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COMPANY DESCRIPTION 

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

www.finncap.com 
 

Record results in an extraordinary year 

Investment in growth bears fruit 

finnCap has delivered FY 2021 revenue in line with guidance and adjusted 
EBITDA 3% ahead of our twice-upgraded number. This financial year just 
reported was dominated throughout by the pandemic. Initially, it saw swift 
action by the management team to contain costs and conserve cash. 
Subsequently, the Group delivered a performance which far surpassed 
expectations this time last year, positioning it with a strong balance sheet 
heading into FY 2022E. The 1.5p dividend is well ahead of our 1.0p estimate 
and the Board has committed to declare aggregate dividends of at least 1.6p 
for the current financial year, in which trading has started well. We see 
finnCap as well positioned to take advantage of organic and acquisitive 
growth opportunities. 

▪ In FY 2021 finnCap reported total income of £47.6m (including £0.93m of 
other operating income) in line with guidance and up 84% versus FY 2020. 
Adjusted EBITDA of £12.1m was ahead of our estimate of £11.7m. 
Adjusted PBT of £9.6m compared to £1.6m in the prior year. 

▪ finnCap Capital Markets had a record year for both corporate advisory 
fees and sales and trading income while finnCap Cavendish had its second-
best year in terms of deal revenues which were up 66% on FY 2020. 

▪ finnCap intends to confirm a second interim dividend of 1.0p per share 
bringing the total for FY 2021 to 1.5p and the Board has committed to 
declaring aggregate dividends of at least 1.6p per share for FY 2022. 

▪ We are introducing estimates for FY 2022E which are based on a revenue 
assumption just below the mid-point of the guidance of £40m to £50m 
and which then assume a 60% compensation to revenue ratio and around 
£10m of non-staff costs. 

Perhaps the most notable points that the FY 2021 numbers underline are the 
benefits to the Group of its diversified offering to clients and its investment 
in evolving its capacity and sectoral capabilities. Coupled with a robust 
balance sheet, finnCap appears, to us, to be very well positioned to cope with 
relatively uncertain markets and to act on further growth opportunities – 
both organic and acquisitive.  
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FYE MAR (£M)  2019 2020 2021 2022E 

Revenue  24.5 25.9 46.6 44.0 

Adj EBITDA  4.7 2.6 12.1 10.7 

Fully Adj PBT  4.4 1.6 9.6 8.1 

Fully Adj Dil. EPS (p)  2.6 0.8 4.6 3.9 

EV/Sales (x)  2.3x 2.2x 1.2x 1.3x 

EV/EBITDA (x)  12.3x 22.5x 4.8x 5.4x 

PER (x)  16.2x 54.7x 9.0x 10.6x 

Source: Company Information and Progressive Equity Research estimates. 
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An ultimately supportive backdrop 

Early in FY 2021, finnCap took action to preserve and improve cashflow through, inter alia, 
cancelling FY 2020 bonus payments, pausing dividends and introducing staff salary 
reductions. The Group also made (limited) use of the UK government’s furlough and tax 
deferral schemes. As the financial year progressed, though, very strong business activity in 
the capital markets - equity issuance on the AIM market was around £5.4bn in the year - 
saw the Group reap the benefits of its investment in growing research resource and 
investment banking capability in the life sciences and technology sectors, in particular.  Its 
market share of fundraisings greater than £5m was some 13%. Although fluctuating buyer 
confidence meant that the M&A market was more volatile during finnCap’s financial year, 
there was much increased activity towards year end. Given its strong financial 
performance, the Group repaid all outstanding amounts due to the UK Government and 
returned all furlough support payments. 

Investing in growth 

With the increasingly supportive backdrop, finnCap continued to invest in growth and 
made a number of hires in Investment Banking, Consumer Equity Research, Family Offices 
and private growth capital fund-raising; and an origination/lead generation function to 
primarily support the Group’s M&A efforts. The equity sales, corporate broking and ECM 
teams were also strengthened. finnCap Analytics was also established to develop market 
analysis strategies for large institutions and hedge funds, a new client group for finnCap. 

Outlook 

The outlook statement confirms that finnCap’s current financial year started well, with 
revenue in Q1 ahead of the same period last year.  ECM has seen continuing business with 
sales and trading activity also good. There was also an initial contribution from finnCap 
Analytics which commenced activity in April. Several private M&A transactions and a large 
equity fund raising are expected to close in H1. Consequently, even at this stage, the 
pipeline of business for the rest of the year is good and includes several IPOs which usually 
generate larger fees but, of course, are equity market condition dependent.   

The Group’s cash position as at 29 June 2021 was £17.2m (unaudited)with the payment of 
the staff discretionary bonus post year end being substantially offset by Q1 trading and the 
proceeds of the sale of 70% of the Group’s stake in Primary Bid.  

The Group continues to review potential M&A opportunities that might add businesses 
outside its core financial services offering. We understand this to mean businesses which 
would enable finnCap to provide its clients with advisory and related services beyond those 
currently within the group. 
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FY 2021 numbers 

Income 

In FY 2021 finnCap reported total income of £47.6m (including £0.93m of other operating 
income) in line with guidance and up 84% versus FY 2020.  

Costs 

Unsurprisingly, administrative costs reflected a substantially higher discretionary bonus 
accrual given the financial performance during FY 2021 and increased by 53% - although 
staff costs as a percentage of revenue decreased to 60% from 62% in FY 2020.  

 
Cost KPIs 

  

Source: Company information and Progressive estimates 

 

Non-employee costs per staff member increased by £10k to £70k. Although mainly due to 
a significant introductory fee paid to a third-party in connection with an M&A transaction 
in the first half, it also reflected costs associated with higher revenues and volumes during 
the year. There was also an increase in property costs following the office move.  Like many 
others, finnCap saw reduced travel and marketing spend during the COVID-19 lockdowns 
which is likely to pick up again, in our view. Conversely, the elevated level of third-party 
introductory fees and a higher holiday pay accrual are not expected to recur in FY 2022E. 

Profitability 

The table below shows the significant improvement in the FY 2021 performance over that 
of FY 2020. 
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Profit metrics 

 

Source: Company information and Progressive 

Adjusted EBITDA of £12.1m was ahead of our twice-upgraded estimate of £11.7m. 
Adjusted PBT of £9.6m compared to £1.6m in the prior year. 

Taxation 

The Group’s effective accounting corporation tax rate of 16% in FY 2021 was a little lower 
than the prevailing UK corporation tax rate due to the significant investment in the new 
office during the year.  During FY 2021, finnCap deferred payment of £1.3m PAYE and VAT 
and received furlough support payments of £220k under various schemes.  All support 
payments were repaid on, or in advance of, November 2020. 

Dividend 

finnCap intends to confirm a second interim dividend of 1.0p per share, bringing the total 
for FY 2021 to 1.5p. Declaring the second payment as an interim dividend allows it to be 
paid ahead of September’s AGM. Given the financial performance in FY 2021 and the strong 
capital and cash position, the Board has committed to declaring aggregate dividends of at 
least 1.6p per share for FY 2022E ‘in the absence of unforeseen circumstances’. It reiterates 
its intention to hold minimum cash reserves (post liabilities) of at least £10m. 

Cash position 

The cash position improved substantially to £20.4m as at 31 March 2021 from £4.7m a year 
earlier as a result of the strong revenue performance and cost control. Net cash of £18.9m 
reflects the balance of the £1.5m fit-out loan. 

  

FY 2020 FY 2021

Adjusted EBITDA (£m) 2.6 12.1

Profit before taxation (£m) 1.2 8.4

Adjusted profit before taxation (£m) 1.6 9.6

Basic earnings per share (p) 0.5 4.4

Adj. basic earnings per share (p) 0.8 4.8

Diluted earnings per share (p) 0.5 4.2

Adj. diluted earnings per share (p) 0.8 4.6
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Divisional Performance 

finnCap Capital Markets 

▪ Revenue of £34.5m was up 84% on FY 2020’s £18.7m. 

▪ Deal fees exceeded £20m for the first time. 

▪ A strong contribution from sales and trading. 

Retainers 

▪ Stable at £6.4m (FY 2020: £6.5m) 

▪ Client numbers declined to 119 from 126 but… 

▪ …an increase in average market capitalisation and propensity to transact. 

Transactions 

▪ Total fees of £21.3m represented a significant improvement over FY 2020’s £8.6m.   

▪ finnCap Capital Markets executed 64 transactions. 

▪ These included raising over £720m across 36 equity fundraisings for listed clients and 
four IPOs. 

▪ The debt advisory team completed 9 mandates raising £124m and billed over £1m for 
the first time. 

Trading 

▪ Revenues were £6.7m versus £3.6m in FY 2020.  

▪ Benefitted from increased corporate activity across the equity capital markets. 

▪ Substantial retail demand returned to the AIM market. 

finnCap Cavendish 

▪ Revenues of £12.1m were up 66% on FY 2020 (£7.3m).  

▪ COVID-19 initially reduced buyer and seller confidence and the availability of M&A 
financing. 

▪ There was a significant increase in activity ahead of March’s UK budget. 

▪ A much stronger performance in H2 contributed to 11 private M&A transactions over 
the year with an aggregate value of over £340m.  
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Going forward 

Guidance 

If nothing else, the outturn for FY 2021 demonstrates finnCap’s dependence, to some 
degree, on the market for new equity issuance and IPOs and the confidence of buyers and 
sellers of businesses. Given the good start to FY 2022E, the Board has provided broad 
guidance which confirms its expectation of another strong performance. Revenue for FY 
2022E is expected to be in the £40-£50m range.  

The results announcement also outlines an expectation that the Group’s staff 
compensation to revenue ratio (excluding equity-based compensation) will remain in the 
58-62% range (it was 60% in FY 2021).  Non-staff costs are expected to remain broadly 
stable at around £10m.  

Estimates 

In light of the guidance above, we are introducing estimates for FY 2022E which are based 
on a revenue assumption that falls just below the mid-point of the revenue range and 
which then follow the subsequent points above (assuming a c.60% compensation to 
revenue ratio).  

 
Reported numbers and new FY 2022E estimates 

  

Source: Company information and Progressive estimates 

 
     

£ millions H1 2020 H2 2020 2020 H1 2021 H2 2021 2021 2022E

ECM Retainers 3.2 3.3 6.5 3.2 3.3 6.4 6.5

ECM Deal Fees 4.3 4.4 8.6 10.1 11.2 21.3 18.5

ECM Trading/Research 1.8 1.8 3.6 3.1 3.7 6.8 7.0

Total ECM 9.2 9.5 18.7 16.3 18.1 34.5 32.0

M&A 5.0 2.4 7.3 4.2 8.0 12.1 12.0

Total Revenue 14.2 11.8 26.0 20.5 26.1 46.6 44.0

Other operating income 0.0 -0.1 -0.1 0.7 0.2 0.9 0.0

Total income 14.2 11.7 25.9 21.2 26.3 47.6 44.0

Employee benefit expense -8.9 -7.2 -16.1 -12.0 -16.0 -28.1 -26.5

Non-employee costs -4.0 -4.4 -8.4 -4.5 -5.0 -9.6 -9.7

Total administrative expenses -12.9 -11.7 -24.5 -16.6 -21.1 -37.6 -36.2

Operating profit before non-recurring items 1.4 0.0 1.4 4.6 5.3 9.9 7.8

Non-recurring items -0.2 -0.2 -1.0 -0.1 -1.0 0.0

Operating profit 1.4 -0.2 1.2 3.7 5.2 8.9 7.8

Finance income 0.0 0.0 0.0 0.0 -0.5 -0.5 -0.5

Profit before taxation 1.4 -0.2 1.2 3.6 4.8 8.4 7.3

Taxation -0.3 -0.1 -0.4 -0.7 -0.6 -1.3 -1.4

Attributable profit 1.1 -0.3 0.8 2.9 4.1 7.0 5.9

Weighted average shares (m) 156.7       157.1        158.2       160.2       162.3       

Fully diluted weighted average shares (m) 170.8       166.6        168.2       166.6       168.7       

Basic EPS (p) 0.68         0.49          1.85         4.39         3.66         

Diluted EPS (p) 0.63         0.46          1.74         4.22         3.52         

Adjusted EPS (p) 0.76         0.80          2.19         4.78         4.07         

Diluted adjusted EPS (p) 0.70         0.76          2.07         4.60         3.91         
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Financial Summary: finnCap 

Year end: March (£m unless shown)      
      
PROFIT & LOSS  2019 2020 2021 2022E 
Revenue  24.5  25.9  46.6  44.0  
Adj EBITDA  4.7  2.6  12.1  10.7  
Adj EBIT  4.4  1.6  9.9  8.7  
Reported PBT  3.2  1.2  8.4  7.3  
Fully Adj PBT  4.4  1.6  9.6  8.1  
NOPAT  4.4  1.3  8.0  7.0  
Reported Dil. EPS (p)  1.7  0.5  4.2  3.5  
Fully Adj Dil. EPS (p)  2.6  0.8  4.6  3.9  
Dividend per share (p)  0.2  0.4  1.5  1.6  

      
CASH FLOW & BALANCE SHEET  2019 2020 2021 2022E 
Operating cash flow  3.6  2.5  18.2  8.7  
Free Cash flow  1.0  0.6  14.7  3.9  
FCF per share (p)  0.8  0.4  9.2  2.4  
Acquisitions  (3.6) 0.0  0.0  0.0  
Disposals  0.0  0.0  0.0  0.0  
Shares issued  3.5  0.1  0.3  0.0  
Net cash flow  0.9  0.0  14.8  3.9  
Overdrafts / borrowings  0.0  0.0  (1.5) (1.3) 
Cash & equivalents  4.7  4.7  20.4  24.3  
Net (Debt)/Cash  4.7  4.7  18.9  23.0  

      
NAV AND RETURNS  2019 2020 2021 2022E 
Net asset value  20.9  20.3  28.3  31.5  
NAV/share (p)  12.4  12.0  16.3  17.9  
Net Tangible Asset Value  7.3  6.8  14.9  18.2  
NTAV/share (p)  4.3  4.0  8.6  10.3  
Average equity  14.1  20.6  24.3  29.9  
Post-tax ROE (%)  16% 4% 29% 20% 

      
METRICS  2019 2020 2021 2022E 
Revenue growth  10.8% 5.5% 80.1%  (5.6)% 
Adj EBITDA growth  39.1%  (45.2)% 372.4%  (11.7)% 
Adj EBIT growth  41.1%  (63.8)% 519.1%  (12.6)% 
Adj PBT growth  40.8%  (64.3)% 506.6%  (14.9)% 
Adj EPS growth  19.0%  (70.4)% 506.0%  (14.9)% 
Dividend growth  N/A 93.2% 275.0% 6.7% 
Adj EBIT margins  18.0% 6.2% 21.2% 19.7% 

      
VALUATION  2019 2020 2021 2022E 
EV/Sales (x)  2.3 2.2 1.2 1.3 
EV/EBITDA (x)  12.3 22.5 4.8 5.4 
EV/NOPAT (x)  13.1 45.1 7.2 8.2 
PER (x)  16.2 54.7 9.0 10.6 
Dividend yield  0.5% 1.0% 3.6% 3.9% 
FCF yield  1.9% 1.0% 22.1% 5.8% 

 

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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