Impax Asset Management

AUM up 4.6% in Q1 and fixed income acquisition

Impax recorded a solid Q1 of FY24, with AUM growing by £1.7bn (+4.6%) to £39.1bn on 31 Dec
23 (30 Sep 23: £37.4bn). This is above the trajectory required to meet our FY24 AUM forecast
of £41.1bn (+10% annual AUM growth), but as it is very early in the financial year and markets

remain volatile, we have taken a conservative approach and not yet adjusted our forecasts.

Market movements, forex and investment performance contributed £2.7bn of the increase, while net
outflows of £988m were recorded. Impax has noted that all material clients have been maintained
with some significant wins as well, but asset allocation decisions at wholesale clients resulted in net
outflows.

Impax has also announced an acquisition in the fixed income segment. While not huge in the context
of the group (£351m or just under 1% of group AUM), fixed income is seen as strategically important
and a significant growth opportunity, particularly in the US. Impax Asset Management Ireland Limited
has entered into an agreement (subject to closing conditions) to acquire the assets of Absalon
Corporate Credit, a fixed income manager of two strategies: Global High Yield (launched in 2006)
and Emerging Market Corporate Debt (launched in 2010). These are available as Luxembourg-based
SICAV funds and as Danish-based funds.

A highly experienced team of four will be joining Impax, and will boost the growing fixed income team,
which is based in the US. The new funds add to Impax’s existing fixed income offerings of US
Investment Grade and US High Yield funds. Post-acquisition, the combined team will have assets

under management and advice of around £1.6bn.

The precise timing of the acquisition is not yet finalised, and its financial terms and financial impact

have not yet been disclosed. We will therefore update our forecasts when these are available.

We again highlight an apparently material undervaluation

As detailed in our recent November ‘23 note, A tough year, but clear fundamental value, we remain

bullish about the prospects of the sustainable investing market generally, and of Impax specifically.

The positive AUM update for Q1-24 and the Absalon acquisition reinforce this view.

Our fundamental valuation remains 800p per share, 50% above the current share price. We

also think this undervaluation is backed up by the potential for Impax’s PER to rerate (page 2).

Summary financials & forecasts

Year-end 30 Sep FY20A  FY21A FY22A FY23A FY24E FY25E
AUM, £bn 20.2 37.2 35.7 37.4 41.1 46.1
Revenue, £m 87.5 143.1 175.4 178.4 180.5 198.6
Adjusted Op. Profit*, £m 23.2 55.8 67.4 58.1 54.2 65.2
Net profit after tax 13.7 40.2 59.5 39.2 40.3 48.6
EPS basic, p 10.6 31.5 46.0 30.5 31.3 37.8
EPS adjusted & diluted, p 14.5 34.4 42.1 35.2 32.3 38.6
PER 50.4 16.9 11.6 17.5 17.0 14.1
Dividend, p 8.6 20.6 27.6 27.6 27.6 27.6
Yield 1.6% 3.9% 5.2% 5.2% 5.2% 5.2%
Net assets, £m 71.4 110.5 138.2 134.0 1425 162.1
Net cash, £m 38.8 74.2 110.9 91.5 102.2 124.2

Source: Group report & accounts, ED estimates. PER & Yield based on share price of: 534p.
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Company Data

EPIC IPX
Price (last close) 534p
52 weeks Hi/Lo 883p/369p
Market Cap £708m
ED Fair Value/share 800p
Proforma net cash £92m
Avg. daily volume 229k
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Description
Impax is a specialist asset manager,
focused on the growth opportunities
arising from the transition to a
sustainable economy. Founded in
1998, it offers a range of listed
equities, fixed income, systematic,

and private markets strategies.

AUM on 31 Dec 23: £39.1bn
Next Event, Q2 AUM update: Apr 24
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Value in asset management sector, especially Impax

Impax does command an above-median PER among UK-listed asset managers (17.5 v 13.2). However,
we believe a much more significant premium is fully justified given that Impax has been such a
standout leader in attracting and retaining assets (see our Nov 23 report for full details) and given its
growth potential.

To this end, we highlight the recent premium paid for another high-performing asset manager, Gresham
House. This acquisition was concluded on at a PE multiple of 37.1, far above most sector peers and the
current peer group median of 13.2. This suggests that significant value is being seen in the sector by some
(the acquisition price is 63% above the price on the day prior to the announcement of the acquisition).

Asset managers’ PE Ratios

48.1 Mercia
37.1 Gresham House*
25.6 Premier Miton
19.6 Foresight Group
I 175 Impax
17.1 Ashmore
16.4 ICG
141 Schroders
12.4 Polar Capital
11.2 CLIG
Pollen Street
10.21 Liontrust
Jupiter
Ninety One

6.1 Man Group

N/A median = 13.2 Abrdn

Source: ADVFN as at 8 Jan 24, ED analysis
De-listed on 20 Dec 2023
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Hannah Crowe
Direct: 0207 065 2692
Tel: 0207 065 2690
hannah@equitydevelopment.co.uk

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, Park House, 16-18 Finsbury Circus, London EC2M 7EB

Contact: info@equitydevelopment.co.uk | 020 7065 2690
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