Randall & Quilter

Growth momentum is gathering pace

The recent update on its Program Management activities confirmed that RQIH is enjoying the
fruits of prior investment and, importantly, seeing further acceleration in the division. We
expect that Accredited Program Management will become an increasingly valuable source of
visible, recurring, fee-based income and progressively balance the Group’s highly successful,

but more opaque - from a forecast perspective - Legacy operation.

Program Management metrics accelerate during the first six months

Accredited produced another strong performance in H1 2021 and remains on track to generate
significant profit growth over the next few years. An impressive six months to end June 2021 included

the following y-o-y growth:

e Gross Written Premium +80% to US$445m (+46% y-o0-y in FY 2020)
e FeelIncome +135% to US$25.2m

. Contracted premium +74% to US$1.6bn (+52% y-o-y FY 2020)

The division also added another 13 programs to finish the period at 60 programs at end June 2021
(36 at end June 2020), and a further another seven in July to bring the total to 67.

Forecasts well underpinned, as is 240p/share fair value assumption

We have held the forecasts detailed in our report on June 2", ahead of the interim results due in
September. Legacy remains a greater component of projected profit and by nature, harder to predict.
However, Accredited’s first half underpins the outlook. New business growth is not fully reflected in
the bottom line for 12 months, while margins benefit from scale. Both were reflected in this division’s

maiden profit and increased average program fees in FY 2020.

The current market valuation of Randall & Quilter remains below industry peers and, we believe,
underplays the benefit of combining these two core operations. As PM fees scale, we expect that to
enable Group acceleration of investment from internal sources, finance strategic initiatives and

generate free cash for progressive dividends.

We reiterate our 240p/share fair value assumption based upon first half trading for PM. That
represents a sum of the parts for two distinct businesses and revenue profiles: PM (a fee
business) at a multiple of pre-tax operating earnings and Legacy (M&A related) a multiple of

Tangible NAV, in line with specialty insurers.

Summary forecasts

Year end 31 Dec 2019A 2020A 2021E 2022E
IFRS PBT (Em) 38.1 30.2 46.0 56.0
Pre-tax Operating Profit (Em) 8.0 16.0 41.0 52.0
EPS (p) 43 5.9 15.0 19.0
Yield on distribution (%) 2.3 2.4 3.0 3.8
Tangible NAV per share (p) 125 124 134 140

Source: Group report & accounts and ED estimates
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Description

Randall & Quilter Investment
Holdings Ltd. Is a long-established
UK and US insurance business led
by an experienced management

team.
It is focused on two core strategies:

Program Management (PM) is a
fully regulated commission-fee based
business, which acts as a conduit
between reinsurers and MGAs

(insurance distributors).

Legacy Insurance provides exit
solutions for legacy/run-off insurance
assets to vendors in the US, Europe,

and Bermuda.
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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, 15 Eldon Street, London, EC2M 7LD

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