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Key details

Bloomberg code AUGM LN
Share price 109.0pps
Last NAV (30 September 2018) 104.0pps
Premium +4.8%
Market cap £102.46m
Net assets £97.8m

Source: Company, Bloomberg. Data as at 21 May 2019. *Current corporate client of Fidante Capital. Each
analyst individually certifies, in relation to each security or issuer referred to in this communication, that (1)
the views expressed are an accurate reflection of his/her personal views and (2) no part of his/her
compensation is linked directly or indirectly to the views so expressed in this communication.

This communication contains written material that a third party firm has engaged Fidante Partners
Europe Limited (trading as "Fidante Capital") to provide on an ongoing basis. The third party firm has
paid Fidante Capital to provide this communication. This communication is made available at the same
time to any investment firms who wish to receive it and to the public on www.fidante.com. Accordingly,
Fidante Capital is of the view that this communication constitutes a *minor non-monetary benefit”. This
communication has been disclosed to the third party firm or the relevant issuer and, where appropriate,
included in this communication. This communication will not be regularly updated.
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This communication contains written material that is generic in nature and not related to a specific financial instrument. Itis not

personalised to reflect the circumstances of an individual client and therefore does not amount to a personal recommendation to any

person. It does not contain any substantive analysis and does not and is not intended to recommend or suggest any investment

strategy or opinion as to the future value or price of financial instruments of any kind. This communication is also made openly

available at the same time to any investment firms wishing to receive it or to the general public on the Fidante Partners Europe Limited

("Fidante Partners") website www.fidante.com. Recipients of this communication based in the EEA who are subject to regulation under

MiIFID should note that while they must make their own determination Fidante Partners Europe Limited ("Fidante Partners") is of the

view that this communication constitutes a “*minor non-monetary benefit”. This communication will not be regularly updated.

Ahead of the maiden annual report

Augmentum Fintech (AUGM) will publish its
first full-year report on 11 June 2019. Since
its IPO on 13 March 2018, the company has
deployed its capital successfully and is now
73% invested with £15m of cash earmarked
for follow-on-opportunities within existing
portfolio companies. In 2019, the company
has made four additional investments, a
£7.5m investment in SME lender iwoca and a
£4.0m investment in legal services platform
Farewill as well as a £4m investment in
Onfindo and a £0.9m investment in Intellis.

As at the last NAV on 30 September 2018,
the unrealised annualised IRR on the seed
portfolio of 30% was well in excess of the
long-term IRR target of 20%, with a 5%
uplift in NAV since the IPO. Furthermore, the
shares of the company are currently trading
at a 4.8% premium to NAV, reflecting the
strong investor demand for the company and
its future growth opportunities.!

We share this optimism about the future
growth opportunities for AUGM since the
fintech boom continues unabated and
traditional financial services companies are
increasingly competing in the space to avert
the challenge from disruptive start-up

Fig1: Valuation scenarios for AUGM

Optimistic case

Cash holdings £32.4m
Current investments £183.0m
Total £215.4m
Uplift on AUGM NAV 120.2%
Share NAV in pps 229.0

companies. This provides a fertile
environment for experienced investors who
can select the most attractive deals and
benefit from long-term increases in deal
sizes and valuations.

The existing portfolio of companies is well-
positioned to benefit from these trends and
we expect to see strong growth in these
companies. On top of that, we think the time
is ripe for AUGM to deploy further capital and
grow its investment portfolio, and even raise
additional capital in order to take advantage
of the anticipated acceleration in deal volume
and deal sizes. The annual results should
bring some more clarity about the company’s
path forward and growth ambitions.

For now, we leave our valuation assumptions
unchanged and provide the detailed scenario
analysis for each of the existing portfolio
companies in the appendix as reference. We
will model Onfindo, Intellis, iwoca and
Farewill in our upcoming comprehensive
company update after the annual results
have been released. Our sum-of-the-parts
valuation scenario for the investment
portfolio with the four investments of 2019
included at cost is given in Fig. 1.

Base case Pessimistic case
£32.4m £32.4m
£99.5m £57.4m

£131.9m £89.9m
34.9% -8.2%
140.3 95.5

Source: Fidante Capital. Forecasts are subject to estimation errors and may deviate significantly from the

performance shown.

! pPast performance is not a reliable indicator of
future outcomes.
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SWOT analysis

Strengths WEELGESSES

= |argest portfolio holding, Zopa, is on a =
growth trajectory that may lead to
additional valuation expansion in the
near-term, as do Monese, Tide and -
Interactive Investor.

= The management team, together with
the advisory panel, has extensive
experience making fintech/venture
capital investments and creating value at
the invested companies.

= The management team has strong
relationships within the industry and is
close to the management of companies
seeking venture capital funding.

= AUGM's investment objective and policy
allows it to target early stage fintech
opportunities, potentially exploiting the
best risk-adjusted opportunities.

=  Augmentum Capital has a good track
record running its first fintech fund, as
detailed in our last company note.

= AUGM has strong backing from the
management team and the advisory
panel, providing alignment with
shareholders.

=  The investment trust structure, with its
‘permanent capital’ attribute, is better
suited to the invested companies’ needs
than the more common GP/LP structure,
because early stage companies can stay
‘private for longer’.

= AUGM follows a growth strategy in one of
the few genuine growth sectors.

One large investment, Zopa (22.5% of
the latest NAV), is expected to drive NAV
performance in the near term.

Relatively large exposure to cash
(currently around 27% of the NAV) in the
early stages of the company’s life is
having a dampening effect on NAV
performance.

Limited liquidity in the trading of AUGM’s
shares due to relatively low market
capitalisation.

Opportunities Threats

= As the only listed investment company =
investing solely in fintech, AUGM has first
mover advantage and may potentially be
able to capture the best opportunities.

=  Well-developed pipeline of investment
opportunities, in a range of diversifying
sectors, gives confidence that further .
investments will be made such that
AUGM will be substantially deployed by
mid-2019.

=  Fintech is still a nascent trend with
significant opportunity to grow. The UK
market is at the heart of this opportunity
and starved for permanent capital so
private companies can stay private for
longer.

Potential over-crowding in the fintech
sector over time, leading to increased
competition and pricing, making new
investments more difficult while
maintaining a disciplined investment
approach.

Current expectations of future growth of
fintech companies, for example in terms
of market share, are not met.
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European fintech opportunity persists

The boom in fintech investments remains
intact. While 2018 saw a decline in the
number of transactions compared to 2017,
both globally and in the UK, the amount of
capital invested continues to grow. 2018 saw
the world’s largest Fintech capital raise in
history with Ant Financial raising $14bn,
accounting for roughly 40% of all the money
raised globally in the space. But even if we
exclude this extraordinary event, the capital
raised in Fintech in 2018 surpassed the 2015
record by more than $1bn.

Fundraising in the UK in 2018 was slightly
lower than in 2017, with a total of $1.7bn
invested in 2018. But this still means that
the UK market remains the world’s third
largest market for Fintech venture capital
(after the US and China). In Europe, the UK
Fintech universe has a dominant position,
with five times as many fintech deals closed
in the UK than in Germany or France and
more than twice as much money raised in
the UK than in Germany. Out of the fifteen
largest VC deals in Europe last year, nine
took place in the UK, with the $78m capital

Fig2: Fintech VC capital raised
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raise of AUGM portfolio company Zopa and
the $60m capital raise of Monese amongst
them.

According to the 2018 FinTech VC
Investment Landscape report issued by
Innovate Finance, the decline in 2018 in UK
VC investments was due to a 9% decline in
early-stage VC and a 7% decline in late-
stage venture capital. This means that the
financing gap for VC that AUGM has
identified and is at the heart of the
company'’s strategy has, if anything, widened
in 2018. Thus, the opportunity set for the
investment strategy of AUGM is, in our view,
larger today than a year ago, which should
bode well for future deals and may lead to
IRRs in excess of the long-term target of
20%.

We continue to believe that AUGM provides
one of the best-positioned listed investment
companies in the UK, with strong growth
opportunities in the medium term and
attractive short-term triggers for further NAV
appreciation.
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Appendix: Valuation of portfolio companies

The valuation assumptions and scenarios for The following tables list these valuations
the portfolio companies as at 30 September scenarios for each of the portfolio companies
2018 of AUGM remain unchanged. from largest to smallest holding.

Fig3: Valuation scenarios for Zopa

Optimistic case Base case Pessimistic case
Current valuation £22.0m £22.0m £22.0m
Earnings growth 33.0% 27.5% 22.0%
years 1 to 3
Ul e O 14.3% 10.3% 3.8%
after year 10
Ending valuation £73.2m £40.7m £20.8m
Multipl_e on current 3.3x 1.8x 0.9x
valuation
Upside 233% 85% -5%
Uplift on AUGM NAV 52.3% 19.1% -1.2%

Source: Fidante Capital. Forecasts are subject to estimation errors and may deviate significantly from the
performance shown.

Fig4: Valuation scenarios for BullionVault

Optimistic case Base case Pessimistic case
Current valuation £8.4m £8.4m £8.4m
Book value growth over
next 3 years per 25.0% 12.5% 7.5%
annum
Ending PB-ratio 3.0 2.4 2.0
Ending valuation £20.9m £12.2m £8.9m
Multlpl_e on current 2 ax 1.4x 1.0x
valuation
Upside 144% 42% 4%
Uplift on AUGM NAV 12.8% 3.8% 0.3%

Source: Fidante Capital. Forecasts are subject to estimation errors and may deviate significantly from the
performance shown.

Fig5: Valuation scenarios for Monese

Optimistic case Base case Pessimistic case
Current valuation £5.9m £5.9m £5.9m
Earnings growth 20.0% 10.0% 0.0%
years 1 to 3
Terminal growth 15.0% 10.0% 5.0%
after year 10
Ending valuation £16.0m £6.9m £3.0m
Multlp!e on current 2 7x 1.2% 0.5x
valuation
Upside 172% 17% -49%
Uplift on AUGM NAV 10.3% 1.0% -3.0%

Source: Fidante Capital. Forecasts are subject to estimation errors and may deviate significantly from the
performance shown.
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Fig6: Valuation scenarios for Interactive Investor

Optimistic case Base case Pessimistic case
Current valuation £4.7m £4.7m £4.7m
Earnings growth 45.0% 40.0% 35.0%
years 1 to 3
Terminal growth 31.6% 22.0% 14.5%
after year 10
Ending valuation £11.4m £5.4m £2.7m
MuIt|pI_e on current 2 4x 1.2x 0.6x
valuation
Upside 143% 16% -43%
Uplift on AUGM NAV 6.8% 0.8% -2.1%

Source: Fidante Capital. Forecasts are subject to estimation errors and may deviate significantly from the
performance shown.

Fig 7: Valuation scenarios for Tide

Optimistic case Base case Pessimistic case
Current valuation £3.0m £3.0m £3.0m
IS Crova 20.0% 10.0% 0.0%
years 1 to 3

Terminal growth

[0) o) 0,
after year 10 15.0% 10.0% 5.0%
Ending valuation £15.2m £6.6m £3.0m
Mult|pl_e on current 5 1x 2 9x 1.0x
valuation
Upside 407% 120% 0%
Uplift on AUGM NAV 12.5% 3.7% 0.0%

Source: Fidante Capital. Forecasts are subject to estimation errors and may deviate significantly from the
performance shown.

Fig8: Valuation scenarios for Unmortgage

Optimistic case Base case Pessimistic case
Current valuation £2.5m £2.5m £2.5m
ECTa EIRALT 40.0% 30.0% 20.0%
years 1 to 3
WS ATATE]| e 15.0% 10.0% 5.0%
after year 10
Ending valuation £7.3m £3.2m £1.4m
Mult|p!e on current 2.9x 1.3x 0.6x
valuation
Upside 193% 29% -44%
Uplift on AUGM NAV 4.9% 0.8% -1.1%

Source: Fidante Capital. Forecasts are subject to estimation errors and may deviate significantly from the
performance shown.




Fig9: Valuation scenarios for Previse

Optimistic case Base case Pessimistic case
Current valuation £2.0m £2.0m £2.0m
Earnings growth 40.0% 30.0% 20.0%
years 1 to 3
Terminal growth 15.0% 10.0% 5.0%
after year 10
Ending valuation £8.5m £3.8m £1.7m
Multlpl_e on current 4.3x 1.9% 0.8
valuation
Upside 327% 89% -18%
Uplift on AUGM NAV 6.7% 1.8% -0.4%

Source: Fidante Capital. Forecasts are subject to estimation errors and may deviate significantly from the

performance shown.

Fig 10: Valuation scenarios for DueDil

Optimistic case Base case Pessimistic case
Current valuation £2.0m £2.0m £2.0m
Earnings growth 20.0% 10.0% 0.0%
years 1 to 3
Terminal growth 15.0% 10.0% 5.0%
after year 10
Ending valuation £8.6m £3.7m £1.6m
Multlpl_e on current 4.3x 1.8x 0.8x
valuation
Upside 327% 83% -20%
Uplift on AUGM NAV 6.7% 1.7% -0.4%

Source: Fidante Capital. Forecasts are subject to estimation errors and may deviate significantly from the

performance shown.

Fig 11: Valuation scenarios for Seedrs

Optimistic case Base case Pessimistic case
Current valuation £1.9m £1.9m £1.9m
SIS ROaT 40.0% 30.0% 20.0%
years 1 to 3
USILED (e 15.0% 10.0% 5.0%
after year 10
Ending valuation £4.9m £2.2m £0.9m
Multlpl_e on current 2.6x 1.1x 0.5x
valuation
Upside 157% 14% -51%
Uplift on AUGM NAV 3.0% 0.3% -1.0%

Source: Fidante Capital. Forecasts are subject to estimation errors and may deviate significantly from the

performance shown.
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Fig 12: Valuation scenarios for SRL Global

Optimistic case Base case Pessimistic case
Current valuation £1.5m £1.5m £1.5m
Earnings growth 25.0% 20.0% 15.0%
years 1 to 3

Terminal growth

o) o) 0,
after year 10 13.5% 12.2% 10.3%
Ending valuation £5.4m £3.4m £2.0m
MuIt|pI_e on current 3.6x 2 3x 1.3x
valuation
Upside 263% 125% 34%
Uplift on AUGM NAV 4.0% 1.9% 0.5%

Source: Fidante Capital. Forecasts are subject to estimation errors and may deviate significantly from the
performance shown.




The company in brief
Fig 13: Key attributes

Attribute

Company name
Sector

Listing
Admission
Domicile

Share class

Management

Investment strategy

Investment objective
Projected performance

Dividends/capital distributions

Capital returns

Gearing

Fees

Reporting

Discount management

Life
Board
Website

Source: Fidante Capital, Company.

Augmentum Fintech plc

Private equity - single manager specialist
LSE (premium segment of the main market)
13 March 2018

Incorporated in England and Wales

GBP

AUGM is internally managed with Augmentum Fintech
Management, a wholly owned subsidiary of the
company with the same employees as Augmentum
Capital, appointed as the portfolio manager;
independent non-executive board

To invest in fast growing and/or high potential fintech
businesses based predominantly in the UK and wider
Europe

To generate capital growth over the long-term

Management track record in fintech: gross IRR of 20%
from 2010 to 2017

None

Will return annually up to 50% of the realised gains
from disposals; may return capital if available cash is
not expected to be substantially deployed within 12-18
months

None for investment purposes

1.5% of NAV per annum (1.0% per annum for net
assets over £250m). Carried interest: 15% of net
realised profits, subject to a minimum IRR of 10%,
with catch-up

March year end; September interim results; semi-
annual NAVs

Share buybacks up to 14.99% of issued share capital;
if NAV less than 70pps, board will consult shareholders
and carry out a strategic review

Unlimited

Neil England (Chairman), Karen Brade, David Haysey;
all board members are independent and non-executive

www.augmentumfintech.com
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Important Information

This is a marketing communication and is not, and
should not, be considered as independent investment
research. It is issued by Fidante Partners Europe Limited
("Fidante Partners") which is authorised and regulated by the
Financial Conduct Authority ("FCA"). Fidante Partners Europe
Limited trades as "Fidante Partners" and "Fidante Capital”.
Fidante Partners Europe Limited is a wholly owned subsidiary
of Challenger Limited, a company listed on the Australian

Securities Exchange Limited.

This marketing communication is for persons who are Eligible
Counterparties or Professional Clients (for the purposes of the
FCA rules) only and it is not available to Retail Clients. It is
being distributed (a) in the United Kingdom to, and is directed
only at, persons who are (i) investment professionals as
defined in Article 19 of the Financial Services and Markets Act
2000 (Financial Promotion) Order 2005 (the "Promotion
Order") or (ii) are persons to whom this marketing
communication may otherwise lawfully be issued or passed on
or (b) outside the United Kingdom to, and is directed only at,
persons to whom this marketing communication may be
lawfully issued or issued without compliance with any filing,
registration, approval or other requirement in the relevant
jurisdiction, and in each such case without the inclusion of any
further warnings or statements as required by the Promotion
Order, or other applicable law or regulation, which are not
included in this marketing communication (all such persons
together being referred to as "relevant persons"). Neither this
marketing communication nor any of its contents may be
received by, acted on or relied on by persons who are not

relevant persons.

No part of this marketing communication may be published,
distributed, extracted, re-utilised or reproduced and any
attempt to do so may be restricted or prohibited by law.
Recipients are required to inform themselves of, and comply
with, all such restrictions or prohibitions and none of Fidante
Partners or any other person accepts liability to any person in
relation thereto.

Fidante Partners does not produce independent investment
research within the meaning of the FCA Handbook of Rules
and Guidance. Accordingly, this marketing communication is
non-independent research within the meaning of those rules,
which means it is a marketing communication under the
Markets in Financial Instruments Directive (“"MiFID"”) and it has
not been prepared in accordance with legal requirements
designed to promote the independence of investment
research, and it is not subject to any prohibition on dealing
ahead of the dissemination of investment research. However,
Fidante Partners has policies, internal organisational and
administration arrangements and information barriers to
prevent or manage the conflicts which may arise in the
production of non-independent research, including preventing
dealing ahead. This includes physical and electronic

information barriers procedures and the operation of a cultural
Chinese Wall. For further information, please view the

following policies: Conflicts of Interest, Chinese Walls Policy.

Fidante Partners acts as a market maker, corporate broker
and, from time to time, bookrunner to companies in the
closed-end listed investment company sector. A list of all
companies in relation to which Fidante Partners acts as market
maker and/or corporate broker and/or bookrunner (and the
relevant dates of any closing of any such capital raise) can be
viewed here: Market Making Stocks (of which Fidante Partners
acts as market maker and accordingly Fidante Partners may
own net long or short positions exceeding 0.5% of the total
issued share capital), Corporate Appointments. The Market

Making Stocks will indicate any other equity interests held by
Fidante Partners or a member of the Challenger Group.

Fidante Partners or a member of the Challenger Limited group
may have an economic interest (for example, minority equity
interest or fee entitlement) in investment managers of the
funds of which it provides services (such as corporate finance,
listing sponsorship, market maker, corporate broker,
bookrunner and administrative and support services). The
Corporate Appointments also indicates whether Fidante
Partners or any member of the Challenger Limited group holds
more than 5% of the total issued share capital of the issuer.
Fidante Partners is remunerated by fees for services provided
and may be entitled to a share of profits from these
investment managers and third parties. There is no direct link
between the remuneration of individuals at Fidante Partners
and the recommendations or transactions tied to services
provided by Fidante Partners. Fidante Partners does not
produce buy, sell or hold recommendations with respect to
specific securities. Unless otherwise stated, this
communication will not be regularly updated.

Please click here for the Fidante Partners research policy.

This marketing communication does not constitute a personal
recommendation or take into account the particular
investment objectives, financial situation or particular needs of
any specific recipient. It is not intended to provide the sole
basis for any evaluation of an investment decision. Your
attention is drawn to the date of issue of this marketing
communication and of the opinions expressed herein. Before
acting on any advice or recommendations in this marketing
communication, recipients should consider whether it is
suitable for their particular circumstances and, if necessary
seek professional advice, including tax advice. Recipients of
this marketing communication should note that: All
investments are subject to risk; the value of shares may go
down as well as up; you may not get back the full amount that
you have invested; past performance is not a guarantee of,
and cannot be relied on as a guide to, future performance;
fluctuations in exchange rates could have adverse effects on
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the value or price of, or income derived from, certain

investments.

This marketing communication is for informational purposes
only and does not constitute, and should not be viewed as, an
offer, invitation or solicitation in respect of securities or related
other financial instruments nor shall it be construed as a
recommendation for Fidante Partners to effect any transaction
to buy or sell securities or related financial instruments on
behalf of any recipient nor shall it, or the fact of its
distribution, form the basis of or be relied upon in connection
with, any contract or commitment in relation to such action.
The securities that may be described in this marketing
communication may not be eligible for sale in all jurisdictions

or to certain categories of investors.

This marketing communication is based upon information
which Fidante Partners considers reliable, but such information
has not been independently verified and no representation is
made that it is, or will continue to be accurate or complete and
nor should it be relied on as such. This marketing
communication is not guaranteed to be a complete statement
or summary of any securities, markets, documents or

developments referred to in this marketing communication.

Any statements or opinions expressed in this marketing
communication are subject to change without notice. Neither
Fidante Partners, any member of the Challenger Limited group
nor any of their directors, officers, employees or agents shall
have any liability (including negligence), however arising, for
any error, inaccuracy or incompleteness of fact or opinion, or
lack of care, in this communication's preparation or
publication; provided that this shall not exclude liability which
Fidante Partners has to a customer under the Financial
Services & Markets Act 2000 or under the Rules of the
Financial Conduct Authority.

This marketing communication contains certain forward-
looking statements, beliefs or opinions. These statements
concern future circumstances and results and other
statements that are not historical facts, sometimes identified

by the words "believes", "expects",

predicts", "intends",
"projects"”, "plans", "estimates", "aims", "foresees",
"anticipates", "targets", "may", "will" and similar expressions.
Such statements reflect current views with respect to future
events and are subject to risks and uncertainties because they
relate to events and depend on circumstances that will occur
in the future. These forward-looking statements are based on
current plans, estimates, projections and expectations. These
statements are based on certain assumptions that, although
reasonable at this time, may prove to be erroneous. No
statement in this marketing communication is intended to be a
profit forecast. No representations or warranties, express or
implied, are given as to the achievement or reasonableness of
and no reliance should be placed on, such statements,
including (but not limited to) any projections, estimates,
forecasts or targets contained herein. Fidante Partners does

not undertake to provide any additional information, update or
keep current information contained in this marketing
communication, or to remedy any omissions in or from this
marketing communication. There are a number of factors that
could cause actual results, developments, financial targets and
strategic objectives to differ materially from those expressed
or implied by statements in this marketing communication.
Fidante Partners, nor any other person intends, and no person
assumes any obligations, to update information or statements
set forth in this marketing communication. You should not
place reliance on forward-looking statements which speak only

as at the date of this document.

Where references to external resources such as internet
websites are provided these are for reference purposes, and
the external resources are not intended to be included as part
of this publication; Fidante Partners plc has not checked and is
not responsible for any external content, and makes no

representation as to its reliability or accuracy.

Any dispute, action or other proceeding concerning this
marketing communication shall be adjudicated within the
exclusive jurisdiction of the courts of England. All material
contained in this marketing communication (including in this
disclaimer) shall be governed by and construed in accordance
with the laws of England and Wales.

Fidante Partners Europe Limited
Authorised and Regulated by the Financial Conduct Authority

Fidante Partners Europe Limited trades as "Fidante Partners"
and "Fidante Capital".

Registered Office: 1 Tudor Street, London EC4Y 0AH.
Registered in England and Wales No. 4040660.
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