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SaaS and Al go hand in hand

HgT’s final FY25 results confirmed the strong underlying last-12-month
(LTM) growth in revenue and EBITDA across its portfolio, with final

figures at 17% and 19%, respectively (of which 11% and 17% was organic,
respectively). This was partly offset by lower comparable multiples and
higher net debt across the portfolio used to finance bolt-on M&A, leading to
a 4.0% NAV total return (TR) in FY25. HgT’s portfolio companies maintain a
healthy average EBITDA margin of 33%, which would be even higher if not
for the extensive growth investments into Al capabilities, supported by Hg’s
(HgT’s investment manager) well-staffed, dedicated Al product incubator
(Hg Catalyst). There are more than 1,600 generative Al (GenAl) projects live
across HgT’s portfolio, and over 40 agentic products and features have
already been launched. Despite the sustained earnings momentum and
encouraging initial results of Al adoption, HgT’s shares have been caught
up in the recent indiscriminate sell-off of software stocks and now trade at a
27% discount to NAV (vs 10-year average of 8%), which implies an average
EV to next-12-months EBITDA multiple of c 15x across HgT’s portfolio,
according to Hg.

Public equities see the downside, but miss the upside

In our , we highlighted that, in order to succeed, HgT’s portfolio
companies have to successfully build innovative Al-driven ‘products of action’ on top
of the base layer and wrap them into appropriate controls. Because SME customers
prioritise accuracy, predictability and auditability of the software they use, they

will favour Al-augmented products from existing trusted partners (such as HgT'’s
portfolio companies) underpinned by extensive domain expertise over cheaper but
more experimental Al-driven solutions. Hg believes that this will allow successful Al-
enabled software companies to expand beyond the $1tn market for software and
into the $60tn market for global labour.

However, public markets have recently focused on the downside risks of Al
disruption in software, wiping out the software sector’s 50% premium to the LTM

P/E multiple of the broader market. Hg’s head of research, David Toms, believes
that the market’s latest reassessment of the quality of software companies is
incorrect, and that there is no reason why current lower software valuations should
persist if the sector continues to deliver growth above the broader market. HgT’s
historical NAV TR (14.1% and 17.0% per year over five and 10 years, respectively)
has been mostly driven by earnings growth, with no meaningful contribution from the
change in multiples over the last two decades.

However, HgT’s NAV is likely to be negatively affected by the contraction in
comparable public market multiples in Q126, as Hg stated earlier that roughly 20—
40% of public comparable movements affect the multiples used for valuing HgT’s
portfolio (organic earnings growth typically adds c 3% per quarter to valuations).
As a broad reference point, we calculate that the recent decline in the median one-
year forward EV/EBITDA multiple was ¢ 20% across the broader listed US SaaS
universe. Hg highlighted that it had seen a similar divergence between its portfolio
and public multiples during the monetary tightening in 2022, during which HgT
continued to realise investments at a premium to both public markets and its own
carrying values.
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Fund objective

HgT's investment objective is to provide

shareholders with consistent long-term returns
in excess of the UK All-Share Index by investing
predominantly in unquoted companies where
value can be created through strategic and
operational change.

Bull points

Focus on resilient B2B software and services
companies with broad client bases.

Portfolio companies continue to deliver solid
top- and bottom-line performances.

Good initial progress in rolling out Al-enabled
products.

Bear points

Impact of Al on SaaS is difficult to accurately
predict at this stage.

The impact of a worsening macroeconomic
environment on SMEs could result in reduced
net client additions across HgT’s portfolio.

High net leverage of portfolio companies,
but supported by high share of recurring
revenues, strong earnings growth and high
cash generation.
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Early 2026 provides initial validation

Even if public markets are eventually proved wrong in their broad-based de-rating of software stocks, the negative
sentiment could weigh on Hg’s near-term exit, fund-raising and portfolio debt refinancing activity. However, several facts
must be considered in this respect:

Hg reported robust progress in its fund-raising activity for its latest private funds — Hg Mercury 5 and Hg Genesis 11
— both of which reached their hard caps and were oversubscribed.

While sentiment has been deteriorating in global private credit markets (partly due to concerns over software’s Al
disruption), HgT’s portfolio has a favourable debt maturity profile, with no significant maturities in 2026 and 2027, as
Hg used the benign credit market conditions in 2024 and H125 to refinance a considerable part of the portfolio debt.
Hg also underlined good diversification in terms of lenders across private credit, syndicated loans, listed debt and
bank lending.

We highlighted in our last note two recent exits, GTreasury (announced in October 2025) and Intelerad (announced
in November 2025, expected to close in Q126), both to strategic buyers, at uplifts to carrying value of 97% and
62%, respectively. We understand that the companies’ Al product roadmaps were a key diligence item for the
buyers. This may be an indication that pricing in the private markets has already begun to differentiate between the
‘Al winners’ and the ‘Al losers’, despite the indiscriminate sell-off in public SaaS companies.

Lower public software valuations can create take-private opportunities, as illustrated by the recent investment in
OneStream, supported by anchor shareholders and founders. The debt process for the transaction concluded in
mid-February, and all lenders confirmed the terms they committed to in early January. Moreover, OneStream’s
equity syndication was oversubscribed, as was the recent equity recapitalisation at Septeo, which allowed HgT

to increase the share of fee-free co-investments to 12% of NAV (in line with the 10-15% long-term target). The
OneStream and Septeo transactions (both executed in mid-February 2026) jointly represent an equity syndication
of $2bn and were carried out in line with Q425 valuations (which in case of Septeo followed an 18% increase vs
end-2024).

Hg’s activity in terms of bolt-on M&A has been more muted recently, as Hg prioritised in-house Al projects over acquiring
external capabilities given the solid traction in terms of product development and good access to high-quality Al talent.
Hg Catalyst focuses on defining narrow workflows with clear success metrics, fast release cycles and the reuse of best
practices. While the standard length of the development cycle for more complex agentic Al products is now three to six
months, it often allows for the deployment of incremental functionalities throughout the project development process
(facilitated by its cloud SaaS setup).

Hg expects a pick-up in realisations in H226

The 2025 realisations of £215m represented 8.6% of opening NAV, below the 2022-25 average of 19%, which Hg
believes is the result of its investment and realisation cycle. It expects a pick-up in exits, primarily trade sales and/
or sponsor-to-sponsor transactions given the less favourable IPO market, in H226. Higher exit activity would further
validate HgT’s portfolio valuations.

Following the commitments made to the latest vintages of Hg’'s small-cap (Mercury) and mid-cap (Genesis) funds,
HgT’s pro forma outstanding commitments at end-2025 reached £2.1bn. HgT’s total commitments compare with £374m
available liquidity (including an undrawn credit facility of £322m) and translate into a commitment coverage ratio of
around 18%, which may look low at first glance. That said, we note that Hg expects £1.9bn of commitments to be called
gradually over four to five years and considers the remaining £0.2bn as unlikely to be called. Moreover, the recent new
commitments are behind subscription lines at the level of the Hg funds, delaying first capital calls until 2026 (Saturn

4) and 2027 or 2028 (Genesis 11 and Mercury 5). This gives HgT more time to fund its commitments through portfolio
realisations.
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General disclaimer and copyright

This report has been commissioned by HgT and prepared and issued by Edison, in consideration of a fee payable by HgT. Edison Investment Research standard fees are £60,000 pa for the production and broad
dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in 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 securities 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 2026 Edison Investment Research Limited (Edison).

Australia

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.

New Zealand

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.

United Kingdom

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or sol icitation 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") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning
of Article 49 of the FPO and (iii) 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. It is 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 circumstances 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.

United States

Edison 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. 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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