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The year’s highlights and key events

o Group profit before tax and exceptional costs up
5.5% after absorbing £30.4 million (2005 £19.0 million)
of investment in start-up businesses to drive future UK
and international growth

o Increase in number of UK home credit customers
for the first time in three years after a step-up in
marketing activity — up 2.0% to 1.52 million

o Number of Vanquis Bank customers exceeded
year-end target of 250,000 — up 57% on last year

o Profits from established Central European home credit
businesses up 8.2% to £65.7 million

o Motor insurance pre-tax profit up 2.5% to £41.0 million
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Omne product: two businesses

Provident Financial’s core business is home credit
— a simple, flexible way of offering small loans to
people on modest incomes. The home credit service
is provided by two businesses. The UK business
serves the UK and the Republic of Ireland; markets
where home credit has existed for over a century
and is well known to millions of customers. The
international business applies the same model to
emerging markets in other parts of the world,
where home credit is a much newer concept and
demand is growing rapidly.

Muriel Clark
Home credit customer, Keighley

Muriel is typical of our 3.3 million home credit customers
throughout the UK, Central ond Eastern Europe and Mexice
in that she receives a visit from her agent every week at
her home.

“I like the quick service, the fact that there
are no hidden extras and that I can manage
the repayments.”




Wiheselouighomelcseditibysinessesfoperate

Until 1997, Provident Financial offered home credit only in the UK and the'
Republic of Ireland. We then began to take the concept abroad, starting in
Poland and the Czech Republic. Other countries followed - Slovakia, Hung?ry
and Mexico — and the international business moved from start-up losses to;
substantial profits. In every new market the service has met a clear need axd
been welcomed by its customers. The latest pilot began in Romania in 2006}
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- 2006 has been a year of significant progress

for the group. The investment in new businesses
will benefit the future growth of both the UK
and international businesses, and leaves the
group well placed to complete the forthcoming
demerger of the international business.



Chairman’s statement

UK operations

In 2006, UK home credit has restored
customer growth, enhanced credit
management, invested in technology
to drive future efficiency and
effectiveness, seen g conclusion to
the long running Competition
Commission inquiry and, overali,
generated improved medium-term
prospects.

The UK home credit business grew
customer numbers for the first time
in three years, ossisted by increased
investment in marketing which has
opened up new sales channels and
stimuloted customer growth, 2006
SQw cantinuing pressure on the
dispesable incomes of UK home
credit customers. Impairment
charges rose at g foster rate than
revenue, although in comparison
with other UK lenders, were kept
wellin check by enhanced credit
management and arrears processes.

Efficiency is u key priority for UK
home credit and the integration

of the Greenwood Personal Credit
and Provident Personal Credit field
management and administration

was completed early in the year.

In addition, the investment in hand-
held compuiers for agents which

is expected to be rolled out from
2007, will allow the company to
operate more efficiently in future
years and also increose the
effectiveness of the agency force.
Overall, UK home credit profits for
2006 of £127.5 million (2005
£130.0 million) were lower than 2005
because of increased marketing
expenditure and impairment charges.

Vonquis Bonk's focus on develaping
more rigorous underwriting criterio
together with inCreasing the
resources dedicated to collections
proved to be the right priorities in
2006, a year of difficult market
conditions which saw impairment
charges rise across the industry.
Customer numbers cantinue to grow
and exceeded 250,000 by the end
of the year, ossisted by internet
recruitment which has supplemented

the primary direct mail sales channel.

Vanquis Bank re-priced its assets
towards the end of 2006 and. in line
with corporate objectives, the
business is expected to trade around
breakeven for 2007 as o whole.

The motor insurance business once
cgain delivered excellent resuits,
with increased profits benefiting
from releases of prior years' claims
reserves, Yesinsurance.co.uk,

the internet-based distribution
channel launched during 2006,

is trading well.

Discussions with potential acquirers
of the motor insurance business are
proceeding satisfactorily. A further
announcement will be made in

due course.

The collect-out of the Yes Car Credit
receivables book continues to
progress well and the balance stood
ot £108.6 million ot the year end
{2005 £235.3 million). The board

is reviewing whether the group
should continue to collect-out the
book itself or realise value through
sale to o third party.

International

During 2006, the international
business grew profits from its
established Central European
operaticns to £65.7 million (2005
£60.7 million) and substantially
improved credit quality. It also
stepped up invesiment in its new
businesses in Mexicc and Romania
resulting in start-up lossas of
£12.1 million {2005 £3.1 million).

“The UK home credit
business grew customer
numbers for the first
time in three years.”

The international business finished
the year strongly ofter restoring

the quality of the receivables book

in Poland and overcoming the
tamporary suspension of new lending
in Hungary.

Over the past two years, the

Palish operation has had to contend
with rolling out a new product to
comply with the interest rate cap
legislation introcuced in February
2006 and also respond to

the odverse trends in collections
and impairment that emerged
during 2005. Mancgement have
successiully met both challenges.
Since the late summer of 2006,
the improvement in the quality

of lending and the receivables
book has generated a significantly
reduced level of impairment
charges. From this foundation, the
business is investing in marketing
and its field cperations to restore
profitable growth.

In Hungary, the changes to
administrative procedures and the
stotus of agents required by the
PSZAF, the Hungarian financial
supervisory authority, were completed
and on b December 2006 lending
recommenced after a suspension
period of seven weeks. The business
recovered well and very high levels
of credit were issued through the
remainder of December.

The Czech Republic and Slovakia
performed well and the Romanion
pilot cantinues to perform in line
with plan.



Chairman’s statement continued

In Mexico, customer numbers stood
at just over 250,000 at the end of
December, nearly double the figure
a year eaclier, The current priority

is buitding the experience of the
existing local management and
field operations before resuming
geographic expansicn through
further branch openings.

Financial results ond dividend

Profit before tax for the year before
exceptional costs increased by

£9.9 million to £191.3 million (2005
£181.4 million). The profii for the
year benefited from o one-cif

£6.6 million pension credit in
respect of changes to members’
commutation righis.

The group has incurred £1 1.3 million
of exceptional costs in the period

up to 31 December 2006 in
preparation for the demerger of the
international businesses, comprising
legal, accounting, advisory and
other one-off separation costs.
These costs have been reflected in
the consolidatad income statement.

“The international business
finished the year strongly.”

Profit before tox aiter exceptional
costs for the year was £180.2 million
{2005 £40.4 million). Earnings per
share were 49.00 pence for the year
(2005 nil), and adjusted earnings
per share, before excepticnal costs,
were up 5.0% to 52.92 pence {2005
50.41 pence).

The board is recommending a final
dividend of 22.02 pence {2005
21.37 pence) mcking a total
dividend for the year of 36.50 pence
{2005 35.43 pence), onincrease
of 3%. Subject to the approval of
shareholders at the company’s
annual general meeting on 16 May
2007, the final dividend will be paid
on 25 May 2007 to shareholders
on the register at 10 April 2007.

Bolance sheet and capital

Nei gssets increased by £36.6
million during 2006 to dinish the
year at £354.0 million (2005
£317.4 million).

Amounts receivable from customers
fellby £41.2 millionto £1.232.7
million as the collect-out of the

Yes Car Credit book continued to
progress well. Excluding Yes Car
Credit, receivables increased by
£85.5 million to £1,124.1 million
(2005 £1.038.6 million), primarily
reflecting growth in UK home

credit and Vanquis Bank.

Borrowings incregsed to £1,021.0
million {2005 £982.9 million)
fcllowing the funding of the group’s
pension deficit earlier in the year.
At the year end, the group had a
small pension asset of £8.9 million
compared to a £105.6 million
deficit in 2005. Year end gearing,
exprassed as the ratio of borrowings
to shareholders’ equity, was 2.9
times (2005 3.1 times).

The group’s year end capital
adequacy ratio was 23.0% (2005
21.2%), fully compliont with the
requirement set by the Financial
Services Authority.

Regulatory developments

In November 2006, the Competition
Commission delivered the final report
of its inquiry into home credit in

the UK. This report sets out a number
of remedies designed to increase
competition in the home credit
indusiry. The group is working
canstructively with the Competition
Commission to implement the
remedies to the agreed timetable.

The report confirms that customer
satisiaction is high and that home
credit is well-suited to its customers’
needs and represents an important
part of the consumer credit mix in
the UK. After two yeors of intense
investigation, it is satisfying to have
won this independent endorsement
of the strengths and benefits of the
home credit product. The report
also rejected the introduction of an
interest rate cap, an option which is
widely recognised to be damaging
to consumers.

The package of remedies put forward
by the Competition Commission
centre on the sharing of customer
data with credit reference agencies
and also include enhanced rebates
to customers who settle their loans
earty. The cost of implementing

the required chonges is estimated
at around £5 millionin 2007 as
the remedies are progressively
implemented, and up to £10 million
per annum thereafter.

In the international business, the
Polish operation has respanded to
the interest rote cap imposed by
the Pglish government from
February 2006 by redesigning its
loans to make the home callection
service an option which cestomers
can choose to pay for separately.

At the reguest of the financial
supervisory authority in Hungary,
the business there has modified its
administrative procedures and

IT systems and haos changed the
status of its agents from seli-
employed to employed. Lending was
suspended for seven weeks up to

& December 2006 while the changes
were made. Trading has returned to
normal, although annual running
costs will be some £b million higher
as aresult of the change in stotus
of agents.



The proposed demerger

{i} Background

The group announced on 4 july
2006 thot it would work towards
implementing a separate listing
of the internatianal business.

The rapid expansicn of the
international business since fermation
in 1997 hes been achieved in part
through the financial and operational
support of UK home credit. Ten

years on, the international business
is @ successful, self-sufficient,
stand-alone entity.

With the regulatory uncertainties in
the UK and Poland now resolved, the
board believes it is appropriate to
saparate the UK and international
husinesses into independently
listed entities. The two businessas
will have distinct strategic agendas
calling for different management
skills and fecus, as well as offering
different investment propaositions
to shareholders. The management
of the international business will
focus solely on the significant
opportunities to capture the growth
in new, existing and emerging
markets. The mancgement of the
UK business will focus on developing
a moare broadly based business

in the UK non-prime consumer
credit market.

{ii} Qrganisation and board
structures

Following the demerger, Provident
Financial ple will continue to own

the UK home credit business and
Vanquis Bank, its UK non-prime
credit card business established in
2004. As announced on 17 January
2007, the group is progressing the
sale of its non-core motor insurance
husiness, Pravident Insurance.
Discussions with potential acquirers
are proceeding satisfactorily and the
board expects to complete the sale
of the business before the demerger
becomes effective.

| will continue to be Chairman of
Provident Financial and the other
directors will be as set out helow:

Peter Crook
Andrew Fisher
John Maxwell
Robert Hough

Chiei Executive
Finance Director
Non-executive director
Non-executive director

Peter Crook joined Provident
Financial in 2005 as Managing
Director of UK home credit and was
appeinted to the board in March
2006, He jeined from Barclays plc
where he was UK Manoging Cirector
of Barcloycard from 2000 and the
Managing Qirector of UK Consumer
Finance from 2004.

Andrew Fisher joined Provident
Financial in 2006 as Finance
Cirector, having served as Finance
Birector of Premier Farnell plc from
1994. He qualified s a chartered
accountant with Price Waterhouse
in 1982 and became a partner

in 1990.

John Maxwell joined the board of
Provident Financial in 2000. He is
alsg a nen-executive director of
Rovai & Sun Alliance Insurance
Group ple and Homeserve pic
and Chairman of the Institute of
Advanced Motorists. Heis a
director of the Royal Automobile
Club Limited and a trustee of the
RAF Benevolent Fund.

Robert Hough was appointed to
the board of Provident Financial in
February 2007. He was executive
Deputy Chairman of Peel Holdings
p.lc. for 15 years until 2002 cnd
is currently non-executive

Deputy Chairman of Peel Holdings
(Management} Limited and
Choirman of Peel Airports Limited.
He is also non-executive Chairman
of Cheshire Building Society and a
non-executive director of Alfred
McAlpine plc and of Styles & Wood
Group plc.

The board is seeking to make cne
further non-executive appointment
for Provident Finencial.

Following the demerger, International
Personal Finance plc, a newly
established public limited company,
will own the international businesses
of Provident Financial. The hoard

of directors of International Personal
Finonce will be as set out below;

Christopher

Rodrigues
lohn Harnett
David Broadbent
Ray Miles

Executive Chairman

Chief Operating Officer
Finance Director
Deputy Chairman

and senior
non-executive director
MNon-executive director
Non-executive director

Charles Gregson
Tony Hales

Christopher Rodrigues jeined

the board of Provident Financial

in January 2007 as joint Deputy
Chairman and Choirman of the
international business, having
previously baen the Prasident and
Chief Executive Officer of Visa
International and formerly the Group
Chief Executive of Bradford & Bingley
plc and o non-executive director

of the Financial Services Authority.
He is also a non-executive director
of Ladbrokes plc and Chairman of
Visit Britain, a UK government agency.

John Harnett previously held
positions as Finance Oirector of
Allied Colloids PLC and Holliday
Chemical Holdings plc before
joining Provident Financialin 1999
as Finance Director and has been
Managing Director of the
international business since

May 2006.

David Broodbent qualified as o
chartered accountant with Coopers
& Lybrand in 1993, He was
appointed Finance Director of the
international business in 2003
having previously been financial
controller for four years.

Ray Miles was formerly Chief
Executive of CP Ships Limited and
was appointed as d non-executive
director of Provident Financial in
2004. He 1s also a non-executive
director of Southern Cross
Healthcare Group ple, an advisory
directar of Stena AB of Sweden

and Chairman of Bevon Community
Foundation.



Chairman’s statement continued

Charles Gregson joined the board

of Provident Financial as ¢
non-exacutive directorin 1995

and was appointed Deputy Chairman
in 1997, He is also a director of
United Business Media plc and
nan-executive chairman of ICAP plc.

Tony Hales became a non-executive
director of Provident Financial in
2006. He is currently Chairman of
British Waterways and Workspace
PLC and has previously served as a
non-executive director of Reliance
Security Group plc, Aston Villa plc
ond HSBC Bank plc and as Chief
Executive of Allied Domecq plc.

The board is seeking toc make cne
further non-executive appointment
for International Personal Finance.

“The motor insurance
business once again
delivered excellent results.”

(iii) Demerger preparations
The demerger plans are at an
advanced stage as summarised
befow:

« the boards’ ond management
roles have been confirmed;

« the primary UK and European bank
syndication processes have been
successfully completed. Formal
documentation is in the process
of being completed;

« thelegol process and main tax
clearances to effect the demerger
are in place;

= the separation of IT systems and
infrastructure is substantially
complete;

» the corporate support functions
and governance structures for the
demerged international business
have been determined;

« the new headquarters for the
international business based in
Leeds has been established and
is now occupied:;

« the basis of splitting pension
scheme assets hos been agreed:
and

= the corporate name, Internaticnal
Personal Finance plc, has been
selected.

{iv) Timetable, capital structure
and dividend

Full details of the capital structure
will be included in the circular

and praspectus to be issued in
connection with the demarger which
will follow once the sale of Provident
Insurance has been completed.

The board expect the sale to be
completed during the second
quarter of 2007. A proportion of
the expected gain on the disposal
will be retained to assist the
capitalisation of International
Personal Finance.

It is the board’s intention that the
aggregate dividends per share
paid by Provident Financicl and
International Personal Finance in
respect of 2007 will be at least
equivalent te the amount paid by
Provident Financial in respect

of 2006.

The completion of the demerger is
subject to the approval of Provident
Financial shareholders. This will be
sought ot an extraordinary general
meeting, details of which, along with
other resolutions to be considered,
will be set out in the circular tc be
posted to shareholders which will
follow once the sale of Pravident
Insurance has been completed.

The board

We announced on 14 November
2006 that Robin Ashton would be
stepping down as Chief Executive at
the end of December. We thank him
for his dedication and hard work and
he goes with our very hest wishes
for the future.

Since Robin's departure, the three
executive directors hove reported to
me and this will remain in place until
the demerger.

On 26 January 2007, Christapher
Rodrigues joined the hoard as joint
Deputy Chairman and Chairman

of the international business.

He will become the first Chairman
of the separately listed international
business. On 14 Octcber 2006,
Tony Hales joined the board

and on 1 February 2007 Robert
Hough joined the board, both as
non-executive directors.

Graham Pimlott resigned as o non-
executive director on 27 February
2007 ond he leaves with our thanks
and best wishes for the future.

Outlook

With growth in customer numbers
restored, the medium-term outlook
for UK home credit has improved
over the past 12 months and

the business is well placed to take
advantoge of changing maorket
conditions. Future performance will
benefit as the recent investments
in marketing and technology gain
momentum, although the business
will have to absorb the financial
impact of the Competition
Commission remedies. Vanquis
Bank, which made a substantial
start-up loss in 2006, is expected
to trade at arcund breakeven for
2007 os awhole.

Having laid sound foundations in
Central Eurgpe during 2006, we
expect to see continued progress
in the coming year. The opportunity
within the international business for
profitable growth in both existing
and naw markets remains excellent.

John van Kuffeler
Chairman
7 March 2007




Business review

2006 was a successful year for Provident’s two
home credit businesses. The UK business remains
a strong, cash-generative operation and is now
seeking to evolve its business by modernising

the offer, winning customers in new ways and

operating more efficiently. The newer, international
business continues to grow profit in its established
markets, develop its newer markets in Mexico and
Romania, and look for new countries into which

to expand in future.

Group results
2006 2005 Change

fm fm fm

UK home credit* 127.5 1300 (2.5)
Vanquis Bank (18.3) (15.9) (2.4)
Insurance 41.0 40.0 1.0
Yes Car Credit (1.5) (248) 23.1
Total UK operations 1487 1295 19.2
International:

Established countries 58.3 54.2 4.1

New countries (12.1) (3.1) (9.0)
Total international 46.2 51.1 (4.9)
Central:

Costs (6.0) (8.3) 2.3

Interest receivable® 2.4 9.1 (6.7)
Total central (3.6) 0.8 {4.4) Bradford, UK
Profit before tax and

exceptional costs 191.3 1814 9.9
Demerger costs (11.1) - (1.1}
Yes Car Credit

closure costs - (141.0) 1410
Total group profit

before taxation 180.2 404 1398

* The allocation of the group's interest charge to UK home credit has been changed during
2005 to reflect revised borrowings based on on overage ratio of borrowings to UK home
credit receivobles of 80%. The impact of this in 2006 is to reduce profit in UK home credit by
£12.0 million ond reduce the interest cost held centrally by £12.0 millon. 2005 results hove
been restated on to a compareble basis resuiting in a reduction in UK home credit profitin
2005 of £16.3 million and o reduction in the interest cost held centrelly by £16.3 million.
These changes have had no impact on reported group profits in either 2005 or 2005.

Puebla, Mexico
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The original home credit business was started

in Bradford in 1880 by Sir Joshua Waddilove,

a philanthropist who sought to provide affordable
credit for working-class households in industrial
West Yorkshire. Now serving 1.5 million customers,
Provident Financial is the oldest and largest home
credit business in the UK.

Provident succeeds by offering simple, transparent
financial services to customers on average or
below-average incomes (often referred to as the
non-standard market) some of whom may find it
difficult to obtain other forms of credit. The service
is popular for very clear reasons. It’s personal,
friendly and flexible, and is well-suited to the needs
of its customers.
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The combination of a growing non-standard market
in the UK and a tightening of lending criteria by
mainstream credit providers presents an increasing
opportunity for Provident in the UK. In response,
the business is pursuing a strategy of recruiting
new customers, retaining profitable customers,
rolling out new products, improving its lending
decision processes and streamlining its costs.



Home credit customers

Karen, pictured here with her husband
Paul and their daughter Haley, is
typical of our 1.5 million home credit
customersin the UK. Qur customers
want to borrow small sums quickly

and easily that they can repay in
rmanageable omounts each week at

o time and place convenient to them.
Customers like the discipline of home
collection, but als the freedom to miss
¢ payment from time to time if things
don't go tc plan. The personal service
that comes with the weekly agent visits
and the foct that there are never any
extra charges —no matter how long
customers take to repay theirloan

— help us achieve consistently high
customer satisfaction rates.

Home credit agents

Home credit agents, 74% of whom are
women, play ¢ huge role in the success
of the business. The 11,500 agents in
the UK typically come from the same
communities gs their customers and
many were customers themselves
before becoming agents. The weekly
visit from the agent encourages
customers to put aside the repayment
every week and the reqular face to
face contact helps customers Lo stay
in control of their credit.

In an age of internet banking and
telephone call centres, this personal
service is highly valued, Customers
know they'll get a sympathetic
response if they get inte difficulties.

a smallioan,

with their agent.

or spreading household expenses.

UK households.

10 facts about UK home credit
1 Home credit is o monogeable woy of taking out

2 The service is friendly and convenient. Customers
appreciaie the personal, face to face relationship

3 For people on maodest incomes, home credit is
a way of affording treats on speciol occasions

4 Of dll forms of borrowing, home credit is the
eqsiest 1o control, with predictable payments
and the guarantee that customers will not face
extra charges if they miss a payment.

5 Eoch week, Provident’s 11,500 agents visit
1.5 million customers — around one in 25

“Customers like the
discipline of home
collection, but also
the freedom to miss
a payment from time
to time if things
don’t go to plan.”

Number of customers

1.5m

Number of employees

2,600

Number of agents

11,500

Credit issued

£940.8m

Operating since

1880

“Home credit agents,
74% of whom are
women, play a huge
role in the sueccess
of the business.”

6 74% of agents and 69% of customers are waman.

7 Provident's customers are fairly evenly split
between the C, D and E socic-econemic groups.

8 The averoge home credit loon is far £390,
repayable over 55 weeks.

9 Customers often take more than one loan each
yeor, The average credit issued per customer over
the course of o year is £646.

10 93% of customers scy they are satisfied with the
Provident home credit service end 83% would
recommend it to family or friends.



“Over the last couple of years we have
won many new customers through
direct marketing channels.”

Direct mail

Not anly hove we increased the
amount of direct mail we send out,
but we have became better ot
sending it to the right pecple. A lot
of ttme has been spent ganing o
good understanding of our
customers and the key triggers of
their lending reguirements. We then
use this information Lo decide how
best torecruit new business.

Hand-held technology

g Provident agents in the UK are
£ expected Lo start vsing hand-held
=+ computers (essentially mobile

‘ smartphones} from 2007. These
‘ will offer two enormous benefits.

The iirst beneitis greater efficiency.
. With insormation transmitted to
/ / and from the agent electronically,
much of the current papervork
will be unnecessury and agents will
be able to use their ime more
productively.
Website

Secondly, agents will be more
Three years ogo we lounched : B effective, Instead of carrying
customer-facing websites for our Sarah and Caroline are part of the team responsible for sheaves of paper on thewr rounds,

two home credit brands. The customer recruitment marketing octivity. Significant they'll have oll their customer
websites huve become our most investment has been put into marketing over the past information stored on Lthe
cost effective channel for recruiting  few years which is now beginning to bear fruit with an device along with prompts and
new customers and have exceeded  increase in UK customer numbers, recommendalions on serving

all targets to date. particular individuals, They'll also

“With the continued global growth of internet be able to make computer-
access and online transactions, it's important aided lending decisions for new
we give our customers the hest possible online customers on the spot.

experience and the ability to apply for a loan
24 hours a day.”




Business review contfinued

UK home credit

How home credit works

Under the home credit service,
Provident provides small, unsecured
cash loans, typically for sums of
between £100 and £500. These are
delivered to the customer’s home
by o Provident cgent who then calls

every week to collect the repayments.

Unlike other forms of lending, home
credit includes cll the costs up front.
There are no extra fees or penalty
charges, evenif o customer misses

¢ payment. For people monaging on
a tight budget, it's important to know
that the amount they owe is fixed at
the start and will never go up.

Another adventage of home credit is
the part played by the agent. Agents
are paid commissicn on what they
collect, not what they lend, so have
every regson not to lend more than
their customers can afford to repay.
That’s good for the customer and

¢ valuable check on bad debt for
Pravident. Furthermore, the cgent’s
weekly visit is not only convenient,
it's a useful reminder to put the
money aside. If customers get into
difficulty, they know they’ll get a
sympathetic response and every
possible assistance from their agent.

The product is one that customers
trust and positively want to use —
which helps to explain why our
customer satisfaction rates are
consistently high. Over 93% of
customers say they are satisfied
with the Provident home credit
service and 83% would reccmmend
Provident to family or friends.

Home credit loans can be offered
in a variety of forms. Alongside the
traditional ioan {for example £300
cash, repayable over 55 weeks),
Provident offers a number of
other options:

+ Longer, larger loans of up to
£2,500. repoyable over two years.
These were introduced in 2005
and have been well-received.

» A Visa debit cord where the loan is
loaded onto a plastic card - often
more convenient than cash. This
was lounched in 2006.

« The Eesy Shop cord for use at
specified retailers. Some have
an interest-free period so that
repayments start when the
customer first uses the cord rather
than when the agent hands it over.

« Shopping vouchers — a well-
established version of home
credit and the original alternative
to cash loans.

The marketplace

There are over nine million people
in the UK who have limited access
to many other forms of credit.
Known as non-standard customers,
they may be on low incames, have
little or no credit history or have
nad problems with credit in the past.
Df this total, the home credit
industry serves ahout 2.5 million.
With 1.5 millioncustomers, Provident
has approximately ¢ 60% share of
the market.

‘UK home credit now sees
opportunities to grow.”

In recent years, rising levels of
affluence have meant less demand
for home credit among our
traditicnal customer base. At the
same time, many other lenders
whose own markets have become
saturated have taken o greater
interest in the non-standard
sagment. As ¢ result, more people
have been able to use bank loans
and credit cards as on alternative
to home credit.

The picture is changing, however.
Trends such as higher utility bills have
made it harder far some people to
repay their loans. Faced with rising
bod debts, many other credit
providers have had to tighten their
lending criterio. As other sources
become horder to access, more
custamers are raturning to a form
of credit better suited to their needs
— namely home credit. After several
years of gradual decline in customer
numbers, UK home credit now sees
oppartunities to grow. In preparing
for growth, the business is building
on its many strengths. It is a
long-established, cash-generative
business with products well-suited
to the non-standard market

and a good reputation among its
customers. A nationwide force of
11,500 seli-employed ugents
pravides an excellent, professional
service to customers they know
extremely well and who value

the personal nature of the home
credit service.



Business review continued

UK home credit

1 Over 11,500 agents in the UK visit their
customers in their homes each week,
come rain or shine.

2 Rosemary and her daughter Angelo,
two of our UK home credit customers.

3 Christion, one of 400 employees
ot our head office in Bracford.

4 Jac in the contoct centre in Bradford,
helping to turn initial contacts into
satisfied customers.

5 We depend on good people doing
their jobs well at every leval of the
business.

Initiatives during the year

Against this background, UK home
credit has undertaken a series of
initigtives to renew and modernise
the business. They include:

Recruiting new customers

UK home credit has traditionally
relied on its agents to recruit most
of its new customers. While this
approach continues, the business is
now making more and better use of
direct mail. It's also adopting other
techniques such as canvassing in
shopping centres and seeking to form
partnerships with mail order houses
and finance companies to toke on
customers whase ¢redit applications
have heen declined.

There are also links with retailers 1o
provide credit to their customers
along with greater use of the internet
to advertise the service.

The results have been positive. While
the number of customers recruited
by agents has risen slightly over the
year, a greater increase has come
chout through direct contacts vig
these new methods.

Better credit decisions

in the past, the task of assessing

a customer’s cradit rating hos

been largaly up to the agent. This
continuas to be the case, on the
basis that a skiled human being

has always been able to assess o
customer better than o computer.
Nevertheless — and especially with
more customers being recruited

by routes other than through the
agent —it’s important te have good
systerns for analysing an individual’s
previous record and predicting

the likelihood of o future default.

To support the agents in their
lending decisions, the business

is refin