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NAV boosted by revaluation gains

FinLab’s results combine relatively stable income from management fees
and dividends received from the asset management subsidiaries, Heliad
and Patriarch (total income at €1.76m vs €1.88m in H116), and sizeable
revaluation gains (Kapilendo, Heliad) of €2.52m (vs -€0.3m in H116). The
recentshare issue and improved operating cash flow increased the
company’s net cash position to€4.28m from €0.97m at end-2016. This puts
FinLab in a strong position to execute further fintech investments.
Following the recent positive share price performance, FinLab’s shares
trade at an 18.9% premium to last reported NAV.

Bottom line assisted by write-ups

FinLab reported a pre-tax profit of €3.03m in H117, significantlyabove the H116
figure (€0.50m). This was largelydue to positive revaluations on the company’s
portfolio holdings (€2.52m compared to write-downs of€0.3m in H116), in particular
Kapilendo and Heliad EquityPartners. A33.8% y-0-y increase inincome from
investments to €0.67m and higherincome from the sale of securities and financial
assets (up46.2% y-o-y to €0.73m in H117) also boosted profits. Diluted EPS came
in at€0.63 vs €0.09 despite the higher average share count.

Recent capital increase fuels portfolio expansion

In May 2017, the companyraised €5.85m issuing 450,000 new shares ata price of
€13.00 per share. The proceeds will be used to make further investments in early-
stage companies, as FinLab targets a portfolio of sevento 10 fintech investments.
In addition to the four investments held atend-2016 (nextmarkets, Deposit
Solutions, Kapilendo and Authada), the companyrecently entered into two, seven-
figure euro investments in FastBill, aleading German SaasS tool for small business
financial management, and Vaultoro, a real-time bitcoin gold exchange.

Valuation: Shares trading at a premium to NAV

FinLab’s NAV at end-June amounted to€16.13,an increase of 7.2% from end-
March (€15.04)and a 9.1% rise compared to end-2016 (€14.79).The currentshare
price stands at€19.18, implying an 18.9% premium to the lastreported NAV. This
may reflect marketexpectation of continued investments in NAV and earnings -
accretive acquisitions. If we assume thatthe major portfolio holding, Heliad Equity
Partners, trades in line with NAV (vs a discountof26.0% at end-June), the premium
isreducedto c 5%.

Historicals financials

Year Revenue PBT EPS DPS P/IE Yield
end (€m) (€m) (€) (€) (x) (%)
12/13 2.1 (1.2) (0.27) 0.00 N/A N/A
12/14 48 1.7 0.36 0.00 53.3 N/A
12/15 6.5 7.1 1.44 0.00 13.4 N/A
12/16 49 14.0 2.98 0.00 6.4 N/A

Source: Insert source here.
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Business description

FinLab is an incubator and builder of fintech
companies based in Germany. ltalso has holdingsin
tw o relativ ely mature asset management businesses,
Heliad and Patfriarch, w hich givesit stable cash flows
and a strong balance sheet. Itcurrently has four
fintech investments.

Bull
Good cash position may translate into NAV and
earnings-enhancing acquisitions.
Strong balance sheetand stable cash flows.

Listed ex posure to a growing portfolio of fintech
companies in Germany.

Bear
Small free float and low liquidity.

Fintech investments are inherently high risk and
the portfolio is concentrated.

FinLab may raise capital to fund future
investments.
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Financials: H117 results released

FinLab reported a considerable increase in pre-tax profit to €3.03m in H117 from €0.50m a year
ago. This was largelydriven by the write-ups of securities and financial assets 0of€2.52m
(compared with -€0.3m in H116), resulting to some extent from the revaluation of Kapilendo
following the capital increase and write-up of the holding in Heliad Equity Partners on the back of
the solid share price performance (+18% in H117). Furthermore, the companyrecorded €0.73m
income from the sale of securities and financial assets (up 46.2% y-0-y), with the retirementof
securities and financial assets remaining broadlystable (-€0.54m vs -€0.51m in H116).

EBIT declined 57.0% y-o0-y to €0.30m in H117, mostlydue to a 6.6% decline in total income
(€1.76minH117)and a 23.4% y-o-y rise in operating costs, in particulara 66.7% increase in
occupancy costs to €0.29m and higher personnel expenses (up 21.7% y-o-y to €0.85m in H117,
largely related to options valuation underthe employee stock option plan, ESOP). As a resultof
lowerincome tax (c €36,000 vs €99,000in H116), netincome improved to €3.00m from €0.40m in
H116,implying a diluted EPS of €0.63 vs €0.09 a year ago. Including the change in the revaluation
reserve, overallincome wentup to €7.6m from €0.6 in H116.

FinLab’s netcash positionimproved to €4.28m from €0.97m atend-2016, mostlyon the back of the
capitalincrease completed in May 2017, which provided the companywith proceeds of€5.85m.
Some of this was alreadyspenton investments (€3.87m vs €1.50m lastyear). Operating cash flow
of €1.10minH117 (vs €0.22m in H116) further contributed to FinLab’s improvementin liquidity.

Exhibit 1: Results highlights

€000s H117 H116 y%h;?%
Revenue 760 990 (23.2)
Income from inv estments 669 500 33.8
Other operating income 326 3N (16.6)
Total income 1,756 1,881 (6.6)
Personnel ex penses (852) (700) 21.7
Non-personnel expenses (601) (477) 26.0
EBIT 303 704 (57.0)
Financial result, of w hich: 2,728 (203) N/M

Income from the sale of securities and financial assets 725 496 46.2

Retirement of securities and financial assets (535) (509) 5.1

Write-ups and w rite-downs of securities and financial assets 2,522 (274) N/M

Interest and similar income 6 84 N/M
EBT 3,031 501 505.0
Taxes onincome (36) (99) (63.6)
Net result forthe period 2,995 403 643.2
Average no. of shares (diluted) 4,747,022 4,547,891 4.4
EPS (diluted, €) 0.63 0.09 612.0
Overall result (including change in revaluation reserve) 7,561 576 N/M

Source: FinLab accounts

Valuation

FinLab’s growth is driven by its fintech activities and shareholder value should be driven by its
ability to grow the NAV over time. Earnings in any given year can be less informative as the timing
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of revaluations and exits, which are reflected in the income statementon recognition, can be
volatile.

FinLab’s NAV has grown rapidlysince the company’s inception atthe end of 2014 to the end of
2016 (see Exhibit 2 below) and the discountto NAV has narrowed sharplyfrom 54% atend 2013 to
11% as at end-2016, suggesting thatthe change in strategic direction on the creation of FinLab has
been well received by investors.

NAV per share as at end-June stood at€16.13, which represents a 7.2% increase from end-March
(€15.04)and 9.1% compared to end-2016 (€14.79). The company's share price currentlystands at
€19.18,which represents an 18.9% premium to lastreported NAV. However, 37% of FinLab’s NAV
atend-Juneis its holding in Heliad, which was valued at a 26.0% discountto its own NAV (the
share price at end-June was €6.75 vs NAV at€9.16). While it is typical for investmentcompanies to
trade at a discount, it could be useful to considerthe impacton FinLab’s NAV if Heliad’s assets
were reflected at fair value (NAV). If the discountwas removed, FinLab’s NAV would rise to over
€90m, suggesting a premiumto NAV of ¢ 5%. Furthermore, end-June NAV does notreflect the
recent seven-figure euro investmentin Vaultoro and it seems thatthe market expects FinLab to use
its cash pile to make further earnings-and value-accretive acquisitions following the recent capital
increase.

Exhibit 2: FinLab’s share price and NAV performance
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Source: FinLab’s corporate w ebsite, Edison Investment Research
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Edison, the investment inteligence fim, is the future of investor interaction with corporates. Our team of over 100 analysts and investment professionals work with leading companies, fund managers and investment banks
worldwide to support their capital markets activity. We provide services to more than 400 retained corporate and investor clients from our offices in London, New York, Frankfurt and Sydney. Edison is authorised and
regulated by the . Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. Edison NZ is registered on the New Zealand Financial Service Providers
Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison In vestment Research Inc (Edison US) is the US subsidiary of Edison and is regulated by the
Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869) is the Australian subsidiary of Edison and is not regulated by the Australian Securities and Investment Commission.
Edison Germany is a branch entity of Edison InvestmentResearch Limited [4794244]

DISCLAIMER
Any Information, data, analysis and opinions contained in this report do not constitute investmentadvice by Deutsche Borse AG or the Frankfurter Wertpapierbdrse. Any investmentdecision should be solely based on a
securities offering document or another document containing all information required o make such an investmentdecision, including risk factors.

Copyright 2017 Edison InvestmentResearch Limited. All rights reserved. This report has been commissioned by Deutsche Borse AG and prepared and issued by Edison for publication globally. Allinformation used in the
publication of this report has been compiled from publicly available sources that are believed to b e reliable, however we do notguarante the accuracy or completeness of this report. Opinions contained in this report
represent those of the research department of Edison at the ime of publication. The securities described in the Investment R esearch may not be eligible for sale in all jurisdictions or to certain categories of investors. This
research is issued in Australia by Edison Aus and any access to i, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. The Investment Research is distrbuted in the United States
by Edison US to major US institutional investors only. Edison US is registered as an investmentadviser with the Securities a nd Exchange Commission. Edison US relies upon the "publishers' exclusion” from the definition
of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Edison does notoffer or provide personalised advice. We publish information about
companies in which we believe our readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be
construed in any manner whatsoever as, personalised advice. Also, our website and the information provided by us shoud notbe construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or
attempt to effect, any transaction in a security. The research in this document is inte nded for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or bro kers) and
habitual investors who are “‘whalesale clients” for the purpose ofthe Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(@), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell,
subscribe, or underwrite any securities mentioned or in the topic of this document. This documentis provided for information purposes only and should not be construed as an offer or solicitation for investment in any
securities mentioned or in the pic of this document A marketing communication under FCA Rules, this document has not been prepared in accordance with e legal requrements designed to promote the independence
of investment research and is not subject to any prohibition on dealing ahead ofthe dissemination of investmentresearch. Ed ison has arestrictive policy relating to personal dealing. Edison Group does notconduct any
investment business and, accordingly, does not itself had any positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any
orrelated securities mentioned in this report. Edison or its affilates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as
wellas rise and are subject to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this repo rt. Past performance is not
necessariy a guide to future performance. Forward-looking information or statements in this report contain information thatis based on assumptions, forecasts of future results, estimates of amounts not yetdeterminable,
and therefore involve known and unknown risks, uncertainties and other factors which may cause the actua results, performance or achievements oftheir subject matter to be materially different from currentexpectations.
For the purpose ofthe FAA, the content of this reportis of a general nature, is intended as a source of general information only and is not intended o constitute a recommendation or opinion in refation to acquiring or
disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is nota “perso nalised service” and, to the extentthatit contains any financial advice, is intended only as a “class
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