








The selling
game Sellers have different ways of packaging

up debt portfolios and trying to achieve
the best prices for their assets. 
Heather Greig-Smith takes a look at 
the practicalities of the process

“It is vital that you get the timing of a
sale right – you don’t want to go to
the market at the same time as 15

other companies,” comments one mobile
phone credit manager. In this market that
could become an issue as the year con-
tinues. Relatively few portfolios have
come to market so far and commentators
speculate that banks may soon rush to
get debts off the balance sheet.

Others aren’t so sure. Val McCarren,
head of debt management for Co-opera-
tive Financial Services, says the bank has
been selling debt for five years but has
gone back to placement with agencies
because of the fall in prices. 

“Three years ago it made a lot more
sense to sell at charge off rather than
place with agencies because we were
getting such good prices. Now it makes
sense just to place debt. You could argue
that means we’re taking the risk, but
even taking that into account, it’s better
to place the debt,” she says.

McCarren says Co-op is not reliant on
the process. “We’ve done a couple of tac-
tical sales that have unlocked value in
our books, but we’re not a slave to debt
sale,” she says. Even when the bank was
selling a lot of debt, it placed 20 per cent
to track recovery rates.

It’s now been a few months since Co-
op tested the market and it had fewer
bidders than expected. “That revealed
that prices have fallen to a point where
we don’t want to sell. It may be 2010
before we try again,” she adds. “Debt
recovery curves and lack of funding are
the reasons prices aren’t good – I don’t
see how that will go away short term.”

Most UK debt sales are run across two
rounds, a process developed by broker
TDX and widely emulated, whether they
are conducted on the phone, by fax, email
or online. To be included buyers must be
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You can bid low if
you are busy, but
the people who are
hungry buy it. But
generally we want
the relationship
with the seller”

“
Phil Wilding: Equidebt

willing to go above a floor price and they
sign a non-disclosure agreement. Con-
tracts are agreed in advance and due dili-
gence conducted before the bidding
begins.

“The sellers that are sophisticated
realise that if you’re going to take on their
obligations they want you to be as
informed as possible,” says Zach Lewy,
chief executive of debt buyer Arrow Glob-
al. “Banks have all adapted their own
processes and will have things that they
will or won’t allow you to do post-sale.”
For example, this may include a require-
ment not to litigate against customers. 

In a normal scenario, the first round of
bids can take around a week as buyers
analyse the portfolios and put in their ini-
tial pricing for the different segments on
offer or the whole book. They may then
be given feedback on the process and
told where they rank – though not the
pricing differential. The second round can
be done more quickly.

Oliver Betts, head of asset sale at TDX,
says the bidding process is a negotiation
and the two round system allows plenty
of room for discussion to move the price
up. “We’re trying to sell very complex
assets and the view of value that poten-
tial purchasers hold varies massively.
The opportunity to have dialogue with the
purchasers is key,” he says. “You need to
understand what drives them.”

Segmentation of portfolios
Whereas historically in the US large port-
folios were sold and split up into smaller
chunks and sold on by buyers, TDX
prefers portfolio segmentation by sellers,
allowing them to increase returns. “What
we’ve done is segment the portfolio up
front which drives all the value back to
the seller,” says Betts.

He says the number of segments
depends on market conditions: such as
how much money is available in the mar-
ket, the size of spend purchasers have,
their capacity in terms of the number of
accounts they can take on operationally,
and also characteristics of the portfolio
that appeal to purchasers and unlock
value – such as clarity on the quality of
the debtor.

Lewy says this “democratisation of
selling” has opened up the market. “A
small agency can buy a £200,000 seg-
ment, which brings more buyers into the
process and that has helped the sellers a
lot,” he adds.

However, it isn’t necessarily popular
with buyers. “We started pushing back
against that and refused to participate in
auctions that were too fragmented,” says

Lewy. “We’d bid for the whole thing but
decided not to participate in segments. I
have sympathy for the creditor’s point of
view – but do they want to work with 20
buyers who have small segments or a
small number of larger buyers?”

Betts says the market has seen a
reduction in level of appetite and funding
– there are fewer players with less money
to spend. “You try to position the portfo-
lios in such a way to increase the proba-
bility you can transact,” he says. “Quite a
few of the key purchasers are refinancing
but you do have some stable purchasers
who have well-established funding lines
and timed things well, getting funding
sorted at the back end of last year.”

Increasingly, sellers are also looking
for best value rather than best price –
concerns over their reputation feature
highly.

Relationships are crucial 
But how do creditors decide which kind of
sale process to use? One creditor has

tried both online and offline auctions and
prefers the offline route: “We tried 
an online auction on one occasion and
had negative feedback from buyers –
some of them aren’t interested if it’s an
online auction. It’s a very clinical process
and you don’t get a dialogue with them.”

He adds: “As a seller I felt I was miss-
ing the opportunity to go back and nego-
tiate – you might think the portfolio is
worth more and want to talk to them
about that. Plus, from the buyer’s point of
view, if you’re going to be spending many
millions on a portfolio you want to have a
conversation.”

When it comes to conducting its sales,
Co-op originally started with a “relation-
ship approach”, selling to parties familiar
with its debt. To make sure this was
achieving the best prices, it once used a
broker to sell a portfolio. “We have a
blended approach now. We use an online
bidding process but it tends to be bidders
we have a relationship with,” says
McCarren. “When we went through the
process with a broker we felt that [con-
tact] was missing and ended up doing it
ourselves – talking to bidders and driving
up prices.”

She says it is difficult to establish what
is happening in the market as there have
been suggestions that some buyers who
haven’t got the cash are bidding because
they don’t want to be excluded or are try-
ing to get an “absolute steal”.

Phil Wilding, director at debt purchas-
er Equidebt, says online auctions can
work well for forward flow sales where
there is an established panel bidding on a
monthly basis. “You can bid low if you’re
busy, but the people who are hungry buy
it,” he says. “But generally we want the
relationship with the seller. An auction
where you are constantly chipping up is
not the right thing for forward flow as it is
much more of a DCA-style relationship.”

One seller, believed to be RBS, has
conducted an online reverse auction,
where the prices fall and buyers push the
button when it reaches a price they are
prepared to pay. 

“One creditor reversed the type of auc-
tion. We were successful in one of those
sales but it wasn’t the right way to do it.
In an auction if someone outbids you you
still have the chance to move up but in a
reverse auction as soon as you get to the
number you have to strike,” says Wilding.

Ultimately, many of these tactics work
only in a busy market. “It’s not a bad idea
if you have 80 hungry wolves sitting there
ready to pounce but not if there are five or
six people waiting for it to get cheap
enough,” says Lewy.  CT
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for Innovation
for Service
for Quality

1st Credit offers a real depth of understanding and experience to help clients 
control their assets and improve their collections performance.

1st Credit has pioneered powerful sales ledger management and debt collections services. 
The result: highly effective, bespoke, performance-driven solutions.

Financing significant acquisitions of slow and non performing consumer and commercial 
debt portfolios, 1st Credit has ascended to the pinnacle of the Debt Purchase industry.

With over £5 billion worth of accounts currently under management our existing valued 
clients have already realised the advantages of working with 1st Credit.

Call Charles Holland on 01737 228 560 or email cholland@1stcreditltd.com

1stcreditltd.com
The Omnibus Building, 
Lesbourne Road, 
Reigate, Surrey, RH2 7JP



Welcome to a
world of difference
in Debt Purchase.

OUTSOURCED COLLECTIONS MANAGEMENT     CONTINGENCY COLLECTIONS      DEBT PURCHASE      TRACING

Call us on: 0871 244 2780
or email: info@apexcm.co.uk quoting ‘fresh’’

www.apexcm.co.uk

Debt sale today is not just about
achieving a good price.  It is
also about finding an active
purchaser whom you can trust
to manage your reputational
risk. Apex Credit Management
is just such a business. Our
rapidly growing team is helping
financial services clients of all
sizes to collect arrears, from
tracing to outsourced support
and from debt purchase to face
to face arrears counselling. We
combine a well-trained, energetic

team with class leading
technology and an absolute
commitment to the very highest
ethical standards.

At Apex we care about treating
customers fairly and with dignity;
it is an approach that delivers
outs tand ing  success in
collections activity and reputation
management. Come and meet
us and see for yourself why we
are growing so quickly. Our door
is always open.




