Begbies Traynor Group

New deal builds on successful 2021 acquisition

BEG has rapidly followed up announcement of its strong FY22 results with the acquisition of
London-based property finance brokerage Mantra Capital. The terms of this latest transaction,
which like previous deals is expected to immediately enhance earnings, include a £4.5m
upfront payment (E4m cash / £0.5m shares) and a potential £13.5m earn out (cash & shares

mix) subject to material profit growth in the next four years under ownership.

Mantra is a London based and FCA-regulated finance and insurance brokerage. Its team’s experience
includes both commercial and residential real estate lending, property investment and development
finance, finance for trading businesses and residential mortgages. It also provides insurance
brokerage services to commercial clients. It will join MAF Finance Group (acquired May 2021) to form
BTG Funding Solutions, a national finance brokerage with complementary sector expertise. Its FY21

revenues were £4.2m, normalised pre-tax profits £1.2m (reported on the same basis as the group).

Creation of finance brokerage with national coverage

The newly formed BTG Funding Solutions will be a finance brokerage with national coverage and
broad sector expertise including real estate, construction, engineering and manufacturing, haulage,
healthcare, agriculture, renewables, and vehicles. With an enlarged team of 70 employees (Mantra
adds 23 people including two directors) it generated ¢ £8m of fee income and arranged over £800m

of finance for its clients over the last twelve months.

BEG plans to build the new subsidiary’s expertise and capacity. It will recruit experienced staff able
to market its services directly to the corporate community, its existing referral network of professionals,
and support on client assignments. Mantra brings its own relationships with a panel of banks and

specialist funders.

Valuation: projections enhanced by strategic acquisitions

As we reiterated in our recent note (19 July) acquisitions are a core component of BEG’s growth
strategy. It has a consistent track record in this regard and this transaction builds on the May 2021
acquisition of MAF which established the intrinsic value of a well-positioned finance broking operation
to the group. MAF recorded a positive first year under group ownership in FY22 and, as anticipated,
it benefits and complements BEG’s other advisory and transactional services, particularly debt
advisory and restructuring, valuations, and asset sales. The addition of Mantra should move the dial

on growth again.

We have adjusted our forecasts for the contribution from Mantra this year, use of cash and new shares
issued. This transaction underpins our view of fair value at 175p / share now equivalent to
17.5x FY23e PER, still based on a relatively conservative view of entirely organic growth. At that price

the shares would yield a prospective 2.1% (2.7x covered by adjusted earnings).

Summary forecasts

Year end 30 April 2020A 2021A 2022A 2023E
Revenue (Em) 70.5 83.7 110.0 117.7
Adjusted PBT £m) 9.2 115 17.8 19.7
Adjusted EPS (p) 5.7 6.9 9.1 10.0
Dividend per share (p) 2.8 3.0 3.5 3.7
Yield on distribution 2.0% 2.1% 2.5% 2.6%

Source: Group report & accounts and ED estimates
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Description

Begbies Traynor (BEG) is a leading
UK business recovery, financial
advisory and property services
consultancy. It handles the largest
number of corporate appointments in
the UK, and principally serves the

mid-market and smaller companies.

Its other services include corporate
finance, valuation and sale of
properties, businesses and other
assets, and property consultancy,

planning and management.
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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.

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the United Kingdom
(‘FSMA’). 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

Equity Development, 16-18 Finsbury Circus, London, EC2M 7EB
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