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Global Re acquisition on track for H1 2019

We have adjusted forecasts to reflect the revised timing of the Global Re
acquisition. As the expected completion of a major acquisition has shifted by a
few weeks, from late December to early January, it will now benefit H1 2019

not FY18. In all other respects everything remains on track.

We flagged this in our October note: one of two acquisitions announced with the interims
in September could make a significant impact this year, subject to receipt of regulatory
approval before 31 December, or in FY19 if not. It was included in our FY18 forecasts as
R&Q’s experience suggested it would tie it up this year. The process remains on track,
but the pragmatic view is that approval will now be finalised in early 2019.

Closure does matter, as the acquisition of GLOBAL Reinsurance Corporation of America
(Global Re) is the largest transaction legacy/business combination R&Q has
undertaken to date. It will acquire Global Re, a New York domiciled reinsurance
company in run-off, from AXA for ¢ $80.5m in cash funded from available cash and debt
facilities. The price is a small discount to net assets and R&Q expects it to have material
impact on its results, based upon its own reserve assessment and anticipated operational

synergies.

Timing is the one issue. Management has not changed its view on the value of the deal
and remains confident that it will achieve change of control approval from the New York

Department of Financial Services. in early 2019.

R&Q forecasts will be subject to imprecise timing in the short-term as it scales up two
core divisions. The exact timing of legacy deals is inherently difficult to predict, but the
group’s track record is strong, completing 34 deals in the last two financial years. It
confirmed that the Global Re acquisition remains on track, backed by strong new
business pipelines for both further legacy acquisitions and its programme management
business in the USA and Europe. Re the latter, R&Q anticipates that by the year end it
will have signed contracts with managing general agents expected to generate

c $500m pa of future gross written premiums.

We have simply adjusted forecasts to reflect the shift of the contribution from
Global Re into next year. The FY19e multiple is attractive, with the yield well

covered and tax-free to UK private investors as a distribution of capital.

Summary forecasts

Year end 31 Dec 2016A 2017A 2018E 2019E
Operating Profit (EBIT) (Em) 10.4 14.3 21.0 48.8
Adj. Pre-tax (Em) 8.5 23.5 13.0 40.8
EPS (p) 9.9 10.5 7.1 28.4
PER 16.8 15.9 23.4 5.8
Yield % 5.2 5.3 55 5.6
NAV/share (p) 107 121 125 130

Source: Group report & accounts and ED estimates (assumed completion of Global Re acquisition in FY19)
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Description
Randall & Quilter Investment
Holdings Limited (R&Q) is a long-
established UK and US insurance
business led by an experienced

team.

It is focused on two core strategies:
to drive commission income from
writing niche books of business
using its two licensed UK and US
carriers and to grow an industry
leading provider of exit solutions for
legacy/ run-off insurance assets to
vendors in the US, Bermuda and

Europe.
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Equity Development Limited is regulated by the Financial Conduct Authority

Equity Development Limited (‘ED’) is retained to act as financial adviser for various clients, some or all of whom may now or in
the future have an interest in the contents of this document and/or in the Company. 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 make 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 person who is not a relevant person under this section should not act or rely on this document
or any of its contents. Research on its client companies produced and distributed by ED 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.

This report is being provided to relevant persons by ED to provide background information about Randall & Quilter IH. 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. Self-certification by investors
can be completed free of charge at www.fisma.org

ED may in the future provide, or may have in the past provided, investment banking services to the Company. ED, its Directors
or persons connected may have in the future, or have had in the past, a material investment in the Company.

More information is available on our website

www.equitydevelopment.co.uk

Equity Development, 15 Eldon Street, London, EC2M 7LD. Contact: info@equitydevelopment.co.uk 0207 065 2690
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