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Key Metrics
Current Price: S37 5 Year CAGR Estimate: 9.1% Market Cap: S4.5B
Fair Value Price: S$34 5 Year Growth Estimate: 1.0% Ex-Dividend Date: 08/03/23
% Fair Value: 109% 5 Year Valuation Multiple Estimate: -1.6%  Dividend Payment Date: 08/10/23*
Dividend Yield: 10.8% 5 Year Price Target $36 Years Of Dividend Growth: 4
Dividend Risk Score: F Retirement Suitability Score: B Rating: Hold

Overview & Current Events

OneMain Holdings is a specialty finance company which provides personal loans to consumers. It came about as a
spinout from Citigroup’s financial services division. OneMain has focused on providing services to clients with lower
credit scores and has products such as the BrightWay credit card which reward holders for consistent on-time payments.
Investors often lump these types of businesses together as “subprime” lending but OneMain’s average customer has a
FICO score in the low 600s, which is quite a bit higher in quality than several of its peers.

OneMain offers its services through its branch network of more than 1,400 locations along with its digital affiliates. It
currently has more than 2.5 million customer accounts and a loans receivable book of $20.6 billion. The company faces
significant competition from other specialty personal lenders such as World Acceptance. However, OneMain has
invested more quickly than rivals in online originations and in sophisticated data analysis while centralizing loan
underwriting operations. It also has advertised heavily in credit coaching services, online credit aggregators and other
non-traditional venues which have boosted visibility. This has allowed OneMain to grow quickly, especially since 2020 as
many customers were less eager to walk into rival firms’ physical branch locations.

On April 25", 2023, OneMain reported its 1Q 2023 results. Earnings of $1.48 per share fell from $2.38 from the same
period of the prior year. Revenues of $1.03 billion were flat year-over-year. Earnings declined as the company is
preparing for additional credit risk; OneMain’s 90+ day delinquency ratio rose to 2.7% from 2.2% in the prior year.
However, both earnings and delinquencies were steady sequentially from 4Q 2022, indicating that operating conditions
are now stabilizing. This is fine credit performance given the broader headwinds that the economy is facing. OneMain
appears to be managing changing credit conditions and interest rates adequately.

Growth on a Per-Share Basis

Year 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2028

EPS $0.28 -$1.89 $1.59 S$1.35 $3.29 $6.27 S541 $9.87 $7.06 $6.20 $6.52

DPS === == === == === $1.00 S$1.44 S255 $3.80 54.00 $4.42
Shares 115 134 135 135 136 136 134 128 124 122 118

OneMain completed its IPO in late 2013. It started off as a much smaller and only marginally profitable lender in its first
couple of years as a standalone company. However, it has grown tremendously since IPO, with revenues soaring from
$1.2 billion in 2014 to $3.5 billion in 2022. OneMain has turned the revenue growth into strong profit growth as well.
OneMain arguably earned excess profit in 2021 thanks to excellent credit conditions the economy enjoyed due to
pandemic-related government assistance. However, earnings now appear to be stabilizing around pre-pandemic levels.

It appears OneMain has already grabbed much of the available market share for its specialty loan products. To grow
further, it will likely require competing more aggressively with its direct peers.

Perhaps in a nod to its diminishing growth prospects, OneMain has increased capital returns. OneMain has given
investors dramatic dividend increases in recent years while also repurchasing large quantities of stock.

! Estimated date
Disclosure: This analyst has no position in the security discussed in this research report, and no plans to initiate one in the next 72 hours.
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Valuation Analysis

Year 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 Now 2028
Avg. P/E —- — 17.0 19.1 9.6 5.7 5.9 5.6 4.6 6.0 5.5
Avg. Yld. === === === === === 2.8% 4.5% 4.7% 9.5% 10.8% 12.3%

OneMain has settled at a mid-single-digits P/E ratio over the past five years. The market appears to have a high degree
of skepticism as to the quality and persistence of OneMain’s earnings stream. Given the negative associations around
high-yield specialty lending, we expect the firm’s P/E ratio to remain at low levels.

OneMain’s dividend yield has grown tremendously in recent years as the firm has increased its dividend repeatedly
while its share price has not followed suit.

Safety, Quality, Competitive Advantage, & Recession Resiliency

Year 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2028
Payout === === === === == 16% 27% 26% 54% 65% 68%

OneMain has been collecting data and building its proprietary information technology system since it was still a part of
Citigroup. The company has far more experience dealing with recessions, such as the 2001 downturn and 2008 financial
crisis, than its peers. This sets OneMain apart from much of the lending crowd which often relies more on predictive
algorithms than historical data and analysis. OneMain also operates in nearly all the U.S. states and has diversification
across its loan book so that a financial crisis in one state or economic sector wouldn’t overly impact OneMain.

Final Thoughts & Recommendation

Investors are understandably nervous about the outlook for personal lenders given spiking interest rates and the
possibility of a recession. However, OneMain seems well-positioned for an economic downturn. Its strong balance sheet
and stress-tested risk management systems should allow it to manage losses during a period of economic weakness. If
anything, recessions often lead to consolidation in the personal lending industry, which could bolster OneMain’s
competitive position. There are risks here due to the business model and current macroeconomic environment.
However, on net, we have a favorable outlook with a forecast of 9.1% annualized returns. Shares earn a hold rating.

Total Return Breakdown by Year

OneMain Holdings, Inc. (OMF): Total Return Decomposition
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Click here to rate and review this research report. Your feedback is important to us.

Disclosure: This analyst has no position in the security discussed in this research report, and no plans to initiate one in the next 72 hours.
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Income Statement Metrics

Year 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Revenue 1,423 2,092 1,478 2,873 2969 3,366 3,712 3,906 4,036 4,199
SG&A Exp. 529 435 581 955 961 1,109 993 998 1,015 986
D&A Exp. (55) 23 198 521 328 289 271 264 264 262
Net Profit (19) 463 (220) 215 183 447 855 730 1,314 878
Net Margin -1.3% 22.1% -149% 7.5% 6.2% 133% 23.0% 187% 32.6% 20.9%
Free Cash Flow 675 381 741 1,322 1,555 2,046 2,362 2,212 2,247 2,387
Income Tax (16) 272 (133) 113 248 177 243 247 427 285
Balance Sheet Metrics
Year 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Total Assets 15,403 10,812 21,190 18,123 19,433 20,090 22,817 22,471 22,079 22,533
Cash & Equivalents 431 879 939 579 987 679 1,227 2,272 541 498
Acc. Receivable - 79 5 - - - - - - -
Goodwill & Int. 25 21 1,999 1,914 1,862 1,810 1,765 1,728 1,711 1,698
Total Liabilities 13,516 8,975 18,460 15,057 16,155 16,291 18,487 19,030 18,986 19,504
Accounts Payable 78 57 67 61 58
Long-Term Debt 12,777 8,356 17,300 13,959 15,050 15,178 17,212 17,800 17,750 18,281
Total Equity 1,540 2,025 2,809 3,066 3,278 3,799 4,330 3,441 3,093 3,029
LTD/E Ratio 8.30 4.13 6.16 4.55 4.59 4.00 3.98 5.17 5.74 6.04
Profitability & Per Share Metrics
Year 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Return on Assets -0.1%  3.5% -1.4% 1.1% 1.0% 2.3% 4.0% 3.2% 5.9% 3.9%
Return on Equity -1.4% 26.0% -9.1% 7.3% 5.8% 12.6% 21.0% 18.8% 40.2% 28.7%
ROIC -0.1% 3.7% -1.5% 1.2% 1.0% 2.4% 4.2% 3.4% 6.2% 4.2%
Shares Out. 115 134 135 135 136 136 134 128 124
Revenue/Share 13.83 18.15 1155 2126 2188 2474 2723 2895 30.33 33.75
FCF/Share 6.56 3.31 5.79 9.78 1146 15.04 1733 1640 16.89 19.19

Note: All figures in millions of U.S. Dollars unless per share or indicated otherwise.

Disclaimer

Nothing presented herein is, or is intended to constitute, specific investment advice. Nothing in this research report should be construed as a recommendation to follow any investment strategy
or allocation. Any forward-looking statements or forecasts are based on assumptions and actual results are expected to vary from any such statements or forecasts. No reliance should be placed
on any such statements or forecasts when making any investment decision. While Sure Dividend has used reasonable efforts to obtain information from reliable sources, we make no
representations or warranties as to the accuracy, reliability or completeness of third-party information presented herein. No guarantee of investment performance is being provided and no inference
to the contrary should be made. There is a risk of loss from an investment in marketable securities. Past performance is not a guarantee of future performance.




