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Oportun Financial Corporation
(OPRT, Buy, $27.00 PT)

Meeting with CFO Coblentz Highlighted by Discussion of Tailwind from
California Rate Cap Law, Potential Industry Shakeout; Raising PT to $27

WHAT YOU SHOULD KNOW: We are reiterating our Buy recommendation on
Oportun Financial Corporation (OPRT) while raising our price target to $27 (from
$22) based on 7.5x our FY21E adjusted earnings per share of $3.60. Our
constructive view of OPRT was affirmed by our meeting last week with CFO Jonathan
Coblentz at the company’s headquarters in San Carlos, California. Among the topics
that Coblentz discussed during the meeting were the potentially positive impact on
OPRT of a recently enacted California law capping the interest rates on some
personal loans, the status of the company’s roll-out of new auto loan and credit card
products, and management’s options for expanding the company’s footprint across
the U.S. Among our takeaways from the meeting were the following:

= While OPRT already has a strong market presence in California, which was the
source of 61% of the company’s owned principal balance as of September 30,
Coblentz noted that it is well positioned to benefit from the enactment in
October of Assembly Bill 539, which amended portions of the California
Financing Law (CFL) in several ways including the establishment of an interest
rate cap of 36% plus the federal funds rate on loans of between $2,500 and
$10,000 and a prohibition on CFL licensees issuing loans within that size range
with terms of less than 12 months. OPRT issues loans of between $300 and $10K
with an average loan size of $3,832 as of September 30. Unlike many of the other
personal lenders in the state, who have been originating more than 350K loans
per year with triple-digit annual percentage rates, OPRT as of the end of 3Q19
had an average APR of 34% and an average loan term of 32 months.

= The business models of the California personal lenders who extended those
more than 350K loans will be changed significantly when AB 539 goes into effect
on January 1, such that some of them may be forced to curtail their activity or
exit a space in which the high-interest loans in question have been providing
them with S1bn per year in interest and fees in aggregate. As such, OPRT, which
generated about $574mm in total revenue during the 12 months ended
September 30, could meaningfully move the needle on its top line by capturing
even a modest portion of the interest and fees that may soon be up for grabs.

= Coblentz pointed to OPRT’s recent disclosure that during 4Q19 it had launched a
beta version of its new credit card — one of the new verticals in which the
company is seeking to augment its growth through an extended relationship with
its personal loan customers — which was earlier than the 1Q20 launch that
management had targeted during the lead-up to its September IPO.
Management continues to view credit cards as a particularly fertile area for
growth inasmuch as about 50% of OPRT’s personal loan customers have gone on
to be issued credit cards by other firms.

= Coblentz noted that OPRT, which is currently offering personal loans in 12 states,
was in discussions regarding bank partnerships, and management would provide
an update on their progress as part of the company’s 4Q19 report in February.

= Valuation: Our $27 price target for OPRT is based on 7.5x the company’s FY21E
adjusted earnings per share of $3.60. The multiple we employ is based on
comparable company analysis.
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COMPANY DATA

Closing Price: $21.01
Price Target: $27.00
Market Cap (SM): 605.09
Shares Out (M): 28.8
Avg Daily Vol - 3 Months (M): 0.11
Dividend/Yield: $0.00/0.0%

Previous Current
Rating Buy Buy
Price Target $22.00 $27.00
FY19E EPS $2.18 $2.18
FY20E EPS $2.51 $2.51
FY19E Rev. (M) $598.63 $598.63

Diluted EPS (Adjusted)

FY Dec 2018A 2019E 2020E
Q1 - - 0.26
Q2 - - 0.64
Q3 - 0.64 0.69
Q4 - 0.65 0.91
Calendar EPS - 2.18 2.51
Calendar P/E - 9.6x 8.4x
FY Dec 2018A 2019E 2020E
Ql 112.85 138.30 172.77
Q2 117.20 142.60 181.25
Q3 128.48 153.88 194.79
Q4 139.01 163.85 217.21
FY 497.54 598.63 766.03

Source: IDC, BTIG Estimates and Company Documents
($ in millions, except per share amount)

PLEASE READ: IMPORTANT DISCLOSURES AND ANALYST’S CERTIFICATION APPEAR IN APPENDIX WWW.BTIG.COM
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Investment Thesis

We believe Oportun (OPRT) is well positioned to continue to be a standout in the U.S. personal loan space by leveraging
its unique technology platform to deliver a compelling combination of robust loan growth and relatively low net charge-
off (NCO) rates that should drive increasing profitability and share price appreciation. The company’s pending launch of
two new verticals — auto-secured loans and credit cards — will position it to augment its growth through an extended
relationship with its personal loan customers.

Upcoming Catalysts Price Performance
= Launch of different iterations of auto loan product, and auto-secured loan — OPRT 2012
product in particular. SPX
= Continued roll-out of co-branded credit card product. 2.8
= Announcements of new bank partnerships enabling OPRT to more quickly expand 19.66
its footprint in the U.S.
17.43
15.20
12.97
Base Case Assumptions
Source: IDC
= Qur $27 price target for OPRT is based on 7.5x the company’s FY21E adjusted
earnings per share of $3.60. Company Description
= We assume OPRT will generate a pro forma revenue CAGR of 26.7% and an
adjusted earnings growth CAGR of 34.7% from 2018-2022. Oportun Financial Corporation
(Nasdaq: OPRT) provides
unsecured, fully amortizing
installment loans with fixed
payments and fixed interest rates
to customers who either lack a
Upside Scenario credit history/credit score or are
“mis-scored” inasmuch as
= OPRT’s core business grows at a faster-than-expected pace as regulatory traditional credit scores fail to
pressures impacting alternatives to the company’s personal loans give rise to reflect their creditworthiness.
increased demand.
= OPRT’s secured-auto lending and credit card units are each launched successfully
and drive more incremental growth than we are anticipating. The stock trades up
to $31.
Downside Scenario
= OPRT’s net charge-off (NCO) rate rises in the face of an economic downturn,
exceeding 9% (the high end of management’s projected range) and negatively
impacting the company’s risk-adjusted return and earnings.
= An economic downturn causes the securitization market to become more
challenging, making it more difficult for OPRT to access the capital required to
fund its loan origination growth. The stock trades down to $12.
BTIG, LLC Mark Palmer (212) 588-6582 www.btig.com
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Coblentz observed that bank partnerships represented a much easier path to potentially establishing OPRT’s
presence in all 50 U.S. states than the pursuit of state licenses. He said that while the company had a strong track
record of entering new states by gaining approval of state licenses — it had expanded from three states to 12 during
the three-year period ended in 2018 — that approach was time-consuming as it involved engineering and
compliance work that was state-specific. OPRT ultimately wanted to have a simple, unified product set applicable
across multiple bank partnerships that would help to significantly accelerate its geographic expansion, he said. At
the same time, he noted, the roll-out of the company’s new credit card product would provide OPRT with access to
all 50 states.

Coblentz said regarding OPRT’s new credit card that management during 2020 would be focused on building a
portfolio large enough to provide statistical significance that would help them to become comfortable that the
product was ready to be launched at scale. He noted that OPRT’s efforts had been aided by the fact that many
members of its risk management team had previously worked in the credit card industry and had repurposed their
skills when they joined the company and shifted their focus to personal loans.

Coblentz said OPRT's roll-out of its planned suite of auto loan products was on track. Management during the
company’s 3Q19 conference call on November 12 had said testing of a purchase auto loan product had met all
milestones they had laid out while at low volume, and the CFO said it had recently launched a refinancing auto loan
test. With that said, Coblentz noted that management viewed OPRT’s biggest opportunity in the space as the
launch of auto-secured personal loans, adding that they intended to use their learnings from the purchase and refi
loan tests to refine their push into that product line.

Coblentz acknowledged that investors viewed the 2020 U.S. Presidential election as presenting a risk to the
personal loan industry as the Consumer Financial Protection Bureau (CFPB), which had been benign toward the
space during the Trump Administration, could become more aggressive with a different occupant of the White
House. The CFO noted that OPRT CEO Raul Vazquez had observed that the company’s build-out had taken place in
large part during the Obama Administration and had grown rapidly during its tenure. It then performed even better
during the first three years of the Trump Administration, demonstrating that its growth was not dependent on
which way the political winds were blowing. Coblentz noted that OPRT on December 4 had announced that it had
been certified as a Community Development Financial Institution (CDFI) by the U.S. Treasury Department for the
10th straight year. As we noted in our initiation of coverage of OPRT on October 21, we believe the CDFI
certification positions the company as a solid corporate citizen less likely to attract negative scrutiny from
regulators and other government authorities while making its shares more attractive to investment funds seeking
stocks of socially responsible companies.

P/E
Company Ticker Rating Price 2019E 2020E 2021E
Regional Management RM Buy, $36 PT $30.65 8.7x  73x  6.4x
Enova International ENVA Not Rated $23.65 5.8x 5.2x 4 .8x
OneMain Holdings OMF Buy, $49 PT $44.09 6.8x 6.5x 6.0x
Source: FactSet Estimates 12/22/2019
Mark Palmer (212) 588-6582 www.btig.com
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Income Statement

Oportun - Income statement Sep-20

S m 3Q20E

Interestincome 3279 102.2 105.9 124.8 448.8 126.7 129.8 1393 148.0 543.7 160.3 167.1 178.2 196.4 702.1 208.5 2157 2276 246.7 898.4
Non-interestincome 33.0 10.7 113 14.2 48.8 116 12.8 146 159 54.9 125 14.2 16.6 20.8 64.0 152 173 20.1 249 77.5
Total revenue 361.0 112.8 117.2 139.0 497.5 138.3 142.6 153.9 163.8 598.6 172.8 181.3 194.8 217.2 766.0 223.7 233.0 247.7 271.5 975.9
Less: Interest expense 36.4 10.8 109 133 46.9 146 146 155 171 61.8 18.0 18.8 200 221 78.9 235 242 255 27.6 100.8
Less: Provision (release) for loan losses 98.3 8.1 4.4 7.1 -3.5 16.1 -0.4 -3.0 -0.4 0.0 -3.8 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net increase (decrease) in fair value 0.0 24.1 16.8 -6.9 -11.1 229 -25.4 -28.8 -24.3 -19.2 -97.7 -39.6 -30.2 -31.3 -32.7 -133.8 -40.3 -40.7 -41.7 -43.2 -165.8
Net revenue 226.2 118.0 118.7 102.6 118.0 457.4 98.7 102.2 114.5 127.6 442.9 115.2 132.3 143.5 162.4 553.4 160.0 168.2 180.5 200.8 709.4
Technologies and facilities 70.9 199 19.7 209 224 829 21.6 244 26.8 279 100.6 294 31.0 339 36.9 131.2 38.0 39.6 421 46.2 165.9
Sales and marketing 58.1 15.4 17.8 209 235 77.6 213 231 247 27.0 96.2 276 29.0 31.2 348 1226 352 36.7 379 415 151.4
Personnel 472 14.8 152 16.0 173 63.3 189 189 28.7 288 95.3 294 299 30.2 32,6 1221 336 349 371 40.7 146.4
Outsourcing and professional fees 31.2 12.9 10.2 12.9 16.8 52.8 135 13.2 16.0 16.1 58.8 16.9 16.8 20.3 213 75.2 21.8 216 25.8 26.6 95.8
G&Aand other 16.9 2.7 2.1 29 31 10.8 34 3.6 3.8 4.1 149 43 4.5 4.9 54 19.2 5.6 5.8 6.2 6.8 244
Total operating expenses 224.2 65.6 65.0 73.5 83.2 287.4 78.7 83.2 100.1 103.9 365.8 107.6 1112 120.4 131.0 470.2 134.3 138.6 149.2 161.8 583.9
Income before taxes 2.1 52.4 53.7 29.1 34.8 170.0 20.0 19.0 14.4 23.7 77.1 7.6 21.1 23.0 31.4 83.2 25.7 29.5 31.3 38.9 125.5
Income tax expense (benefit) 123 14.0 149 8.2 9.5 46.7 54 51 4.4 6.4 213 2.0 57 6.2 8.5 225 6.9 8.0 8.5 105 339
GAAP Net Income (loss) -10.21 | 38.37 38.80 20.84 25.27 | 123.28 | 14.60 13.90 10.03 17.30 55.83 5.54 15.40 16.82 22.96 60.72 18.77 21.56 22.88 28.41 91.61
Fair Value Pro Forma adjustment -329 -18.7 -6.5 -4.4 -2.5 -1.8 -15.2 -1.3 -0.3 -0.1 0.0 -1.6 0.0 0.0 0.0 0.0 0.0
Fair Value Pro Forma Net income 5.50 20.10 8.10 9.50 7.55 15.52 40.67 4.25 15.13 16.74 22.96 59.07 18.77 21.56 22.88 28.41 91.61
Adjusted Pro Forma Fair Value Net Income 36.00 6.70 21.30 44.30 9.60 10.90 15.32 18.76 54.58 7.62 18.61 20.16 26.44 72.83 22.20 24.96 26.31 32.18 | 105.65
Adjusted Pro Forma Fair Value EPS $ 064 $ 065|$ 2.18|S$ 026 $ 064 $ 069 $ 091 |$ 251|%$ 076 $ 0.8 S 0.89 $ 1.09|$ 3.60
Diluted Shares Outstanding 23.900 28.80 25.00 28.89 28.97 29.06 29.15 29.02 29.23 29.32 29.41 29.50 2937
Adjusted Metrics:

Fair value pro forma netincome 5.5 20.1 8.1 9.5 7.6 15.5 40.7 4.2 15.1 16.7 23.0 59.1 18.8 216 229 28.4 91.6
Income tax expense (benefit) 2.1 7.6 3.0 3.5 33 5.9 15.7 1.7 56 6.2 8.5 22.0 6.9 8.0 8.5 10.5 339
Stock based compensation expense 1.5 1.7 2.0 2.0 11.2 4.3 19.4 4.5 4.7 4.7 4.8 18.7 4.7 4.7 4.7 5.2 19.2
FV Pro Forma Adjusted Income Before Tax 9.1 29.4 13.1 15.0 22.0 25.7 75.8 10.4 25.5 27.6 36.2 99.8 30.4 34.2 36.0 44.1 144.7
Normalized income tax expense 2.4 8.1 3.5 4.1 6.7 6.9 21.2 2.8 6.9 7.5 9.8 269 8.2 9.2 9.7 119 39.1
Adjusted Pro Forma Fair Value Net Income 36.0 6.7 21.3 443 9.6 10.9 15.3 18.8 54.6 7.6 18.6 20.2 26.4 72.8 22.2 25.0 26.3 32.2 105.6
Fair value pro forma netincome 5.5 20.1 8.1 9.5 7.6 15.5 40.7 4.2 15.1 16.7 23.0 59.1 18.8 216 229 28.4 91.6
Income tax expense 21 76 3.0 35 33 5.9 15.7 17 56 6.2 8.5 220 6.9 8.0 8.5 105 339
Depreciation and amortization 2.8 29 2.9 3.2 3.6 3.6 133 3.8 4.0 4.3 4.8 16.9 4.9 5.1 5.4 6.0 215
Stock based compensation expense 15 1.7 2.0 2.0 11.2 43 19.4 4.5 4.7 4.7 4.8 18.7 4.7 4.7 4.7 52 19.2
Orignation fees for fair value loans, net 0.6 -0.9 0.8 -0.4 -0.9 0.0 -0.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Fair value mark to market adjustment 3.8 -10.2 2.1 2.1 -6.1 -13.8 -15.8 123 -3.3 -5.1 -8.4 -4.5 -1.9 -3.4 -5.3 -8.6 -19.1
Adjusted Pro Forma Fair Value EBITDA 473 16.3 21.2 74.3 18.9 19.9 18.6 15.5 72.8 26.5 26.2 26.8 32.6 112.1 33.5 35.9 36.2 41.4 147.1
Source: BTIG Estimates and Company Reports
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OPORTUN FINANCIAL CORPORATION (OPRT, Buy, $27.00 PT; Current Price: $21.01; Analyst: Mark.Palmer)
REGIONAL MANAGEMENT CORP. (RM, Buy, $36.00 PT; Current Price: $30.65; Analyst: Giuliano.Bologna)
ONEMAIN HOLDINGS, INC. (OMF, Buy, $49.00 PT; Current Price: $44.09; Analyst: Giuliano.Bologna)
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Appendix: Analyst Certification and Other Important Disclosures

Analyst Certification

I, Mark Palmer, hereby certify that the views about the companies and securities discussed in this report are accurately
expressed and that | have not received and will not receive direct or indirect compensation in exchange for expressing specific
recommendations or views in this report.

I, Andrew Harte, hereby certify that the views about the companies and securities discussed in this report are accurately
expressed and that | have not received and will not receive direct or indirect compensation in exchange for expressing specific
recommendations or views in this report.

Regulatory Disclosures

Ratings Definitions

BTIG LLC’s (“BTIG”) ratings, effective June 12, 2017, are defined as follows:

BUY — A security which is expected to produce a positive total return of 15% or greater over the 12 months following the
recommendation. The BUY rating may be maintained as long as it is deemed appropriate, notwithstanding price fluctuations
that would cause the target to fall outside of the 15% return.

SELL — A security which is expected to produce a negative total return of 15% or greater over the next 12 months following
the recommendation. The SELL rating may be maintained as long as it is deemed appropriate, notwithstanding price
fluctuations that would cause the target to fall outside of the 15% return.

NEUTRAL — A security which is not expected to appreciate or depreciate meaningfully over the next 12 months.

NOT RATED - A security which is not rated or covered by BTIG.

UNDER REVIEW - Effective immediately, coverage of the following securities is Under Review. Ratings, price targets,
disclosures, and estimates for the companies listed below are suspended and should no longer be relied upon.

Distribution of Ratings and Investment Banking Clients

BTIG must disclose in each research report the percentage of all securities rated by the member to which the member
would assign a “buy”, “neutral” or “sell” rating. The said ratings are updated on a quarterly basis. BTIG must also disclose
the percentage of subject companies within each of these three categories for whom the member has provided investment
banking services within the previous twelve months. Stocks under coverage as of the end of the most recent calendar

quarter (September 30, 2019): 299

|u |H

Distribution of BTIG’s Research Recommendations (as of September 30, 2019):
BUY: 65.6%; NEUTRAL: 33.1%; SELL: 1.3%

Distribution of BTIG’s Investment Banking Services (as of September 30, 2019):
BUY: 28.6%; NEUTRAL: 12.1%; SELL: 0.0%

For purposes of FINRA ratings distribution rules, BTIG’s stock ratings of Buy, Neutral and Sell fall into Buy, Hold and Sell
categories, respectively.

Company Valuation and Risk Disclosures

Oportun Financial Corporation (OPRT, Buy, $27.00 PT)

Valuation: Our $27 price target for OPRT is based on 7.5x the company’s FY21E adjusted earnings per share of $3.60. The
multiple we employ is based on comparable company analysis.

Risks: Risks associated with our price target include credit risks, dependence on capital markets, regulatory changes,
competition, macroeconomic risks, and geographic concentration.

Company-Specific Regulatory Disclosures

BTIG LLC expects to receive or intends to seek compensation for investment banking services in the next 3 months from:
Oportun Financial Corporation (OPRT)

BTIG, LLC Mark Palmer (212) 588-6582 www.btig.com

6


http://www.btig.com/
http://www.btig.com/

BbIG

BTIG LLC has received compensation for investment banking services in the past 12 months from:
Oportun Financial Corporation (OPRT)

BTIG LLC had an investment banking services client relationship during the past 12 months with:
Oportun Financial Corporation (OPRT)

BTIG LLC managed or co-managed a public offering of securities in the past 12 months for:
Oportun Financial Corporation (OPRT)

Other Disclosures
Additional Information Available Upon Request

General Disclosures

Research reports produced by BTIG LLC (“BTIG”) are published for and intended to be distributed solely to BTIG institutional
and corporate clients. Recipients of BTIG reports will not be considered clients of BTIG solely because they may have
received such BTIG report.

To the extent recipient accesses BTIG research, whether on a BTIG research website or through a third-party platform, BTIG
is able to search, filter, download and review information on the readership of BTIG’s research, including the specific
research consumed and the name, company name, email address and, in certain circumstances, the location of the
individual who accessed the research (the “Readership Information”). Recipient consents to BTIG’s receipt of the Readership
Information, including receipt of that information from a third party.
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The research analyst(s) responsible for the preparation of this report receives compensation based upon a variety of factors,
including the quality and accuracy of research, internal/client feedback, and overall Firm revenues.

BTIG reports are based on public information and BTIG considers the same to be reliable, comprehensive information, but
makes no representation or warranty that the reports are accurate or complete. BTIG opinions and information provided in
this report are as of the date of the report and may change without notice. An issuer may be classified as “Under Review” or
“Research Restricted”. In these cases, investors should consider any previous investment recommendation and/or rating to
a subject company/issuer to no longer be current and should not be relied upon nor considered a solicitation.

This research report is not an offer to buy or sell or solicitation of an offer to buy or sell any security in any jurisdiction
where such an offer or solicitation would be illegal. This research report was not drafted specifically for any particular
individual or entity and is not a personal recommendation to participate in any particular trading strategy or transaction.
Any recipient of this research report should obtain independent advice specific to their personal circumstances before
undertaking any investment activity and must make their own independent evaluation of any securities or financial
instruments.

Facts, views or opinions presented in this report have not been reviewed by, and may not reflect information known to,
employees or other professionals in the “BTIG Group” (BTIG Group includes, but is not limited to, BTIG and its parents,
subsidiaries and/or affiliates). BTIG Group employees, including Sales Representatives and Traders, may provide oral or
written commentary or advice that may be inconsistent with the opinions and/or views expressed in this research report.
BTIG Group employees and/or its affiliates not involved in the preparation of this research report may have investments in
securities or derivatives of securities of companies mentioned in this report that are inconsistent with the views discussed in
this report.

Investors in securities products bear certain risks in conjunction with those investments. The value of, and income from, any
investments may vary because of changes in interest rates or foreign exchange rates, securities prices or market indexes,
operational or financial conditions of companies or other factors within or beyond the companies’ control. Recipient of the
research reports should be aware that investments in securities may pose significant risks due to the inherent uncertainty
associated with relying on forecasts of various factors that can affect the earnings, cash flow and overall valuation of a
company. Any investment in securities should be undertaken only upon consideration of issues relating to the recipient’s
overall investment portfolio and objectives (such as diversification by asset class, industry or company) as well as time
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horizon and liquidity needs. Further, past performance should not be taken as an indication or guarantee of future
performance, and no representation or warranty, express or implied, is made regarding future performance. There may be
time limitations on the exercise of options or other rights in any securities transactions.

Investing in foreign markets and securities, including ADRs, is subject to additional risks such as currency fluctuation, limited
information, political instability, economic risk, and the potential for illiquid markets. Investing in emerging markets may
accentuate these risks. Non-U.S. reporting issuers of foreign securities, however, may not make regular or complete public
disclosure relating to their financial condition or the securities that they issue.

The trademarks and service marks contained herein are the property of their respective owners. Third-party data providers
make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data they
provide and shall not have liability of any damages of any kind relating to such data. The report or any portion hereof may
not be reprinted, sold or redistributed without the written consent of BTIG. This report is intended only for use by the
recipient. The recipient acknowledges that all research and analysis in this report are the property of BTIG and agrees to
limit the use of all publications received from BTIG within his, or her or its, own company or organization. No rights are
given for passing on, transmitting, re transmitting or reselling the information provided.
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Jurisdiction and Dissemination
BTIG is a U.S. broker-dealer and member of FINRA and SIPC.

BTIG Australia Limited ACN 128 554 601, member of ASIC and ASX; BTIG Hong Kong Limited, an Exchange Participant of
SEHK and licensed and regulated by the SFC; BTIG Ltd, member of the LSE, authorized and regulated by the FSA; and BTIG
Singapore Pte Ltd, registered and licensed with MAS; are all separate but affiliated entities of BTIG. Unless governing law
permits otherwise, you must contact a BTIG entity in your home jurisdiction for further information, or if you want to use
our services in effecting a transaction.

Issued and approved for distribution in the UK and EEA by BTIG Ltd. to eligible counterparties and professional clients only.
Issued and distributed in Australia to “wholesale clients” only by BTIG Australia Limited. In Singapore and Hong Kong,
further information may be obtained from BTIG Singapore Pte Ltd and BTIG Hong Kong Limited, respectively.

BTIG, LLC Mark Palmer (212) 588-6582 www.btig.com
8



http://www.btig.com/

