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JDC Group

Scaling up

Bancassurance advisory and service platform JDC Group’s final FY20
results were in line with the preliminary numbers. Large client wins are
starting to feed into the platform, making JDC Group’s 2025 target of a
doubling of revenues and multiplying EBITDA realistic. The EV/EBITDA
valuation of 16.4x consensus FY22e does not seem demanding compared
to international peers given the strong prospects for platform growth.

No surprise in final numbers

JDC Group reported final FY20 results that were in line with the preliminary results
reported in early March. Revenues increased by over 10% to €123m with an
acceleration in Q4 of 14% to €36m. Advisortech, which includes JDC Group’s
platform business, continues to be the main revenue growth driver with 11% to
€102.6m. Revenue in JDC Group’s own Advisory business increased 3% to
€30.9m. Adjusted for €0.7m expenditures for moving the head office, remote
working infrastructure and severance packages for redundant staff, EBITDA for the
year increased almost 40% to €5.8m, as the cost base was relatively stable.
Reported EBITDA increased by 23% to €5.1m. All in all, the net loss reduced to
€1.2m from €1.8m in 2019.

Guidance for 2025 conservative

For 2021, JDC Group expects continued double-digit growth to €135-142m and
EBITDA of over €7m. This means that the group will probably be profitable at the
bottom line for the first time since investing in the platform. New in the press
release was the 2025 guidance of a doubling of revenues while multiplying
EBITDA. As the recently announced Provinzial deal already has the potential for
over €100m in additional revenues, we believe that this forecast is probably
conservative. We expect more new, large client announcements.

Valuation: Higher growth justifies higher valuation

Although we realise that a peer comparison for JDC Group is not easy given the
diversified profile, we note that the company trades at a discount of 36% on FY21e
EV/EBITDA compared to a broad group of peers. We also note that if we apply
Hypoport’'s 2021e EV/sales multiple to JDC Group’s Key Accounts business alone,
we arrive at the group’s current market capitalisation.

Consensus estimates

Year Revenue EBITDA EPS DPS  EVIEBITDA Yield
end (€m) (€m) (€) (€) (x) (%)
12/19 1M11.5 4.2 0.1) 0.0 37.3 N/A
12/20 1233 5.2 (0.1) 0.0 30.1 N/A
12/21e 140.6 71 0.2 0.0 222 N/A
12/22e 158.8 9.6 0.3 0.0 16.2 N/A

Source: JDC Group, Refinitiv consensus at 6 April 2021
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Business description

JDC Group is a digital financial services group
providing advice and financial services, both directly
to end customers and via independent intermediaries
on its digital platform. It operates one of the largest
broker pools in Germany and wants to be a market
consolidator.
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Low interest rates and regulatory uncertainty
affect the insurance industry.

Transfer of contracts to JDC platform could stall.
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EBITDA up almost 40% in COVID-19-dominated 2020

JDC Group reported final FY20 results that were in line with the preliminary results reported in early
March. Revenues increased by over 10% to €123m, accelerating by 14% in Q4 to €36m.
Advisortech, which includes JDC Group’s platform business, was the main driver of revenue growth
increasing by 11% to €102m. Growth from the announced large contracts including Lufthansa,
BMW and Comdirect accelerated in 2020, with revenues increasing by 25% to €20.3m, while the
Independent Financial Advisory (IFA) business grew by 9% to €78.9m. Revenue in JDC Group’s
Advisory business increased by 3% to €30.9m. Holding and Intersegment revenues amounted to -
€10.6m (FY19: -€10.7m).

Adjusted for expenditure of €0.7m related to moving the head office, remote working infrastructure
and severance packages for redundant staff, EBITDA for the year rose by almost 40% to €5.8m as
the operational cost base was relatively stable. Reported EBITDA increased by 23% to €5.1m.

The net loss reduced to €1.2m from €1.8m in 2019. For FY21, JDC Group expects continued
double-digit revenue growth to €135-142m and EBITDA of over €7m. This would imply that JDC
Group will be profitable at the net income level.

Exhibit 1: FY20 results highlights

€000s FY20 FY19 y-0-y change
Total revenue 122,834 111,471 10.19%
Initial commission 85,547 75,118 13.88%
Insurance products 64,125 56,861 12.78%
Investment funds 16,028 13,587 17.97%
Shares/closed-end funds 5,3%4 4,670 15.50%
Follow-up commission 21,242 20,223 5.04%
Overrides 6,451 6,649 -2.98%
Services 3,478 3,405 2.14%
Fee-based advisory 2,757 3,091 -10.81%
Other income 3,359 2,985 12.53%
Capitalised services 1091 998 9.32%
Other operating income 339 617 -45.06%
Commission expenses -90,542 -81,433 11.19%
Commission expense as % of revenues 73.711% 73.00% -95bp
Personnel expenses -18,737 17,417 7.58%
Other operating expenses -9,860 -10,070 -2.09%
EBITDA 5,125 4,166 23.02%
D&A -4,628 -4,311 7.35%
EBIT 497 -145 -442.76%
Pre-tax profit -1,031 -1,753 -41.19%
Net income -1,163 -1,813 -35.85%
EPS (€) -0.09 -0.14 -36%

Source: JDC Group

Operational cash flow generation was unusually strong in FY20. H120 operational cash flow was
already €5.7m, mostly as a result of lower receivables, while the full year figure was €8.9m (FY19:
€3.8m). Nevertheless, total cash flow was negative €9.4m (versus a positive €9.3m in FY19), driven
by the planned redemption of bonds (€12.3m). Investment cash flow (an outflow of €2.0m) was
much lower than in 2019 (€4.6m) reflecting the fact that investments in the platform are now more
or less completed. Outstanding bonds (€19.3m) and bank debts (€1.1m) partially offset by a cash
position of €11.7m resulted in net debt of €8.7m.

Provinzial deal is a game changer

With investments in the insurance advisory platform now more or less completed, winning new
platform deals, or key accounts, is essential to drive revenue growth.
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JDC Group indicates that it usually takes up to two years after a key account deal is announced
before substantial numbers of insurance contracts from the key accounts are transferred to JDC
Group’s platform, at which point commissions start to flow in to JDC Group. Hence there is a delay
in reported revenue growth from large client wins. For example, the Albatros contract (Lufthansa)
announced on 14 November 2017 reached its expected revenue level in 2020 and only started to
contribute to EBITDA in 2020. Once the transfer of contracts is completed on a key account deal
organic growth is likely to be in line with the German insurance market.

Although key account wins do not immediately contribute to revenue growth they are essential to
grow the platform in the years ahead. After a relatively slow H220, 2021 has had an excellent start
with three large client wins after nine in the two years before:
A letter of intent with insurance company Provinzial Group that could lead to 100 regional
savings banks joining JDC Group’s platform with one million new platform clients in the next
five years.
The win of multibanking app Finanzguru as a new platform customer, potentially adding over
500,000 customers to JDC Group’s advisory and service platform with an already noticeable
number of new accounts.
A smaller deal regarding Mediolanum’s insurance business in Germany.

We believe the potential deal with Provinzial Group is especially important as it already has a large
insured client base and the success of the deal might open the door to adding similar groups and
hence adding more saving banks from Germany’s fragmented banking market to JDC'’s platform.
The joint venture with Provinzial Group aims to process insurance products beyond Provinzial
Group’s own product range to retail customers within the savings banks distribution. An interface to
the savings banks’ insurance platform S-Versicherungsmanager (insurance manager) will be
created, which will become the central distribution platform for public insurance companies. In a
conservative scenario, assuming a low number of contract transfers, the Provinzial deal will lead to
€20m in annual net revenues for JIDC Group, which is roughly 20% of the €100m total expected
commission income. We believe that it would made sense if other similar companies (Sparkasse-
related insurance companies) follow suit.

Finanzguru, a multibanking app with over 500,000 users, is a very interesting new client group,
immediately adding customers. Over 2,500 clients transferred insurance contracts to JDC Group’s
platform through Finanzguru in one week. As such, JDC Group’s platform seems attractive for other
financial platforms as well. Cooperative banks (like the already signed Sparda bank) could be the
next large client group into which JDC Group can expand.

Within the Advisortech segment key accounts are the growth driver, with over 25% growth in 2020
to €20.3m. Management expects that in four years the key accounts will outsize the IFA business
(Intermediaries) that now accounts for the largest part of JDC Group revenues (€79m). We would
not be surprised if JDC Group’s platform growth ultimately cannibalises a part of the IFA business.

The transfer of contracts to the platform that is now expected based on recent new client wins
justifies a longer-term outlook of a doubling of revenues to 2025 (€246m) and increase in EBITDA
several times (we would expect roughly 4x or >€20m). If more contracts like Provinzial are won, this
number will increase further. JDC Group has now also mentioned European ambitions which we
believe would make sense, as to our knowledge there is not a platform like JDC Group’s in Europe.

Valuation not demanding

Within the Advisortech division, the IFA business is the largest part with roughly 77% of revenues.
In this segment, JDC Group competes with companies offering financial products such as
investment funds, closed funds, insurance and financing products through independent brokers to
downstream brokers or end-clients. In Germany, these are private companies like Fonds Finanz
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Maklerservice and BCA, as well as commercial banks. We also consider the much-larger AON and
aggregators in the UK, such as Admiral and Moneysupermarket.com, as relevant comparisons.
Compared to these companies, JDC Group trades at a premium on EV/EBITDA21e multiples. The
key growth and value driver, however, is JDC Group’s key accounts platform business, already
accounting for 20% of Advisortech revenues. This is best comparable to Hypoport, which also offers
an independent advisory platform service but for mortgages (JDC Group: insurance). Compared to
Hypoport, IDC Group trades at a steep discount. US-listed Goosehead operates a more B2B-
oriented insurance platform in the US and also trades at a large premium compared to JDC.

In Advisory, JDC Group focuses on the mass affluent market mostly for wealth accumulation or
protection and competes with commercial and private banks and financial advisory companies like
MLP and Horbach.

Although we realise that a peer comparison for JDC Group is imperfect, given the diverse business
mix, we note that it trades at a 36% discount on FY21e EV/EBITDA compared to a broad group of
peers. We note that if we apply Hypoport's 2021e EV/sales multiple to JDC Group’s Key Accounts
business alone, we arrive at the current market capitalisation.

The most important risks are changes to the regulatory environment in Germany and Austria, but
also negative capital market returns would put pressure on JDC Group’s results, as part of the
earned commissions are dependent on assets under management.

Exhibit 2: Peer comparison table

Market cap FY21e FY22¢ FY21e FY22e

(local currency, m) EV/sales EV/sales EV/EBITDA EV/EBITDA

Admiral £9494.4 10.8 12.2 218 19.7
Aon $53971.8 48 45 15.4 14.3
DFV €777 0.9 0.7 N/A 14.6
Goosehead $3627.0 24.0 171 90.0 57.4
Hypoport €2720.9 6.3 54 40.5 317
MLP €770.0 29 2.7 28.1 24.9
Moneysupermarket.com £1436.4 4.1 3.8 13.3 114
Average peer group 7.7 6.6 34.9 248
JDC Group €144.4 1.1 1.0 222 16.3
Premium/(discount) to peer group -85% -85% -36% -34%

Source: Refinitiv consensus data. Note: prices as at 6 April.
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Any Information, data, analysis and opinions contained in this report do not constitute investment advice by Deutsche Borse AG or the Frankfurter Wertpapierborse. Any investment decision should be solely based on a
securities offering document or another document containing all information required to make such an investment decision, including risk factors. This report has been commissioned by Deutsche Borse AG and prepared
and issued by Edison for publication globally.

Edison Investment Research standard fees are £49,500 pa for the production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfrontin cash
without recourse. Edison may seek additional fees for the provision of roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock,
options or warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of
this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. Forward-looking information
or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other
factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securitie s described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold 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 or related securities mentioned in this report, subject to
Edison's policies on personal dealing and conflicts of interest.

Copyright: Copyright 2021 Edison Investment Research Limited (Edison).

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (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. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making
an investment decision.

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in any securities mentioned or in the topic of this document. A
marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any
prohibition on dealing ahead of the dissemination of investment research.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPQO") (i) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (jii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. Itis not intended that this document be
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstan ces should persons of any other description rely on or act upon the contents of this document.

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the Inve stment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide
publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison does not
offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that
any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.
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