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KEY DATA 

Net (Debt)/Cash £12.1m (at 30/09/20) 

Enterprise value £20.8m 

Index/market AIM 

Next news Finals, July 2021 

Shares in Issue (m) 168.8 

Chairman Jon Moulton 

Chief Executive Samantha Smith 

CFO Richard Snow 

 

COMPANY DESCRIPTION 

finnCap is a financial services group focused 
on providing a full-service offering to 
ambitious growth companies 

www.finncap.com 
 

A strong first half with expectations exceeded 

These results – and the resilient performance contained within – suggest to 
us that the strategy of developing a full suite of products for growth 
companies has stood finnCap in good stead so far during this changed 
operating environment. In particular, developing strong sector teams 
(where it will continue to invest) has been beneficial in driving new 
business. CEO Sam Smith notes that the Group is moving into the next phase 
of its strategy which is to seek complementary bolt on acquisitions in 
adjacent sectors to further broaden its offering to growth companies. We 
introduce estimates for FY 2021E which reflect the strong first half 
performance and our conservative view on H2 – although we note that the 
latter period has started well. 

▪ The announcement confirms that finnCap’s financial Q3 has started well 
– including the completion of the IPO of Fonix Mobile and a further large 
fund raising for Synairgen plc. It notes that there is a good pipeline of deals 
in both ECM and M&A businesses at present and recently announced a 
£19.6m raise for ANGLE plc. 

▪ Given the performance during the first half, it is no surprise that the Board 
expects to deliver results for FY 2021E ahead of management’s previous 
expectations. There is clearly a large caveat in that the operating 
environment remains uncertain with both the effects of COVID-19 and 
Brexit continuing to bring influence to bear. We publish first-time 
estimates for FY 2021E. 

▪ The Group is to dispose of its the majority holding in Primary Bid plc 
realising around £700k, with the transaction expected to complete in early 
2021, subject, inter alia, to regulatory approval. It will retain a residual 
stake worth around £300k. 

▪ The Group has delivered a strong first half, certainly better than envisaged 
by management at the start of the pandemic and even at the time of July’s 
FY 2020 results announcement. The H1 numbers reflect both good cost 
control and stronger revenues, particularly from ECM. 

▪ With a much rosier picture in terms of balance sheet strength, the Group 
is well positioned to consider the resumption of dividend payments and 
has declared a 0.5p dividend for the first half. 

▪ The Group also announces that Chairman, Jon Moulton, is stepping down 
from the Board at the end of this year following which Robert Lister will 
be appointed as its new Chairman.  
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FYE MAR (£M)   2019 2020 2021E 

Revenue   24.5 25.9 35.8 

Adj EBITDA   4.7 2.6 7.3 

Fully Adj PBT   4.4 1.6 5.5 

Fully Adj Dil. EPS (p)   2.6 0.8 2.5 

EV/Sales (x)   0.8x 0.8x 0.6x 

EV/EBITDA (x)   4.5x 8.2x 2.8x 

PER (x)   7.6x 25.7x 7.7x 

Source: Company Information and Progressive Equity Research estimates 
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Swift action underpinned flexibility and resilience  

H1 2021 was stronger than originally anticipated after COVID-
19 struck 

finnCap reacted to the start of the pandemic by taking action to contain costs which 
included significant pay reductions for staff and all directors for the first three months of 
FY 2021E. It also ceased dividend payments and cancelled discretionary bonus payments 
for FY 2020. Non-staff costs were also carefully managed. We believe that the aggregate 
cash saving generated by these actions was c. £2-3m. 

In fact, revenue in H1 was ‘much stronger’ than management expected. In combination 
with its action on costs, profits and cashflow were materially better than in H1 2020. The 
latter is evidenced by the Group’s £12.1m of cash on the Balance Sheet at the end of 
September 2020 compared to £4.7m six months before. The Group has, therefore, 
continued to invest in people with senior hires in its M&A, Alternative Capital and Family 
Offices businesses.  Further hires in the ECM and equities businesses are flagged for the 
second half. This includes establishing a new business segment to develop market analysis 
strategies for large institutions and hedge funds - a new client group for finnCap - for which 
it has already hired the senior team. 

finnCap Analytics 

This new venture, named finnCap Analytics, is expected to be fully functioning by mid-
calendar year 2021 with the objective of growing the Group’s secondary commission 
business through marketing trading strategies in predominantly large and liquid companies 
to larger hedge funds and investors which will be new to the Group. 

To incentivise the senior team and future recruits into the new business, finnCap will issue 
options across the whole team of up to 20 million new ordinary shares at a price of 20p 
between April 2024 and April 2028 in equal annual grants.  Issue is subject to specific annual 
(and increasing) unit PBT targets.  In aggregate, the team must deliver unit PBT of £8.5m 
over the 4 financial years to 31 March 2025 in order to be awarded the incentive plan in 
full.  The 20 million options represent nearly 12% of current shares in issue. Management 
views this significant level of potential issue in the context of delivery that would be 
‘attractively earnings enhancing for the Group’ after the first year of operation and, 
therefore, comparatively low in terms of financial risk.  

Dividend 

finnCap’s strong H1 performance has put it into position to re-start dividend payments with 
an interim dividend of 0.5p per share payable in December.  It has provided no guidance 
for the full year, but we would be surprised if the final payment is not at least the same 
given the expectations for a good financial performance  for its full year. 

Current trading and outlook – a pragmatic view 

Management comments on the outlook for the business are tempered by the potential 
further impact of COVID-19 on the operating environment despite recent news on 
vaccines. Whilst finnCap has just reported a very good half year of trading (with a good 
result in prospect for the full year) – and is well-positioned to execute its strategy, in our 
view – the future is subject a great degree of uncertainty. 
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The emphasis is on using its stronger balance sheet to continue to invest in its strategy of 
building a broader range of products and services and establishing wider sector expertise 
for its growth company client base. finnCap’s financial position is substantially better than 
at March 2020, making it better prepared for further volatility. 

Given the uncertainty noted above, we are not going to consider publishing estimates for 
FY 2022E until we can more properly assess the impact of COVID-19 and government 
action/support on economic activity and confidence.    

H1 2021 results 

Business line highlights 

ECM 

The table below shows the activity by sector of AIM companies during the calendar year to 
the end of October. We have split the statistics to show the middle section, highlighted in 
blue, which corresponds to the first half of finnCap’s current financial year. 

 
New and Further Money Raised by Sector 

 

Source: London Stock Exchange data 

 

Capital raisings have obviously been higher than expected with companies looking to 
support their balance sheets early in the onset of the impact of the pandemic. The reasons 
reflected the need for new equity either to ride out the storm or to support development 
of business models, solutions or products which saw particular demand in the changed 
operating environment. As we note above, it has been particularly beneficial to have strong 
sector-specific offers to clients in the current operating environment. 

The chart below shows the level of money raised by AIM companies up to the end of 
October (one month into finnCap’s financial year Q3). It has already outstripped the total 
for the whole of 2019. Of the £4.35bn raised to the end of October 2020, £3.47bn has been 
raised since the beginning of April. 

No. of 

Companies

New Money 

Raised (£m) No. of Issues

New Money 

Raised (£m)

No. of 

Companies

New Money 

Raised (£m)

No. of 

Issues

New Money 

Raised (£m)

No. of 

Companies

New Money 

Raised (£m)

No. of 

Issues

New Money 

Raised (£m)

Technology 37                  12                 90                347              22                19                

Telecommunications 8                     15                 21                15                1                  6                  1                  

Health care 1                  57                  240               1                  16                154              621              1                  35                36                40                

Financials 34                  20                 1                  16                81                98                19                142              

Real estate 5                     136               10                164              2                  92                

Consumer discretionary 2                  29                 25                  36                 2                  40                91                1,013          17                9                  

Consumer staples 5                     142               16                5                  1                  

Industrials 1                  20                 46                  115               2                  28                93                203              1                  20                4                  

Basic materials 2                  2                    70                  41                 1                  43                246              240              1                  4                  57                43                

Energy 54                  71                 3                  34                146              158              24                14                

Utilities 6                     10                27                2                  

Total Equities 6                  51                 347                829               10                176              958              2,889          4                  45                201              363              

April to September 2020 October 2020

New Issues Further Issues

January to March 2020

New Issues Further Issues
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Number of companies on AIM and money raised (£m) 

  

Source: London Stock Exchange data 

▪ ECM delivered £16.3m of turnover in H1 21 (H1 20: £9.2m) 

▪ Deal fees exceeding £10m (H1 20: £4.3m) in the period for the first time and there was 
a strong contribution from trading (£3.1m vs FY20 £3.6m) 

▪ Total fees from retainers were £3.2m, flat on H1 20 

▪ The client base remained stable with the loss of clients to M&A and delisting completely 
offset by 11 new client wins 

▪ finnCap raised around £300m across 15 corporate fundraisings and 2 Admissions to AIM 
and IPOs.  We believe that it had 5-8% of equity offerings over £5m. 

▪ finnCap advised on 4 completed takeovers and plc advisory roles with an aggregate deal 
value of over £212m  

▪ The debt advisory team completed 4 advisory mandates, billing £0.5m in H1 21 

M&A Advisory  

▪ Cavendish generated revenues of £4.2m in H1, down on H1 20 (£5.0m) but up on H2 20 
(£2.4m) 

▪ It closed 5 private M&A transactions.  

▪ Current activity remains ‘stable’  but they have noted one potentially material fee in 
prospect 

▪ Revenue pipeline for the remainder of FY21 is ‘arguably stronger than for H1’ 

▪ Benefit of new sector M&A specialists expected in FY 2022 
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Primary Bid 

In October, finnCap accepted a cash offer for 70% of its holding in Primary Bid plc. On 
completion, expected during the early part of calendar 2021, it will receive a cash payment 
of around £0.7m. This amount, and the increased value of its remaining stake is recorded 
in H1 2021 Other operating income. 

Administrative expenses 

The first half of finnCap’s current financial year saw costs increase mainly due to the 
substantially higher discretionary bonus accrual, in association with the overall stronger 
performance during the period. Given the strong revenue performance, the half year still 
featured a reduction in the percentage of staff costs relative to revenues (59% versus 62% 
in H1 2020).  Non-employee costs per staff member increased by £4k to £33k due to 
‘significant’ introductory fees paid to third parties during the period. Without those fees, 
that number would have dropped by 5%. 

While revenue related costs increased with increased volumes, a reduction in some costs, 
such as marketing, travel and entertainment, more than mitigated the impact of increased 
IT and communication costs relating to home working.   Management expects operating 
costs excluding bonuses, share based payments and third party introductory fees will be 
around 3-5% below those for FY20. 

Profitability 

finnCap has reported H1 2021 PBT of £3.6m versus £1.4m in H1 2020 and £1.2m for the 
last full year. Adjusted PBT of £4.3m compares to £1.5m and £1.6m for those respective 
periods. Basic EPS for H1 2021 is 1.85p (H1 2020: 0.68p) with Adjusted EPS of 2.19p for the 
half year just reported versus 0.76p in H1 2020. 

Interim dividend 

After the strong H1 performance following the decision to cancel last year’s final dividend 
as part of its COVID-related cash conservation measures, the Board has approved an 
interim dividend of 0.5p per share.  In our view this also reflects the confidence in the 
Group’s positioning for the period ahead despite the continuing effects of the pandemic.  

Exceptional items 

The interim results contain several exceptional items, the most notable being the lease and 
other costs of c.£848k associated with the overlap of office occupation as the Group 
awaited a COVID-19 compliant fit out before occupying its new offices. It also incurred £70k 
of non-recurring moving costs and c.£73k in redundancy settlements. 

Capital and liquidity 

As we mention above, the stronger trading and COVID-19 deferral measures in H1 2021 
meant that the Group's cash position improved to £12.1m at the end of September 2020 
from £4.7m six months earlier.  We note that the Group intends to pay around £0.8m of 
deferred taxes due to HMRC by January 2021 and will also pay around £0.9m as the interim 
dividend in the second half. The balance of the £1.7m fit-out loan will be repaid over the 
next 5 years.  The capital expenditure on the fit-out was c £1.9m and is being capitalised 
and written off over 4-9 years.  
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Government support 

During H1, finnCap utilised several of the UK Government’s business support schemes. It 
deferred VAT to January 2021, furloughed a limited number of staff members and agreed 
the deferral of its PAYE and National Insurance liabilities as at 30 June for 6-12 months.  
The Group will have repaid these liabilities by the end of January 2021. At 30 September 
amounts repayable to HMRC under these arrangements amounted to £0.8m. 

Estimates 

We are introducing first-time estimates for finnCap, although just for the current financial 
year to the end of March 2021. Obviously, while Q3 has started well and the Group has a 
good pipeline of deals, the economic environment remains uncertain. In summary, we are 
assuming that H2 produces lower revenues than H1, predominantly as a result of lower 
deal fees following a strong first half. Commensurate with that, we expect costs to be 
reduced – partly the bonus accrual should reflect the lower revenues and we also anticipate 
further tight control of the discretionary elements of non-staff costs during the period. 
Neither do we expect the level of introduction fees paid in H1 to be repeated. However, 
we also note the investment in new headcount which is taking place. Our estimates for 
adjusted numbers exclude the income from the sale of the Primary Bid stake and our 
estimates for full year effect of the exceptional items outlined above and share based 
payments. We are not going to consider publishing estimates for FY 2022E until we have a 
better view of the outlook towards the end of finnCap’s current financial year. 

We have assumed that the Group will declare a final dividend of the same amount that it 
has declared at the interim stage. This is simply our assumption as there has been no 
guidance on this from the Company. We expect to see the cash position at £9.8m at the 
end of the period. 
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Half year performance 

  

Source: Company information and Progressive Equity Research estimates 

    

£ millions H1 2020 H2 2020 2020 H1 2021 H2 2021E 2021E

ECM Retainers 3.2 3.3 6.5 3.2 3.2 6.4

ECM Deal Fees 4.3 4.4 8.6 10.1 5.9 16.0

ECM Trading/Research 1.8 1.8 3.6 3.1 1.9 5.0

Total ECM 9.2 9.5 18.7 16.3 11.1 27.4

M&A 5.0 2.4 7.3 4.2 4.2 8.4

Total Revenue 14.2 11.8 26.0 20.5 15.3 35.8

Other operating income 0.0 -0.1 -0.1 0.7 0.0 0.7

Total income 14.2 11.7 25.9 21.2 15.3 36.5

Employee benefit expense -8.9 -7.2 -16.1 -12.0 -10.0 -22.0

Non-employee costs -4.0 -4.4 -8.4 -4.5 -4.5 -9.0

Total administrative expenses -12.9 -11.7 -24.5 -16.6 -14.4 -31.0

Operating profit before non-recurring items 1.4 0.0 1.4 4.6 0.9 5.5

Non-recurring items -0.2 -0.2 -1.0 0.0 -1.0

Operating profit 1.4 -0.2 1.2 3.7 0.9 4.5

Finance income 0.0 0.0 0.0 0.0 -0.4 -0.4

Profit before taxation 1.4 -0.2 1.2 3.6 0.5 4.1

Taxation -0.3 -0.1 -0.4 -0.7 -0.1 -0.8

Attributable profit 1.1 -0.3 0.8 2.9 0.4 3.3

Weighted average shares (m) 156.7       157.1        158.2       158.2       

Fully diluted weighted average shares (m) 170.8       166.6        168.2       169.7       

Basic EPS (p) 0.68         0.49          1.85         2.12         

Diluted EPS (p) 0.63         0.46          1.74         1.97         

Adjusted EPS (p) 0.76         0.80          2.19         2.73         

Diluted adjusted EPS (p) 0.70         0.76          2.07         2.54         
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Financial Summary: finnCap 

Year end: March (£m unless shown)      
      
PROFIT & LOSS   2019 2020 2021E 
Revenue   24.5  25.9  35.8  
Adj EBITDA   4.7  2.6  7.3  
Adj EBIT   4.4  1.6  5.9  
Reported PBT   3.2  1.2  4.1  
Fully Adj PBT   4.4  1.6  5.5  
NOPAT   4.4  1.3  4.8  
Reported EPS (p)   1.7  0.6  2.0  
Fully Adj Dil. EPS (p)   2.6  0.8  2.5  
Dividend per share (p)   0.2  0.4  1.0  

      
CASH FLOW & BALANCE SHEET   2019 2020 2021E 
Operating cash flow   3.6  2.5  9.5  
Free Cash flow   1.0  0.7  6.2  
FCF per share (p)   0.8  0.4  3.9  
Acquisitions   (3.6) 0.0  0.0  
Disposals   0.0  0.0  0.0  
Shares issued   3.5  0.1  0.0  
Net cash flow   0.9  0.0  5.1  
Overdrafts / borrowings   0.0  0.0  0.0  
Cash & equivalents   4.7  4.7  9.8  
Net (Debt)/Cash   4.7  4.7  9.8  

      
NAV AND RETURNS   2019 2020 2021E 
Net asset value   20.9  20.3  21.0  
NAV/share (p)   12.4  12.0  12.4  
Net Tangible Asset Value   0.5  0.6  0.5  
NTAV/share (p)   0.3  0.4  0.3  
Average equity   14.1  20.6  21.6  
Post-tax ROE (%)   0.1  0.3  0.2  

      
METRICS   2019 2020 2021E 
Revenue growth   10.8% 5.5% 38.3% 
Adj EBITDA growth   39.1%  (45.2)% 187.3% 
Adj EBIT growth   41.1%  (63.8)% 270.9% 
Adj PBT growth   40.8%  (64.1)% 247.1% 
Adj EPS growth   19.0%  (70.4)% 235.4% 
Dividend growth   N/A 93.2% 150.0% 
Adj EBIT margins   18.0% 6.2% 16.6% 

      
VALUATION   2019 2020 2021E 
EV/Sales (x)   0.8 0.8 0.6 
EV/EBITDA (x)   4.5 8.2 2.8 
EV/NOPAT (x)   4.7 16.3 4.4 
PER (x)   7.6 25.7 7.7 
Dividend yield   1.1% 2.1% 5.1% 
FCF yield   4.1% 2.2% 20.0% 

 

Source: Company information and Progressive Equity Research estimates 
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To arrange a meeting with the management team, or for further information about Progressive, please contact: 
Emily Ritchie 
+44 (0) 20 7781 5311 
eritchie@progressive-research.com 
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