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Following the recent MME FY21 results and funding update we provide our current views on the
credit. This would be my main message:

The key is that MME is in a much strong credit position than it was 12 months ago from both a funding
and business perspective. Managementis growing the business - in tandem with the credit quality of
the book- which should pay-offin the long-run. The upsize and restructuring of MME’s HW20 Major
Bank warehouse facility alongside the AUD7mcorporate bond tap increased funding to support
MME’s customer growth. An equity raise also looks increasingly likely, which would be positive for
creditors and resultin the MMEAU 8 %4 04/29/25s outperforming.

[ still believe these bonds continue to trade cheap - especially with the MME Horizon Trust
scheduled to mature in December 2021.

BondIncome View

In our view, this would be an equivalent B rating range credit on an improving trajectory. The
upsize and restructuring of MME’s HW20 Major Bank warehouse facility, alongside the AUD7m
corporate bond tap increased funding to support MME’s customer growth, in particular the
Autopay product. Growth from recently added MoneyMe+ and List Ready products has also been
strong increasing revenue diversification away from the Personal Loans and Freestyle products.

The recent MME corporate bond tap offersboth funding diversity and avoids the dilutive effects of
issuing new equity. While we are comfortable with the current funding position, we expect
additional equity support in parallel with asset growth.

Positively, the business’ record originations and gross customer receivables have flowed directly
through to the bottom line as well as share price. Part of this has been the result of the stronger
domestic backdrop, which, alongside government support measures, has helped consumers
manage their way through a difficult 2020. The credit quality of its customer base has improved
with COVID-19 hardship payment plan deferrals continuing to be insignificant.

Furthermore, funding costs have improved over FY21 leading to an improvementin the company’s
profitability (or NIM). MME’s market capitalisation is now sitting around the AUD345m mark (up
from around AUD250m as at 31 December 2020). The share price is up 38% calendar YTD or an
annual equivalent increase of 77% (as at 23 July 2021). This compares to the ASX200, whichis up
15% calendar YTD or an annual equivalent increase of 28% (as at 23 July 2021).
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The improvementin the share price will make it more palliative for MME to undertake an equity
raising, increasing the loss-absorbing buffer and de-gearing the balance sheet. We note that this
credit is highly-levered and despite the security pool, creditors are structurally subordinate to the
two warehouse trust vehicles. While MME does have a high concentration of funding at the
warehouse level, we note the MME Horizon Trust has a scheduled maturity of December 2021.

Relative Value

We believe this bond is attractive when compared to its opportunity set of unrated and high-
yielding securities. MME’s notes sit almost 3.5% above the Avanti Finance HoldCo secured notes
which are BB rated. To adjust for the credit differential of three notches, we think 2% is
appropriate. We note the MME notes will be more illiquid; however, we believe 1.5% offersmore
than adequate compensation, especially in the context of MME'’s growing equity subordination and
de-geared balance sheet.

The MME bonds also contain a guarantee where a pool of subsidiaries must represent at least 90%
of total assets of the group and at least 90% of the EBITDA of the group. Furthermore, investors are
protected by dividend distribution limits, financial covenants, events of default, delisting events,
and changes of control mechanisms.

Chart 1. MME HoldCo Secured Relative Value
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Key Terms

* MME Ltd and the Guarantors: a pool of subsidiaries representing at least 90% of total assets of
the group and at least 90% of the EBITDA of the group (jointly the obligors), unconditionally and
irrevocably guarantee the notes on ajoint and several arrangement;

* The notes rank pari passu with all present and future secured and unconditional obligations of
the issuer;

* Interest payments are non-discretionary, fixed rate, and paid semi-annually in arrears with an
8.25% coupon;

* Investors are protected by dividend distribution limits, financial covenants, events of default,
delisting events, and changes of control mechanisms;
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* Astep-up event subsists in an event of default. In each case of default, the interest paid on the
notes willincrease by 2.00%; and

* MME Ltd (issuer) can redeem the notes at 105% of par value if prior to 29 April 2022, at 103% if
redemption occurs between 29 April 2022 and 29 April 2023, at 101.5% if redemption occurs
between 29 April 2023 and 29 April 2024, at 101% if redemption occurs between 29 April 2024
and 29 October 2024, or at par subsequently.

MMEFY21 Results

FY21 results were credit positive. The key highlights to note:

* Originations of AUD384m, up 115% pcp;

* Gross customerreceivables of AUD333m,up 149% pcp;

* Revenue of AUD58m, up 21% pcp;

* Cost of funds reduced by 55% from 11% in Q1 FY21 to 5% in Q4 FY21;

* Core operating costs margin reduced by 17% from 12% in FY20 to 10% in FY21; and

* COVID-19 deferrals steady at 0.1% of gross customerreceivables (0.1% in Q3 FY21) and net
charge-offsreduced from 7% in FY20 to 5% in FY21.

Chart 2. MMEFY21 Originations and Receivables
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MME Funding Update

* MME’s Horizon 2020 Trust (HW20) external funding capacity increased by AUD108m (or 47%)
to AUD338m;

* Diversification of HW20 mezzanine investor note holders to comprise two of Australia’s leading
securitisation mezzanine investors, involving a refinance of the AOFM’s AUD80m investment
and a further capacity increase to AUD113m;

* An increase of AUD75m (or 50%) to AUD225m in the Major Bank HW20 senior note
commitment;

* Abroader HW20 eligibility criterion which will include the recently-launched Autopay product;
and

* Increase in MME’s corporate bond by AUD7m, to add support for the accelerating growth.
Business and Credit Background

MME is a digital consumer credit business that delivers a risk-based loan and virtual credit card
offering via a proprietary technology platform. MME is ASX-listed (MME.ASX) with a market
capitalisation of AUD358m (based on the closing price of MME’s shares on 30 June 2021). MME is
also a licensed and regulated credit provider operating in Australia. The company provides
customers with a convenient and simple platform to credit directly from their mobile, iPad, or other
tech device. Much of this experience has been underserved by the major banks.

MME leverages their technology platform (Horizon Technology Platform) and Al (big data
analytics) to deliver highly-automated and innovative products and customer experiences. The
Horizon Technology Platform allowsapplications to be completed, credit checks done, for funds to
be disbursed, and credit limits available, in a timely manner.

MME originate through a diversified mix of credit products and distribution channels to create
scale and long-term customer experiences. As of 31 December 2020, the income was derived from
four main productareas:

* Personal Loans: A fixed instalment loan product which charges interest and fees to offer up to
AUD50,000 to retail consumers. Personal loans represented 54% of MME'’s gross receivables at
31 December 2020;

* Freestyle: Avirtual line of credit product that is MasterCard-enabled to offer up to AUD20,000
in credit to retail consumers with interest and fee charges. Freestyle represented 37% of MME'’s
gross receivables at 31 December 2020;

* MoneyMe+: Aretail point-of-sale-focused product launched in August 2020 that offersinterest
free periods to the retail consumer, a financing range up to AUD50,000, and interest and fee-
based pricing. MoneyMe+ represented 6% of MME's gross receivables at 31 December 2020; and

* ListReady/Rent Ready: Property sector-focused Buy Now Pay Later products that charge a
service fee to support property listing (List Ready) or rental-related expenses (Rent Ready). List
Ready and Rent Ready represented 3% of MME's gross receivables at 31 December 2020.

From its original funding source of founder equity and family office funds, MME is now funded via
an established securitisation program with the MME Horizon Trust warehouse facility established
in 2018 and the more recent MME Horizon 2020 Trust warehouse facility established in 2020.
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Details of the two vehicles are as follows:

July 2021

* MMEHorizon 2020 Horizon Trust (HW20): Funded viaa Major bank as senior lender and two
of Australia’s leading securitisation mezzanine investors as mezzanine funders. This replaced
funding viathe Velocity Trust, which was wound up in December 2020, with the new funding
vehicle providing significant savings to the MME funding profile; and

* MME Horizon Trust: Funded viawholesale investors in the family office, fund manager, and

SMSF client space. The funding in this warehouse has a scheduled maturity of December 2021,

with a legal maturity date in December 2022.

Key Financials
Income Statement ($,000)

Loan Interest Income
Other Income

Total Revenue

Interest Expense
Operating Expense

Loan Impairment Expense
Net Profit Before Tax
Income Tax Benefit

Net Profit After Tax

Balance Sheet ($,000)

Cash and Cash Equivalents
Loan Receivahles

Deferred Tax Asset

Property, Plant and Equipment
Intangible Assets

Other Assets

Total Assets

Payables

Lease Liabilities

Borrowings

Current Tax Payable
Employee Related Provisions
Total Liabilities

Net Assets

Source: BondAdviser

2020

43.0
47
17.7
-12.8
-18.8
-16.0
0.1
14
1.3

2020

35.4
120.8
43
11
2.2
2.8
166.6
19
21
1131
1.6
1.0
119.7
46.9

2019

27.6
43
31.9
-8.5
-11.6
-11.9
01
0.2
0.3

2019

6.1
78.3
0.8
0.1
08
05
86.6
11
0.0
81.6
0.0
0.2
82.9
3.7

2018

22.7
1.3
2.0
-5.7
-9.2
-9.8
0.7
0.0
0.7

2018

3.5
45.1
0.0
0.0
0.5
0.6
49.7
0.5
0.0
44.4
0.2
0.1
45.2
45

2017

154
0.5
15.9
-3.0
-10.2
-4.8
21
-0.4
1.7

2017

5.3
384
0.4
0.0
0.2
0.2
445
0.4
0.0
41.0
0.4
0.1
41.9
2.6

Cashflow Statement ($,000)

Income from Customers

Payments to Suppliers and Employees
Net Funding Interest Paid

Income Tax Paid

Net Operating Cashflows
Payments for PPE

Payments for Intangible Assets

Net Loan Disbursement

Net Investing Cashflows

Net Proceeds from Borrowings
Proceeds from Issued Share Capital
Borrowing Transaction Costs
Principal Lease Repayment

Net Financing Cashflows

Net Change in Cash

Cash at Beg of Period

Cash at End of Period

2020 2019
46.9 318
-16.0 -10.8
-11.3 7.3

0.0 0.0
19.6 13.7
-1 0.2
1.7 04

584 -46.7
-61.2 -47.3
31.6 37.2
41.3 0.0

-l14 -1.0
-0.6 0.0
70.9  36.2
293 2.6

6.1 3.5
35.4 6.1

2018 2017
237 159
|40 59
A7 -3.0

0.1 0.3
111 7.3
0.0 0.0
09 0.3
-16.5 -38.3
-17.4  -38.6
34 322
11 0.0
0.0 0.0
0.0 0.0
45 322
-1.8 0.9
53 44
35 5.3
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CONTACT US

If you need assistance or would like to speak with one of our BondIncome specialists, don’t hesitate
to contactus. Our operating hours are 9:00am to 5:00pm weekdays (AEDT).

P: 1300 784 132
E: clientservices@bondincome.com.au

W: www.bondincome.com.au

Sydney Office
Level 5,

66 Clarence Street,
Sydney NSW 2000
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RESEARCH REPORT DISCLOSURE

Bond Income s the trading name of Cashwerkz FI Ltd (AFSL 283119) (‘Bond Income’) financial service business and provides general financial
product advice only. As aresult, this document, the Content and the Reports are not intended to provide financial product advice and must not be
relied upon or construed as such. Bond Income does not express any opinion on the future or expected value of any financial product and does not
explicitly or implicitly recommend or suggest an investment strategy of any kind. The Content and the Reports provided in this document have been
preparedbased onavailable datato whichBond Incomehaveaccess.Neither theaccuracy ofthatdatanor theresearchmethodology usedto produce
the Content and Reports can be or is guaranteed or warranted. Some of the research used to create the Content and the Reports is based on past
performance. Past performance is not an indicator of future performance. The data generated by the research in the Content or the Reports is based
onresearch methodology that has limitations; and some of the information in the Content or the Reportsis based on information fromthird parties.
Bond Income does not guarantee the currency ofthe Content or the Reports. If you would like to assess the currency, you should compare the
Content or the Reports with more recent characteristics and performance of the assets mentioned within it.

You acknowledge that investment can give rise to substantial risk and a product mentioned in the Content or the Reports may not be suitable to
you. The Content and Reports have been provided or made available by Bond Income without taking account of your objectives, financial situation,
and needs. Bond Income strongly recommends that you seek independent accounting, financial, taxation, and legal advice, tailored to your specific
objectives, financial situation or needs, prior to making any investment decision. Neither Bond Income, nor any of its directors, authorised
representatives, employees, or agents, makes any representation or warranty as to the reliability, accuracy, or completeness, of the Content and
Reports. Nor does Bond Income accept any liability or responsibility arising in any way (including negligence) for errors in, or omissions from the
Content and Reports. Bond Income, its staff and related parties earn fees and revenue from dealingin the securities as principal or otherwise and
may have an interest in any securities mentioned in this document. Any reference to credit ratings of companies, entities or financial productsmust
only berelied upon by a ‘wholesale client’ as that term is defined in section 761G of the Corporations Act 2001 (Cth). Bond Income does not provide
taxadvice and is not aregistered tax agent or tax (financial) advisor, norare any of Bond Income’s staff or authorised representatives. Bond Income
does not make a market in the securities or products that may be referred to in this document.

An investment in notes or corporate bonds should not be compared toabank deposit. Notes and corporate bonds have a greater riskofloss of some
or all an investor’s capital when compared to bank deposits. Bond Income is not licensed to provide foreign exchange hedging or deal in foreign
exchange contracts services. Bond Income may quote to you an estimated yield when you purchase a bond. This yield may be calculated by Bond
Income on either A) a yield to maturity date basis; or B) a yield to early redemption date basis. Some bond issuances include multiple early
redemption dates and prices, therefore the realised yield earned by you on the bond may differ from the yield estimated or quoted by Bond Income
at the time of your purchase.
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RESEARCH REPORT DISCLOSURE

BondAdpviser has acted on information provided to it and our research is subject to change based on legal offering documents. This research
is for informational purposes only. We note that this security offering is only being made to investors who are not retail clients under the
Corporations Act nor located outside Australia This information discusses general market activity, industry or sector trends, or other
broad-based economic, market or political conditions and should not be construed as research or investment advice. The content of this
report is not intended to provide financial product advice and must not be relied upon as such. The Content and the Reports are not and
shall not be construed as financial product advice. The statements and/or recommendations on this web application, the Content and/or
the Reports are our opinions only. We do not express any opinion on the future or expected value of any Security and do not explicitly or
implicitly recommend or suggest an investment strategy of any kind. The content and reports provided have been prepared based on
available data to which we have access. Neither the accuracy of that data nor the methodology used to produce the report can be
guaranteed or warranted. Some of the research used to create the content is based on past performance. Past performance is not an
indicator of future performance. We have taken all reasonable steps to ensure that any opinion or recommendation is based on reasonable
grounds. The data generated by the research is based on methodology that has limitations; and some of the information in the reports is
based on information from third parties. We do not guarantee the currency of the report. If you would like to assess the currency, you
should compare the reports with more recent characteristics and performance of the assets mentioned within it. You acknowledge that
investment can give rise to substantial risk and a product mentioned in the reports may not be suitable to you. You should obtain
independent advice specific to your particular circumstances, make your own enquiries and satisfy yourself before you make any
investment decisions or use the report for any purpose. This report provides general information only. There has been no regard
whatsoever to your own personal or business needs, your individual circumstances, your own financial position or investment objectives
in preparing the information. We do not accept responsibility for any loss or damage, however caused (including through negligence),
which you may directly or indirectly suffer in connection with your use of this report, nor do we accept any responsibility for any such
loss arising out of your use of, or reliance on, information contained on or accessed through this report
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