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Market Data (as of January 10, 2017) Highlights
Current Price US$7.25 » On January 6, 2017, IEG Holdings Corporation (“company”, “IEG”)

Fair Value US$9.04 launched an unsolicited offer to acquire the shares of OneMain
Rf't':g* NN Holdings Inc. (NYSE: OMF). With a market capitalization of $3.17
eek Range NA billion and $12.64 billion in loans .recc?ivables, OneMain is one of
Shares O/S 971 M the largegt consumer finance companies in the U.S. _ .
Market Cap US$70.40 M » 1EG’s primary rationale for the offer is that they believe a combined
Current Yield N/A entity could attain significant synergies and cost savings by
P/E (forward) N/A converting OneMain’s traditional bricks-and-mortar business model
P/B N/A to an online model. We compare this transaction to how a merger
YoY Return N/A between Netflix (Nasdaq: NFLX) and Blockbuster could have saved
YoY OTCQX 4.1% Blockbuster.

» We are not aware of any other company of IEG’s size that has pulled
off such a major transaction. However, we do not see any significant
downside for IEG considering the free publicity they have been

i receiving since the announcement.

. » IEG is offering two shares of IEG for a common share of OMF. On

January 9, 2017, through a press release, OMF dismissed IEG’s offer

and called it a low ball offer. IEG shares were trading at $5.45 per

= share and OMF shares were at $23.36 per share prior to the
announcement.
» IEG is also pursuing an offering for up to US$10 million through the

issuance of 12% p.a. senior unsecured notes due December 31, 2026.

» In order to quickly move to profitability in Q1-2017, management

has taken the decision to drastically cut costs. Independent directors

bl Ll resigned and the CEQ’s salary for 2017 has been reduced from $1
million to just $1.

*see back of report for rating and risk definitions
*All the figures are in US$ unless otherwise specified.

OTCPK:IEGH - Volume

Key Financial Data

(in USS); YE - Dec 31

Fevenues 31,779 62,940 520225 1,835,163 2217854 6,288,382
Net Income (2,307.321) (4.480.463) (3,401.734) (3,698.193) (4,005.143) (1,076.372)
EP3 (basic) (0.01) (0.01) (0.40) (0.24) (0.41) (0.07)
Cash 178,601 281,870 433712 485,330 - -

Loans Eeceivable 130,486 426,113 4316316 1.124.702 12350601 35,000,000
Total Debt / Capital -30.6% -33.3% 48 2% 0.0% 12.4% 60.8%
Total Assets 791,196 022140 4920120 7.758.149 7526631 35675524
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On January 6, 2017, the company announced the commencement of a tender offer to
purchase up to all of the outstanding shares of OneMain Holdings Inc. The offer is
scheduled to expire on February 6, 2017(unless subsequently extended). On December
16, 2016, IEG delivered a letter to OMF’s CEO, and the Board of Directors, advising them of
IEG’s intent to commence the tender offer.

OneMain is a traditional private lender (100+ years of track record) providing consumer
finance and insurance products and services through over 1,800 branches in 44 states. With a
market capitalization of $3.17 billion, OneMain is one of the largest consumer finance
companies in the U.S. At the end of Q3-2016 (September 30 ,2016), OMF had total
assets of $18.35 billion which primarily included $658 million in cash, $1.79 billion
in long-term investments, and $12.64 billion in loans receivables. The assets were
primarily funded by $13.82 billion in debt and $3.05 billion in equity. The following
table shows a summary of OMF’s operating performance. In the first nine months of
2016, OMF generated interest revenues of $2.34 billion and net income of $188
million.

2016 (9M)
Interest Income 2154 1982 1.931 2342
Net Interest Income 1.234 1.243 1.216 1.687
MNet Income (19) 305 (242) 138

Data Source: S&P Capital 1Q

The key valuation metrics of OMF are presented below. OMF’s shares look undervalued
based on P / B r(1.0x versus the Consumer Finance industry average of 1.4x) and fairly
valued based on EV / Revenues (4.7x versus 4.3x).

Valuation Metrics OMF Tlmstry
Average

Market Capitalization {5, M) 53.173.50

Enterprise Value (5, M) §14,721.50

Market Cap / Total Eevenue 102

Price / BV 10 14

EV /Revenue 47 43

Data Source: S&P Capital 1Q

As per the offer, IEG expects to issue two IEG shares in return for one common share
of OMF. In such a scenario, IEG will issue approximately 270 million shares if they
were to acquire 100% of the outstanding shares of OMF. Subsequent to the transaction,
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OMF’s shareholders will own 96.5% of the combined entity. IEG shares were trading at
$5.45 per share, and OMF shares were at $23.36 per share prior to the announcement. On
January 9, 2017, OMF announced through a press release, that the unsolicited offer from IEG
is a lowball offer and went on to state that it was “grossly inadequate and reckless, does not
even remotely reflect the value of the Company, and is not in the best interests of the
Company and its stockholders”. IEG responded to this by urging OneMain to enter into
negotiations with IEG rather than simply dismissing the potential synergies and cost
savings.

A key factor that prompted IEG to make this move is the significant fall in OMF’s share
price in 2016, as shown below. OMF had completed a major acqusition in late 2015.
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Source: S&P Capital 1Q

IEG management’s primary rationale for the offer is that they believe a combined entity
could attain significant synergies and cost savings by converting OneMain’s traditional
bricks-and-mortar business model to an online model. IEG’s management believes they have
a significant first mover advantage as they are one of the very few online lenders who have a
license to operate in multiple states in the U.S., covering more than half the U.S. population.

We had mentioned in our initiating report on IEG that the rapid emergence of e-businesses is
driving many traditional businesses to utilize cloud-based infrastructure instead of having
physical office locations. This reduces the burden of physical office locations and redundant
staffing costs, and increases convenience for consumers, as they can obtain loans without
having to visit an office location. IEG estimates potential cost savings of at least $1 billion a
year from transforming the OneMain business online, with the closure of over 1,800
OneMain offices, termination of over 10,000 employees, a substantial reduction in
advertising / marketing costs, and annual executive compensation by at least $40 million.
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We compare this transaction to be similar to what if Blockbuster was taken over by NetFlix a
few years prior to the demise of Blockbuster. Netflix could have grown at a much faster rate
by closing all of Blockbuster’s stores, and converting their existing customers to Netflix’s
online model. Blockbuster went bankrupt in 2010, and Netflix now has a market
capitalization of $56 billion.

We are not aware of any other company of IEG’s size that has pulled off such a major
transaction. Two other things that make this process further challenging, we believe, are that
OMF has over 13,000 shareholders, and 58% of OMF’s shares are held by an affiliate of the
global investment company, Fortress Investment Group (NYSE: FIG). At this point, we
estimate the probability of Fortress approving this transaction is very low.

On a positive note, we do not see any significant downside for IEG from this
announcement. Even if none of OneMain shareholders accept the offer, we believe this
move from [EG will give them free publicity. IEG’s share price was up by 33% on the day of
announcement. The only downside is the cost associated with initiating the tender offer,
which is the SEC filing fee of approximately $170,000, plus undisclosed other costs such as
legal and accounting.

On January 9, 2017, IEG announced its intent to pursue a stock repurchase program of up to
$2 million. Management has yet to determine the actual timing, number and value of the
shares repurchased under the program.

or 62% of the total U.S. population. Management’s target is to expand to 25 states by mid
\l
I & o
‘ M s

In December 2016, the company received approval to operate in Ohio, making it the
19t state of operations. The total population of the 19 states is approximately 200 million,
2017. The remaining 25 states in the U.S. still require lenders to have at least one physical
office location in each state.
T = g
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Source: Company
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IEG originated US $0.37 million loans in Q3-2016. The following chart shows the
originations since inception of the online lending platform through October 2016.
Originations dropped in 2016 primarily because of a lack of capital to deploy.

Loan Originations
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The total cumulative loan volume was US $14.10 million as of December 21, 2016.
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IEG reported US $0.56 million in revenues in Q3-2016, up 5.1% YOY, and the highest since
inception. The previous high was US $0.55 million in Q2-2016.
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COS{ cutting to  IRBNSOIIS, 2016, the company announced the following key changes to their operations to
achieve bring the company to profitability in Q1-2017.

profitability in
Q1-2017

>

(equity

for the

Management announced that they will not be pursuing a listing on the NYSE MKT or
NASDAQ in the near-term. However, IEG has left open the possibility of future
attempts for up listing upon the company achieving a cash flow positive position.

Undergo significant cost cuts, which prompted the resignation of the two independent
directors, Harold Hansen and Matthew Banks. Directors’ costs totaled $18k in the
past quarter, implying an annual cost saving of $72k. As a result, [IEG’s board is now
comprised of only the CEO, Paul Mathieson. Although this is of concern, note that
Mr. Mathieson is the largest shareholder and holds 71.04% of the shares. He has also
agreed to lower his 2017 annual base salary from $1 million to $1, and forgo any
2016 bonus due in December 2016.

As the company has only one director now, the company’s shares were moved from
the OTCQX to the OTCQB in January 2017.

Although IEG’s risk profile has increased (due to the change in stock listing and resignation
of directors), we believe the company has made a prudent decision to cut costs and focus on
achieving profitability. Profitable operations should allow the company to attract capital

and debt) for growth.

The company recently announced that they expect to record profits and positive cash flows

first time in Q1-2017. The company also announced that they expect to start paying

dividends in April 2017.
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In November 2016, IEG announced that it has launched an offering for up to US$10 million
through the issuance of 12% p.a. senior unsecured notes due December 31, 2026. The
company has yet to provide an update on the financing.

As discussed in our previous update report, IEG incurred a net loss of $0.98 million (EPS: -
$0.10) in Q3-2016, versus $1.42 million (EPS: -$0.58) in the comparable period in the
previous year. In the nine month period of 2016, the company incurred a net loss of $3.19
million (EPS: -$0.43) versus $4.24 million (EPS: -$1.88) in the comparable period in the
previous year.

We have not changed any of our 2016 and 2017 forecasts. Our 2016 year-end portfolio
estimate is $7.25 million, and our 2017 estimate is $35 million. Note that these assumptions
do not account for the recent offer on OneMain.

Our 2016 revenue forecast is $2.22 million and our 2017 forecast is $6.29 million. Our EPS
forecast for 2016 is a net loss of $4.00 million (EPS:-$0.41), and for 2017 is a net loss of
$1.08 million (EPS: -$0.10).

We continue to base our fair value estimate on IEG’s shares on the assumption that the
company’s portfolio grows to $300 million by 2021, and funds will be raised using a debt to
capital of 80%. In our previous report, we had estimated that future equity financings will be
completed at $2.50 per share, which was the share price at that time. Considering the
significant rise in share price since then, our models now assume that future financings will
be completed at $7.50 per share, which resulted in a significant drop in our estimate of the
total number of outstanding shares by 2021. As a result, the average of our Discounted Cash
Flow (“DCF”) and comparables valuation increased from $3.79 per share to $9.04 per share.
The following tables show a summary of our valuation models.

Terminal (net

DCF Valuation (US$) 2017E 2018E 2019E 2020E 2021E of debt)
Funds Flow from Operations -§3.995.165 -51071938  S4079.979 514020463 S27435647 530308.723

_increase in w/c §378.446  -5288.878  -S510.511  -S986.439 -51.329.097 -51.286.386

Free Cash Flows -§3.616.719 51360817 53560467 513043024 5261063550 $52902233% 5111473128
Present Value -$3,616,719 -$1,237,106 $2,949,973 $9,799.417 $17,831,125 $18,020,589 $69.216,042
Discount Rate 10.0%

Prezent Value $112.963.321

Cash -Debt $924 552

Fair Value 5113,887.873

Shares O/8 (incld. future

s By 135,640,580

Value per share (US$)
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2021 Estimates

Fevenues $80.342.125
MNet Income 530,307 239
Book Value 5123288420
Industry Average Fair Value (2021F) Current FV Cun;e_]'l i
5 ; 5 / Share
PS5 230 5226,357.950 5140350478 5300
PE 12.00 5363687104 5223821078 51444
PEB 1.80 5225319157 5140,029.653 5805

$271.854,737 $168.800,403 $10.79

We maintain our BUY rating and risk rating of 4.
We believe the company is exposed to the following key risks:

e Consumer finance lending is a highly competitive market. Although we believe the
U.S. consumer credit market is healthy, unfavorable macroeconomic changes may
impact consumer finance lenders and their ability to grow.

e The company’s ability to consistently originate good quality loans at attractive yields
is critical.

e Loan loss rates have to be maintained at reasonable levels.

e The company’s ability to grow depends heavily on management’s ability to raise
capital (equity and debt).

e [EG has been operating at a loss and has yet to generate profits.

e As with most investments, there is no guarantee that the company will be able to
return principal and meet interest payments on the notes.

e The average trading volume of IEG’s s shares has been low as the shares are tightly
held; the CEO holds 71% of the outstanding shares.

e Due to lack of liquidity, the company’s shares may have been mispriced in the past.
For example, IEG’s share price was $27.50 per share as of August 24, 2015, implying
a market capitalization of $637 million, based on 23.16 million shares outstanding at
that time. The company had only $6.68 million in loan receivables (net of the
provision for losses) as of June 30, 2015.
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(in US$) - YE Dec 31st

Interest revenue 28,930 36,383 321,018 1,789,701 2,161,652 6103225
Other revenue 8,820 6,364 3.207 43 464 36,203 183,157
Total revenue 37,779 62,949 520225 1,835165 2217854 6288382
EXPENSES

Salanes and wages 1,680,264 1345243 1,889,136 2126243 1,586,010 1,983 640
Professional fees 21.687 100924 630,736

Consulting fees 64,023 462771 871228 1,013,690 1,282 166 1,602,708
Advertising 439 804 930,903 406,493 1,387 463
G&A 623 442 836,224 1,331,765 1,773,120 1,204 933 1,618,666
Provision for credit losses 20,340 63,492 614,684 1,134,518 1,000,344 723,069
Depreciation and amortization 21, 664 36,885 15,054 14 124 Go7g 4.633
Start up costs 1,500,000

Interest expense 51,100 198,385 538257 327021 0 42,763
Total Operating Expenses 2345429 4343924 3,930.028 7,540,330 6211572 7.364 933
Loss from Operations (2,507,650) (4,480975) (5410,703) (5,705365) (3,993.717) (1.076,572)
Misc income / Tax 120 310 3,040 1.167 -11.426 -
Net Income (2,507,521) (4.480465) (5401.,754) (5.,698,198) (4,005143) (1.076.572)
EPS 0.01 20.01 0.40 024 041 0.10
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{in US$) - YE Dec 31st

ASSETS

CURRENT

Cash and cash equiv. 178.601 281870 433,712 483,539 0 ]
Loans receivable - current, net 18,482 64,719 4316316 7,124,702 7.250,601 35.000,000
Advances to officer 205,112

Other receivables 25,882 76,262 216,165 610,522
Prepaid expenses 7276 3.404 15,263
Total Current Assets 400,202 346,598 4,775,910 7.603,799 7472260 35,625,786

FP&E 80235 43 340 36,100 28511 18,332 13,809

Loans Receivable - long term 112,004 3613094

Secutity deposits 34 454 30,329 39,329 33,839 35,830 33,839
Loan costs, net 164_301 131 470 71,781

Total Assets 791,196 922140 4,929.120 7.758,149 7.526,631 35,675,524

LIABILITIES

CUREENT

AP & accrued expenses 157,504 323.978 172,139 96.441 621.157 736.493
Deferred salary 1.401.763

Deferred rent 48 844 48 844 28429 11,522 3,283 3,283
Working capital loans 140,000

Current portion of senior debt 114,562

Preferred dividends pavyable

CEOQ accrued consulting fees 106,588

Total Current Liabilities 1,608,111 627,384 307,156 107,963 624,440 738,778

Senior debt 230,000 385,438 2.230.000 833,261 24,143,361
Deposit on common stock to be issued

Deposits on preferred stock to be issued 1910774

SHARFHOLDERS EQUITY

Equity 3,736,608 7280042 17.075216 28,031,636 30,433 524 36,235,349
Accumulated deficit -4 803323 -0 281 498 -14 683 252 -20.381 450 -24 386,393 -25 463 1635
Total shareholders® equity (deficiency) (1.066,915) (2.001,456) 2,391,964 7.650,186 6,046,931 10,792,384

Total Liahilities and Shareholders Equity 791,196 922,140 4,929,120 7.758,149 7.526,631 35,675,524
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OPERATING ACTIVITIES
Net loss -2.507.521 -4.480.463 -5.401.754 -5,608.198 4,005,143 -1.076.572
Adjusted for items not involving cash:
Provision for credit losses 20,340 63,462 614,684 1,134 518
Depreciation & amortization 81,664 36,883 15,054 14,124 9070 4.633
Amortization of loan costs 25,734 43281 53,680 77,781
Loss on disposition of P&E 12,582
Change in assets:
Deposits 1,473 4875 3480
Loan costs -20,000 -15.4350
Other receivables -23,882 -30.380 -139.903 -394 357
Prepaid expenses 1276 1.872 -0.839
Change in liabilities
AP & accrued expenses -12 833 373 964 334,867 432283 324,716 115,538
Deferred salary 803,847 952,903 207,398 118412
Deferred rent 15984 1] -20.415 -16.906 -8.239 o
Charge for rights sales agreement 1,500,000
NET CASH USED IN OPERATING ACTIVITIES -1,501,312 -1,525,205 -3,302,159 -3,959,568 -3,616,719 -1,360,817
INVESTING ACTIVITIES
Loans recivable originated -126,000 403,000 4,781,022 -5.381.851
Loans recervable repaid 23384 43011 276,077 1,438,046
Net Loans -100 616 -359.089 4,504,945 -3,042 005 -125 989 -27.749.500
Purchases of PP&E -12.982 0
Advances to CEQ 0 -03.003
Advance to officer -203,119 -267.832 -8.009 -19.117
Advances to [EG Holdings Limited 0 066,620
NET CASHUSED IN INVESTING ACTIVITIES -417,333 -1,503,541 -4.513,954 -4,057,025 -125989 -27,749.309
FINANCING ACTIVITIES
Payments for buyback of common stock
Proceeds from long term debt 199 9635 230,000 1,730,000 335,261 23,288,100
Proceeds from short term loans 500,000 662,930 400,000
pavments on short term loans -360,000 419980 400,000
Eepayment of senior debt -2.230,000
Prepaid preferred share redemption -160,000
Deposit on common shares to be issued 036,763 1.834.112
Deposit on preferred shares to be issued
Preferred dividends paid -114.115 220974 -50 834
Proceeds from issuance of preferred stock 6,100,000 20,350
Proceeds from issuance of common stock 1,892,861 4267940 4579414 237,172 5,822,025
Capital contributions 1,743 415
NET CASH FROM FINANCING ACTIVITIES 1,943,380 3219624 7.967.946 8,068,440 3,257,149 20,110,126
INCREASE IN CASH FOR. THE YEAR 35,330 103,278 151,833 51,847 485,359 ]
CASH. BEGINNING OF THE YEAR 143251 178,601 281,870 433,712 485,359
CASH, END OF THE YEAR 178.601 181,879 433,712 485,559 0 0
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Fundamental Research Corp. Equity Rating Scale:

Buy — Annual expected rate of return exceeds 12% or the expected return is commensurate with risk

Hold — Annual expected rate of return is between 5% and 12%

Sell — Annual expected rate of return is below 5% or the expected return is not commensurate with risk

Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events.

Fundamental Research Corp. Risk Rating Scale:

1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in a regulated industry.
The future outlook is stable or positive for the industry. The company generates positive free cash flow and has a history of profitability. The capital structure is
conservative with little or no debt.

2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive. The industry and company are relatively less sensitive
to systematic risk than companies with a Risk Rating of 3. The company has a history of profitability and has demonstrated its ability to generate positive free cash
flows (though current free cash flow may be negative due to capital investment). The company’s capital structure is conservative with little to modest use of debt.

3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk. The industry may be cyclical. Profits and cash flow are sensitive
to economic factors although the company has demonstrated its ability to generate positive earnings and cash flow. Debt use is in line with industry averages, and
coverage ratios are sufficient.

4 (Speculative) - The company has little or no history of generating earnings or cash flow. Debt use is higher. These companies may be in start-up mode or in a
turnaround situation. These companies should be considered speculative.

5 (Highly Speculative) - The company has no history of generating earnings or cash flow. They may operate in a new industry with new, and unproven products.
Products may be at the development stage, testing, or seeking regulatory approval. These companies may run into liquidity issues, and may rely on external funding.
These stocks are considered highly speculative.

Disclaimers and Disclosure

The opinions expressed in this report are the true opinions of the analyst about this company and industry. Any “forward looking statements” are our best estimates and
opinions based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or correctness.
There is no guarantee that our forecasts will materialize. Actual results will likely vary. The analyst and Fundamental Research Corp. “FRC” does not own any shares
of the subject company, does not make a market or offer shares for sale of the subject company, and does not have any investment banking business with the subject
company. Fees were paid by IEGH to FRC. The purpose of the fee is to subsidize the high costs of research and monitoring. FRC takes steps to ensure independence
including setting fees in advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards of Professional Conduct. Additionally, analysts
may not trade in any security under coverage. Our full editorial control of all research, timing of release of the reports, and release of liability for negative reports are
protected contractually. To further ensure independence, IEGH has agreed to a minimum coverage term including four reports. Coverage can not be unilaterally
terminated. Distribution procedure: our reports are distributed first to our web-based subscribers on the date shown on this report then made available to delayed access
users through various other channels for a limited time.

The distribution of FRC’s ratings are as follows: BUY (70%), HOLD (8%), SELL (5%), SUSPEND (17%).
To subscribe for real-time access to research, visit http://www.researchfrc.com/subscribe.php for subscription options.

This report contains "forward looking" statements. Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and
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