Mercia Asset Management

FY25 expected to be materially above expectations

In today’s FY25 year-end trading summary for the period 1 Apr 24 — 31 Mar 25, Mercia has
announced it expects EBITDA to be ‘materially ahead’ of expectations. This seems to be driven
by a ‘continuing focus on efficiencies.’ It also reported a jump in net inflows in Q4 (£250m).

This is hugely impressive given such an uncertain market and economic environment.

It closed the year with cash and equivalents of c. £40m, well ahead of our forecast of £34m. Following
the recent share price fall, that £40m of cash translates to around 31% of Mercia’s market cap.
We remind readers that at the end of H1-25, the NAV of Mercia’s on-balance sheet investments
totalled £121m (110% of current market cap), and we valued the third-party fund management
business at £56m (51% of market cap). Provided there are no major falls in the NAV of on-balance-
sheet investments, today’s update suggests that our previous sum-of-the-parts valuation of 52p

per share (double the current share price) may prove conservative.

Significant progress in pivot towards third-party fund management

As previously announced, Mercia is now in the process of making third-party fund management its
primary focus and will be selling most of its on-balance-sheet portfolio over the next few years. The
£250m of inflows in Q4 (existing fund mandate increases, new fund management contracts, and
successful VCT and EIS fund raises), coupled with the £57m in H1 shows that Mercia has developed

a proposition which is highly attractive to investors in its range of vehicles.

A key recruit in this strategy was Dean Heaney, appointed as Head of Institutional Distribution (March

‘25), to lead the distribution strategy across venture, debt, private equity and real assets strategies.

FY25 forecast upgraded, fundamental value 52p (double the share price)

We upgrade FY25 forecasts on the back of higher-than-expected net flows and additional
efficiencies, and assume no major market moves in FUM, or major valuation moves to on-balance
investments. We will update outer year forecasts with the release of results on 1 July 2025, although
we flag that our current FY26 forecasts do now look conservative. Our fundamental valuation of 52p

/ share is unchanged for now.

We also note recent additional institutional interest in MERC shares. Unicorn Asset Management

acquired 5.1% for some of its funds and Harwood Capital 3.4% for its funds and investment trusts.

Key Financials

Year-end 31 Mar FY22A FY23A FY24A FY25E FY25E FY26E
prev. new
AUM*, £bn 1.0 1.4 1.8 2.0 2.2 2.0
3-party FUM, £bn 0.8 1.2 1.6 1.8 2.0 1.8
Dir. investments, £m 119.6 136.6 116.9 128.9 124.4 136.9
Revenue, £m 20.6 25.9 30.4 345 345 8515
EBITDA**, £m 4.0 5.2 5.5 6.2 7.7 6.2
EBITDA margin 19.2% 20.0% 18.2% 18.0% 22.2% 17.5%
PBT, £m 27.4 2.4 -8.2 3.3 4.8 2.7
EPS basic, p 5.9 0.6 -1.7 0.5 0.8 0.4
Div, p 0.80 0.86 0.90 0.95 0.95 0.99
Yield 3.1% 3.4% 3.5% 3.7% 3.7% 3.9%
Net assets, £m 200.6 202.9 189.2 186.7 187.9 185.7

Net cash, £m 56.0 37.6 46.9 33.9 40.0 27.9

Source: Company Historic Data, ED estimates. PER and Yield based on share price of 25.5p
* Value of FUM from which the Group earns fund management revenues, plus consolidated net assets
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Company Data

EPIC MERC.L
Price (last close) 25.5p
52 weeks Hi/Lo 36.5p/22.5p
Market cap £110m
ED Fair Value/share 52p
Proforma net cash £47m
Avg. daily volume 703k
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Source: Investing.com

Description

Mercia Asset Management (Mercia)
was founded in 2010 and listed on the
AIM market of the London Stock
Exchange in Dec 2014.

It provides venture capital, debt and
private equity to mostly regional (ex-
London) UK businesses, investing
between £100k and £20m.

It manages c.£1.6bn of funds for third
parties and has net assets of
c.£187m of its own (on 30 Sep 24).

Next event

FY25 results 1 July 2025
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Equity Development Limited is regulated by the Financial Conduct Authority

Disclaimer

Equity Development Limited (‘ED’) is retained to act as financial adviser for its corporate clients, some or all of whom may now or in the future
have an interest in the contents of this document. ED produces and distributes research for these corporate clients to persons who are not clients
of ED. In the preparation of this report ED has taken professional efforts to ensure that the facts stated herein are clear, fair and not misleading,
but makes no guarantee as to the accuracy or completeness of the information or opinions contained herein.

Any reader of this research should not act or rely on this document or any of its contents. This report is being provided by ED to provide background
information about the subject of the research to relevant persons, as defined by the Financial Services and Markets Act 2000 (Financial
Promotions) Order 2005. This document does not constitute, nor form part of, and should not be construed as, any offer for sale or purchase of
(or solicitation of, or invitation to make any offer to buy or sell) any Securities (which may rise and fall in value). Nor shall it, or any part of it, form
the basis of, or be relied on in connection with, any contract or commitment whatsoever.

Research produced and distributed by ED on its client companies is normally commissioned and paid for by those companies themselves (‘issuer
financed research’) and as such is not deemed to be independent as defined by the FCA but is ‘objective’ in that the authors are stating their own
opinions. This document is prepared for clients under UK law. In the UK, companies quoted on AIM are subject to lighter due diligence than shares
quoted on the main market and are therefore more likely to carry a higher degree of risk than main market companies.

ED may in the future provide, or may have in the past provided, investment banking services to the subject of this report. ED, its directors or
persons connected may at some time in the future have, or have had in the past, a material investment in the Company. ED, its affiliates, officers,
directors and employees, will not be liable for any loss or damage arising from any use of this document to the maximum extent that the law
permits.

More information is available on our website www.equitydevelopment.co.uk
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