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Growth services for growth companies 

The ambition to grow with its clients 

finnCap is a financial services group focused on providing a full-
service offering to its target client base of ambitious growth 
companies. finnCap was admitted to AIM in December 2018, acquiring 
Cavendish Corporate Finance in the process. The addition of the 
noted sell-side M&A business brought added scale, significant 
complementary expertise and the opportunity to pursue considerable 
revenue synergies both in terms of cross-referrals and expansion of 
services. The FY 2019 results show a solid 11 months of further 
improvement for finnCap and a four-month contribution from 
Cavendish which reflects a strong performance both before and after 
its acquisition. The results announcement also highlights early 
successes in realising the potential which the enlarged group 
promises. We consider the opportunities that the finnCap Group can 
exploit and produce a scenario analysis to consider influences on 
near-term profitability. As an overarching theme, we note the 
management team’s consistent and focused approach to growing 
finnCap Group and advancing the brand while diversifying its sources 
of revenue. 

▪ finnCap’s ECM division has 92 full time employees and its client base 
as at March 2019 comprised 126 companies with a combined market 
capitalisation of £11.5 billion. It is Nominated Adviser to 93 AIM 
companies. 

▪ Cavendish was founded in 1988 and is a UK member firm of Oaklins, a 
membership organisation comprised of 60 specialised M&A firms in 40 
countries around the world. Its specialist services revolved around sell-
side M&A advisory work prior to its acquisition by finnCap in 2018. 

▪ finnCap had a strong track record as a successful and profitable public 
market business and had expanded into private markets and M&A. The 
addition of Cavendish has opened up the opportunity to drive revenues 
synergies through, inter alia, cross-selling and to focus on growth 
companies in both the public and private markets. 

▪ In FY 2019, the Group reported revenues of £24.5m with £21.3m from 
finnCap over the 11 month period and £3.2m from Cavendish - a four-
month contribution from the latter. Cavendish enjoyed a record year for 
revenues in its full financial year to the end of March 2019.  

finnCap Group offers an expanding suite of services to companies 
with strong growth ambitions. It is exploiting opportunities for 
accessing new revenue sources and enhancing the growth prospects 
of the enlarged business. A more diverse revenue base should add 
further resilience and improve visibility. 
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Executive Summary 

Background 

finnCap was incorporated in 2007 and undertook a partial buyout of the corporate 
finance and corporate broking business of private client stockbroker JM Finn & Co 
Limited. In 2010 the directors and employees of finnCap purchased the 50.1% of the 
equity that had been retained by JM Finn & Co Limited. Following that, finnCap was 
predominantly staff-owned and it remains majority owned by directors and employees 
of the Group following the Admission to AIM in December 2018 - leaving it with a free 
float of around 14%.  

A focus on growth 

finnCap provides financial advisory and fundraising services to public and private growth 
companies. The Group is a full-service financial services group providing an expanding 
set of services to companies with strong growth ambitions. The concentration on growth 
– not just of its clients, but also of finnCap itself – and on providing a set of services 
which deliver a significant proportion of fee-based income, attest to the management 
team’s ambition to diversify and drive the Group’s revenue streams. 

On its admission to AIM, finnCap acquired Cavendish, a leading independent provider 
of sell-side M&A and debt advisory services to the UK mid-market. That acquisition 
provided a significant boost to the size of the Group while offering a number of 
opportunities for accessing new revenue sources and enhancing the growth prospects 
of the enlarged finnCap Group. A more diverse revenue base is crucial, we believe, to 
retaining a degree of resilience and maintaining earnings visibility when individual 
markets experience increased volatility from time to time. 

Track record 

Prior to its admission to AIM, the finnCap business had a strong track record as a 
successful and profitable public market business. Expansion into private markets and 
M&A growth markets added further growth opportunities. The addition of Cavendish to 
the Group opened up the opportunity to cross-sell to the customer bases of both 
businesses and to focus on providing an expanded set of services to growth companies 
in both the public and private markets. 

Strategic aims 

Following the acquisition of Cavendish, finnCap provides an integrated offering to growth 
companies for raising private and public equity and debt, together with both buy-side 
and sell-side M&A advice. Its strategic aim is to provide a full range of financial services 
expertise to ambitious growth companies while expanding its equity capital markets 
business and adding additional services. Management also expects to focus on the 
enhancement of finnCap’s brand in its core markets. 

Exploiting growth opportunities 

With that in mind, the management team has set out three key objectives to drive growth: 

▪ capitalise on the existing successful Equity Capital Markets platform 

▪ expand the service offering to clients and into new markets; and 

▪ increase its reach through brand development. 
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Post-acquisition businesses 

The combination of Cavendish and finnCap reflects the following business lines: Equity 
Capital Markets and Corporate Finance, Equity Sales and Trading, Research, finnCap 
Funds, Investment Companies, Private Growth Capital, M&A Advisory and Debt. The 
Group ended FY 2019 with 135 staff across these businesses and the focus is on 
producing revenues from these sources which enjoy a degree of complementary 
resilience against varying market sentiment and performance.  

Brand development 

The Group is making further investment in marketing to drive event-driven brand 
recognition projects in addition to developing a greater social media presence. finnCap 
will leverage its principal campaign, Ambition Nation, to enhance its recognition across 
a wide spectrum of business sectors. The Ambition Nation campaign is supported by the 
Female Leaders series as well as partnerships with Stepping into Business and the 
Supper Club. These initiatives provide a forum to promote the finnCap brand and 
generate new business. 

People 

While employee costs are one of the main expenses for the Group, the people in the 
business are key to producing growth in the future. finnCap continues to make 
investment in people to enhance skills and capacity within the Group. It is also looking 
to differentiate from competing employers through the development of a strong training 
and development programme. Admission to AIM has enhanced the Group’s ability to 
attract and retain the right personnel through a more visible business model and through 
share ownership schemes, current ownership and options. 

Change to financial year end 

Prior to admission, the Group had an April end to its financial year and that has changed 
to March. Consequently, its first financial period which has been reported since 
admission encompasses an eleven-month period to the end of March 2019 which spans 
the change from a private company as well as the acquisition of Cavendish. Investors 
can see the start of reporting of a very different entity from that which entered the 
admission process.  

FY 2019 results 

finnCap has reported results for FY 2019 which contain a great deal of promise for the 
future of the Group. The finnCap businesses produced a very solid 11 month 
performance. At the same time, the results reflected a financial year in which market 
conditions and regulation impacted the business environment and in which Cavendish 
produced record revenues in its financial year to the end of March 2019. While 
management has cautioned against extrapolating that performance forward, the ability 
for the Cavendish business to secure and deliver multiple transactions is clear as is the 
potential to grow the business through a sector approach to lead generation and 
execution. 

Scenarios 

finnCap Group has only reported one financial period as a public company and that was 
for an eleven-month period with less than four months’ contribution from Cavendish. We 
also note that some of the revenue sources (and, to an extent, related expenses) can 
be lumpy in nature and can be subject to uncertain timing. As an alternative to providing 
estimates, we have produced three scenarios to show the resulting pre-tax profit of the 
Group based on our subjective views on the main sources of revenues and associated 
expenses. Within those, our assumptions reflect potential market influences on volumes, 
ranging from less favourable to more favourable with reference to the prevailing market 
conditions which shaped the recently reported FY 2019 results for the Group.  
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About finnCap Group 

finnCap Group plc is a leading adviser and broker to ambitious growth companies, both 
public and private. Through finnCap Limited it provides access to capital, plc advisory, 
debt advisory and research coverage to corporates as well as trade execution services 
and research to institutional investors. Through Cavendish it provides a specialist sell 
side M&A advisory service to mid-market companies. Since it was established in 2007, 
finnCap has helped raise more than £2.6bn of new capital to support corporate clients 
and currently acts for 126 listed corporates. Cavendish has advised on over 600 sales 
mandates since it was founded over 30 years ago. As at 31 March 2019, the Group 
employed 135 people. 

Currently, finnCap Group’s business model is predicated on generating revenues from 
three main sources: 

▪ Retainer fees 

▪ Trading commissions, research payments and market making profits 

▪ Deal fees based on one, or both, of a percentage of funds raised and a fixed fee 

The Group’s revenues are mainly sourced from UK markets although some of its clients 
are based outside the UK. Its longer-term strategy is to expand its capabilities to provide 
a full suite of advisory services to its target client base.  

Management 

The Group’s senior management team has substantial industry experience with both 
finnCap and Cavendish enjoying proven track records of delivering strong financial 
performance. 

Biographies of the members of the Board can be found on Page 29. 

Equity ownership 

On admission to AIM, the Executive Directors had an interest in 23.4% of the issued 
share capital and the Board as a whole had an interest of 46.6%. A significant number 
of other employees have an equity interest in the Company. 

The Directors and certain employees are subject to lock-in provisions. The Group 
entered into the Cavendish Lock-in Agreements and the finnCap Lock-in Agreements 
with certain shareholders. Essentially, these agreements limit their ability to dispose of 
shares and include claw-back arrangements for any ‘bad leavers’ from Cavendish. A 
substantial number of the Group’s executive directors and employees representing 
32.4% of the Enlarged Issued Share Capital entered into lock in deeds (of which 9.7% 
related to employees). 

The Group has a share option scheme for employees. Options over finnCap Ltd shares 
were swapped for options over finnCap Group as part of the IPO process. The number 
of share options outstanding at the end of March 2019 was 28.29m with a weighted 
average price of 13p. Of those, just over 5m were exercisable at that time. The number 
of dilutive options for the purposes of calculating diluted EPS is currently 24.29m. 
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Dividends 

The Board has adopted a dividend policy to reflect the performance during the financial 
year, the expectation of future cash flow generation and long-term earnings potential. 
finnCap Ltd declared a dividend of 0.207p prior to flotation and then the Group declared 
a further 0.148p in January 2019. It has now proposed a dividend of 0.355p. The 
Directors are targeting a dividend payment of not less than a 5% yield based on the 
Placing Price for the year ended 31 March 2020 implying a full year payment of 1.4p 
based on the current share capital. It is anticipated that the dividends in November and 
July will reflect a 30/70 split of the total dividend. 
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Business lines 

Below, we look briefly at the ECM and Corporate Finance businesses’ focus on AIM as 
well as the background of the M&A Advisory business before highlighting the attributes 
of the Group’s individual services in a series of charts. 

Equity Capital Markets and Corporate Finance 

finnCap has 92 full time employees and its client base as at March 2019 comprised 126 
companies with a combined market capitalisation of £11.5 billion.  It is Nominated 
Adviser to 93 AIM companies. The following chart shows the number of AIM companies 
issuing and money raised since 1995. Although the overall number of companies has 
diminished, the total money raised has run at between £5bn and £6bn over the last few 
years and continues to provide fertile ground for finnCap to seek clients. 

AIM – number of companies issuing and money raised (£m) 

  

Source: LSE data 

It is important that any business hoping to take a growing share of the market for deal 
fees is able to target better quality clients who are pursuing growth strategies which are 
likely to produce larger, more frequent transactions. This chart shows that finnCap’s 
current client base reflects a greater focus on stocks in the market capitalisation range 
from £10m to £100m than the average for AIM. We would expect finnCap’s focus to 
gradually shift further up the capitalisation scale over time as the Group targets new 
clients with strong growth prospects. However, in that process, we would also expect 
the Group to look to build relationships with potential clients as early in a company’s life 
as possible. That will enable finnCap Group to be in a position of delivering as many of 
its services to the client as possible – and, of course, to earn the associated fees. 
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finnCap clients undertaking transactions since Jan. 2017 by market capitalisation (£m) versus AIM companies 

  

Source: LSE, Company information, Progressive Equity Research 

It is also useful, we feel, to consider the following two charts when thinking about 
finnCap’s growth record to date since it was established. The first shows the significant 
level of growth in deal fees over the years and the proportion of its retained clients that 
are undertaking transactions.  

Deal fees and percentage of finnCap clients transacting 

  

Source: Company information, Progressive Equity Research 

This second chart shows how finnCap’s deal fees have evolved. Importantly in recent 
years, the average level of deal fees above £50k has increased while the number of 
deals in that bracket has also increased. This lends more visibility to the successful 
strategy of targeting growth clients who are likely to transact more frequently and 
generate higher fees. That said, number of smaller deals has increased too and, we feel, 
this adds a level of resilience to base of deal fees for the Group. 
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finnCap deal fees above and below £50k 

  

Source: Company information, Progressive Equity Research 

M&A Advisory 

Cavendish was founded in 1988 and is a UK member firm of Oaklins, a membership 
organisation comprised of 60 specialised M&A firms in 40 countries around the world. 
Its specialist services revolved around sell-side M&A advisory work prior to its acquisition 
by finnCap in 2018. There are significant revenue opportunities for marketing 
Cavendish’s services to finnCap’s clients and vice versa – something which we explore 
elsewhere in this document. Cavendish currently has 40 full-time employees. Its team 
specialises in pre-sale exit planning, exit reviews and the delivery of sell side advisory 
mandates. Cavendish typically charges a small upfront retainer plus a success fee which 
is usually based on the value achieved on sale with incremental fees paid as value 
increases. This can make fees large and they are often uncertain in terms of timing given 
the reliance on the completion of a deal for the payment of the success fee element. 
Cavendish expanded into the debt advisory market which contributed £0.3 million to 
Cavendish revenue for the year ended 31 March 2019. 

Cavendish’s reported numbers as shown in finnCap’s Admission document and the 
Group’s FY 2019 results announcement show that volatility of revenues that the 
business can experience. In fact, the full twelve months of revenue that Cavendish 
reported for the period to the end of March 2019 reflected £14.8m of fees. Clearly that 
is a substantial increase over the prior year. Although we are not publishing estimates 
for finnCap, we look at various scenarios later in this document. We believe that FY 2019 
revenues from Cavendish should not be considered as a base level from which to expect 
growth in the current financial year or, indeed, near term years beyond that. What it does 
show, however, is that the Cavendish business is capable of providing substantial 
revenues and that the ability to raise, say, a rolling three-year average fee number over 
time should be underpinned by the opportunities for the business within the enlarged 
Group. Performance versus peers 

The charts below look at the performance of Cavendish in comparison to some members 
of its peer group. We have calendarised the revenues and pre-remuneration profit as 
many have March year-ends to provide a comparison – we have additionally included a 
figure for Cavendish’s 2018 calendarised revenue to show the recent trajectory.  
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Calendarised revenue (£)                                          Calendarised profit before members' remuneration and                                    
c                                                                                             profit shares as a percentage of revenues 

  

Source: Company accounts 
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Summary tables 

finnCap’s expertise encompasses the consumer, technology, support services, 
financials, healthcare, mining, energy and industrial sectors. The tables below expand 
on the various services which the finnCap business offers: Corporate Finance, 
Corporate Broking, M&A, Research, Sales, Sales Trading, Market Making and 
Investment Companies. 

ECM and Corporate Finance 

  

Source: Company information, Progressive Equity Research 

Equity Sales and Trading 

  

Source: Company information, Progressive Equity Research 

Advisory services:

• Taking companies public

• Raising equity finance in the public 
markets

• Advising on public company takeovers, 
M&A, disposals and restructurings

• Day to day advice on markets and 
sentiment with specific reference to 
individual clients

• Promotion of finnCap’s client base to 
institutional investors

• As part of its Corporate Finance business, 
finnCap has also advised its retained 
client base on acquisitions

Sectors:
• Consumer
• Energy
• Financials
• Industrials
• Life sciences
• Mining
• Support services
• Technology

Points of note:
• Nominated Adviser to issuers seeking 

admission to, or trading on AIM
• Authorised to act as sponsor to issuers 

seeking a listing on, or conducting 
transactions on the Official List

• NEX corporate adviser
• Member firm of the London Stock 

Exchange

Equity Capital Markets and Corporate Finance

Clients: 126, mainly quoted companies

Services:

• Provide trading ideas and strategies to 
institutional clients

• Seeking long term investors for Group’s 
retained corporate client base

• Provide trading liquidity for Group’s 
retained corporate client base

• Support other Group services through 
provision of information on trading in 
the securities of retained corporate 
clients.

Equity Sales and Trading

Clients: institutions – long only funds, 
specialist investors, wealth managers, 

hedge funds in UK and Europe

Market making in over 190 securities



9 July 2019 

 

 
12 

Research 

  

Source: Company information, Progressive Equity Research 

 

finnCap Funds 

  

Source: Company information, Progressive Equity Research 

 

Services:

• Publish daily research reports to provide 
insight into the securities of the Group’s 
retained corporate clients and other 
equity securities.

Sectors:

• Consumer

• Energy

• Financials

• Industrials

• Life sciences

• Mining

• Support services

• Technology

Research

Clients: institutions – long only funds, 
specialist investors, wealth managers, 

hedge funds in UK and Europe

Research coverage of over 160 securities

Focus mainly on UK stocks with market 
capitalization between £10m and £500m

Ranked 1st and 2nd respectively for research 
coverage of Technology and Industrials 

sectors

Products:
• Morning notes
• Company notes
• Sector 

notes/quarterlies
• Thematic notes

• Manages finnCap Slide Rule UCITS fund 
launched in 2018

• Open-ended fund with the objective of 
delivering capital growth through a 
largely quantitative approach to 
investing in UK quoted smaller 
companies in the range of £100m - £4bn 
market capitalisation

• The Benchmark for the fund is the 
simple average of the FTSE AIM all-
share and the FTSE Small Cap index

• Uses finnCap’s proprietary Slide Rule 
research tool which is an internally-
developed stock picking system which 
relates to Quality, Value, Growth and 
Momentum +

• Essentially a screen for financial quality 
and stress

• Establishing performance track record
• Not yet profitable

finnCap Funds

The current portfolio contains around 60 
smaller companies

The portfolio broadly aims for an equal 
weight in each company and the median 

market capitalisation of portfolio holdings 
is currently circa £375m

Portfolio metrics:

• A median Free Cash Flow RoCE of 
25.5%

• An average revenue growth rate of 
12% and operating profit growth rate 
of 27%

• A median free cash yield of 5.0%

• Fund outperformed benchmark during 
2018 following its launch in February.

• Fund has outperformed benchmark so 
far in 2019. 
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M&A Advisory 

  

Source: Company information, Progressive Equity Research 

 

Debt Advisory 

 

Source: Company information, Progressive Equity Research 

 

M&A advisory services specialising in:

• Pre-sale exit planning

• Exit reviews

• Delivery of sell side advisory mandates

• Full management of sale process

• Identification of purchasers for private 
businesses

• Cavendish recently expanded into the 
Debt advisory market and this service is 
now offered to finnCap’s corporate 
clients and as part of buy side advisory

Membership of Oaklins provides 
worldwide access to buyers and sellers:
• Partnership of firms with 800 

professionals
• Oaklins is a global advisory firm 

providing M&A, growth equity and 
ECM, debt advisory and corporate 
finance advisory services.

• Dedicated experts covering 15 
industries in 40 countries.

• Track record of over 1,500 closed deals 
in the past five years

M&A Advisory

Particular sector expertise:

Technology

Business services

Consumer/retail

Financial services

Industrials

Healthcare

• In the last three financial years 
Cavendish has advised on an 
average of 15 transactions per 
annum of businesses with an 
enterprise value of between 
£6m and £250m.

Team:

• The debt advisory team has been 
expanded in order to better service the 
Group’s retained corporate client base

• Discussions are being held with a 
number of sector and geographic 
specialists to strengthen the Group’s 
origination and execution capability.

• A key element of finnCap Group’s 
positioning as a fully integrated group 
offering a full suite of services to 
ambitious growth companies

Debt Advisory

Market:

UK mid-market

Banks displaced by alternative lenders

Experienced debt advisers are crucial to aid 
decision making

Significant opportunity to market to 
finnCap’s existing retained client base and 

to potential new clients

• Work across public and private 
businesses

• Access to a wide network of 
capital providers
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Investment Companies 

 

Source: Company information, Progressive Equity Research 

 

Private Growth Capital 

 

Source: Company information, Progressive Equity Research 

  

Full service listed funds team:

• Fundraising advice on AIM, the 
Specialist Fund Segment and Premium 
Listings - on IPOs, introductions, capital 
raising, M&A, corporate reorganisation 
and shareholder activism

• Market maker in over 50 listed 
Investment Companies 

• Provider of individual stock or thematic 
written research, primarily focused on 
the alternative funds market

• Sponsors a wide range of corporate 
transactions, including fundraisings, 
changes of structure and changes of 
policy

• Long history of operating in equity 
capital markets

• Strong relationships with institutions, 
wealth managers, hedge funds and 
sovereign wealth funds

Investment Companies

Particular sector expertise:

Strong focus on the emerging market and 
alternative funds sectors

• Trading

• Sales

• Research

• Corporate Finance advice

Finance raised:

• Growth capital

• Acquisition finance

• Replacement capital in equity

• Debt

• Can offer eventual exit options through 
IPO experts in the Public Markets team 
or sell side experts in the M&A Advisory 
business

Private Growth Capital

Sources of funds:

Venture capital funds

Private equity funds

Tax efficient funds

Quoted company institutional investors

Family offices (including some High Net 
Worth Individuals)

Strategic investors and corporate ventures

Venture debt and challenger banks

• Focused on raising funds for 
private companies of between 
£2m and £50m 
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Revenue sources 

The enlarged Group derives its revenue from the following sources 

▪ retainer fees 

▪ deal fees for equity or debt fund raisings and advisory mandates which are either a 
percentage of funds raised or deal value, or a fixed fee or a combination of both 

▪ M&A advisory services  

▪ trading commissions, research payments and market making profits from trade 
execution and principal trading 

Retainers 

finnCap has 126 corporate clients who pay an average annual retainer of just above 
£50,000. The number of clients in each year reflects the net of clients retained, lost and 
new clients won. The aim is for the finnCap to grow the number of retained clients while 
also increasing the average size of the retainer.  Retainers will vary with the size of client 
and the services which finnCap provides – any, or all, of Nomad, broker and research 
services. We expect the average retainer to grow over time, as it has in the past. As we 
note earlier, the Group will target growth companies with ambitious strategic aims. 
Available opportunities will clearly be enhanced by the wider offering of services which 
the enlarged group can offer following the acquisition of Cavendish. Retainers are 
obviously a relatively visible and reliable source of income in association with the number 
of clients under contract over a given period. However, the level of deal fees from those 
clients is clearly going to be of greater significance in terms of overall scale.  

AIM fundraising by sector (£m) 

  

Source: LSE 
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Deal fees 

Although greater in scale, deal fees are, of course, variable in size and lumpy in the way 
they may appear during any particular financial year. In addition, they are market 
dependent. For instance, events like the Brexit vote or investor concerns over volatility 
can have a significant effect on deal timings – and they may occur around the financial 
year-end of any institution like finnCap. That said, if one broadly assumes that over 40% 
of finnCap’s clients may undertake a transaction of some description during any one 
year, there is, at least, a prospective base of deal fees available – even if the size and 
timing may be less certain. finnCap’s experience over recent years is that both the 
quantity and quality of its deal fees has increased. This can be seen in the profile of the 
fees and the increase from £7.8 million in FY 2016 to £12 million in the FY 2019 eleven-
month period just reported. We understand that the largest deal fee which finnCap has 
received is around £2 million.  

finnCap - number and value of transactions since 1 January 2017 

 

Source: Company information, Progressive Equity Research 

 

The Group has a number of client/service specific teams: 

▪ Corporate Clients – essentially this public markets focused business providing 
corporate services remains a core part of finnCap’s offering 

▪ Deal Advisory – the Deal Advisory team focuses on public market transactions such 
as bid defences, acquisitions etc 

▪ Private Company fundraising 

▪ Investment Companies – unit trusts and investment trusts 

▪ M&A – sell-side and buy-side advisory 

▪ Debt Advisory – provide debt services as part of a sale mandate and offer debt 
services to finnCap clients 
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Trading 

Agency and principal trading commission in the UK as a whole has suffered as a result 
of MiFID II. Although much of the focus has been on the research unbundling reforms 
under MiFID II, the regulation has caused asset managers to scrutinise trading costs 
and has seen an increase in asset managers’ activity in electronic trading, contributing 
to a reduction in execution rates. While commission rates have reduced across the 
industry, finnCap is keen to build from the lower base and continues to provide those 
services. It will look to expand the number of institutions that it trades for and the number 
of stocks in which it makes markets.  There is also an opportunity to persuade trading 
clients of the value which finnCap brings through the matching of buyers and sellers. As 
an application of finnCap’s market knowledge at the less-liquid end of the market (rather 
than being automated in more liquid stocks) it should justify a higher commission rate. 

Research 

Research revenues have increased as finnCap looks to provide research services as a 
distinct product to institutional buy side clients and to corporate clients. Under MiFID II, 
asset managers must pay for third-party research separately from other services. This 
ensures that asset managers no longer accept free research as an inducement to 
channel their trading execution business towards specific brokers rather than to seek 
best execution. It is worth noting that the FCA has flagged that low-cost research puts 
both producers and recipients of such research in the firing line for closer scrutiny by the 
FCA. Both must ensure that pricing structures are not such that they call into question 
whether the separation of payment for research has been genuinely separated from the 
cost of trading services. finnCap does not charge institutions for research coverage of 
its retained client base (as this is paid for by the corporate clients themselves) thus 
producing greater distribution potential. It does charge for its non-corporate research, 
sector pieces and other research. 

The question of ‘lowballing’ the pricing of research services was highlighted in a speech 
by Andrew Bailey, Chief Executive of the FCA, made to the European Independent 
Research Providers Association in London on 25 February 2019. He noted that “asset 
managers must consider whether accepting certain pricing levels could still give rise to 
a conflict of interest…..if what they receive is so cheap as to call into question whether 
it is genuinely divorced from trading or wider relationships with a broker”. 

We view this as a clear indication that research services do have a value which should 
be properly priced to avoid falling foul of the regulator. It implies, therefore, that research 
services should continue to be a source of revenue for those who are in a position to 
write and distribute research of good quality. It also suggests that regulators will look to 
ensure that a decent level of competition remains in the provision of research which 
should put pressure on those who are perceived to be indulging in ‘predatory’ pricing for 
research services. 
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Revenue synergies 

As noted above, we expect the enlarged finnCap group to exploit the opportunities to 
cross sell services to the customer bases of both finnCap and Cavendish. That includes 
offering debt advice to finnCap corporates and also being in a position to offer disposal 
advice to the same customers where a lack of expertise would previously have resulted 
in an opportunity being turned down. Conversely, Cavendish clients can now be offered 
further options relying on the expertise of finnCap in raising funds as an alternative to 
selling a business. The wider set of services available allow finnCap to conduct a dual-
track service for certain clients where, for instance, a sales process might be run in 
conjunction with an IPO process to achieve the best outcome for the owners of a 
business. As importantly, the ability to make unified pitches to new clients opens up a 
new customer base within the mid-market segment which may seek a more rounded set 
of services from its adviser. 

The Group is obviously making investment in integrating the businesses and in 
supporting growth – including expanding the debt team and basing them at finnCap to 
exploit opportunities (see the first bullet point below). The businesses should now be 
aligned to operate as a combined entity with a judicious approach to branding. The FY 
2019 results announcement highlights a number of early successes for the combined 
businesses. These include: 

▪ The first debt advisory mandate for the Group for an existing finnCap client which 
highlights the clear potential for offering this service to the entire retained client base. 

▪ The first buy side transaction for Cavendish (it is currently working on more such 
mandates) 

▪ The first disposal mandate for Cavendish that was introduced by finnCap 

▪ A number of private fundraisings by finnCap that were introduced by Cavendish 

▪ The first successful pitch for a dual track sale/IPO 

▪ Several potential IPOs introduced by Oaklins 
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Expenses 

The Group’s principal costs are its people, premises and IT infrastructure. The dark blue 
segments show the people costs of the Group while the larger light blue ‘Other’ segment 
(representing around £5.2m here) contains items such as rent, data subscriptions, 
telecoms & IT, trading/settlements and marketing costs. 

finnCap Group expenses FY 2019 (£20.25m) 

 

Source: Company information, Progressive Equity Research 

finnCap Group employees are remunerated in a manner which has a different balance 
between basic salaries and bonuses. Employees in the ECM division have a market-
aligned basic salary and are awarded discretionary bonuses. The latter has, historically 
represented approximately half of the pre-bonus pre-tax profits. This reflects the need 
to support the large teams which are required to execute fundraising mandates and 
service a retained corporate client base. Cavendish employees receive lower basic 
salaries but are incentivised to originate and execute deal mandates with a more 
formulaic approach to bonus payments.  
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The growth opportunity 

The Group’s stated objective is to become a full-service provider of financial services to 
ambitious publicly quoted and private companies. With that in mind, the management 
team has set out three key objectives to drive growth: 

▪ capitalise on the existing successful Equity Capital Markets platform 

▪ expand the service offering to clients and into new markets; and 

▪ increase its reach through brand development. 

Below, we highlight some of the key elements that will support the journey to reach those 
objectives. The Admission document noted that any investment in these areas would be 
funded from the Group’s existing resources and would also be balanced with the 
requirement to generate profits and returns to Shareholders. 

Capitalising on the Equity Capital Markets platform 

▪ The Group will continue to focus on increasing the number of its retained corporate 
clients, particularly those with ambitious management teams who are more likely to 
generate deal fees. 

▪ It will aim to minimise churn and to identify businesses that wish to access the capital 
markets through an IPO through a continued focus on sector teams. 

▪ With the majority of finnCap’s trading revenues coming from corporate clients, this 
should also result in higher trading revenues. 

▪ finnCap does not charge institutions for research coverage of its retained client base 
thus producing greater distribution potential. 

Expanding the service offering 

Following the acquisition of Cavendish, the Group will also invest in the following areas: 

Private Company Team 

▪ Management expects an increasing number of companies to access capital privately 
rather than on the public markets noting that in 2017, 761 growth companies raised 
between £2 million and £25 million privately in the UK. 

▪ As a fragmented market, it is likely to be more resilient in the event of a decline 
in public market activities. The acquisition of Cavendish should deliver further 
opportunities.  

Investment Company Team 

▪ The team has ten retained clients and management believes that the current team 
can secure further retained clients, conduct several fundraisings of size per annum 
and grow its advisory base. 

Sell-Side Advisory 

▪ Following the acquisition of Cavendish, there is a significant opportunity to expand 
its sell side M&A capability to UK corporates and also geographically from its existing 
UK base. 
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Debt Advisory 

▪ Cavendish’s debt advisory offering can be marketed to finnCap’s existing retained 
client base and to potential new clients. 

▪ This is a significant opportunity given that 82 of finnCap’s 125 retained clients 
currently employ some form of debt facility which will need refinancing at some stage. 

Buy-Side Advisory 

▪ A combination of the existing advisory capability on City Code transactions with the 
advisory capability of Cavendish should enhance the Group’s ability to create a more 
significant buy side M&A business. 

Slide Rule Fund 

▪ Currently in the process of establishing an investment performance track record, 
management believes that the Slide Rule Fund has ‘significant growth potential’ both 
in the existing fund and in appropriate international markets. 

Brand development 

▪ Further investment in marketing to drive event-driven brand recognition projects in 
addition to developing a greater social media presence. 

▪ Partnerships with organisations that are already engaged with potential clients  

▪ Leverage its principal campaign - Ambition Nation (see separate commentary on 
Page 23) 

▪ The Ambition Nation campaign is supported by the Female Leaders series as well 
as partnerships with Stepping into Business and the Supper Club (a network of 
entrepreneurs) which is also supported by Cavendish. 

These initiatives provide a forum to promote the finnCap brand and generate new 
business. 

People 

▪ Investment in people to enhance skills and capacity within the Group. 

▪ Further enhance its training and development programme to become a differentiator 
on recruitment. 

▪ Admission to AIM has enhanced the Group’s ability to attract and retain the right 
personnel. 

▪ Share ownership schemes, current ownership and options 

Technology 

▪ Further development of the customer relationship management system. 

▪ Utilise information systems to leverage the brand expansion activities to drive ne 
business. 
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Recognising something different 

Given the importance of proprietary intellectual property and the focus on establishing a 
recognisable culture and brand across the Group, we look at two of the points mentioned 
above in a little more detail. 

The Slide Rule tool and the Slide Rule Fund 

The Slide Rule Fund is based on finnCap’s proprietary Slide Rule research tool that 
analyses quoted companies. The Slide Rule tool is an internally-developed stock picking 
system, called QVGM+ which relates to Quality, Value, Growth and Momentum + a 
screen for financial quality and stress. The typical company in the resultant portfolio is 
one with above average growth and above average ROCE (return on capital employed). 
The MontLake finnCap Slide Rule UCITS Fund is an open-end fund which seeks to 
deliver capital growth through a quantitative approach to investing in UK-listed smaller 
companies in the range of £100m - £4bn market capitalisation. 

The current portfolio contains around 60 smaller companies that have been picked using 
the QVGM+ quantitative process. These companies are the best blend of quality and 
growth after testing for cash flow quality, dividend affordability and financial stress. The 
portfolio broadly aims for an equal weight in each company and the median market 
capitalisation of portfolio holdings is currently circa £375m. 

Other current metrics include: 

▪ A median Free Cash Flow RoCE of 25.5%, some 3x the UK smaller companies’ 

median of 9.0%. 

▪ An average revenue growth rate of 12% and operating profit growth rate of 27%, both 

growth rates approximately double the UK smaller-company average. 

▪ A median free cash yield of 5.0%, in line with the smaller companies’ median of 5.0%,  

finnCap Slide Rule UCITS Class A shares versus benchmarks since inception 

  

Source: Thomson Reuters 

At the moment, the fund is in the process of establishing a performance record given 
that investors prefer to see at least three years performance data as a necessary track 
record prior to making an investment.  
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The Benchmark for the fund is the simple average of the FTSE AIM all-share and the 
FTSE Small Cap index. The table below shows the performance indexed from the start 
date of the fund. The fund outperformed that benchmark during 2018 following its launch 
in February. It has also outperformed so far in 2019. Currently this year (to 17 June 
2019), performance is running at 12.40% versus 8.47% for the benchmark. The table 
shows reported data up to the end of May 2019. 

finnCap Slide Rule UCITS performance 

  

Source: Thomson Reuters 

Ambition Nation 

finnCap launched Ambition Nation in November 2017 to ‘help fuel scale-up and growth 
in as many UK PLCs as possible’. 

It is essentially a nationwide campaign designed to help fuel growth by showcasing 
fundraising success stories and providing a platform through which advice can be 
accessed and knowledge gained. This includes podcasts, guides, reports and events. 
finnCap has also launched its Ambition Nation Listed 50, revealing Britain’s most 
ambitious smaller quoted companies by identifying the fifty leading smaller UK-listed 
companies that offer the best blend of growth and quality as ranked by finnCap's Slide 
Rule equity analysis tool.  

The Ambition Nation series of events drives content and insights to ‘inform, inspire and 
fuel business growth’.  In October 2018, finnCap hosted its now annual Ambition Nation 
summit focusing on “Building An Ambitious Future”, and the bi-annual Female Leaders 
series in September 2018 (focusing on the funding gap) with over 30 speakers and 800 
attendees taking part in all its events.  In 2019/20, finnCap intends to expand the Female 
Leaders series regionally, host its inaugural Ambition Nation Listed 50 Awards in 
October, as well as launch its Driving Ambition film series in August. 

The direction behind this work is to examine the building blocks behind the success of 
the UK’s most ambitious businesses with a view to highlighting how fast-growth 
companies from around the UK produce superior performance. By using the example, 
experiences and knowledge of those companies’ executives, others can gain an insight 
into how they tackle the key issues facing businesses today. There is a particular focus 
on how business leaders can best utilise the current available investment options to 
access the growth capital they need to support their growth ambitions. 

Improving brand reach and driving new business leads 

Clearly, as well as being an important campaign to aid growth, Ambition Nation is also 
a clever way of supporting the brand and culture which finnCap is promoting and 
projecting. Importantly, it gives the Group an opportunity to approach the wider business 
community and bring together influential preople from across finnCap’s target market. 
This provides differentiated lead generation through building a community of CEO’s, 
business leaders and investors.   

 

 

 

  

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

2018 -1.15% -0.54% 4.49% 2.41% 0.17% 0.46% 1.95% 0.50% -11.77% -0.47% -6.65% -11.08% -12.17%

2019 5.24% -0.47% 2.94% 4.63% -0.41% 12.35% 9.46%
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FY19 results 

Full of promise 

finnCap has reported a strong set of results which also contain a great deal of promise 
for the future of the Group. At the same time, they reflect a financial year in which market 
conditions and regulation impacted the business environment and in which Cavendish 
produced record revenues in its financial year to the end of March 2019. finnCap spent 
time preparing for its Admission to AIM, as well, of course. 

The numbers reported are for the period to the end of March 2019 which represents a 
change in year-end from April for finnCap and therefore only cover 11 months of trading. 
Additionally, given that Cavendish was acquired in December, there was only a four-
month contribution from that business in the results. Consequently, reported revenues 
of £24.5m included £21.3m from finnCap and £3.2m from Cavendish. As we note earlier 
in the document, Cavendish enjoyed a record year for revenues in the full twelve months 
of its financial year to the end of March 2019. 

The table below shows a pro forma version of combined revenues for the two businesses 
over that period which produces a figure of £38.0m. We have taken an average monthly 
run rate for the finnCap business from the 11 months in the reported period and simply 
multiplied it by 12 to get the annualised number of £23.2m. The £14.8m for Cavendish 
is the number highlighted for the 12 months to the end of March 2019. However, while 
noting the potential that this implies, we would counsel against using that as a base from 
which to extrapolate near term future revenues – particularly in light of Cavendish’s 
stellar performance within that total. 

Pro forma revenues for 12m to 31 March 2019 (£m) 

 

Source: Company information, Progressive Equity Research 

Business line highlights 

Revenues 

Within the £21.3m produced by finnCap, retainer fees were up in the 11 months to £5.9m 
from £5.7m in the 12m comparator period implying like-for-like growth of close to 13%. 
During the period, 18 new clients were won with 16 leaving mainly due to delistings and 
takeovers. As we note earlier, retained investment company client numbers increased 
from 6 to 10. 

Deal fees increased from £11.3m in FY 2018 to £12.0m in the 11-month FY 2019 
reflecting some notable fundraising such as that of Ideagen together with useful 
contributions from the PLC M&A Advisory, Investment Companies and Private Company 
teams. 

Pro forma Group revenue FY 2019 (£m)

finnCap average monthly run rate 1.9         

Annualised finnCap 23.2       

Cavendish 12m to 31 Mar-19 14.8       

Implied 12m of Group 38.0       
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Trading and Research revenue reflected the fact that FY 2019 was finnCap’s first full 
financial year to be impacted by MiFID II and, additionally, it was only an 11-month 
trading period. While the introduction of research payments offset some of the resulting 
lower volumes and average commission rates, revenue declined to £3.4m from what 
had been a reasonably consistent number of around £5m in recent years. 

As we have mentioned above, Cavendish enjoyed a record year during which it closed 
28 deals producing £14.8m in fees – substantially ahead of the £10.2m it reported in the 
prior year. Of course, only the £3.2m included in the Group results was reported since 
its acquisition by finnCap. The results announcement reiterates management comments 
made in the admission document that this performance by Cavendish was ‘significantly 
higher than the business would normally generate’ reflecting, as it did, a somewhat 
abnormal level of inbound deal flow. This is attributed to the political environment (which 
we assume predominantly references Brexit) and concerns about possible changes to 
the future taxation of entrepreneurs. Nonetheless, the ability for the Cavendish business 
to secure and deliver multiple transactions is clear as is the potential to grow the 
business through a sector approach to lead generation and execution. Management 
states that this process will be augmented by the recruitment of more sector and 
geographic specialists, cross referrals with the finnCap businesses and brand 
development.  

Expenses and profits 

The Group’s reported costs in FY 2019 totalled £20.26m for the 11 months in question 
(see below for breakdown). As described earlier, the Group’s principal costs are its 
people, premises and IT infrastructure. Again, these numbers reflect 11 months of 
finnCap and four months of Cavendish. ‘Other’ costs (representing around £5.1m) 
contains items such as rent, data subscriptions, telecoms & IT, trading/settlements and 
marketing costs. 

finnCap Group expenses FY 2019 (£20.26m) 

 

Source: Company information, Progressive Equity Research 

finnCap Group reported a pre-tax profit of £3.20m compared to £3.05m in the prior (12 
month) financial year. Diluted EPS of 1.65p compared to 2.04p in the prior year. 

  

FY 2019

Employee benefit expense 14.45

Depreciation 0.24

Amortisation 0.06

Operating lease payments 0.47

Foreign exchange (gains) -0.06

Other 5.10

20.26
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Scenario analysis 

As we have noted previously, finnCap has only reported one financial period as a public 
company and that was for an eleven-month period with less than four months’ 
contribution from Cavendish. In addition, some of the revenue sources (and, to an 
extent, related expenses) can be lumpy in nature and can be subject to uncertain timing. 
Nonetheless, we can make a number of assumptions about those items and form views 
on possible revenue outcomes. For the moment, therefore, we have produced three 
scenarios which show the resulting pre-tax profit of the Group based on our subjective 
views on the main sources of revenues. Within those, our assumptions reflect potential 
market influences on volumes, ranging from less favourable to more favourable with 
reference to the prevailing market conditions which shaped the recently reported FY 
2019 results for the Group. We assume that there will be growth in client numbers from 
the position at the end of FY 2019. 

Clearly, the reported FY 2019 numbers do not reflect a full year of ownership of 
Cavendish so the scenarios show our views on possible contributions to revenues and 
the associated cost base of the business acquired in December 2018 under M&A 
Advisory.  

For the ‘Low’ case we have assumed that some elements – such as client numbers and 
employee numbers - wouldn’t necessarily fall away particularly quickly if the Group 
continues to provide a good service even in the face of volatile markets. It seems 
reasonable to flex the upside for the ‘High’ case more in respect of revenues as well 
given that Cavendish was able to take advantage of market conditions so effectively 
during its most recent financial year to the end of March 2019. Essentially, given the 
recent performances of both finnCap and Cavendish, it seems reasonable to 
acknowledge that there is enough diversity within the business streams (albeit that they 
are all financial services related) to allow for a degree of resilience in the numbers in the 
three scenarios. However, it is worth noting the difference between the pre-tax profit 
numbers that emerge from the three scenarios and that, even allowing for some 
resilience, the ability to flex discretionary elements of expenditure is likely to be a key 
factor in determining profitability. 

Our assumptions are as follows: 

Revenue 

finnCap retainers are based on estimated numbers of retained clients (128 to 132 across 
the scenarios) and average client fees (£50k - £52k) 

finnCap deal fees are based on our estimates of likely transactions undertaken by the 
client base in a given period and the associated average level of advisory fees. These 
are obviously subject to considerable variation from market conditions and from the 
timing of payments. Nonetheless, we have kept these fairly tight between the ‘Low’ and 
‘Mid’ scenarios but still believe that there is a reasonable spread of options across the 
scenarios to allow for a degree of both elements. 

M&A Advisory revenues represent a combination of retainer fees and success fees. 
These are based on our estimates of the number of clients on retainers and the number 
of successful transactions in the period in question together with estimated fee levels. 
Given the numbers reported in prior years, we have assumed that retainers represent 
13%-14% of total M&A Advisory revenues across the scenarios. The same caveats on 
timing and markets apply here. 

Trading and Research revenue represent our view on a number that may realistically be 
generated from the business as it stands in market conditions which are less-to-more 
conducive over the three scenarios. We have taken the view that a post-MiFID II world 
remains challenging overall for generation of these revenues so the numbers in the 
scenarios are below the historical equivalents seen prior to 2018. 
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Expenses 

We have looked at the FY 2019 results for the eleven months to the end of March 2019 
and noted commentary on expenses in the Admission document. We have estimated 
costs for the three scenarios on the basis that employee numbers may vary little between 
the ‘Low’ and ‘Mid’ cases but that some of the non-remuneration expenses may vary a 
little more with business volumes. In addition, we have taken a view on the level of bonus 
payments that may result from the varying levels of profitability across the three 
scenarios.  

Clearly, this also includes our view on the level of retained earnings that the business 
might require to further invest in growth following the commitment to pay a dividend. 

When looking at non-staff costs, we have assumed that property and telecoms costs 
remain steady across the three scenarios and that there is some small increase in other 
costs - such as data, settlements and marketing – between the scenarios. 
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Low, Mid and High cases 

The summaries of the three scenarios are shown in the table below. As we note 
previously, they are not estimates but simply an attempt to show the effects of 
fluctuations in fee types and expenses. Our assumptions are clearly subjective but give 
an idea of our views on the possible dynamics of the Income Statement and how 
expenses might flex with the different revenue streams. We have included some implied 
multiples at the bottom of the table to show the range of outcomes for Profit after an 
assumed tax rate of 19%. 

Scenarios 

 

Source: Progressive Equity Research 

£m LOW MID HIGH

Total retainers 6.40 6.50 6.60

Total deal fees 11.92 12.78 13.56

M&A Advisory 9.21 9.91 10.75

Trading & Research revenue 3.50 3.85 4.25

Total revenue 31.04 33.05 35.16

Total staff costs (inc. bonuses) -19.54 -20.49 -21.33

Other expenses -7.64 -8.00 -8.36

Total expenses -27.18 -28.49 -29.69

Pre-interest profit 3.86 4.55 5.47

Net interest 0.04 0.04 0.04

Pre-tax profit 3.90 4.59 5.51

Adj. (£m) EBITDA 4.37 5.07 6.00

Adjusted profit after tax (£m) 3.33 3.90 4.65

Basic EPS (p) - undiluted 1.87 2.20 2.64

Basic EPS (p) - diluted 1.63 1.93 2.31

Adj. EPS before exc. items (p) - undiluted 1.97 2.31 2.75

Adj. EPS before exc. items (p) - diluted 1.72 2.02 2.41

Implied multiples at current share price

PER on undiluted Basic EPS (x) 13.1 11.1 9.3

PER on diluted Basic EPS (x) 15.0 12.7 10.6

PER on undliuted Adj EPS (x) 12.4 10.6 8.9

PER on diluted Adj EPS (x) 14.2 12.1 10.2

EV/EBITDA (x) 8.4 7.2 6.1

Assumed dividend payment (p) 1.4 1.4 1.4

Dividend yield (%) 5.7% 5.7% 5.7%
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Board of Directors 

Jon Moulton, Non-Executive Chairman  

Jon was appointed chairman of finnCap in January 2010. He is currently Chairman of 
The International Stock Exchange and Anti-Microbial Research Limited. He is a 
Chartered Accountant and a Fellow of the Institute for Turnaround Professionals. He 
chairs the Better Capital funds and Greensphere, an alternative energy infrastructure 
fund (which was partnered with the Texas Pacific Group). He is an active private investor 
and has been working in private equity since 1979. Jon is a member of the Board of the 
Corporate Finance Faculty of the Institute of Chartered Accountants and regularly writes, 
broadcasts and speaks on corporate finance and financial matters. He is a director of 
the think tank, The Centre for Policy Studies. Jon is also an Honorary Fellow of University 
College London and a Trustee of the UK Stem Cell Foundation and his own medical 
research charity. A former Managing Partner of Alchemy, Jon’s career also included 
running Permira, CVC UK and the buy-out group of Apax, as well as being a director of 
numerous public and private companies, including Ashmore PLC. He was also a board 
member of the £3.8 billion UK Government Regional Growth Fund. 

Baron Leigh of Hurley, Executive Deputy Chairman  

Howard is the senior partner and co-founder of Cavendish, and has built the business 
into a leading UK M&A advisory practice. He graduated in Economics and, after a short 
period in UK merchant banking, joined Deloitte Haskins & Sells where he qualified as a 
Chartered Accountant and further qualified with the Chartered Institute of Taxation. In 
early 1986 Howard helped establish Deloitte’s Mergers and Acquisitions business and 
developed an expertise in selling corporates. In 1988 he left to set up Cavendish. He 
served as the Chairman of the Faculty of Corporate Finance of the ICAEW between 
2000 and 2004. During this time he also served on the Takeover Panel as well as sitting 
on the Council of the ICAEW. In 2008 he was awarded the Faculty’s Outstanding 
Achievement in Corporate Finance award. Howard was a Vice President of M&A 
International Inc., the global advisory M&A firm, and predecessor to Oaklins International 
Inc. He was elevated to the Peerage as Baron Leigh of Hurley in 2013 and speaks 
regularly in the House of Lords on business, finance and tax matters. Howard was 
appointed as a Treasurer of the Conservative Party in 2000, and subsequently as Senior 
Treasurer. Howard continues to take an active role in his political and charitable activities 
following Admission. 

Samantha Smith, Chief Executive Officer 

Samantha established finnCap in 2007, having orchestrated the management buy-out 
of a small broking division of JM Finn & Co Limited, a private client stockbroking firm. 
Samantha is the first female chief executive of a City stockbroking firm and as such is a 
supporter of social enterprises designed to inspire and engage the next generation of 
female business leaders and entrepreneurs. Samantha qualified as a Chartered 
Accountant at KPMG and is an alumna of the University of Bristol. 

Tom Hayward, Chief Financial Officer 

Tom was appointed to the role of Chief Financial Officer of finnCap in 2010. He 
previously spent nearly 10 years as Venture Capital investor at Herald Investment 
Management Limited where he invested in early stage information technology and media 
companies. Between 1998 and 2000, Tom was an Executive at J. Henry Schroder & Co, 
in the telecoms and technology M&A team. Tom trained as a Chartered Accountant 
(ACA) in KPMG’s project finance team, and has a BA (Hons) in Natural Sciences from 
Trinity College, Cambridge, and an MSc in Computing from Imperial College, London.  
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Stuart Andrews, Head of Corporate 

Stuart joined finnCap in March 2012, was appointed Head of Corporate Finance in July 
2012 and joined the board of finnCap in 2013. He qualified as a chartered accountant at 
PwC and subsequently worked in the corporate finance department of Beeson Gregory 
and Evolution Securities. Stuart has extensive knowledge of advisory roles for ambitious 
growth companies both on the public markets and privately which includes IPOs, all 
aspects of fundraising and M&A. Stuart was appointed Head of Corporate in May 2018. 
Stuart is currently a member of the London Stock Exchange AIM Advisory Group, an 
external committee of senior executives who provide input and advice on all matters 
affecting the operation and regulation of AIM. 

Vin Murria OBE, Non-Executive Director 

Vin brings more than 25 years of venture capital, private equity, M&A, Chief Executive 
Officer and operational experience in the software sector. Vin has held Chief Executive 
Officer positions at Advanced Computer Software, which she founded in 2008 and sold 
seven years later to Vista Private Equity for £725 million, and at Computer Software 
Group. During her five-year tenure at Computer Software Group she took the company 
private, backed by HG Capital, then subsequently sold it to PE firm Hellman & Friedman 
in July 2007. Vin sits on the boards of two FTSE 250 companies, Sophos Plc and Softcat 
Plc and was previously on the board of ZPG plc. Her previous roles include acting as 
Chief Operating Officer at Kewill Systems plc, a partner at Elderstreet Investments and 
she holds non-executive director roles at Chime Plc, Greenko Plc, Concateno Plc 
(acquired by Providence), GIC Private equity and Inverness Medical. Vin has a BSc 
(Hons) in Computer Science and an MBA from the University of London and a Doctorate 
Business in Administration (Honorary) from Edinburgh Napier University. 

Andy Hogarth, Senior Independent Non-Executive Director 

Andy was appointed to the board of Staffline Group plc as Finance Director in 2002, 
becoming Managing Director in 2003 and was appointed Chief Executive when the 
company was admitted to trading on AIM in 2004. During the 15 years of his leadership, 
the business grew from a turnover of £40 million in 2004 to nearly £1 billion in 2017, with 
underlying operating profits growing from £2 million to over £39 million during the same 
period. He has held senior roles in a wide range of businesses, including retail, support 
services, healthcare, hospitality and construction. As Finance Director, he led the 
management buy-out and subsequent trade sale (to Morgan Sindall in 2002) of Pipeline 
Constructors Group, a utility services business. He currently sits on the board of an 
elderly care charity, is a Governor of two RSA academy schools and is the Non-
Executive Chairman of Ten10 Ltd, a Private Equity backed computer software testing 
consultancy. He is also a Director of Hogarths Hotels, two boutique hotels in Solihull and 
Kidderminster. He is a Fellow of the Association of Chartered Certified Accountants.  

Barbara Ann Firth (formerly Bebbington), Independent Non-Executive 
Director 

Barbara has decades of financial and management experience covering both private 
and quoted companies. Previous roles have included Chief Financial Officer and 
subsequently Chief Operating Officer of Advanced Computer Software Group plc 
(“ACS”) from its early stages to the sale in 2015 to Vista for £725 million. Prior to her 
role at ACS, Barbara was Chief Financial Officer of Computer Software Group plc 
(“CSG”) from the time of its float to its sale in 2007 to HG Capital. Prior to CSG, Barbara 
was the UK financial controller for Roberts Pharmaceutical Inc. and a member of the 
Roberts/Shire merger task force. Barbara has considerable M&A experience covering 
both smaller bolt-on acquisitions and larger scale transactions. 
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RISKS 

RISKS 

 

Source: finnCap and Progressive Equity Research 

 

Risk Risk/impact Management action/comments

Failure to execute 

growth strategy

The risk that anticipated growth is not achieved through lack of delivery of organic 

and/or acquisitive means.

finnCap manages this risk through the Board’s oversight of strategy, 

adherence to the QCA’s corporate governance code, risk analysis and 

the provision of timely management information in order to enable 

decisions to be made appropriately

Market downturn
as with other firms in our sector, finnCap is generally dependent on the financial 

market's health and appetite for investment

finnCap recognises that the business and its markets are cyclical, and 

has developed a business model that is robust in these circumstances.  

The Group as a whole is less reliant on any particular subsector of the 

financial markets than either of its previously independent subsidiaries.

Key personnel

The Group’s future success is substantially dependent on the continued services and 

continuing contributions of its Chief Executive, other senior management, Qualified 

Executives (as defined in the AIM Rules for Nominated Advisers) and other key 

personnel - the loss of any of which could have a material adverse effect on the Group’s 

business. 

The Group maintains appropriate remuneration and employment 

policies to seek to retain and improve the quality of its team and 

regularly reviews these to ensure they are still appropriate for this 

purpose.

Failure to recruit and/or 

retain sufficient qualified 

staff

There can be no guarantee that the Group will be able to continue to recruit, retain and 

motivate highly skilled and qualified personnel. Failure to do so could result in a 

reduction in the Company’s business and trading results.

finnCap is focussed on paying its staff appropriate remuneration.  It also 

considers its culture as a strong differentiator that enables it to recruit 

and retain a strong employee base.

Reputation

The Group’s ability to retain existing clients, attract new business, to retain employees 

and to attract new talent to the business is dependent on the maintenance of its 

reputation. Adverse market perception and negative publicity could have a material 

adverse effect on the financial condition, results or operations of the Group.

finnCap has internal approvals processes and a strong appropriate 

culture that mitigate risk both before it takes on new business and as 

transactions proceed. In the event of risk crystallisation, management 

would proactively to address market impact and maintain confidence in 

the Group's offering and services.

Network and systems 

performance

The Group is heavily reliant on its information technology systems. Damage, disruption 

or shutdown could have a significant adverse effect on the Group’s business operations. 

Security breaches could adversely affect client relationships and the Group’s brands and 

reputation and expose the Group to liabilities for regulatory breaches in respect of data 

protection and other regulations. Power failure or loss of critical information 

technology systemsduring a trading day could result in trading losses and failure to 

fulfill client orders which could lead to significant losses and reputational damage.

finnCap operates a governance framework to manage the availability 

and performance of its services. finnCap has disaster recovery and 

backup systems in place and the Group’s insurance offers mitigation 

cover for loss and damage that it may suffer as a result of a system 

failure. 

Poor trading 

performance

The Group is dependent on the performance of its market making desk, given the 

potential to make loses here.

finnCap contains its potential exposure through the implementation of a 

tight regime of trading limits and constant monitoring of performance 

and exposure. Any protracted loss-making period would result in a 

reappraisal of the commercial rationale of these business lines.

Market risk
the Group is exposed to movements in the value of its holdings in quoted and 

unquoted securities

This risk is mitigated through frequent review of its holdings for 

appropriateness, risk and liquidity

Third party service 

providers

the Group relies on third party service providers for certain aspects of its businesses (for 

example, on Pershing for settlement of its trades).  There is a risk that these service 

providers are unable to meet their contractual obligations to the Group

The Firm manages this risk through the identification of key providers, 

monitoring of their performance, investigation of issues as and when 

they arise and dialogue about these providers’ business continuity 

plans.

Increased competition

New entrants or existing service providers may extend product sets to compete directly 

with finnCap's products and services. This may dilute the addressable market and slow 

down growth.

The Group’s main defence against competition is the desire of 

management and staff to be a leader in the Group’s markets in terms of 

client service and the development of new products and services.

Litigation

Legal proceedings may arise from time to time in the course of the Group’s businesses. 

The Directors cannot preclude that litigation may be brought against the Group 

whichcould have a material adverse effect on reputation of the Group or its financial 

condition, results or operations. The Group’s businesses may be materially adversely 

affected if the Group and/or its employees or agents are found not to have met the 

appropriate standard of care or exercised their discretion or authority in a prudent or 

appropriate manner in accordance with accepted standards.

finnCap looks to mitgate this risk through staff training, adherence to 

high standards of customer relationship management, and the use of 

clear engagement letters that specify exactly what services are provided 

and which limit the Firm’s liability appropriately. The Group maintains 

professional indemnity insurance against such risks of its employees or 

agents.

Regulation

The Group’s activities are regulated primarily by the FCA and the London Stock 

Exchange and it is dependent on FCA and London Stock Exchange authorisation to carry 

on such activities. The FCA, the London Stock Exchange, the Takeover Panel and other 

regulatory authorities require adherence to regulations which, if breached, may cause 

the company to undergo time-consuming and expensive enquiries. The Group may face 

regulatory proceedings and damage to its reputation and ultimately its business if the 

FCA or any other regulatory body were to detect or allege any failure to comply with 

applicable regulations.

The Group has an independent and well-resourced compliance 

department that reports to the Group Board. The Directors monitor 

changes and developments in the regulatory environment and ensure 

that sufficient resources are made available to implement any required 

changes.  However, there is the potential that future changes to the 

regulatory, legislative or tax environment may have an impact on the 

profitability of the Firm.  Particularly relevant here is the lack of visibility 

of the eventual resolution of Brexit, and its impact on the Firm, its 

clients and markets

Credit

The Group is exposed to the risk that third parties that owe the Group money or 

securities will not perform their obligations. Furthermore, default risk may arise from 

events or circumstances that are difficult to detect, such as fraud. The Group may also 

fail to receive full information with respect to the trading risks of a counterparty.

The settlement model primarily used by the Group does not expose the 

Group to a direct risk as a principal to a trade. However, the Group 

would be required to compensate its settlement agent for any loss. 

Credit risk exposures are managed by the use of individual counterparty 

limits which are assessed further according to the results of relevant 

financial indicators and/or news flow.

Liquidity risk
Liquidity risk is the risk that obligations associated with financial liabilities will not be 

met. 

The Company monitors its risk to a shortage of funds by considering the 

maturity of both its financial assets and projected cash flows from 

operations. The Company’s objective is to maintain adequate cash 

resources with a material contingency to meet its obligations as they fall 

due.
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Disclaimers and Disclosures 

Copyright 2019 Progressive Equity Research Limited (“PERL”).  All rights reserved.  PERL provides professional equity research 
services, and the companies researched pay a fee in order for this research to be made available.  This report has been 
commissioned by the subject company and prepared and issued by PERL for publication in the United Kingdom only.  All 
information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable; 
however, PERL does not guarantee the accuracy or completeness of this report.  Opinions contained in this report represent 
those of the research department of PERL at the time of publication, and any estimates are those of PERL and not of the 
companies concerned unless specifically sourced otherwise.  PERL is authorised and regulated by the Financial Conduct Authority 
(FCA) of the United Kingdom (registration number 697355). 

This document is provided for information purposes only, and is not a solicitation or inducement to buy, sell, subscribe, or 
underwrite securities or units.  Investors should seek advice from an Independent Financial Adviser or regulated stockbroker 
before making any investment decisions.  PERL does not make investment recommendations.  Any valuation given in a research 
note is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price.  PERL does not 
undertake to provide updates to any opinions or views expressed in this document. 

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the 
United Kingdom.  It has not been prepared in accordance with the legal requirements designed to promote the independence of 
investment research.  It is not subject to any prohibition on dealing ahead of the dissemination of investment research. 

PERL does not hold any positions in the securities mentioned in this report.  However, PERL’s directors, officers, employees and 
contractors may have a position in any or related securities mentioned in this report.  PERL or its affiliates may perform services 
or solicit business from any of the companies mentioned in this report. 

The value of securities mentioned in this report can fall as well as rise and may be subject to large and sudden swings.  In addition, 
the level of marketability of the shares mentioned in this report may result in significant trading spreads and sometimes may lead 
to difficulties in opening and/or closing positions.  It may be difficult to obtain accurate information about the value of securities 
mentioned in this report.  Past performance is not necessarily a guide to future performance. 


