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Buy

DATA

Price (close 1/12) 29p
Target price 40p
Market cap £62m
EV £60m
Net cash (FY1) £2m
Interest cover n/a
Pension deficit £0m
Free float 33%
Index FTSE AIM 100
Sector Financial Services
Next news Mar - Finals
UK sales 83%
North American sales 17%

DESCRIPTION

Kingswood is a wealth management business,
offering a range of services to individuals, family
offices, and other clients. The business currently
has ¢.£5.6bn of assets under management and
advice.

PERFORMANCE

Source: Bloomberg
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ANALYSTS

Stuart Duncan
+44 (0) 20 7418 8813
stuart.duncan@peelhunt.com

Robert Sage
+44 (0) 20 7418 8838
robert.sage@peelhunt.com

SPECIALIST SALES

Mark Williamson
+44 (0) 20 7418 8857
mark.williamson@peelhunt.com

#Corporate client of Peel Hunt

STATS

Source: Company accounts, Peel Hunt estimates

Y/E Dec Revenue Op Profit OpM
(£Em) (Em)

2019A 10.1 0.7

2020E 22.8 1.1

2021E 46.9 7.3

2022E 55.9 9.2

argin
(%)
(0.8)
3.7
14.8
15.9

MARKETING COMMUNICATION

Kingswood Holdings”

This is going to be big

Kingswood, an integrated wealth management business, is in the
early stages of development, yet has already built a business with
assets of over £5.0bn and the ability to deliver EBITDA of over
£20m with existing funding. The business has an experienced
management team, balance sheet capacity to continue to grow,
and operates in a fundamentally attractive sector. We initiate
coverage with a Buy recommendation and 40p target price.

Introduction. Kingswood has undergone significant change over the past few
years to become an integrated wealth management business today. It has grown
rapidly over the past two years with five acquisitions of financial advice
businesses, and today has assets of over £5.0bn. Its core strategy is to take
advantage of consolidation opportunities in the UK and US (and other key
international markets) wealth management sectors to build a materially larger
business, leveraging off the platform that has been built and the funding available.

Investment case. The investment case has several key elements, which are
underpinned by the experienced management team. Firstly, the markets that
Kingswood is trying to consolidate remain fragmented with many potential
targets. Secondly, this ambition is supported by an £80m convertible preference
share facility provided by PE firm Pollen Street. Thirdly, in addition to the
organic growth delivered by the acquired firms, the development of the group’s
investment management capability should drive significant incremental revenue.
Lastly, the group’s presence in the US could take advantage of the consolidation
opportunity there, which should deliver an attractive return on capital.

Risks. Clearly Kingswood remains in the early stages of development, and the
shares are relatively illiquid given the ownership structure. However, the funding
facility enables much of the early investment and platform development to be
made, allowing investors to back management’s ambitions. Forecasts will remain
indicative for some time given the pace of change, although we estimate the
business could deliver EBITDA of over £20m from existing capital.

Valuation and recommendation. As noted, it will take some time for forecasts
to settle and the acquisitions to prove their worth. Today, the business is valued
at just 1.1% of AuM, below a comparable peer group, but reflecting the stage in
the group’s development. To arrive at our valuation, if we assume the existing
capital is invested at similar multiples to previous deals, and the preference shares
convert, the shares could be worth at least 40p. Given the potential for
management to deliver significant returns in the coming years, we initiate at Buy.

Adj PBT  Adj EPS EPS growth PER DPS  Divyield  FCF yield EV/EBITDA
(£m) (p) (%) (x) (p) (%) (%) (x)
(0.5) (0.3) n/a n/a 0.0 n/a 0.0 75.0

0.4 0.0 na 22927 0.0 n/a 0.0 52.9
6.4 1.9 15,429.3 148 0.0 n/a 0.0 8.2
8.3 25 29.9 114 00 n/a 0.0 6.5

This document must be treated as a marketing communication for the purposes of Directive 2014/65/EU as it has not been prepared in accordance with legal
requirements designed to promote the independence of research; and it is not subject to any prohibition on dealing ahead of the dissemination of investment research.
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Investment case
AuM growth: Kingswood’s broad ambition is to become a leading global provider of wealth
2018: £1.6bn management services to a range of different clients. Today, the business has
2019: £2.4bn assets of over £5.0bn, having grown rapidly over the past few years by way of
June 20: £5.0bn L . : , : .
Est: £5.6bn acquisition (five have been completed). Kingwood’s strategy is to build a

£80m convertible preference share
facility available

Incremental revenue opportunities
available

significantly larger business, taking advantage of the consolidation opportunities
in the sector to build on the scalable platform already established. We consider
some of the key attractions below.

Market opportunities

Although general economic uncertainty, to some extent, creates a short-term
headwind, we continue to believe the UK wealth management sector offers long-
term growth characteristics. This is supported by demographic trends, the
requirement to provide for retirement, the complexity of legislation and
regulation and consolidation of a fragmented sector. In addition, we see an
ongoing convergence of investment management and financial planning, with
holistic financial planning and advice becoming central to the overall client
proposition.

Balance sheet to support growth

Clearly acquisitive growth strategies need capital to deliver management
ambitions, and Kingswood has an agreement with private equity investor Pollen
Street to supply up to £80m of capital through a convertible preference share
structure. Kingswood draws down on this facility as required to complete
acquisitions, enabling management to be in a strong position when negotiating
potential transactions. The preference shares can be converted into ordinary
shares at 16.5p until December 2023, or earlier under certain conditions.

Experienced management team

Despite Kingswood’s modest scale, it is unusual in having a highly experienced
management team with both private equity and wealth management
backgrounds. Importantly, a number of the key individuals have a significant
ownership interest, closely aligning interests with external shareholders. KPI
(Nominees) currently owns 66% of the issued share capital (which would fall to
¢.20% assuming full utilisation and conversion of the Pollen Street facility),
supplying the initial funds to recapitalise the legacy-listed company structure and
subsequently put in place the infrastructure to support future ambitions.

Revenue synergies

Having acquired various independent businesses, Kingswood’s greater scale is
enabling the previously independent firms to deliver enhanced client service,
which should drive organic growth. The key opportunity will be driving
additional revenue from each client. Over the past year, there has been a
significant change in the group’s investment management capability, with a
number of experienced individuals joining the group. A range of investment
solutions can now be delivered to clients, from a Managed Portfolio Service to a
Bespoke Portfolio Service. Whilst at early stages, the fees on these of between 25
and 100bps will be incremental to the group. We estimate this could generate
incremental revenue of over £8m based on the migration of 50% of the group’s
assets (and assuming the convertible facility is utilised).
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Concentrated shareholder list

Acquisitions will change income
statement

Potential to deliver significantly
increased profits

Opportunities in the US

Kingswood is somewhat unusual in also targeting the US wealth management
market, which is materially larger than the UK. The approach and opportunity
are to some extent the same though: with an existing infrastructure after the
acquisition of two businesses, acquire and recruit advisers from a highly
fragmented market. Growth via recruitment requires lower capital investment
than acquisitions and, with over 100,000 advisers to target, this could be a
rapidly-growing stream of profits. Alongside this focus, management sees the
opportunity to lever the distribution by building investment banking capability.

Risks

Liquidity

‘We note that KPI (Nominees), controlled by the Group CEO (Gary Wilder) and
Deputy Chairman (Jonathan Massing), currently owns 66% of the outstanding
share capital. The funding agreement with Pollen Street, if converted, would
dilute this to ¢.20% (assuming the full £80 is drawn), whilst giving Pollen Street
¢.66% of the company.

Performance of acquisitions

As with any roll-up strategy, the acquired entities’ future performance is crucial.
Kingswood has addressed this by ensuring there is deferred consideration
typically linked to future performance. This will also be mitigated by the
enhanced service offering, and moving clients to an increased proportion of
recurring fee income.

Evolving financial expectations

Kingswood has made five acquisitions over the past 18 months, making reported
financials of limited use. We expect further acquisitions, the timing and size of
which are uncertain. This means that forecasts are of limited use, and that more
reliance is placed on the potential from investing the existing capital.

Conclusion

Kingswood is undoubtedly at a relatively early stage in its evolution, with
reported financials still to reflect the progress made. However, as detailed, the
business has:

e An experienced management team encompassing both private equity and
wealth management backgrounds.

e The capital with which to pursue acquisitions, structured in such a way as to
avoid some of the challenges other consolidators have had.

e Scalable infrastructure with which to support the growth ambitions.

e A nascent investment management capability, which is key to driving
improved revenue from the assets under influence.

If this thesis proves correct, the company is already relatively lowly valued, with
the EV/AUM (treating the convertible shares as debt) standing at just 1.1%
compared to a comparable peer group average of 1.2%. Taking a longer-term
view, our estimates suggest that Kingwood could generate EBITDA of over
£20m, assuming the capital is invested at similar rates to recent transactions, and
that the business would be worth ¢.£290m. Further assuming that the Pollen
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A very different business

Led by new, experienced
management team

New strategic focus

Street loans are converted, this would equate to 40p per share. There is material
upside for those willing to invest alongside the management team today.

Background

Kingswood has undergone a material transformation over the past 18 months,
although the business has been listed for a number of years, previously being
called European Wealth Group. Today, the business has over £5.0bn of assets
under management and advice (‘AUMA’), 16,000 clients and 67 advisers across
the UK and US. The group’s services encompass:

A UK advisory business for retail and corporate clients providing financial
planning and investment management solutions.

A UK institutional business providing specialist fixed interest and cash-
enhanced investment management services to a range of clients.

A US business with interest in independent broker-dealers (B/D) and
registered investment advisers (RIA), as well as investment banking capability
through Kingswood Capital Markets.

Setting out a new strategy

The group’s evolution began in January 2019 when Gary Wilder assumed the
role of Group CEO. At this point, the group was loss making (the core business
made a loss of £0.7m for the year to December 2018) and had cash of just £2.4m,
in addition to a convertible debt facility of £4.9m. Gary had previously joined the
board in 2017 as a non-Executive Director, with broad experience in real estate,
structured finance and private equity. Around the same time, Group Finance
Director Patrick Goulding assumed the role of CEO of the group’s operating
subsidiaries.

In April 2019, the new management team set out a number of strategic initiatives
for the group:

e An enhanced strategy to provide existing and new clients with unprecedented

access to best-in-class investment products across equities, fixed income and
alternatives, managed by best-in-class global investment managers. Many of
these products are currently solely available to institutional investors.

The appointment of Richard Jeffrey as Chairman of the Investment
Committee and Richard Klein as Head of Alternatives and Distribution. The
firm is building a robust Investment Committee process with a group of highly
experienced investment professionals, under the stewardship of Mr Jeffrey. Mr
Klein joined to lead and expand Kingswood’s alternative product offerings for
distribution to the firm’s growing client base.

Launching an enhanced Managed Portfolio Service (‘MPS’), which is
available via industry platforms used by wealth planners across the UK. The
MPS offering provides intermediaries with a discretionary managed, risk-rated
investment solution for their underlying clients.

Seeking to expand its alternative product offering, particularly in real estate,
Kingswood signed a cooperation agreement with its affiliate Moor Park
Capital Partners LLP, an independent pan-European real estate investment
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firm that creates a partnership to broaden Kingswood’s alternative investment
product offering to its clients.

Further commitment to broadening its client offering with a range of holistic,
value-added client services through its Kingswood affiliates, including the
provision of personal taxation compliance services, incorporating the
preparation of annual tax returns, tax planning and advisory support.
Kingswood, via its affiliates, now also offers a range of services for small and
medium-sized businesses including the provision of accounting and annual tax
compliance, as well as corporate finance offerings.
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Management

Kenneth ‘Buzz’ West

Non-Executive Chairman

Buzz is Non-Executive Chairman of the board and is highly experienced in the
financial services arena, having held numerous board positions in addition to
being Founder and Chairman of the AIM-listed wealth manager Ashcourt
Rowan. Buzz sits on the board of the Toronto-listed Auxico Resources Canada
Inc. He is currently an advisor to several high-tech companies and holds the
Chair at Cannagrow Biosciences Ltd. With a strong entrepreneurial background,
Buzz brings a track record of achieving success for shareholders, and as
Chairman he led major loss adjustors GAB Robins from a management buyout
(MBO) to successful trade sale. He uses his experience in both wealth
management and the AIM market to lead the board and drive Kingswood’s
strategic direction.

Buzz joined the board in January 2014.

Jonathan Massing

Non-Executive Deputy Chairman

Jonathan is Non-Executive Deputy Chairman and brings wide-ranging
experience to the board, in particular in the area of corporate finance and
acquisitions. He has a strong background in commercial and corporate finance
advisory, buyouts, venture capital, shareholder dispute advisory, and private
businesses valuation. A chartered accountant, he has extensive experience in the
sale and acquisition of private companies and also provides advice on debt
structures and working capital facilities. In 1998 he set up Kingswood
Investment Partners Limited as a private equity investor. He is also a founder of
Kingswood Property Finance Limited Partnership and founded a city-based
advisory firm Kingswood in 1993.

Jonathan joined the board in October 2017.

Lindsey McMurray

Non-Executive Director

Lindsey holds a First-Class Honours degree in Accounting and Finance and
holds an MPhil in Finance from Strathclyde University. Lindsey has been a
private equity and credit investor for more than 26 years, with a focus on the
financial and business services sector. Alongside Kingswood, Lindsey sits on the
boards of Shawbrook Bank, CashFlows, 1st Stop Group and BidX1. Lindsey co-
founded Pollen Street Capital in 2005 and serves as Managing Partner. Lindsey
is the Chairman of the Pollen Street’s private equity and credit investment
committees. Prior to Pollen Street, Lindsey worked at RBS and spent six years at
Cabot Square Capital, where she was a partner focused on investments in the
financial services sector.

Lindsey joined the board in December 2019.
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Gary Wilder

Group Chief Executive Officer

Gary is a Chartered Accountant and a graduate of the Cass Business School,
University of London, with over 30 years’ experience in pan European private
equity and real estate, particularly in the area of investment, capital raising,
structuring, debt financing and asset management. He is the Co-Founder of
Kingswood Property Finance Limited Partnership, where he made a series of
long-term strategic investments in financial services. Gary’s key responsibilities
include building strategic relationships with new and existing investors, bankers,
financial advisers and directing capital-raising efforts to the growth and
expansion of the platform.

Patrick Goulding

Chief Financial Officer

Patrick is a Chartered Accountant with more than 25 years’ experience in
strategy, finance and operational roles in the global financial services industry
including senior roles at Morgan Stanley, Lend Lease, ING and Schroders in the
US, Australia and Europe. Patrick works with the senior executive team to
manage the business on a day-to-day basis to ensure financial and other
performance targets are met. Patrick is a member of the Executive and
Investment Committees, as well as serving on the Audit and Risk & Compliance
Committees.

David Lawrence

UK CEO

David has over 30 years’ experience in financial services with Lloyds Banking
Group where he held numerous senior leadership roles in distribution and
functional areas across its Retail, Commercial and Insurance divisions. In 2014,
David became the Commercial Director and then Chief Operating Officer for
Lloyds’ Private Banking and Wealth businesses with additional responsibility for
its Mass Affluent proposition and strategy. Over the last two years, David has
played a lead role in the establishment of Schroders Personal Wealth (a joint
venture wealth management business between Lloyds Banking Group and
Schroders). David became Chief Commercial Officer for this business in March
2019 with primary responsibility for its client proposition, client experience and
business development.

Mike Nessim

Managing Partner, Kingswood US

Mike has over 24 years of experience in the financial services industry. Starting
his career in 1995 as a registered representative with Josephthal & Co., a former
independent retail brokerage firm, he built a team of registered representatives
and sales support. In 1998 he began an independently owned franchise of an
independent broker dealer and grew the business to over 100 advisors and 10
support staff, producing more than $500 million in revenues over the course of his
career.

Mike is currently the President and Managing Partner of Kingswood US, which
consists of two broker dealers and RIAs. He joined Kingswood US through
Kingswood’s acquisition of a majority interest in Manhattan Harbor Capital.. His
key responsibilities include driving the continued growth of the Kingswood US
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platform as well as oversight and daily communication with the various
management team leaders. He has grown the platform from 35 registered
representatives to 180 registered representatives due to the successful completion
of organic and inorganic growth initiatives.

Leigh Philpot

Head of Wealth Propositions

Leigh joined Kingswood in 2019 and as Head of Wealth leads the private client
business in the UK. His role is to help the firm grow and to enhance the
proposition and service for clients and intermediaries. As well as having
responsibility for the client-facing staff. Leigh has over 20 years’ experience in
the Private Client industry and joined Kingswood in 2019 from Kleinwort
Hambros Private Bank, where he was Head of Regions. Prior to this, he founded
and led the Discretionary Fund Management (DFM) business strategy for the
bank, providing DFM and private banking solutions to IFAs. Based in London,
Leigh worked with Kleinwort Hambros for 13 years and had previously held the
role of Group Head of Privilege Banking while at the firm. Prior to this, Leigh
spent the earlier years of his career as an Investment Manager at Rathbones, and
was a graduate of the Stockbroker Development Programme at Killik & Co.

Leigh is focused on expanding Kingswood’s client offering, which in addition to
investment management incorporates new product assessment, pricing and client
delivery, as well as responsibility for marketing, business development and PR
strategy. Leigh is also driving the development of an enhanced proposition for
existing and new high net worth clients (+£1m of investable assets), which will
directly target new mandates from private clients, corporates, charities and trusts.

Jeff Grantham

Head of Wealth Planning

Jeff joined the Kingswood Group in June this year on acquisition of the Sterling
Trust business. Jeff is a qualified financial planner and has spent the past 20+
years building and expanding Sterling Trust into one of the leading regional
financial planning businesses across the North East with in excess of £1bn of
client assets under influence.

In his new role as Head of Wealth Planning, Jeff leads Kingswood’s UK advisory
network with responsibility for wealth planning strategy and performance,
revenue growth, new business initiatives and service level enhancement.

Paul Surguy

Head of Investment Management

Paul has 20 years of private client experience. Early in his career he managed a
varied range of private client and institutional portfolios. Latterly, he was head of
research for an international investment business responsible for £1.5bn of assets.
He has regularly been quoted in the financial press and has been recognised as
one of Citywire’s Top 100 on several occasions, as well as PAM’s Top 40 Under
40. Before joining Kingswood, Paul was a UK Director at Kleinwort Hambros.
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Harriet Griffin

Chief Operating Officer

Harriet joined Kingswood in March as COO. Harriet comes from Charles
Stanley, where she held the role of COO of its Private Client Investment
Management business and brings considerable experience in investment
operations management, process and control. Harriet is a graduate of the
University of Bath and a Chartered Member of the CISI. She recently completed
her MBA at Cranfield University. Harriet was with Charles Stanley from 2012,
holding positions that included Operations & Business Development Manager
and Learning & Development Manager. Prior to Charles Stanley, she was Senior
Client Relationship Manager at the Chartered Institute for Securities &
Investment.

Richard Bernstein

Chief Risk Officer

Richard joined Kingswood in March 2020, having worked at Close Brothers
Asset Management for eight years in senior Risk & Compliance roles. Prior to
this, he worked at F&C Investments and Barclays Wealth, having graduated from
Nottingham University in 1999 and subsequently completing a Masters in I'T
from Queen Mary College. Richard is a CFA charterholder, a Charted Fellow of
the CISI and a Chartered Wealth Manager. Richard is responsible for ensuring
Kingswood maintains a robust risk & compliance framework.

Howard Garland
Non-Executive Director

Howard holds a First Class Honours degree in Mathematics from University
College London. He is on the board of BIK as well as Kingswood and is a partner
at Pollen Street Capital and a member of its private equity and credit investment
committees. Howard re-joined Pollen Street in 2015, having been a Principal at
RBS until 2012. Prior to re-joining Pollen Street as Partner in 2015, Howard
assisted the Swedish credit institution Hoist Finance in entering the UK debt
collecting and NPL debt purchasing sector, supporting the acquisition of a
number of UK companies and debt portfolios in both structuring and operational
roles. Howard joined the board in December 2019.

David Hudd
Director and Legal Consultant

David was previously a Non-Executive Director before joining the executive
team as Legal Consultant in July 2020. David trained as a solicitor with
Linklaters and after a successful career as an investment banker in structured
finance, joined Hogan Lovells, the international law firm, as a partner in 1994.
He was consistently ranked as a market-leading lawyer for over 25 years. From
2005, David led the firm’s global finance practice before assuming the role of
Deputy CEO in 2014. He retired from this position and as a partner in June 2020
but continues to serve as Senior Counsel at Hogan Lovells.
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Robert Suss

Non-Executive Director

Robert Suss is a Non-Executive Director and sits on the board to advise on
wealth management strategy. Robert is the Co-Chief Executive Officer of UK
Agricultural Finance, a specialist lender in the UK serving the agricultural
community, as well as the Founder of Global Tower Solutions, focused on
delivering renewable solutions globally. Robert chairs the advisory board for EG
Capital an emerging market debt manager, and serves as a director for TPG Pace
Holdings and B. Riley Principal Merger Corp.

Robert has retired from his position as a Managing Director of Goldman Sachs
where he spent 18 years building and turning around a number of businesses in
its Investment Management Division. His last role was Head of Private Wealth
Management in London from 2012 to 2015.

Robert joined the board in June 2019.
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A fragmented market with 2,750
potential targets

Typical price of c.7x EBITDA

Growth opportunities

Management has clearly stated strategic ambitions:

e Grow by acquisition in fragmented markets.
e Drive revenue growth through holistic wealth and investment management.

e Build regional distribution capability across key international markets network
for personal financial advice.

e Build a scalable infrastructure that will deliver economies of scale.

o Deliver growth with the support of capital providers, leveraging the platform
to distribute additional products to the retail clients.

We consider a number of the key points in more detail.

ME&A activity

Like others in the industry, Kingswood is looking to take advantage of the
fragmented market in wealth management, which has already started undergoing
some consolidation. Management estimates there are over 2,750 firms across the
UK with between two and 50 advisers that are potential targets of the group.
Already, Kingswood has four regional hubs and 12 offices that advisers can be
bolted on to. The proposition to advisers is that Kingswood can offer a seamless
transition process, centralised support services (like HR, compliance and
finance), and a central investment proposition (which we discuss in more detail
later). This allows the advisers of the acquired firm to focus on their clients.

One of Kingswood’s strengths is the private equity experience of key
management. Management has built a strong internal capability to complete
transactions as efficiently as possible, building standardised documentation and
process to simplify the process. To date, Kingswood has completed five UK
transactions, but retains a significant pipeline of more than 25 opportunities,
which could add a further £7.5bn to the group.

The table below summarises the acquisitions completed to date. So far, the
average multiple paid is 6.7x EBITDA, or 1.6% of AuM/AUA. In total, these
deals deliver £5.9m of EBITDA to the group, based on the latest 12-month
figures.

Table 1: Summary of recent acquisitions (EB/TDA based on last 12 months prior to acquisition)

Source: Company accounts, Peel Hunt estimates

Date Consideration AuM Advisers EBITDA  Consideration/EBITDA Consideration/AuM Consideration/Advisers
(£m) (£bn) (£m) (x) (Em)

18 Sep 20 Regency Inv. Services 3.5 0.3 6 0.5 6.9 1.1% 0.6
25 Jun 20 Sterling Trust 17.8 1.2 22 2.5 7.1 1.5% 0.8
05 May 20 Chalice $ 4.0 1.1 96 n/a n/a 0.4% 0.0
01 Oct 19 WFI 14.0 0.6 16 1.8 7.8 2.5% 0.9
Feb 19 Thomas & Co 3.3 0.2 4 0.5 6.6 2.2% 0.8

01 Oct 18 Marchant McKechnie 4.0 0.2 4 0.8 5.0 2.0% 1.0
Average 6.7 1.6% 0.7

£3.45m consideration, £320m AuM

Acquisition of Regency Investment Services, September 2020
Announced most recently, Regency Investment Services provides financial
advice to individuals and corporates in the Greater London area. The business

11
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£17.75m consideration, £1.2bn
AuM

Maximum consideration of £14m

Converting advisory clients to
investment solution

12

had six [FAs advising or managing £320m of AuA/AuM for approximately 1,000
clients. The business was still run by the founder’s granddaughter, having been
established in 1965. Kingswood will acquire the business for a cash consideration
of £3.45m, with £1.38m payable on closing and the balance subject to recurring
revenue and EBITDA hurdles over a three-year period.

Acquisition of Sterling Trust, June 2020

Announced and completed in June, Sterling Trust Financial Consulting had a
total of five offices spread across the north of England. The business employed 48
people, with 22 IFAs advising or managing £1.2bn of assets for 5,000 clients.
Kingswood will pay a cash consideration of £17.75m, spread over three years,
with the later elements based on asset migration, recurring revenue and EBITDA
hurdles. In the year to December 2019, Sterling generated EBITDA of £2.5m.

Investment in Chalice, May 2020

First announced back in December 2019, Kingswood formally completed the
Chalice acquisition in May, along with signing conditional heads of terms to
assume majority ownership in Manhattan Harbor Capital (now renamed
Kingswood US). The US business now comprises strong Independent Broker
Dealer (“IBD”) and Registered Investment Adviser (“RIA”) businesses across
the US with a team of 184 Authorised Representatives managing $1,794 million
of client investments from key offices in New York, Atlanta and San Diego.

Acquisition of WFI, September 2019

WFI was an IFA business with ¢.£550m under management and advice.
Kingswood agreed to pay a maximum cash consideration of £14m, over a 30-
month period. £3.5m was paid initially, with the balance based on certain asset
migration, recurring revenue and EBITDA hurdles.

Acquisition of Thomas & Co, January 2019
Kingswood agreed to pay a maximum consideration of £3.0m, of which £1.5m
was deferred over a three-year period.

Acquisition of Marchant McKechnie, October 2018

Marchant McKechnie was a business based in East Yorkshire, which had
approximately 700 clients and £200m of assets under advice. Kingswood paid a
maximum consideration of £4.0m for the business, with the deferred element of
up to £2.4m based on certain revenue metrics.

Revenue syner: gies

Once the acquisitions have been completed, there is an integration process that
will bring the constituent parts of the firm together. Beyond that, a key driver of
revenue growth will be increased usage of Kingswood’s central investment
proposition, which has been invested in over the past year.

The CIP is based around the experience and strengths of the Investment
Committee, which was re-structured over the past year. There are seven
members of this committee, with the goal of providing robust investment
solutions to clients. The committee is headed by two experienced individuals:
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Richard Jeffrey, Chair: Richard was CIO and then Chief Economist at
Cazenove Capital. Amongst a range of experience, Richard was an economic
adviser to 10 Downing Street during the 1990s.

Rupert Thompson, CIO: Rupert is responsible for the investment strategy team,
which leads the asset allocation and fund selection process. Rupert has a range of
experience at institutions such as PAM Global Investments, Henderson Global
Investors and UBS.

As we show in the chart below, the conversion of existing assets to the new
investment proposition will drive significant revenue synergies. Starting at 25bps
for the MPS offering (offered through investment platforms), up to 100bps for the
Bespoke Portfolio Service (with full discretion and assets within Kingswood’s
domain), these will be incremental revenues for Kingswood with little marginal
cost.

Table 2: Summary of fees by service proposition

Source: Kingswood

Ongoing advice fees
Advised (Wealth Planning only) 0.90%

Discretionary 0.60% 0.60% 0.60%
DFM fees

MPS 0.25%

PPS 0.75%

BPS* 1.00%
Total fees 0.90% 0.85% 1.35% 1.60%
Minimum fee (£) 1,500 1,000 2,000 7,500

*Transaction fees also levied on BPS so total fees higher, dependent on activity

UK Institutional

Kingswood also has a successful institutional fund management business, which
currently manages c.£1bn of assets. This business is headed by Nigel Davies, and
specialises in the management of surplus cash funds for the likes of building
societies, universities, charities and public companies. The team builds specific
investment solutions for each client’s objectives, creating portfolios that balance
liquidity and yield requirements. There are opportunities to expand the product
set with an ESG product that investors have indicated a strong interest in.

Chart 1: Summary of institutional fund performance

Source: Company accounts, Peel Hunt estimates
1.40%
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1.00%
0.80%
0.60%
0.40%
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Product expansion and leveraging the distribution network

Another element of the strategy is to work with other providers in different asset
classes, allowing retail clients to access products that were typically aimed at the
institutional market. One product has been launched, the Defensive Alpha
product, which is a fund of funds investing in liquid, diversified, alternative
funds. This will give retail clients access to hedge fund managers, and an
uncorrelated product to more traditional equity and fixed income funds. The
fund will be managed by Montlake, an asset manager with over US$8bn of AuM.

Improving return on capital

Through the combination of revenue synergies, centralising certain functions and
ensuring cost efficiency within the acquired businesses, we expect management
to be able to improve the return on the invested capital. Below, we show how we
estimate that applies to a standalone acquisition — based on the assumptions
outlined, the return on capital improves from 11% at the time of acquisition to
¢.18% going forward. This will take time to be reflected in the overall group
results, but we believe this shows the potential for the group going forward.

Table 3: Return on capital — estimated improvement

Source: Company accounts, Peel Hunt estimates

(£'000) Sterling Trust
Expected profit after tax 2,000
Consideration 17,750
ROIC 11.3%

Potential uplifts to returns

AUM conversion 750
Estimated synergies 350
Enhanced ROIC 17.5%
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Up to £80m of capital available

Funding

Consolidation vehicles in the wealth management sector have often struggled
with the availability of capital, or the constant pressure to issue new shares,
which puts pressure on the value of the existing currency. Kingswood appears to
have come up with a solution that provides capital, but also clarity as to the
potential dilution that the existing shares will suffer.

In September 2019, Kingswood reached agreement with Pollen Street regarding
£80m of financing to support the group’s growth ambitions. An initial facility of
£40m is provided through HSQ Limited, an indirect subsidiary of Pollen Street,
with a further £40m to be provided by HSQ from investors with co-investment
rights in funds managed or advised by Pollen Street. The funding takes the form
of a subscription of irredeemable convertible preference shares to be issued in
instalments.

The convertible preference shares convert into new ordinary shares at Pollen
Street’s option at any time from the earlier of an early conversion trigger event or
a fundraising (defined as an investment by one of more institutional investors in
the company’s equity after a minimum of £30m of preference shares have been
issued). All of the shares convert automatically on 31 December 2023 in the
absence of an early conversion trigger. The conversion price is 16.5p.

Based on the existing number of shares in issue, we estimate that converting the
full £80m potentially provided would lead to Pollen Street owning c.66% of
Kingswood. We believe the Pollen Street funds that provide the facility have a
limited life and therefore the shares would be sold to crystallise returns for Pollen
Street’s investors. Pollen Street has appointed two NEDs to the board.

Table 4: Diluted share count

Source: Company accounts, Peel Hunt estimates

No of shares % of fully diluted
KPI (Nominees) 143,220,905 19.5%
No in issue 216,921,000
Share options outstanding 34,457,500
Diluted no of shares 251,378,500
Potentially issuable to Pollen St 484,848,485 65.9%
No. post pref share conversion 736,226,985

The agreement with Pollen Street also includes a make-whole clause, which
gives rise to a potential liability for Kingswood. The agreement includes clauses
that Pollen Street is entitled to a minimum return of twice the subscription price
of each convertible share, ie 33p per share. There is also a value-sharing
agreement whereby Pollen Street is entitled to its share of any future market
value of Kingswood above the sum of £44m and twice the aggregate subscription
amount (ie £160m). These value-sharing payments would only start if the
company’s market cap exceeds £204m. Should these payments be required,
Kingswood would issue a make-whole instrument costing 8% and secured
against the value of the company’s subsidiaries.
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It should be noted that once £30m of the Pollen Street facility has been utilised,
Kingswood has the ability to pursue a fundraising, at not less than 16.5p.

Below, we show the amount outstanding. We would note that some preference
shares could be issued to support growth in the US — the relevant statement
noted up to £6.1m shares could be issued but the final amount is uncertain.

Table 5: Summary of preference share position

Source: Company accounts, Peel Hunt estimates

Pref shares

Equivalent to ord shares

Convertible preference shares issued at 31 December 2019

Sterling initial consideration

Chalice funding

Thomas & Co deferred consideration

US investment

Balance at 30 June

Outstanding items

MHC and Chalice deferred consideration (noted 12 Aug)
MHC (completed 23 November)

Regency/Marchant McKechnie/transaction costs

Total outstanding

Deferred considerations payable (as at 30 June)
Regency ( deferred consideration, announced 18 Sep)

Total issued including deferred considerations
US growth capital

Maximum

5,727.7
3,500.0
7,770.0
869.0
483.4
18,350.0
2,650.0
928.4
2,900.0
24,828.4

19,246.0
2,070.0

46,144.4

the

80,000.0

34,713.1

150,475.4

484,848.5
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Huge potential market

The US opportunity

Somewhat unusually, Kingswood also has a growing presence in the huge US
wealth management market. Today, this is very much a nascent opportunity for
the group, although it has potential to be a material contributor of profit with
relatively little capital required.

Significant market opportunity

Clearly the US wealth management market is vast, being the largest in the world.
It was estimated that the total market at the end of 2018 amounted to US$32tn,
having grown by 9% compound over the preceding five years. In 2018, it was
also estimated that there were 41m households in the US falling within either the
mass affluent or millionaire category (mass affluent being defined at assets of
US$1,000 to US$1m).

Within the US market, there are two distribution sources that Kingswood will
initially focus on: independent broker-dealers (“B/D”) and Registered
Investment Adviser (“RIA”). In effect, both of these are akin to financial advisers
in the UK.

IBD

Independent broker-dealers (or B/Ds) are similar to an IFA in the UK. B/Ds can
be employed or self-employed and provide advisory and brokerage services to
clients. B/Ds are remunerated based on a revenue share agreement, typically
around 80%. Smaller B/Ds will use a third-party platform, compared to the
larger ones with their own platforms, and in many cases investment banking
licences. There are 3,656 B/D’s in the US, with 66% of the market being retail,
21% being independent with more than US$100m and 13% of the market being
smaller independents with less than US$100m. Overall, the market is estimated
to be worth ¢.US$3trn with some 59,000 advisers in total.

RIA

Registered Investment Advisory firms are very similar to IBDs, although they
have a different regulator. RIAs provide clients with independent advice, offering
access to whole of market products. These firms often use the investment
management and clearing service offered by firms like BNY and Charles
Schwab. The remuneration model for a RIA is based on a percentage of AuM.
The RIA market is larger than the B/D market, with some US$5trn under
management and 60,000 employees. There are over 300 firms with more than
US$1bn under management, with this part of the market growing strong over the
past five years (there are 52 firms with more than US$5bn under management).
Much of this growth has been a result of M&A, with most of the larger firms in
the market still looking to further consolidate the sector.

Drivers of consolidation

There are a number of drivers behind the consolidation of these businesses. The
B/D market is characterised by aging owners, regulatory pressure, rising costs
and general lack of scale. The drivers within the RIA market are similar,
although RIAs typically generate more recurring revenues and are therefore
valued more highly. However, in both cases there are significant target markets
for Kingswood to focus on:

17
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A business with US$2bn already

Drive higher quality of revenue,
alongside investment banking
operations
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+ 'There are over 150 independent B/Ds with less than US$100m in revenue.
+ There are 12,630 RIAs with between US$10m and US$500m in assets.

Kingswood has a pipeline of seven potential acquisitions across the two channels,
which could add up to US$100m in revenue (although on the B/D side, the
EBITDA margin that drops through is relatively low at between 2% and 9%).

Kingswood’s strategy

Kingswood’s initial move into the US was in May 2019, when a 7% interest was
acquired in a business called Manhattan Harbor Capital (‘MHC’). MHC is a
holding company in New York and Atlanta that acquires, consolidates and
manages IBDs and RIAs across the US. Manhattan Harbor is led by Michael
Nessim, who has a 24-year track record in the industry where he has consistently
delivered strong, profitable revenue streams for investors. A further step was
made in December 2019 with the acquisition of Chalice Capital Partners and
Chalice Wealth Advisors for a maximum consideration of US$4m. Chalice
provides full service securities brokerage, advisory and investment banking
services to a range of individuals and corporate clients, with 96 authorised
representatives managing assets of US$1.1bn.

The next stage was announced on 12 August and sees Kingswood Holdings
increase its interest in Kingswood US to 50.1%. To achieve this, Kingswood has
in effect invested a total of just over US$7m, through its investment in MHC, and
contributing Chalice and Kingswood Capital Markets to the venture. In addition,
there is an intention to contribute up to US$8m of additional growth equity to
build out the US distribution channels through adviser recruitment and
acquisitions. This would take the total investment to ¢.US$15m. After
completing this deal in November, the rebranded Kingswood US has offices in
Atlanta, New York and San Diego, with 184 Authorised Representatives
managing c.US$1.8bn of client investments.

The financial model

The attraction of this market to Kingswood is the relatively high returns
generated, with a relatively low capital commitment. The intention is to move as
many of the broker-dealer assets to the RIA model, which will see a pick-up in
revenue and greater quality of earnings given the fee-based nature of the
arrangement.

It is also worth noting that Kingswood has established a small investment
banking operation, Kingswood Capital Markets (‘KCM’). KCM is a full-service
investment bank that provides companies from around the world with access to
capital necessary to build thriving and profitable enterprises. KCM began
operations in May 2020 with five senior bankers that have an average of 15 years
of relevant industry experience; bringing with them well-established relationships
that provide a steady stream of deal flow which they then match with
institutional and retail investors along with family offices from the United States,
Europe and Asia. This access to transcontinental capital is a strong differentiator
that sets KCM apart from its peers.

Firm capabilities include investment banking, equity capital markets, debt capital
markets, M&A and advisory. KCM has already completed 10 public and private
issuer transactions since inception, comprising approximately ~US$250m in
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Pipeline of 25 advisers, US$750m
in AuM

aggregate commitments, in just a few short months. Notably, the team has
completed transactions across a range of sectors including Healthcare,
Technology, REITs, Financial Services and Consumer. Kingswood Capital
Markets will be adding five senior bankers — scheduled to join next month (in
October) — as the company remains committed to expanding its reach and
product offerings. We would expect the team to be able to complete a number of
these transactions in any year, although clearly the timing and quantum are
difficult to predict.

In a recent investor presentation, management outlined objectives of having
assets of up to US$11.25bn by the end of FY22. This would make a material
contribution to revenue and profit at this time.

Table 6: Growth objectives in US

Source: Kingswood

FY20 FY21 FY22
Projected advisers 200 275-350 350-450
Projected assets US$2bn US$6.9bn-US$8.75bn US$8.75bn-US$11.25bn

After the completion of the investments in Kingswood US, the group will have
¢.180 authorised representatives managing AuM of US$1.8bn. Pro-forma
financials for the US business suggest that in the 12 months to October 2020, the
division would have generated revenue of US$30m and EBITDA of US$2.6m
(based on 100% consolidation).
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Financial statements

Given the early stage in the group’s development, it is unsurprising the reported
financials give little indication about the group’s future profitability. Revenue in
the year to December 2019 was £10.1m, an increase of 34% on the prior year
given the impact of the acquisitions completed, although operating EBITDA was
just £0.7m. This was a substantial improvement on the loss of £1.6m in FY18. In
the first half of 2021, revenue increased materially to £8.3m, and the underlying
EBITDA improved to £0.1m. These figures did not include any contribution
from Sterling, which only closed in the last few days of the half.

Assets under management

In the interim results on 18 September, it was reported that AuM had increased
to ¢.£5.0bn. From the closing balance of £2.8bn at 31 December, the completion
of the Chalice acquisition added £0.8bn, whilst Sterling will add a further
£1.2bn. It is important to highlight that this £5.0bn comprises a range of different
asset types (ie different client offerings and revenue margins), which we detail in
the chart below.

Chart 2: AuM by service

Source: Company accounts, Peel Hunt estimates

19%

19% 56%

6%

= Wealth planning Discretionary fund management Fixed income = US

Revenue margins

‘We have used the above analysis to build up our revenue expectations for the
forecast period. We have used a margin of 50bps for the assets under advice,
which is broadly consistent with the typical margin in the sector, 90bps for the
pure DFM assets and 15bps for the institutional assets managed. For the assets in
the US, it is challenging to forecast revenue given the different services offered
(for example, there is a small investment banking capability, which generates fees
based on transaction levels). In the recent presentation, the US businesses would
have contributed US$30m of revenue and we use this as a base for our model.

Looking ahead, we have assumed that the assets grow by approximately 10% per
annum. We use this to drive our revenue growth assumption of ¢.10%, although
the impact of recent acquisitions leads to a significantly higher increase in FY20.
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Table 7: Revenue progression
Source: Peel Hunt
(£'000) 2020E 2021E 2022E
Wealth planning 8,007 9,247 9,941
DFM 2,741 3,175 3,350
Institutional 1,370 1,425 1,497
us 7,000 25,171 32,219
Sterling 3,654 7,898 8,925
Total 22,771 46,917 55,931
Revenue growth n/a 106.0% 19.2%
Costs

There are a number of points to consider in relation to costs:

In the US business, the main expense is the amount paid to the advisers, based
on the “compensable revenues” generated. This is included as a cost of sale.
We assume this is broadly 90% of revenue generated.

For a full 12-month period, the expense base of the company is running at
c.£15m. This includes c.£4m of central costs. It is the relatively fixed nature of
this central cost that contributes to the operational leverage of the group.

Table 8: Expenses and profit margins

Source: Company accounts, Peel Hunt estimates

(£'000) 2019A 2020E 2021E 2022E
Expenses 9,400 15,340 17,641 18,523
Operating margin -0.8% 5.0% 27.8% 32.0%
Number of shares

There are a number of important considerations with regard to the number of

shares in issue:

The number of shares outstanding at the end of 2019 was 216.9m. We use this
number for the basic EPS calculation.

At the end of 2019 there were 34.5m options outstanding. The majority of
these have an exercise price of 5p, and can be exercised up until December
2023. We include these shares in our fully diluted EPS calculation.

The main impact on the number of shares in issue would be the conversion of
the convertible preference shares. We show an indicative EPS figure,
including the outstanding number of preference shares at the current time.
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Table 9: Share count
Source: Company accounts, Peel Hunt estimates
No of shares % of outstanding % of fully diluted
KPI (Nominees) 143,330,905 66.0% 19.5%
No in issue 216,921,000
Share options 34,457,500
Diluted no of shares 251,378,500
Potentially issuable to Pollen St 484,848,485 65.9%
No. post pref share conversion 736,226,985
Potential upside
Upside from: As noted, these forecasts reflect the business at present, and do not include any
- Acquisitions potential acquisitions. These would likely materially change the expected level of

22

Incremental revenue from
investment management
Recruitment in US

profitability, but clearly any transaction is uncertain as to timing and quantum.
This also applies to the US business, where recruitment is a key revenue and
profit driver. We would also highlight the potential impact from the migration of
advisory assets to the centralised investment proposition. The various investment
solutions have margins of between 25bps and 100bps — even assuming that the
majority of the growth is in the MPS service at the lower end of these margins,
each £100m converted would add £250k of revenues, which would largely drop
through to the bottom line. The business today has £2.6bn of advisory assets
(after the Sterling acquisition) and could potentially add a further £3.5bn from
acquisitions: a reasonable assumption would be that up to 50% of these assets are
converted over the medium term. This would add c.£8m to revenue and profits.

‘We summarise the potential upside to existing forecasts in the table below.

Table 10: Contributors to potential profits uplift

Source: Peel Hunt

2022E 2022E
(£m) Base case 2021E 25% migration 50% migration
Forecast EBITDA 7.3 7.3 9.2 9.2
Balance of Pollen Street facility 40 40.0 40.0 40.0
Assumed uplift from acquisitions (assumed 6.5x EBITDA) 0 6.2 6.2 6.2
Revenue uplift from AuM migration 0 4.1 4.1 8.2
Expected synergies from acquisitions 2.2 2.2
Profit uplift from US expansion 0 2.0 3.0 4.0
Indicative EBITDA 0 175 19.5 29.8
Indicative EBIT 6.9 17.0 19.0 29.3
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Table 11: EV/AuM multiples

Source: Company accounts, Peel Hunt estimates

Forecast EV/AuM multiples

Valuation and recommendation

Sector comparison

Our initial comparison is to compare Kingswood’s current EV/AUM to other
wealth managers. We find that Kingswood trades towards the lower end of the
sector, which is perhaps unsurprising given the relative maturity, profitability and

AFH 2.0% scale of the business compared to the peers. If we look at earnings multiples,
Brewin Dolphin 1.4% although Kingswood trades at a premium to the sector, we believe this reflects
# 9 . . .
Brooks Macdonald 1.5% both the expected growth the business can deliver in future years, as well as the
Charles Stanley* 0.2% lack of liquidi . he sh hi . Ki d
(] 1.1% ack of liquidity given the share ownership structure. Given Kingswood’s
Rathbones* 1.4% ambitions in the US, we would also note a comparable peer there, LPL
St. James's Place 4.7% Financial, is trading on an EV/EBIT multiple of c.12x, based on consensus
estimates.
Table 12: Sector valuation comparison
Source: Peel Hunt
Price Market Cap Annualised Annualised Annualised Annualised  Annualised Annualised 3 yr EPS 3 yr DPS
(p) (Em) PE 2020E (x) PE 2021E (x) EV/EBIT 2020 (x)E EV/EBIT 2021E (x) Yield 2020E Yield 2021E  CAGR CAGR
AFH 330 140.9 11.2 9.9 6.5 2.7% 3.1% 16.3% 12.2%
Brewin Dolphin 285 858.5 13.9 13.5 8.7 5.1% 52% 5.7% 5.7%
Brooks Macdonald* 1672.5 268.0 12.6 10.9 7.4 3.4% 4.1% 18.2% 22.4%
Charles Stanley* 275 142.4 12.8 12.6 3.3 3.3% 3.3% 3.1% 10.9%
Kingswood 28.5 61.4 n/a 15.0 8.6 0.0% 0.0% n/a na
Quilter 152.45 2,703.8 22.4 15.7 11.2 2.5% 2.3% na na
Rathbones* 1592 908.8 13.9 12.8 8.5 4.4% 4.4% 3.3% 2.8%
St. James's Place 1101 5,876.2 21.3 18.6 5.3 3.6% 59% 10.5% 13.6%

#Corporate client of Peel Hunt

Valuing the potential

It is more instructive, in our view, to consider what Kingswood is worth based on
the potential of the business. As we show in the table below, we estimate that the
business could generate EBIT of £19m, which would be equivalent to 26p per
share. However, taking a more optimistic view of the potential profit uplift,
including a greater contribution from the US business and synergies from
acquisitions, profits could be ¢.£29m. If we base our valuation on an EV/EBIT
multiple of 10x, these profits would be worth ¢.£290m. If we then assume that
the preference shares convert, the shares would be worth 40p.
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Table 14: Potential revenue uplift
Source: Peel Hunt

AuA including potential acquisitions 6,548 6,548
(Em)

Proportion of assets migrated 25% 50%

Assets migrated to CIP £m 1,637 3,274
Assumed incremental revenues £m 4.1 8.2

24

Table 13: Valuation model
Source: Peel Hunt

2022E 2022E
(£m) Base case 2021E 25% migration 50% migration
Forecast EBITDA 7.3 7.3 9.2 9.2
Balance of Pollen Street facility 40 40.0 40.0 40.0
Assumed uplift from acquisitions (assumed 6.5x EBITDA) 0 6.2 6.2 6.2
Revenue uplift from AuM migration 0 4.1 4.1 8.2
Expected synergies from acquisitions 0 0 2.2 2.2
Profit uplift from US expansion 0 2.0 3.0 4.0
Indicative EBITDA 0 17.5 19.5 29.8
Indicative EBIT 6.9 17.0 19.0 29.3
Prospective EV/EBIT multiple 10 10.0 10.0 10.0
Indicative valuation 69.3 170.0 189.6 293.1
Number of existing shares 251,379 251,379 251,379 251,379
Convertible shares to issue 150,475 484,848 484,848 484,848
Total number of shares in issue 401,854 736,227 736,227 736,227
Value per share 17.2 23.1 25.8 39.8
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Table 15: Summary income statement
Source: Company accounts, Peel Hunt estimates
Y/end Dec (£'000) 2018 2019 H1 20 2020E 2021E 2022E
Revenue 7,506 10,053 8,251 22,771 46,917 55,931
Cost of sales 0 0 0 6,300 22,025 28,192
Gross profit 7,506 10,053 8,251 16,471 24,892 27,739
Admin expenses 9,103 9,400 8,107 15,340 17,641 18,523
Share based remuneration 4 442 350 500 500 500
Exceptional costs 1,367 3,681 1,925 5,000 0 0
Amortisation 540 1,132 807 2,000 2,000 2,000
Depreciation 58 294 258 300 325 350
Impairment of goodwill 0 381 0 0 0 0
Other gains/losses 106 0 10 0 0 0
Operating profits/loss -3,668 -5,177 -3,206 -6,169 4,926 6,866
Adjusted operating profit/loss -1,761 -83 -474 831 6,926 8,866
Underlying EBITDA (excludes share based remuneration) -1,597 653 144 1,131 7,251 9,216
Finance costs -17 -384 -218 -450 -500 -550
Profit/loss before tax -3,689 -5,661 -3,424 -6,619 4,426 6,316
Adjusted profit/loss -1,778 -467 -692 381 6,426 8,316
Tax 0 0 0 0 0 0
Profit/loss from continuing operations -3,689 -5,561 -3,424 -6,619 4,426 6,316
Profits/losses from discontinued operations -1,029 -155 0 0 0 0
Total profit/loss for period -4,718 -5,716 -3,424 -6,619 4,426 6,316
Non-controlling interest 0 0 0 -350 -1,573 -2,014
Basic number of shares (‘000) 131,362 178,875 216,921 216,921 216,921 216,921
Diluted number of shares (‘000) 131,362 178,875 0 251,379 251,379 251,379
Diluted including convertible preference shares (‘000) 0 0 0 401,854 401,854 401,854
Basic EPS (p) -1.4 -0.3 -0.3 0.2 3.0 3.8
Diluted EPS (p) -1.4 -0.3 0.0 0.0 1.9 2A%
Fully diluted EPS including preference shares (p) 0.0 0.0 0.0 0.0 1.2 1.6
DPS (p) 0 0 0 0 0 0
Operating margin -23.5% -0.8% -5.7% 5.0% 27.8% 32.0%
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Appendix 1

Table 16: Core models — performance vs peer group

Source: Kingswood

31 Aug 20 Q120 Q2 20 Jul20 Aug20 YTD20 2019 1-Yr 3-Yr 5-Yr Incept
Defensive (%) 4.1 8.8 1.0 0.5 2.4 3.7 3.2 6.2 10.8 18.3
Cautious (%) -8.9 85 0.7 1.3 0.8 7.4 2.6 59 192 342
ARC peer group (%) (0-40% equity) -6.5 6.3 0.0 0.8 0.2 8.1 1.2 4.9 159 272
Relative to ARC (%) 2.4 2.1 0.7 0.5 0.6 -0.6 1.4 1.0 3.3 7.1
Balanced (%) -129 113 0.0 2.1 0.9 114 1.9 55 265 493
ARC peer group (%) (40-60%  -11.0 9.4 -0.4 1.6 -1.5 117 0.5 6.0 231 408
equity)
Relative to ARC (%) -1.8 1.9 0.4 0.5 0.6 -0.3 1.4 -0.5 3.4 84
Growth (%) -17.5 145 -0.4 2.9 3.2 150 0.1 4.0 328 643
ARC peer group (%) (60-80% -14.5 11.8 -0.9 2.4 2.9 150 0.1 7.5 316 54.8
equity)
Relative to ARC (%) -3.1 2.7 0.5 0.5 -0.3 0.0 0.0 -3.5 1.3 95
Aaventurous (%) 214 172 -0.9 3.7 5.3 193 -0.7 35 340 712
ARC peer group (%) (80-110% -17.3 14.2 -1.2 2.9 4.0 180 0.1 85 377 656
equity)
Relative to ARC (%) 4.1 3.0 0.3 0.8 -1.3 1.3 -0.8 -5.1 -3.7 5.6

Kingswood data are net of a 0.3% pa fee (incl. VAT)
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Recommendation structure and distribution

Recommendation distribution at 4 December 2020 All research published in the last 90 days

Corporate No Corporate % No % Corporate % %
Buy 109 87 216 57 89 59
Add 9 7 63 17 6 17
Hold 4 3 75 20 3 19
Reduce 0 0 11 3 0 2
Sell 0 0 5 1 0 1
Under Review 4 3 9 2 2 1

Peel Hunt's Recommendation Structure is as follows:

Buy, > +15% expected absolute price performance over 12 months

Add, +5-15% range expected absolute price performance over 12 months

Hold, +/-5% range expected absolute price performance over 12 months

Reduce, -5-15% range expected absolute price performance over 12 months

Sell, > -15% expected absolute price performance over 12 months

Under Review (UR), Recommendation, Target Price and/or Forecasts suspended pending market events/regulation

NB The recommendation is the primary driver for analyst views. The target price may vary from the structure due to market conditions, risk profile of
the company and capital returns

Research Disclosures

Number Disclosure

1 Company is a corporate client of Peel Hunt

The Analyst has a shareholding in this Company

The Company holds >3% in Peel Hunt

Peel Hunt makes a market in this Company

Peel Hunt is Broker to this Company and therefore provides investment services to the Company

During the last 12 months Peel Hunt has received compensation from this company for the provision of investment banking
services

OO WN

7 During the last 12 months Peel Hunt has acted as a sponsor/broker/ NOMAD/ financial advisor for an offer of securities from
this company

8 Peel Hunt holds >5% in Company (calculated under Market Abuse Regulation (EU) 596/2014)

9 1% beneficial ownership (calculated for purposes of FINRA under Section 13(d)/(g) of the Securities Exchange Act of 1934
and IIROC Rule 3400)

10 Peel Hunt holds a net long position that exceeds 0.5% in the Company (calculated under Market Abuse Regulation (EU)
596/2014).

11 Peel Hunt holds a net short position that exceeds 0.5% in the Company (calculated under Market Abuse Regulation (EU)
596/2014).

Recommendation history

Company Disclosures Date Rec Price Target Price
Brewin Dolphin 4 27 Jul 20 Buy 276p 375p
15 May 20 Buy 252p 310p
21 Apr 20 Buy 254p 305p
27 Nov 19 Buy 342p 385p
Brooks Macdonald 1,4,5,6 16 Jul 20 Buy 1,595p 2,505p
16 Apr 20 Buy 1,550p 2,210p
25 Nov 19 Buy 1,850p 2,490p
Charles Stanley 1,4,5,6 09 Jul 20 Buy 246p 340p
16 Apr 20 Buy 277p 320p
14 Jan 20 Buy 303p 350p
21 Nov 19 Buy 255p 300p
Kingswood Holdings 1,4,5 This note is
initiation of
coverage
Rathbone Brothers 1,4,5,6 29 Jul 20 Buy 1,516p 2,595p
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24 Jul 20 Buy 1,568p 2,425p

07 May 20 Buy 1,460p 2,230p

18 Oct 19 Buy 2,170p 2,750p

St James's Place 4 31 Jul 19 Buy 1,043p 1,350p
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This research material (the "Report") is produced by Peel Hunt LLP, which is authorised and regulated in the United
Kingdom by the Financial Conduct Authority (“FCA”) and is a member of the London Stock Exchange. The Peel
Hunt LLP analysts that prepare such are stated on the Report.

The Report must be treated as a marketing communications for the purposes of Directive 2014/65/EU as these have
not been prepared in accordance with legal requirements designed to promote the independence of research,
including COBS 12.2 and 12.4.

Although Peel Hunt LLP is not subject to any prohibition on dealing ahead of the dissemination of investment
research, Peel Hunt LLP applies this prohibition through its internal systems and controls.

The analyst or analysts responsible for the content of the Report certify that:

(1) the views expressed and attributed to the research analyst or analysts in the Report accurately reflect their
personal opinion(s) about the subject securities and issuers and/or other subject matter as appropriate.
Information that is non-factual, interpretive, assumed or based on the analyst's opinion shall not be
interpreted as facts and where there is any doubt as to reliability of a particular source, this is indicated; and

(2) no part of the research analyst’s or analysts’ compensation will be directly or indirectly related to the
specific recommendations or views contained in this research report and, as far as they are aware, there are
no relationships or circumstances (including conflicts of interest) that may in any way impair the objectivity
of this recommendation, and that where any such relationship, conflict or circumstance exists concerning
any financial instrument or issuer to which this recommendation directly or indirectly relates, this has been
disclosed. This statement applies equally to any persons closely associated with such analyst.

Equity analysts are prohibited from trading or owning publicly available securities or ‘related financial instruments’ issued
by companies in their business unit or industry area of coverage. The analyst’s business unit or industry area of coverage
extends to all companies in the business unit the analyst belongs to or the industry the analyst covers, not just to those
companies currently covered by Peel Hunt LLP's analysts. An analyst’s business unit is limited to companies in his/her
geographic region, unless the analyst has cross-regional coverage.

Prior approval is required for investments in private companies or private funds and also for any outside business activities
such as directorships, or earned income from a source other than their employment at the firm. An analyst may not perform
services for remuneration for a company covered by such analyst either on behalf of the firm or in a personal capacity.
Analysts cannot invest in private companies in their industry area of coverage.

All Peel Hunt LLP staff members and their connected persons must obtain pre-approval from Peel Hunt LLP to buy or sell
any publicly available equity securities and equity linked securities, including convertibles and derivatives; bonds; warrants,
futures, spread betting and contracts for differences.

Peel Hunt LLP has effective organisational and administrative arrangements set up within the firm for the prevention and
avoidance of conflicts of interest with respect to research recommendations, including information barriers. For information
regarding potential conflicts of interest and the general approach taken by Peel Hunt LLP in relation to conflicts of interest,
please contact mar-disclosures@peelhunt.com.

The Report is for the use of the addressees only and is not intended for nor should be disseminated to Retail Customers as
defined in Directive 2014/65/EU. The Report is directed at investment professionals, high net worth companies and/or
high net worth individuals only in accordance with the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005. Any investment or investment activity to which this document relates is only available to such persons and will
be engaged in only with such persons. Persons who do not meet this description should not act on the Report. It may not be
copied or distributed to any other person without the written consent of Peel Hunt LLP and may not be distributed or
passed on, directly or indirectly, to any other class of persons, Peel Hunt LLP may in its discretion distribute this document
to any other person to whom it could lawfully be distributed by an unauthorised person and without its content being
approved by an authorised person. Peel Hunt LLP does not provide investment advisory services to retail clients. Such
Research is not directed at any person where Peel Hunt LLP is prohibited or restricted by any legislation or regulation in

Peel Hunt LLP

Moor House

120 London Wall
London EC2Y SET

T: +44 (0) 20 7418 8900
F: +44 (0) 20 7305 7088

A Member of the London Stock Exchange.
Authorised and Regulated by the Financial Conduct Authority, 25 North Colonnade, Canary Wharf, London E14 SHS.

P E E I_ H U NT . CO M Registered in England and Wales No: OC357088. Registered office as abovei
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any jurisdiction from making it available to that person. You should satisfy yourself before reading it that Peel Hunt LLP is
permitted to provide marketing material concerning investments to you under relevant legislation and regulations.

Each Report has been prepared using sources believed to be reliable, however these sources have not been independently
verified and we do not represent it is accurate or complete. Neither Peel Hunt LLP, nor any of its partners, members,
employees or any affiliated company accepts liability for any loss arising from the use of the Report or its contents. It is
provided for informational purposes only and does not constitute an offer to sell or a solicitation to buy any security or other
financial instrument. Peel Hunt LLP accepts no fiduciary duties to the reader of this Report and in communicating it Peel
Hunt LLP is not acting in a fiduciary capacity. While Peel Hunt LLLP endeavours to update on a reasonable basis the
information and opinions contained herein, there may be regulatory, compliance or other reasons that prevent us from doing
so. The opinions, forecasts, assumptions, estimates, derived valuations and target price(s) contained in this material are as of
the date indicated and are subject to change at any time without prior notice.

The Report is not an offer or a solicitation to buy or sell any security. It should not be so construed, nor should it or any part
of it form the basis of, or be relied on in connection with, any contract or commitment whatsoever. It is not an advertisement
to an unlimited group of persons of securities, or related financial instruments. The Report does not constitute a personal
recommendation and the investments referred to may not be suitable for the specific investment objectives, financial
situation or individual needs of recipients and should not be relied upon in substitution for the exercise of independent
judgement. Past performance is not necessarily a guide to future performance and an investor may not get back the amount
originally invested. The stated price of any securities mentioned herein is not a representation that any transaction can be
effected at this price.

The date and time when the production of the Reports is completed is the date and time stated on the relevant Report.
Additionally, unless specifically stated otherwise, the date and time for prices quoted for all stocks mentioned in the relevant
Report is the same as that shown on the front page of the relevant Report. For further detail of when any relevant Report
was first published, please contact mar-disclosures@peelhunt.com.

For further detail of our forecasts on any stock/company, please contact mar-disclosures@peelhunt.com.

Peel Hunt LLP’s methodology for assigning recommendations includes (unless otherwise indicated) the following: market
capitalisation, maturity, growth/value, volatility and expected total return. Target prices are derived from variety of
valuation methodologies, which include (unless otherwise indicated), but are not restricted to, analysis of market risk,
growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF),
EV/EBITDA, P/E, PE/growth, P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium
(discount)/average group P/E, sum of the parts, net asset value, dividend returns, and return on equity (ROE). All
investment recommendations provided are subject to changes in macro-economic information, such as GDP,
unemployment and inflation. Micro-economic information about the issuer such as quantitative and qualitative factors may
also be taken into account.

The time horizon for both recommendations and target prices is 12 months, unless otherwise stated in the relevant Report.
For details of valuation methodologies, please see the relevant pages of each Report or previous Report.

The frequency of updates to Reports is not planned. Analysts endeavour to remain up-to-date on stocks at all times, and
generally write regular (but not frequent) Reports. Analysts will usually write in the event of a significant development.
However, Peel Hunt LLP is not under any obligation to update or keep current the information contained in the Reports or
in any other medium. The delivery of the Reports at any time does not imply that the information in it is correct as of any
time after its preparation date or that there has been no change in the business, financial condition, prospects,
creditworthiness, status or affairs of the Issuer or anyone else since that date.

It should be assumed that any Report has been reviewed by the issuer/company for factual accuracy, and that factual
changes only will have been incorporated as a result of that review. A company covered in such Report may have paid for
an analyst’s reasonable expenses to visit their premises or offered modest hospitality or entertainment: further details are
available on request.

It should be assumed that for the purposes of Peel Hunt LLP’s business, including Market Making, Peel Hunt LLP or one or
more of its associates or a director or an employee of Peel Hunt LLP or of an associate may hold 0.5%, or more, of the
stocks it provides Reports in relation to. Financial instruments referred to in Reports where Peel Hunt LLP is not a market
maker, it may be a liquidity provider and engage in transactions in a manner inconsistent with the recommendations in its
Reports. From time to time, Peel Hunt LLP may offer investment banking and other services to any of the companies
mentioned in our research. Peel Hunt LLP may act as adviser and/or broker to any of the companies mentioned in its
research.

Peel Hunt LLP

Moor House

120 London Wall
London EC2Y SET

T: +44 (0) 20 7418 8900
F: +44 (0) 20 7305 7088

A Member of the London Stock Exchange.

P E E I_ H U NT CO Authorised and Regulated by the Financial Conduct Authority, 25 North Colonnade, Canary Wharf, London E14 SHS.
- M Registered in England and Wales No: OC357088. Registered office as above.
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A list of recommendations made in the past 12 months by Peel Hunt LLP can be requested by contacting
mar-disclosures@peelhunt.com.

Peel Hunt LLP, its partners, members, employees or any affiliated company may have a position or holding in any of the
securities it researches, or in a related instrument. The Reports are approved for communication by Peel Hunt LLP in the
UK and to EEA market professionals who have registered with Peel Hunt LLP to receive such information.

Unless otherwise stated, Peel Hunt LLLP owns the intellectual property rights and any other rights in all material shown on
the Portal. No part of any Report may be modified, photocopied or duplicated in any form by any means or redistributed,
transmitted, published or derivative works created without the prior consent of Peel Hunt LLP. By accepting access to the
Portal you agree that you have read the above disclosure and to be bound by the foregoing limitations / restrictions.

Not for onward distribution into the People’s Republic of China.

US Disclosure: Peel Hunt LLP Reports are distributed to US investors by Peel Hunt Inc., which is a member of the
Financial Industry Regulatory Authority (“FINRA™) and the Securities Investor Protection Corporation (“SIPC”). Peel
Hunt LLP accepts responsibility for the contents of this Report and it has not been altered in any way by Peel Hunt Inc.
Peel Hunt LLP and/or its affiliates may hold 1% or more of any class of common equity securities in the issuer that the
Reports cover. Disclosures in relation to Peel Hunt LLP and/or any affiliate’s role in: (1) managing or co-managing a public
offering of securities for the issuer; (2) receiving compensation for investment banking services from the issuer in the past 12
months; (3) expecting or intending to receive compensation for investment banking services from the issuer in the next three
months; (4) making a market in the issuer’s securities; (5) receiving compensation for products or services other than
investment banking services in the past 12 months; (6) providing any services to the issuer as a client in the past 12 months,
and if so the types of services and whether such services were investment banking services, non-investment banking
securities-related services or non-securities services; and (7) if the research analyst or analysts responsible for the content of
this Report received any compensation from the issuer in the previous 12 months; and any other material conflict of interest
of the research analyst or analysts responsible for the content of this Report or Peel Hunt LLP and/or any affiliate that such
research analyst or an associated person of the Peel Hunt LLLP and/or any affiliate with the ability to influence the content
of the Report knows or has reason to know at the time of the publication or distribution of this Report, are set out in the
main disclosure section of this publication.

Canada Disclosure: Peel Hunt LLLP Reports may only be distributed by Peel Hunt LLP to Permitted Clients as defined in
Section 1.1 of the National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations
(“NI31-103”) in reliance on the International Dealer Exemption and International Adviser Exemption pursuant to
subsections 8.18(2) and 8.26(3) and Notification to Clients of the prescribed information under subsections 8.18(4)(b) and
8.26(4)(e) of NI 31-103 in Alberta, British Columbia, Ontario and Quebec. Peel Hunt LLP is not registered in the local
jurisdiction to provide advice on securities or to trade in securities. Peel Hunt LLP is: (1) registered in England and Wales
with its principal place of business in the United Kingdom; (2) a member of the London Stock Exchange; and (3) regulated
by the FCA. All or substantially all of the Company’s assets may be situated outside of Canada. There may be difficulty
enforcing legal rights against the Company because of the above. The Reports have not been prepared in accordance with
the disclosure requirements of Dealer Member Rule 3400 — Research Restrictions and Disclosure Requirements of the
Investment Industry Regulatory Organisation of Canada (“IIROC”).

Republic of South Africa Disclosure: Peel Hunt LLP Reports may only be distributed to clients as defined in the FAIS
Notice 37 of 2014 issued by the Financial Services Board. These Reports are distributed by Peel Hunt LLP under the
exemption granted from section 7(1) of the Financial Advisory and Intermediary Services Act, 2002.

Australia Disclosure: Peel Hunt LLP Reports are distributed in Australia by Peel Hunt LLP which is exempt from the
requirement to hold an Australian Financial Services Licence. This research may only be distributed to a "Wholesale
Client" (within the meaning of section 761G of the Corporations Act 2001 (Cth) (the “Act”). Peel Hunt LLP is regulated
by the FCA under UK laws, which differ from Australian laws.

Hong Kong Disclosure: Peel Hunt LLP is not licensed to carry on regulated activities in Hong Kong. Peel Hunt LLP
Reports are not intended for general distribution in Hong Kong. To the extent that an individual receives Peel Hunt LLLP
Reports, they are professional investors as defined in Part 1 of Schedule 1 of the Securities and Futures Ordinance. This
report must not be acted or relied on by persons who are not professional investors.

Peel Hunt LLP

Moor House

120 London Wall
London EC2Y SET

T: +44 (0) 20 7418 8900
F: +44 (0) 20 7305 7088

A Member of the London Stock Exchange.

P E E I_ H U NT CO Authorised and Regulated by the Financial Conduct Authority, 25 North Colonnade, Canary Wharf, London E14 SHS.
- M Registered in England and Wales No: OC357088. Registered office as above.



