we constrain the adjusted financial
profile by weighting the operating environment score at 60% and the financial profile at 40%, resulting in an adjusted financial profile
of Ba3.
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Macro-level indicator
We use the ERC of B2Holding's loan portfolios to determine the geographical split when assigning the macro-level indicators. The
portfolios are split between Northern Europe (39%), Central Europe (20%), Poland (15%), South East Europe (14%), and Western
Europe (12%).

Industry risk
We assign a Ba industry risk score for most European debt purchasing markets. Barriers to entry in the European debt purchasing space
are moderately high. Accurately pricing unsecured non-performing loan (NPL) portfolios requires access to large amounts of data,
which acts as a barrier to entry for potential new competitors.

Cyclicality is somewhat elevated. In an unexpected downturn scenario, such as is occurring now, we expect that cash flows will
decline, because of lower collection volumes, and that the companies will see revaluation losses owing to the time value of money, as
collection curves shift into the future.

Debt purchasers offer a niche product, but with relatively low risk of obsolescence. However, the track-record of the debt purchasing
industry varies by market, with decades of history in Northern and Western European markets, such as the Nordics and the United
Kingdom, while certain Eastern European and Southeastern European markets, such as Romania and Greece, have only started seeing
material volumes of debt sales recently. Because of this, we adjust the operating environment score to Ba3.

Business profile and financial policy
We adjust downwards by one notch B2Holding’s Ba2 adjusted financial profile score to incorporate a qualitative assessment pertaining
to corporate behavior and risk management.

We view B2Holding's rapid growth as a key source of risk, with the company seeing its assets grow 455% between 2014 and 2020.
The rapid growth, which is partially done through debt funded acquisitions of other debt purchasers, exposes the company to risks
stemming from integration and execution, potentially unknown markets, stretched management resources, and rapid liquidity
consumption. While B2Holding's short track record is partially mitigated by an experienced management team, our ratings also reflect
that the company has not operated through a full business cycle.

Environmental, social and governance considerations
In line with our general view for the finance companies sector, B2Holding has a low exposure to Environmental risks, see our
Environmental risk heat map for further information.

In terms of social considerations, B2Holding, similar to other debt purchasers, is moderately exposed. Customer relations are important
because institutions selling both performing and non-performing debt can be highly regulated (e.g. banks) and rely on the companies'
handling of customer data and privacy. Changes to regulatory rules and legal practices within a market could also affect the recovery
processes and collection curves. Moody's also considers the coronavirus outbreak a Social risk due to its implications for public health
and safety. Please refer to our Social heatmap for further information.

Governance is highly relevant for B2Holding, as it is to all participants in the finance companies industry. Corporate governance
weaknesses can lead to a deterioration in a company’s credit quality, while governance strengths can benefit its credit profile. We do
not have any particular concern around B2Holding’s corporate governance. Nonetheless, corporate governance remains a key credit
consideration and requires ongoing monitoring.

Notching considerations
B2Holding's issuer and senior unsecured ratings reflect the results of our LGD model and the priorities of claims and asset coverage in
the company's capital stack. The size of B2Holding's senior secured revolving credit facility (RCF) indicates higher loss-given-default for
senior unsecured creditors, leading to a one notch differential with B2Holding's Ba3 CFR.

About Moody's scorecard
Our Scorecard is designed to capture, express and explain in summary form our Rating Committee’s judgment. When read in
conjunction with our research, a fulsome presentation of our judgment is expressed. As a result, the output of our Scorecard
may materially differ from that suggested by raw data alone (though it has been calibrated to avoid the frequent need for strong
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divergence). The Scorecard output and the individual scores are discussed in rating committees and may be adjusted up or down to
reflect conditions specific to each rated entity.

Overall, the scorecard calculated standalone assessment range for B2Holding is ba3 – b2. The company’s assigned ba3 standalone
assessment is at the top of the range.
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Rating methodology and scorecard factors
B2Holding’s assigned corporate family rating of Ba3 is consistent with Moody’s finance company scorecard’s estimated standalone
credit assessment.

Exhibit 7

B2Holding ASA

B2Holding ASA
Financial Profile Factor Weights Historic Ratio Initial Score Assigned Score Key driver #1 Key driver #2
Profitability

Net Income / Average Managed Assets (%) 10% 0.64% Ba3 Baa1 Expected trend
EBITDA / (Interest Expense & Preferred
Dividends) (x)

20% 5.02x Baa3 Ba1 Expected trend

Weighted Average Profitability Score Ba1 Baa3
Capital Adequacy and Leverage

Tangible Common Equity / Tangible
Managed Assets (%)

10% 22.98% Aaa Aaa Expected trend

Debt / EBITDA (x) 25% 3.43x Baa3 Baa3 Expected trend
Weighted Average Capital Adequacy and
Leverage Score

A3 A3

Cash Flow and Liquidity
Debt Maturities Coverage (%) 10% 153.26% Baa2 B1 Other

adjustments
FFO / Total Debt (%) 25% 1.34% Caa3 Caa2 Pro-forma

adjustments
Weighted Average Cash Flow and
Liquidity Score

B3 Caa1

Financial Profile Score 40% Ba2 Ba2
Operating Environment
Home Country Factor Weights Sub-factor Score Score
Macro Level Indicator 0% Aa2

Economic Strength 25% a1
Institutions and Governance Strength 50% aaa
Susceptibility to Event Risk 25% a

Industry Risk 100% Ba
Home Country Operating Environment Score Ba2

Factor Weights Score Comment
Operating Environment Score 60% Ba3
ADJUSTED FINANCIAL PROFILE Score

Adjusted Financial Profile Score Ba3
Financial Profile Weight 40%
Operating Environment Weight 60%

Business Profile and Financial Policy Adjustment Comment
Business Diversification, Concentration and
Franchise Positioning

0

Opacity and Complexity 0
Corporate Behavior / Risk Management -1
Liquidity Management 0

Total Business Profile and Financial Policy
Adjustments

B1

Comment
Sovereign or parent constraint A3

Standalone Assessment Scorecard-
indicated Range

ba3 - b2

Assigned Standalone Assessment ba3
Source: Moody's Investors Service
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Exhibit 8

B2Holding ASA

Instrument Class
Assigned Standalone

Assessment
Affiliate Support

Notching
Government

Support Notching
Individual Debt
Class Notching Assigned Rating

LT Corporate Family Ratings ba3 0 0 Ba3
Source: Moody's Investors Service

Ratings

Exhibit 9

Category Moody's Rating
B2HOLDING ASA

Outlook Negative
Corporate Family Rating Ba3
Senior Unsecured B1

Source: Moody's Investors Service
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