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PHOTOGRAPHY BY TOM CAMPBELL

Independent Growth Finance, an asset-based
lender, has grown rapidly since its own buy-out in
2016. Marc Mullen spoke to CEO John Onslow
and commercial director Matt Shepherd about
the market and outlook given the times we are in

olding your nerve requires a
H lot of patience. As any kind of

lender, a disciplined approach
is critical to being able to navigate your
way through these chaotic times.

John Onslow, chief executive of
Independent Growth Finance (IGF), who
led a buy-out of the firm in 2016, says:
“In four years, we’ve grown our asset
book several times over, but probably
what I’'m most pleased about is how we
kept our head in what has been a very
toppy market,” says Onslow. “Having
that discipline during the period leading
up to the pandemic proved very, very
important when COVID-19 started. It
has stood us in good stead.”

That has been borne out by the
performance of IGF’s loan book since
the first UK lockdown started in March,
he adds. “Of course, we are nowhere
near the end of this, and in some ways
we’re only just getting into it.”

IGF backs UK businesses with
turnover between £1m and £100m
annually. To provide national coverage,
the asset-based lender has offices in
London, Birmingham and Manchester
alongside its head office in Redhill,
Surrey. It supports its clients with what
it describes as flexible, event-driven
funding to support M&A, management
buy-outs, management buy-ins, buy-and-
build strategies, growth and expansion,
restructuring and turnarounds.

IGF is “fairly sector-agnostic’ but is
able to unlock the most value from
asset-rich businesses. Having a
receivable at the core of the business is
imperative, and then other assets such
as property, plant and machinery or
inventory against which lending can
be introduced as required.

Disciplined approach: IGF's CEO John Onslow
(front) and commercial director Matt Shepherd

GROWING THE BOOK

Key to deal flow, IGF works closely with
corporate financiers, private equity houses,
national and regional accountancy firms,
and turnaround practitioners. To grow
the business, management has focused on
speedy decision-making and short lines of
communication. Because the senior team
assesses every opportunity, funding
decisions are generally made inside 48
hours. To extend its reach, IGF joined the
Corporate Finance Faculty a year ago.

In 2016, family office Spring Ventures
backed a buy-in management buy-out
(BIMBO) of IGF from Greater London
Enterprise (GLE), led by Onslow. Its initial
investment (for a majority stake) was
£9m, which included some capital for
growth. It committed a further £23m over
several subsequent funding rounds to
fund the company’s entrepreneurial
approach to growth.

Spring Ventures was no doubt attracted
to the buy-out because Onslow and his

OPEN FOR BUSINESS
During the past six months, IGF has

provided £65m of new lending. Roughly

20% were the Coronavirus Business
Interruption Loan Scheme (CBILS).
“We made a decision the day lockdown

started to stay open for business, to stay

relevant,” says Matt Shepherd.

As the COVID-19 fallout took hold,
GIL Investments-backed Stan Chem
International, which supplies natural

ingredients and contract manufacturing to
cosmetic and healthcare clients, pivoted

to produce hand sanitiser. IGF provided
a £5.9m working capital facility to assist
this and its long-term growth plans.

Also in May, IGF stepped in to provide

a £1.5m facility to Suffolk-based
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team had previously grown and
successfully sold two asset-based lending
(ABL) businesses: Centric Commercial
Finance to Shawbrook in 2014, and
Heller Finance to GE in October 2003.

At the time of the buy-out, IGF was
lending up to £500,000, had a portfolio
of about 200 clients and a loan book of
£20m. In 2019, the firm provided more
than £1bn of new funding.

“The IGF experience has been very
different to the Centric one,” explains
Onslow. “We started Centric at the end of
2007, when we were just about to enter
the global financial crisis - what a time to
start a business that was.” From 2008,
Centric had very little competition.
Banks were not lending and were trying
to reduce their exposure. Alternative
lenders were not in the market to the
extent that they are now.

“When we bought into IGF in 2016, it
was probably the complete opposite,”
adds Onslow. “Debt was relatively easy
but it was a very toppy market.” In 2016,
the average IGF ticket size was about
£75,000, he says. It now has an average
deal size of £1.2m. “So you can see the
direction of travel.”

2021 AND BEYOND
So what is on the horizon for UK SMEs?
What does the crystal ball suggest for
ABL and IGF?

Saying that there is uncertainty is
maybe stating the obvious, Onslow
explains. He points to the changes in

insulation and fire protection business
Aran Services to support its
management buy-out. The funding
has helped the business refocus

from domestic to NHS customers.

In June 2020, IGF provided a £2m
invoice discounting facility to industrial
services and waste management firm
Harpers Environmental. Based out of
sites in York and Teesside, it will use the
finance to back its five-year growth plan.

In September, IGF provided the
Aylesbury-based specialist branded
merchandise agency HMA Creative
with a £1.35m funding facility, which
combined a CBILS loan and a
confidential invoice discounting facility.

Visit igfgroup.com/case-studies
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THE IGF TEAM

John Onslow (below right), CEO, led
the Spring Ventures-backed buy-out
of IGF from GLE in 2016. He helped
grow and sell Heller Finance in 2003
to GE Commercial Finance, where he
subsequently became COO. He then
spent six years at the helm of Centric
Commercial Finance, which he sold to
Shawbrook in 2014. He was chairman
of the Asset Based Finance Association
(now part of UK Finance) in 2012-2013.

Matt Shepherd (below left), commercial
director, leads on business development
and growing IGF's presence across the
UK. He joined in January 2020 from CYBG
(now Virgin Money), where he was UK

head of business development for asset-
based lending (ABL) and invoice finance.

He was previously at RBS Invoice Finance.

Jon Hughes, director, who conducts
business development in London, was
previously at NMB-Heller, GE Capital and
RBS Asset Based Lending, before being
part of the IGF buy-out team in 2016.

Simon Jacobs is relationship director,
having joined as head of portfolio in
2016, from Shawbrook. He previously
worked for Centric Commercial Finance
and GE Capital.

Mike Fletcher was promoted to head of
portfolio in June 2020, having joined IGF
in 2017 as ABL director, from Chesneys.

He previously worked for Shawbrook
and Centric Commercial Finance.

Matt Ascott joined as CIO in 2018, from
Shawbrook, where he spent 16 years.

CFO Stephen Moore ACA joined IGF at
the time of the buy-out in 2016. He has
worked for RBS Insurance and NMB-Heller.

Chartered accountant Andrew Hey is
head of underwriting. Previously at GE
Commercial Finance, Centric Commercial
and Shawbrook, he joined IGF in 2018.

John Allbrook joined as non-executive
chairman in 2019. He has worked for
GE Capital and Syscap, and is currently
chairman of biotech group Cellesce.
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Crown preference that came into force at
the start of December (see In preference?,
pages 26-27). HMRC will have priority
over floating charge assets. “Certainly we
will need to be quicker to react,” he adds.

IGF competes with all the big banks,
and Onslow expects to see them
continue to move on some of their
loan book, with more migration to
alternatives. “The opportunity will be
like 2008/2009 but on steroids.”

The distressed loan markets will be
busy as the economy struggles after
COVID-19. An increasing number of
direct funds are likely to be active in
distressed situations, he says.

Matt Shepherd, IGF’s commercial
director, says IGF has always been open to
work with private equity firms that back
‘distressed’ companies: “I would imagine
those firms are going to be incredibly busy,
and we’re already looking at a number that
do deals in that area. They move quickly by
necessity, which plays well to what we do
- namely, short lines of communication,
rapid decision-making and certainty,
which is what they need.”

Shepherd predicts that we will only
really begin to see the full longer-term
impact of the crisis “once the seatbelts

LIFE DURING LOCKDOWN

How has IGF coped with the crisis - both

the March lockdown and more recent
restrictions across the UK in response
to the second wave? Interestingly, and
fortuitously, it was working on a
business continuity plan as the
pandemic began to unfold, just prior
to the country going into lockdown.
"It has been a strange crisis in many
ways of course, but also in the sense
that we had advance warning of it. We

tested everything remotely, and it meant

we didn't miss a beat - never missed a
client payment. Everyone worked very
well from home, and now it's changed
our thinking about how we can work.”
Coronavirus Business Interruption
Loan Scheme-accredited lenders like
IGF had to quickly understand the rules
of engagement. There was a 120-page
manual to digest, including “about 50
pages of frequently asked questions”.
"We, along with lots of institutions,

truncated a project that probably would
have taken at least six months and put it

in place within a matter of weeks,” says

“The 'distressed’ equity
houses move quickly by
necessity, which plays
well to what we do - short
lines of communication,
rapid decision-making
and certainty”

are off and payment holidays end.
Bounce Back Loans and Coronavirus
Business Interruption Loan Scheme will

all need working through. When we get to

do some acquisition work, then we’ll see
just how restructuring of government
guaranteed loans plays through. We’ll
have to cross that bridge when we come
to it - but that may be a little while yet.”
‘Traditional’ M&A coming back is
crucial, says Shepherd. He is confident
it will. “We are certainly starting to see
more transactions coming through.
There are green shoots. Given where
we were in June, momentum seems
to be picking back up. We see an
opportunity to have a big impact in

Onslow. “We got an extra allocation of
£30m, which has been fully used now.”
In the second half of lockdown, IGF
looked at all of its processes and how it
might emerge. “Like many businesses,
COVID-19 has accelerated our thinking
in terms of what we intend to do.”
Small-ticket business had fallen away
over the four years since the buy-out and
been replaced by larger transactions.
Onslow said they had already decided
to accelerate the demise of that book.
“During lockdown, we went to market
and found those clients new homes.
We wanted to make sure we did that for
them, because we really wanted to
maintain trust for how we operate in
the marketplace. Doing the right thing
is always important, it's one of our core
principles - more so now than ever.”

£30m

Extra loan allocation secured by IGF for a client
“within a matter of weeks"” at start of lockdown
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funding these types of transactions in
the next 12 months.”

Shepherd says he expects that carve-
outs from corporates will provide M&A
deal flow, which they will be able to
provide funding for. “Plcs will be divesting
non-core businesses, and IGF is uniquely
placed to support this activity. That also
plays very well to what we do.”

He also says business owners will be
looking at equity release, in part because
of what they will have experienced
through COVID-19.

“I suspect there are quite a few
individuals and families who wish they
had taken money off the table before
this crisis happened,” he says. “We’ve got
a couple of deals already whereby the
owner is wanting to take some money off
the table but wants to stay involved to an
extent. And I think we will see quite a few
more of those.”

No matter what the future holds, the
discipline that in four short years has
taken IGF to where it is today will stay
at the heart of how it does business.

“I’'m never happy walking away from
deals,” says Onslow. “But if they are not
right for us because of risk or price, we
simply won’t do it.” @

THE ‘B WORD

“What Brexit means to business very
much depends on what any deal or
no deal looks like,” says John Onslow.
“On a personal note, | have no idea
why even a Brexit-supporting
government didn't decide to extend
the transition period for a year. No
sensible person was going to take on
COVID-19 and Brexit.”

One IGF client imports Italian food
for Italian restaurants in London.
“Their business could potentially
disappear,” says Onslow.

“Some businesses will benefit from
Brexit, just as some have done well
because of COVID-19. And you have
got all points in between.”

In industries where there will be
tariffs on certain imported products,
those companies will have to borrow
more or look at trade finance.

“From a purely selfish perspective,”
says Onslow, "there’s going to be
an intriguing opportunity, but
overall it is just more frustration
for business.”
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