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an intricate database of statis-
tics to help select clients. The
maost reliable? Those in the
service industry like waiters
and plumbers. The worst? " 'm
alawver by profession, but the
most problematic area we've
had is lending to lawyers,” says
Soloway. “1f there's a problem,
their first attitude is to fight
rather than pay.”

Andy MacDenald, a broker
with MortgageBroker Inc,, says
Herme Capital's method of deal-
ing with delinquent accounts
also keeps them profitable.“If a
pavment is missed, banks tend
ter send bwo or three letters out
over M days reminding you to
pay,” says MacDonald, who
directs about 3% of his clients
to the company.“Home Capital
is more on the ball, They call
up right away to find out why
the payment was missed.”
Home Capital’s delinguent
louans in 2001 stood at just 0.52%,
which is in-line with or even
lower than the banks.

The company has a very
small following in the institu-
tional community, but those
analysts who do cover it like
what they see, “*You try to
avoid dealing in stereotypes,
but Soloway calls a spade a
hl).ilttL‘ and seems to know
where his bread is buttered,”
savs Jason Donville, president
and director of research at
Laghtyear Capital Inc., who,
along with an analyst at
Sprott Secuntics, maintains
a 12-momith target price of
mare than 518.

While Home Capital has
plenty of room to grow i the
alternative lending business —
it serves just 5% of those miort-
gage seekers who are turned
awav by the banks, a business
worth about $70 billion
Soloway is pursuing other rev-
enue streams. {ne 1s pa L'k:i;;-
ing mortgages as securities and
selling themn to Bay Street. In
the past quurber alome, the sale
of mortgage-backed securities

added nearly $1 million to
Home Capital’s top line. But
it's the secured eredit card busi-
ness where Soloway sees real
growth, The idea behind his
Home Trust Yisa, launched in
February, is thal homeowners
ean use their houses as collat-
eral to oblain credit in the
510,000 to $50,000 range, with
no fees (other than a one-time
set-up cost of $570) and an
annual rate of 11.99%. Soloway
believes it is the only card of its
kind in Canada,
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As the economy continues
{o tread water, however,
Soloway will hive to be cau
tiots, So far, the housing mar-
ket shows no signs of softening,
fueled as it is by low interest
rates and high demanc, Bul
that could change if unermn-
ployvment figures rise and con-
surner confidence wanes, espe-
cially among Home Capital's
credit-challenged customers
The near collapse of the sub-
prime lending industry in the
US shows what awaits Solowiay
if hie starts taking on overly
risky clients (o fuel growth, As
of September 2001, delinguent
sub-prime mortgages in the US
totaled 711% of all home loans,
up from 5.53% a year earlier
“You can't really compare us
to the sub-prime market i the
LIS because they lend to pec-
ple we never would,” argues
Soloway, “ They operate on a
completely different model”
Investors will be watching
closely to make sure it's a
maodel Soloway doesn't adopt.
JASON KIREY
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