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An Attractive Opportunity in Consumer Finance Receivables 

 

On January 19, 2016, we issued a report on Beacon Consumer Holdings Inc. (Series Alpha 1). Beacon 
Consumer Holdings Inc. (“BeaCH”), formed in April 2012, is offering investors an opportunity to invest in 
notes backed by consumer finance receivables. We assigned an overall rating of 2-, and a risk rating of 3, on 
the notes.  
 

FRC Rating

Expected 

Annual Yield 
6.00% - 9.25%

Rating 2-

Risk 3

 
 
The following section provides a quick summary of the investment opportunity: 
 
The Series Alpha1 notes, offered through the current offering memorandum by BeaCH, have interest rates (paid 
monthly) ranging between 6.00% p.a. and 9.25% p.a., depending on their term and seniority. The funds raised in 
the offering will be used to acquire notes of Beacon Trust (“trust”), which in turn will use the funds to acquire an 
undivided co-ownership interest in a pool of consumer loans. Consumer finance loans are basically loans 
provided by lenders to consumers for personal purposes, such as home renovation, purchase goods / recreational 



 

Page 2 
 

 

 2016 Fundamental Research Corp.  “ 10+ Years of Bringing Undiscovered Investment Opportunities to the Forefront “   www.researchfrc.com                             

 
PLEASE READ THE IMPORTANT DISCLOSURES AT THE BACK OF THIS REPORT 

vehicles, pay medical or unexpected bills, etc. At the end of Q3-2015 (September 30, 2015), the trust had held 
$42.12 million in loans receivables, net of the provision for losses. 
 
The spreads in this space are higher than most other lending markets, making consumer finance lending a highly 
attractive market. The chart below shows the performance of the six largest trusts managing Canadian credit card 
receivables. Credit cards are comparable to consumer finance loans. 

 

 

 
  

Source: DBRS 

 
As shown above, the annual net loss rate has ranged between 2.77% and 6.11% since 2000. The excess spread 
has increased from 6.28% in 2000, to 17.73% by 2015. 
 
Management of this offering has extensive experience in credit rating and financial services. The team is headed 
by Greg Nelson, who was the head of DBRS’s Structured Finance Group, and its Rating Committee, from 1994 
to 2005. Chief Financial Officer, Dara Coulter, has significant financial, operational and corporate governance 
experience. 
 
The eligibility criteria for purchasing the receivables are as follows: 
 
� loan amounts range between $500 and $40,000, with an average loan amount of approximately $5,000; 
� terms range between 5 and 62 months; 
� the APR (annual percentage rate) currently charged to borrowers ranges between 9.9% and 39.9%; 
� loans are typically fully amortizing,  
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The notes are distributed through Raintree Financial Solutions. Interested investors can contact Raintree directly. 
Here is a link to their website: http://raintreeemd.com/ 
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Disclaimers and Disclosure 

The opinions expressed in this report are the true opinions of the analyst(s) about any companies and industries mentioned.   Any “forward looking statements” are our 
best estimates and opinions  based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to 
truth or correctness.   There is no guarantee that our forecasts will materialize.   Actual results will likely vary.   Companies mentioned in this report may be covered by 
FRC under an issuer paid model or be candidates for coverage.  Distribution procedure:  our reports are distributed first to our web-based subscribers on the date shown 
on this report then made available to delayed access users through various other channels for a limited time.  The performance of FRC’s research is ranked by Investars.  
Full rankings and are available at www.investars.com.   
 
To subscribe for real-time access to research, visit http://www.researchfrc.com for subscription options. 
 
This report contains "forward looking" statements.   Forward-looking statements regarding the Company, industry, and/or stock’s performance inherently involve risks 
and uncertainties that could cause actual results to differ from such forward-looking statements.  Factors that would cause or contribute to such differences include, but 
are not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product 
lines/services; competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other risks 
discussed in the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities regulators.  
By making these forward looking statements, Fundamental Research Corp.  and the analyst/author of this report undertakes no obligation to update these statements for 
revisions or changes after the date of this report.    
.    
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS 
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE.   ANYONE USING THIS REPORT 
ASSUMES FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO.    ALWAYS 
TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU INVEST.   WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S 
RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC.   ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR 
UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN 
YOUR PORTFOLIO.    This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security.  It is not intended as being a 
complete description of the company, industry, securities or developments referred to in the material.  Any forecasts contained in this report were independently prepared 
unless otherwise stated, and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report.  Additional information is available 
upon request.   THIS REPORT IS COPYRIGHT.   YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION.   Please give proper credit, 
including citing Fundamental Research Corp and/or the analyst, when quoting information from this report. 
 
The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or entity 
in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction. 
 


