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INVESTMENT MANAGER’S COMMENTARY 
 
 
  

Honeycomb Investment Trust plc (the “Company” or “HONY”) 
delivered a NAV return of 0.66% for the month of September, or 8.0% 
annualised. This completes a strong quarter for Honeycomb with a Q3 
annualised NAV return of 8.3%. 

Net Investment Assets decreased in the month by £30m from 
£619.5m at the end of August to £589.2m at end of September, 
predominantly driven by two repayments in the structured consumer 
portfolio. The first was the repayment of a senior-secured facility 
backed by unsecured consumer loans which has refinanced into a 
new larger syndicated facility with Honeycomb participating but 
resulted in net cash inflow, which will then draw again over the coming 
months. The second was the £16m repayment in full of a senior-
secured credit cards facility at the end of its term.  
 
The pipeline of new opportunities is strong with £500m of well 
progressed deals including a number of upsizes to existing clients. 
Total pipeline exceeds £1bn. The current pipeline has a strong 
positive social and environmental impact focus, including five 
transactions totalling c.£210m in the renewable / electric mobility 
space, reflective of our continued focus on supporting innovative 
lending partners who focus on lending in areas that will accelerate 
environmental and social initiatives.  
 
The net debt-to-equity in the month reduced to 63.4% from 69.8% as 
reduction in Net Investment Assets facilitated a £12m repayment of 
the main leverage facility and increase in cash balance from £21m to 
£33m. 
 
 
Market dynamics driving compelling investment opportunities 
 
Non-bank lending is now an integral part of the lending landscape, providing financing to millions, including those that are 
underserved by high street banks. 
 
The lending market has seen an increase in seasoned underwriters and originators setting up specialised lending platforms, 
giving customers access to a team of experts who maintain longstanding relationships, execute and close quickly, and thus 
benefit from repeat business.    
 
We have seen first-hand the importance of deep sector expertise to navigate the non-bank lending market, by building a network 
of long-term industry relationships enabling a diverse and differentiated deal flow. We recognise the importance of these 
businesses and have focused our strategy on this growing market through providing finance, typically on a senior secured basis.  
 
Due to the fragmented nature of the market and the relationships we build, most of our investments are sourced internally and 
negotiated bi-laterally, with diligence and structuring done in-house by our expert team creating high barriers to entry for other 
capital providers and more sustainable risk and returns. We believe that lenders often prefer to partner with a finance provider 
that has deep expertise and industry knowledge and who has demonstrated a commitment to the market through several cycles.  
 
Our asset-based credit strategy provides finance to the non-banks, predominantly on a senior basis, secured directly against their 
loan portfolio with priority over the customer cash flows. The diversification and granular nature of the underlying loan portfolios 
provides significant risk protection meaning predictable cashflows that support our loan repayments. 
 
Fundamentally, our approach combines the structuring and credit disciplines of Asset-Based Finance “ABF” with those of direct 
lending. The loans are fully covenanted at asset performance and corporate level and are structurally super-senior to the majority 
of the business’ operational expenses.   
 
Whilst public securitisation may at times be used as a comparable strategy versus our offering, from a risk reward perspective it 
is worth highlighting some differentiating factors. Our facilities are predominantly the most senior in the capital structure, ensuring 
we receive ‘the first dollar’ of interest or principal on any facility.  
  

Monthly NAV Return (Annualised) 8.0% 

Monthly NAV Return 0.66% 

YTD NAV Return  6.43% 

ITD* NAV Return 47.8% 

NAV Cum. Income £359.1m 

NAV Ex. Income £358.9m 

Market Capitalisation £342.0m 

Net Investment Assets £589.2m 

Net Debt to Equity 63.4% 

Debt to Equity 72.7% 

Shares in Issue 35,259,741 

Share Price  970.0p 

NAV Cum. Income per Share 1,018.3p 

NAV Ex. Income per Share 1,017.9p 

Premium (Discount) to NAV Cum 
Income 

(4.7)% 

Key Details 
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Note: Securitisation advance rates based on 7 public securitisations in the UK speciality finance sector between 2017 and 2020 and Pollen Street advance rate is determined by 

the weighted average advance against assets in the live Pollen Street secured portfolio (weighted by Net Asset Value) 

 
Negotiated bilaterally, we are able to precisely tailor our facility with conservative leverage ratios that meet our detailed macro- 
economic stress testing and we are able to ensure we structure a comprehensive suite of covenants and have full recourse to 
both the asset collateral as well as the issuing entity together with parental guarantees if required.  
 
On an on-going basis, through proprietary systems, we are able to monitor cash collections on a daily basis, control underwriting 
and adjust our facilities where necessary.  
 
Topics on the horizon 
 
There are a number of macroeconomic risks and concerns in the market currently, and though some may only be transitory, it is 
worthwhile highlighting a few that we are currently monitoring closely. Overall, as we witnessed during the Covid pandemic, the 
Honeycomb Investment Trust portfolio proved to be resilient through the economic turmoil of 2020, and able to continue to collect 
cash and pay dividends.  
 
Looking ahead and towards 2021, the potential impact of inflation across all sectors is worthy of note. On the Consumer side, this 
could lead to borrowers’ affordability worsening, insofar as wage growth inflation outpaces price inflation, which could lead to 
increasing arrears. We are mitigating this by ensuring lenders affordability assessments are being updated to reflect higher non-
discretionary spending. We are also protected as the underlying consumer loan pools are relatively short duration and amortising 
so the portfolios turnover quickly.   
 
For the SME portfolio, the impact of inflation is expected to be minor given our SME exposure is predominantly backed by loans 
benefiting from government guarantees (through the Coronavirus Business Interruption Loans Scheme “CBILS” and the 
Recovery Loan Scheme “RLS”) or short duration working capital loans which provide important protection against stress to the 
underlying borrowers due to rises in operational costs resulting from wage inflation.  
 
On the real estate side, inflationary pressures have grown as supply restrictions imposed by Brexit and the coronavirus pandemic 
has led to building material cost inflation, putting strain on the construction industry both in the UK and across Europe. While this 
inflation is likely to put pressure on development lending, we expect the Honeycomb development portfolio (15% of Net 
Investment Assets) to remain resilient to these factors, supported by robust structural protections, the fixation of build costs 
upfront and strong developer-supplier relationships. All development loans are structured with a buffer in the loan amount to 
absorb cost overruns (~5% of build costs), beyond which this cost is borne by the first loss equity, providing a strong buffer in the 
event of cost overruns.  Furthermore, over 50% of the development loans collateralising our exposures relate to complete builds 
or builds with fewer than 6 months remaining; for these most costs have already been incurred or agreed. For the remaining 
portfolio, costs are typically covered by fixed price contracts, preventing the supply price inflation being passed through to the 
development costs. In the rare occasion that costs are not subject to fixed contracts, we have seen minimal passthrough of cost 
increases to our development partners owing to their long-standing relationships with suppliers. 
 
Looking across to the Energy sector, we would highlight that we have no direct exposure to conventional Energy backed assets, 
and therefore we expect that the impact of price rises in this sector to have limited impact to the portfolio performance.  
 

AAA / AA / A

BBB
Sub-Investment Grade

Senior Loan

Equity 
(Tangible)

Equity (Tangible)

Equity (Goodwill)

SECURITISATION POLLEN STREET

Capital Structure - Securitisation vs Pollen Street comparison1

- Pollen Street on average advances 
c75% against cost 
 

- This is structurally equivalent to holding 
the AAA and other investment grade 
notes in an average specialty finance 
securitisation 

 
- By holding a senior position, we benefit 

from the full “ground up” capital stack 
rather than a subordinated position as 
in the latter investment grade notes 

 
- Further to this, unlike in a typical 

securitisation, our lending typically 
benefits from a full corporate guarantee 
from the parent 
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At a macro level it seems clear that interest rate rises are now on the horizon in both the short and medium term. Honeycomb is 
well positioned with a good natural hedge of floating rate assets and debt. In addition, the Honeycomb portfolio generates strong 
cashflow distributions – approximately £290m in 2019 & 2020 and over £150m YTD in 2021. This allows us to reinvest the 
Honeycomb portfolio at current market rates, as yields and returns adjust accordingly. 
 
Integral to our portfolio management approach is our on-going detailed monitoring process, through our proprietary systems, 
integrated into our lending partners, to provide us with live performance updates. As we saw through 2020, this proactive and 
rigorous approach to the Honeycomb portfolio holds us in good stead as markets face uncertainty, and we believe the portfolio 
continues to offer strong diversification with downside protection for our shareholders. 
 
As we now look ahead to the developing macroeconomic environment post-Covid, we remain confident that our dedicated 
approach and expert team are ever vigilant and prepared for the challenges and opportunities to come.  
 
 
Figure 2 - Composition of Investment Assets        Figure 3 Investment Assets 
 

1 Net Investment Assets 
 
Figure 4 – NAV Stratification  
 
 
 

 
 

1 NAV excluding working capital and debt, stratified by investment structure 
2 NAV excluding working capital and recourse debt, stratified by expected remaining term of each asset 
3 NAV excluding working capital and debt, stratified by average yield of each platform 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 5 – September 2021 Returns Bridge 
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Figure 6– Top 10 Holdings 

 
 
 
 
 
 
 
 
 
 
 
 
Statistics as at 30 September  2021  

1. Direct Portfolios labelled as Senior in structure refer to portfolios of loans that are individually senior secured  

2. In the case of Direct Portfolios, the LTV is against latest underlying collateral values (typically at origination for directly originated assets or at purchase for acquired seasoned 

portfolios). For structured facilities the LTV reflects the maximum advance rate against eligible assets for Oplo Structured and 118118 Loans, and in the case of structured property-

backed facilities, the LTV reflects the look through LTV against the underlying property collateral. Development finance loan LTVs are quoted as the maximum LTGDV at origination. 

3. Net Investment Assets 

 
 

1 UK Agricultural Finance Direct Portfolio   Senior Property 54.8 50% 9.3% 

2 Creditfix Limited Structured Senior Discounted fee  
receivables 53.5 39% 9.1% 

3 Oplo Direct Portfolio 
 

Direct Portfolio  
 

Loan Portfolio Secured Consumer 52.0 54% 8.8% 

4 Sancus Loans Limited  Structured Senior Property 47.8 96% 8.1% 

5 Nucleus Cash Flow 
Finance Limited Structured  Senior SME CBILS 44.9 81% 7.6% 

6 Oplo Structured Structured Mezzanine Secured Consumer  40.3 95% 6.8% 

7 GE Portfolio Direct Portfolio Loan Portfolio Secured Consumer 34.1 61% 5.8% 

8 Downing Development 
Loans Direct Portfolio Senior Property 

 
30.2 63% 5.1% 

9 Queen Street  
 

Structured Senior Property 19.8 75% 3.4% 

10 Amicus Commercial 
Mortgages Direct Portfolio Senior Property 18.8 60% 3.2% 

Percentage of  
Portfolio (3) 

Value of Holding  
at 30-Sep-21 (£m)   

Deal Type (1) Structure Sector LTV (2) 
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Background and Investment 
Objective 
 
Honeycomb Investment Trust plc (the “Company”) operates an asset 
backed credit strategy that delivers stable income alongside strong 
downside protection through providing predominantly senior lending to 
non-bank lenders secured on their underlying loan portfolios. The 
investment strategy is supported by the ongoing structural changes in the 
financial services industry that create a significant opportunity for non-
bank lenders to reach customers who are underserved by mainstream 
banks with bespoke and appropriate products. The investment objective 
is to provide shareholders with an attractive level of dividend income with 
capital preservation.  
 
The strategy aims to generate positive impact around key areas where 
Honeycomb Investment Trust can make a meaningful difference; 
Financial Inclusion, Affordable Housing, Regional Growth & Green 
Housing. 
 
Investment Features 

- 8% targeted dividend on issue price when fully invested and leverage 
applied, payable quarterly. 

-  Investments secured on loan portfolios of non bank lenders 
- Over 40 different investments - a diverse and granular portfolio, no 

single asset / single sector risk 
- Short duration - Average life 2 to 3 years with underlying portfolio typically amortising removing refinancing/ exit risk 
- Investments benefit from tight Covenants and Corporate security 
- Conservative Leverage 

 
 
Performance & Dividend History 

 
 
 
 
 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD ITD*

NAV Return IAS 39 2016 0.04% 0.13% 0.19% 0.92% 0.60% 0.79% 0.68% 0.70% 0.88% 0.89% 0.92% 0.94% 7.85% 7.83%

NAV Return IAS 39 2017 0.69% 0.69% 0.78% 0.62% 1.80%(1) 0.55% 0.65% 0.62% 0.63% 0.61% 0.61% 0.79% 9.11% 17.24%

NAV Return IFRS 9 2018 0.66% 0.59% 0.72% 1.36%(3) 0.56% 0.60% 0.63% 0.67% 0.67% 0.67% 0.65% 0.60% 8.43% 25.12% (2)

NAV Return IFRS 9 2019 0.58% 0.54% 0.67% 0.67% 0.64% 0.65% 0.67% 0.66% 0.66% 0.67% 0.67% 0.67% 7.79% 33.17% (2)

NAV Return IFRS 9 2020 1.62%(4) 0.65% 0.25% 0.42% 0.42% 0.75% 0.61% 0.87% 0.28% 0.58% 0.62% 0.67% 7.71% 41.15% (2)

NAV Return IFRS 9 2021 0.67% 0.64% 0.75% 0.73% 0.77% 0.75% 0.72% 0.71% 0.66% 6.43% 47.78% (2)

Share Price 
Performance** 2016  1.50%  -  -  -  -  -  -  -  -  -  -  0.54%  2.05% 2.05%

Share Price 
Performance** 2017  3.92%  3.72%  0.45%  1.81% (0.89%)  4.93%  2.78%  0.42% (1.24%) (0.84%) (0.63%) (1.49%)  13.42% 15.75%

Share Price 
Performance** 2018 (1.94%)  -  - (1.76%)  -  -  0.90%  -  0.89% (0.44%)  -  - (2.38%) 13.00%

Share Price 
Performance** 2019  -  -  -  - (1.33%) (0.45%)  - (0.45%) (6.33%) (3.86%) (1.51%) (0.77%) (13.94%) (2.75%)

Share Price 
Performance** 2020 (2.13%) (2.13%) (18.48%) (1.33%)  -  1.69%  1.33%  7.21%  12.54%  1.63%  -  0.80% (3.08%) (5.75%)

Share Price 
Performance** 2021  2.92% (1.03%) (2.08%)  2.66% (0.52%)  1.04%  - (1.55%)  1.57%  2.92% (3.00%)

Dividend Per
Share (Pence)***
Dividend Per
Share (Pence)***
Dividend Per
Share (Pence)***
Dividend Per
Share (Pence)***
Dividend Per
Share (Pence)***
Dividend Per
Share (Pence)***

- - 20.00 80.00 292.90- 20.00 - - 20.002019 - - 20.00 -

212.90- 20.00 - - 20.00 80.00

88.00 132.90

2018 - - 20.00 20.00 - - -

- - 20.00 - - 20.00

- 44.90 44.90

2017 - - 23.5 - 24.50**** -

- - - 19.66 - 23.132.112016 - - - -

2020 - 20.00 - - - 20.00 - - 20.00 - 20.00 - 80.00 372.90

2021 - - 20.00 - - 20.00 - - 20.00 60.00 432.90

Type of Fund Closed – Ended Fund 
Listing Main Market of the London 

Stock Exchange 
Ticker HONY 
ISIN GB00BYZV3G25 
Inception Date 23 December 2015 
Dividend Quarterly 
NAV Calculation As of last day, of each 

month 
Management Fee* 1% 
Performance Fee** 10% 
* applicable to gross assets 
** subject to 5% preferred return hurdle and high watermark 

*     ITD: Inception to Date – excludes IPO Issue Costs    
**    Based on IPO Issue Price of 1000p 
***  Recognised in the month when marked ex-dividend 
**** Based upon the number of shares at the ex-dividend date 

(1) 
NAV return excluding effect of capital raise and issuance at a premium would have been 0.77% 

(2) 
Inception to date NAV return affected by IFRS 9 initial recognition on 2018 brought forward retained earnings 

(3) 
NAV return excluding effect of capital raise and issuance at a premium would have been 0.63% 

(4) 
NAV return excluding effect of buy backs would have been 0.60% 

  

Fund Facts 
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Important Disclosures 
 
This newsletter is issued in the United Kingdom by Pollen Street Capital Limited. It is provided for the purpose of information only and should not 
be construed as constituting an offer, solicitation, invitation or inducement to buy or sell shares in Honeycomb Investment Trust plc (“the Company”). 
If you are unsure of the suitability of this investment you should take independent advice.  All data in this factsheet is at or to the final day of the 
calendar month identified in the heading of the factsheet’s front page unless otherwise stated. Investors should read the prospectus or offering 
memorandum before investing in the Company. 
 
Net Asset Value performance is not linked to share price performance and shareholders may realise returns that are lower or higher in performance. 
Past performance should not be seen as an indication of future performance. The value of investments and any income may fluctuate, and investors 
may not get back the full amount invested. The views expressed are those of the Company’s Investment Manager, Pollen Street Capital Limited, 
as at the time of writing. These are subject to change without notice and do not constitute investment advice. Although the Company and Pollen 
Street Capital Limited have used reasonable efforts to ensure the accuracy of the information contained in this newsletter, neither the Company nor 
Pollen Street Capital Limited make any warranties or representations with respect to the completeness or accuracy of the information set forth 
herein and the full impact of Covid-19 on markets and investments may not be foreseeable for some time. Examples of investment process, risk 
management, due diligence, position sizes, diversification, leverage, assessment of risk and similar information (together, the “Investment 
Programme”) are presented as general guidelines used for illustration purposes only and are subject to change without notice to investors at any 
time at the sole discretion of Pollen Street Capital Limited. In addition, the composition and size of, and risks associated with, current or future 
investments of the Company may differ substantially from examples set forth in this newsletter. Accordingly, actual implementation of the Investment 
Program may vary from the examples presented herein. 
 
This newsletter may not be distributed or transmitted in any jurisdiction outside the United Kingdom where such distribution may lead to a breach 
of law or regulatory requirements, or transmitted, distributed or sent to or by any national, resident, or citizen of any nation other than the United 
Kingdom. The distribution of this document in certain jurisdictions may be restricted by law and therefore persons into whose possession this 
document comes should inform themselves about and observe any such restrictions. Any such distribution could result in a violation of the law of 
such jurisdiction. 
Pollen Street Capital Limited is authorised and regulated by the Financial Conduct Authority and is registered in England (reg. no. 08741640) with 
its registered office at 11/12 Hanover Street, London, England, W1S 1JJ. 
 
Glossary 
 
NAV (Cum Income) is the value of investments, other assets and cash, including current year revenue, less liabilities. 
NAV (Ex Income) is the value of investments, other assets and cash, excluding current year revenue, less liabilities 
NAV Return is calculated as NAV Cum. Income at the end of the period, plus dividends declared during the period, divided by NAV Cum. Income 
at the start of the period, calculated on a per share basis. 
Share Price closing mid-market share price at month end (excluding dividends reinvested). 
Premium / (Discount) the amount by which the price per share is either higher (at a premium) or lower (at a discount) than the NAV Cum. Income, 
expressed as a percentage of the NAV Cum. Income per share. 
Net Assets total assets minus any liabilities. 
Market Capitalisation the closing mid-market share price multiplied by the number of shares outstanding at month end. 
Debt to Equity the value of total leverage including any accrued interest and fees divided by the NAV 
Annualisation Methodology Monthly returns have been calculated by multiplying the actual number of days in the year divided by the actual 
number of days in the month. 
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