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Disclaimer 
This document has been issued to, or forwarded to you, solely for your information and should not be considered as an offer to sell, buy or subscribe to any 

securities.   

The information and opinions expressed in this report have been compiled from sources believed to be reliable, but neither Merchant Securities Group plc 

(“Merchant Securities” or “The Company”), nor any of its directors, officers, or employees accepts liability from any loss arising from the use hereof or makes 

any representations as to its accuracy and completeness. Any opinions, forecasts or estimates herein constitute a judgement as at the date of this document. 

There can be no assurance that future results or events will be consistent with any such opinions, forecasts or estimates. No representation or warranty, 

express or implied is made regarding future performance.  This information is subject to change without notice, its accuracy is not guaranteed, it may be 

incomplete or condensed and it may not contain all material information concerning the Company or its subsidiaries.  The Company is not agreeing to nor is it 

required to update any opinions, forecasts or estimates contained herein.  

The investment mentioned in this document may not be suitable for all recipients or be appropriate for their personal circumstances.  Past performance is not 

necessarily indicative of future performance and the value of investments may fall as well as rise and the income from them may fluctuate and is not 

guaranteed. Investors may not recover the amount invested. Some securities carry a higher degree of risk than others. The levels and basis of taxation can 

change.  When we comment on AIM shares you should be aware that the rules for this market are less demanding than for those of the Official List of the 

London Stock Exchange and there is a risk of losing the money you have invested. Furthermore, the marketability of these shares is often restricted; you may 

have difficulty in selling your shares and there is often a big difference between the buying and selling price so that if you have to sell them immediately after 

purchase, you may get back much less than you paid for them. If you are in any doubt, you should consult your investment adviser. 

The Company, its subsidiaries and their respective directors, officers or employees may, to the extent permitted by law, own or have a position in the 

securities or financial instruments (including derivative instruments or any other rights pertaining thereto) of any company or related company referred to 

herein, and may add to dispose of any such position in such securities or financial derivatives.  

This document is confidential for the information of the addressee only and may not be reproduced in whole or in part, copies circulated, or disclosed to 

another party, without the prior consent of Merchant Securities or one of its subsidiaries or affiliates.  The contents of this document have been prepared by, 

are the sole responsibility of, and have been issued by the Company. The contents of this document have been approved by Merchant Securities Limited for 

the purposes of section 21 of the FSMA 2000.  

Merchant Securities Limited of 51-55 Gresham Street, London EC2V 7HQ. (Telephone number: +44 (0)20 7628 2200; Email: info@merchantsecurities.co.uk).  

Merchant Securities Limited, is a member of the London Stock Exchange, and is Authorised and Regulated by the Financial Services Authority, whose 

address is: 25 The North Colonnade, Canary Wharf, London E14 5HS. 

 

mailto:info@merchantsecurities.co.uk
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Group Overview  

• Established in 1987, Merchant Securities has grown into a diversified financial services 

group 

• Offering a comprehensive range of financial services to its clients (corporate, institutional, 
private): 

Institutional Sales  

& Trading 

Equity  

Research 

Wealth 

Management 

 

Private Client 

Investment 

Management 

Corporate  

Finance & Corporate 

Broking  

Private Client Wealth Management 

Investment Banking 



Group Overview continued 

 
• Merchant Securities Group plc listed on AIM in 2006 (EPIC: MERC) 

• 73 employees in the Group: 

- 34 Private Client Wealth Management division 

- 20 Investment Banking division 

- 14 Support 

- 5 Executive & Board 

• 5 offices in the UK 

• Move to new City offices in July 2010 providing scope for expansion 

• Increased revenues across all activities for year to 31 March 2011 

• Strong start to the current financial year  

 

 

 

Merchant Securities Limited is authorised and regulated by the Financial Services Authority, a member of the London Stock 
Exchange, an approved Nominated Adviser to AIM companies and a member of APCIMS 
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Financial Highlights year to 31 March 2011 

 

• Revenue +10% to £8.40 million (2010: £7.61 million): 

- Increased revenues from all activities 

• Underlying* profit before taxation +34% to £1.12 million (2010: £0.83 million) 

• Underlying* basic EPS +22% to 1.83p (2010: 1.50p) 

• No borrowings (2010: £76,000) 

• Net cash balances at 31 March 2011 of £2.62 million (2010: £3.06 million): 

- After initial cash consideration relating to acquisition of GT Independent Financial 
Advisers Limited in February 2011, and office move costs 

• Net tangible assets of £2.53 million (2010: £3.30 million) 

 

 

 

 

* Underlying profits are before amortisation and non-recurring items  
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Income Statement year to 31 March 2011 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Non-recurring items represent the costs of moving, surrender of the lease on one property, continuing the rental costs of another to expiry while vacant, 
and incurring the rent on a new property whilst it was being fitted out. 
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Audited Unaudited Unaudited Audited 

  H2  H1   

2011 2011 2011 2010 

  £'000s £'000s £'000s £'000s 

Private client investment management 4,398  2,297  2,101  4,048  

Investment banking 4,003  2,268  1,735  3,563  

Revenue 8,401  4,565  3,836  7,611  

Cost of sales (908) (369) (539) (1,281) 

Gross profit 7,493  4,196  3,297  6,330  

Net interest and other income 39  22  17  17  

General administration expenses (6,417) (3,445) (2,972) (5,513) 

Underlying profit before tax 1,115  773  342  834  

Amortisation of intangibles (243) (130) (113) (194) 

Non-recurring items (601) (130) (471)  -  

Profit / (loss) before tax 271  513  (242) 640  

Underlying EPS (basic) 1.83p 1.10p 0.73p 1.50p 

EPS (basic) 0.27p 0.79p (0.52)p 1.09p  

Average shares in issue (millions) 47.510 46.897 46.897 46.897 



Analysis of Group Revenue by type 

                         £’000 
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Private Client Wealth Management 

8 



Private Client Wealth Management 

• Currently c. £487 million funds under influence (2010: £205 million): 

- c. £80 million discretionary 

- 138% increase achieved through acquisition and organic growth 
 

• Acquisition of GT Independent Financial Advisers Limited* in February 2011 added 

£280 million under management 
 

• Team of 16 advisers 
 

• 15 managed funds (2010: 10 managed funds) 
 

• Clients include: 

- Private individuals / clients 

- Pension funds 

- Charitable trusts 
 

• 7,500+ private clients: 

- Well-established, strong record of referrals, and opportunities to offer additional 

services and products  
 
 

* Initial consideration of £2 million, paid in a mix of cash and shares 
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Private Client Wealth Management continued 
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• Recent awards & accolades: 

 

  

   

  

http://www.merchantsecurities.co.uk/view-news.asp?news=21


Private Client Wealth Management continued 

Funds Under Management 
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2011:  £487m   2010:  £205m 

Advisory

Discretionary

Discretionary (with third
parties)

 With Third parties                              

CV 



Private Client Wealth Management continued 

Managed Funds: Performance from Inception* 
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Structure Launch Date Structure % return to 22.07.11 

Hindsight I 10.07.2008 44.67% 

Hindsight II 01.05.2009 22.44% 

Income I 25.11.2008 31.46% 

Income II 16.01.2009 28.87% 

US/Euro Leverage 28.08.2009 13.39% 

Lookback I 23.11.2009 4.09% 

Lookback II 15.10.2010 -1% 

LIBOR 10.01.2011 -1.75% 

Euro Value 16.02.2011 -1.5% 

Market Neutral 14.06.2010 5.65% 

Emerging Markets Protected  15.07.2009 28.13% 

Emerging Markets Trend Vol 26.02.2010 22.83% 

US Value 14.10.2010 2.12% 

* Source: Merchant Securities / Bloomberg  



Investment Banking 
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Corporate Finance 

• Focused on Small/Mid-cap companies 
 

• Services to both quoted and private companies 
  
• 31 retained quoted clients (2010: 28) 
 
• Nominated Adviser (since inception of AIM in 1995), Broker and Financial Adviser 
 
• Highly-experienced team and extensive transactional experience 

 
• Quoted companies - year to 31 March 2011: 

- 23 transactions completed (2010: 19) 
- 4 AIM admissions / re-admissions 

 
• Private companies - year to 31 March 2011: 

- c. £34 million raised in the last c. 5 years  
- 6 transactions in progress 
 

 

Short-listed as ‘AIM Adviser of the Year’* in 6 of the last 9 years  
and as ‘AIM Broker of the Year’* in 2009 

 
* Growth Company Investor Awards 
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Institutional Sales & Trading 

• A global institutional client base: 
 
- Pension funds 
- Mutual funds 
- Insurance companies and banks 
- Hedge funds 
- Broker dealers 

 
• Expanded team of 8 Institutional Sales / Trading / Corporate Broking 

 
• Extensive access to UK institutions investing in Small/Mid-cap companies 
 
• Excellent daily deal-flow 

 
• Long track-record in equity fundraisings  
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Selected Transactions - Public companies 

Placing and Admission to AIM 

 

£6.5 million 

 

Nominated Adviser & Broker 

 

June 2011 

Placing and Admission to AIM 

 

£1.4 million 

 

Nominated Adviser & Broker 

 

August 2010 

Secondary Placing  

 

£3.2 million 

 

Joint Broker 

 

September 2010 

Acquisition of ALD, Inc.  

fundraising and Admission to 

trading on AIM 

 

£1.2 million 

 

Nominated Adviser & Broker 

 

July 2010 

Acquisition, Fundraising and 

Readmission to AIM 

 

£4.75 million 

 

Nominated Adviser 

 

October 2010 

Recommended acquisition by ITWP 

Acquisition Limited (Public to 

Private) 

 

£161 million  

 

Sole Financial Adviser  & 

Nominated Adviser  
 

February 2011 

Acquisition of North Sea assets, 

Placing and Readmission to AIM 

 

£16 million  

 

Nominated Adviser & Placing Agent 
 

October 2010 

Acquisition of PowerHouse Energy, 

Inc. and Readmission to AIM 

 

Introduction 

(Market capitalisation: c £50 million) 

 

Nominated Adviser and Broker  
 

June 2011 

http://www.waterintelligence.co.uk/
http://www.managedsupportservicesplc.com/
http://www.deo-petroleum.com/
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Selected Transactions - Private companies 

 
Caithness 
Petroleum 

 
BlueMango 

 
Rainbow Rewards 

Digital Colour X-ray Imaging 

 

Durham University Spin Out 

in 2002 

 

Raised £12.4 million across four 

rounds to March 2010 

Re-Opening of largest Welsh Coal 

Mine in 2007 

 

Raised £7.5 million as part of £20 

million seed funding  

 

Oil Exploration Site in 2006 

 

Raised £1.5 million 

 

Oil reserves found 

Investors returns ~5x 

Mobile  Roaming 

 

Raised £3.75 million of  

seed capital 

 

 

Awards Programme 

 

Raised £1.3 million  

development capital in 2006 

 

Plan to list on Australian Stock 

Exchange 2012 

Established Dairy Products 

Business 

 

Raised £3.5 million of debt finance in 

two rounds to June 2011 

 

Hotel Booking Technology 

 

Raised £1.5 million of debt finance  

to May 2011 

 

Sterile Baby Bottle 

 

Raised £4.6 million  

to December 2010 

 

Unity Power 



Analyst Research 

• Expanded knowledgeable and experienced team 

• Currently specialised expertise in 5 sectors*: 

- Support Services 

- Alternative Energy 

- Technology 

- Oil & Gas 

- Consumer 

• Focused on Small/Mid-cap companies 

• Extensive output: 

- Stock specific publications  

- Sector publications  

- Daily morning publication: “First View” 

- Weekly commodities publication: “Oil & Gas Price Monitor” 
 

* Looking to expand sector coverage 
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Group Summary 

• Revenues and Underlying Profits for year to 31 March 2011 significantly ahead of 2010 

• Private Client Wealth Management: 

- Acquisition of GT Independent Financial Advisers Limited adding critical mass 

- Funds under influence currently c. £487 million, with excellent opportunities to 

offer additional services and products to existing substantial client base 

• Investment Banking: 

- Total of 23 transactions completed during the period, with 31 retained quoted 

corporate clients  

- Expansion of Sales team and Equity Research coverage to support future 

transactions  

• Strong start to current financial year: 

- Significant net cash and good cash flows 

- Further expansion planned through both organic growth and potential acquisitions  
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Appendix 

• Board of Directors 

• Major Shareholders 
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Board of Directors 
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John Green, Non-Executive Chairman 

John is an Oxford graduate and a chartered accountant. His James Capel appointments included head of UK syndication, corporate 

broking, and equity capital markets. He was CEO of James Capel Investment Management in 1998. His previous chairmanships included 

Inventive Leisure plc, Principal Investment Management Holdings Limited and Huntress Holdings Limited. John was made Chairman in 

October 2006. 

Patrick Claridge FCSI, Chief Executive Officer 

Patrick began his career in the City at Scott Goff Hancock & Company and then worked as an equity dealer at a number of city institutions, 

including UBS, before joining and establishing the London office of TIR Securities (UK) Limited in 1990 where he was promoted to the 

position of Co-Head of the company's Global Institutional Business. At its peak, TIR generated in excess of US$120 million of revenues. 

E*TRADE Securities acquired TIR Securities (UK) Limited in 1999 and Patrick was appointed CEO of the London operations of E*TRADE 

Securities (UK) Limited in 2001. Patrick joined Merchant Securities Limited in May 2006 as an executive director and was appointed an 

executive director of Merchant Securities Group plc  in October 2006. He is a Fellow of the Chartered Institute for Securities & Investment. 

John East FRSA FCSI, Executive Director 

John became a member of the London Stock Exchange in 1974, when he was with Panmure Gordon & Co. He established the 

stockbroking firm of Kent, East, Newton & Co in 1977 before merging the firm with and becoming senior partner of Margetts and 

Addenbrooke, one of the oldest firms in the country with a long history of advising smaller public companies. During this period Margetts 

and Addenbrooke played an active role in the development of the Unlisted Securities Market, the first UK market for young and growing 

companies. Following the sale of the firm, he joined the predecessor of John East & Partners Limited in 1987 and led its management 

buyout in 1992. He joined the Board of Merchant Securities Group plc in October 2007 following its acquisition of John East & Partners 

Limited. He was a founder member of the executive committee of the Quoted Companies Alliance, the City group which champions 

smaller companies and which was instrumental in pressing for the establishment of AIM. He is a Fellow of the Chartered Institute for 

Securities & Investment. He is Deputy Chief Executive of Merchant Securities Limited and Chairman of the corporate finance division. 

 

 

 

 

  



Board of Directors continued  
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Charles Price, Non-Executive Director 

Charles is a qualified banker of nearly 40 years' experience, both in the UK and internationally. He commenced his career at National 

Westminster Bank and subsequently joined the investment bank, N.M. Rothschild & Sons. Over a period of 25 years he worked in 

various capacities in the UK and Far East. He subsequently joined Singer & Friedlander as Head of Banking and during his eight 

years in control, grew the operation to become the largest segment of the group. Charles was appointed a director of Merchant 

Securities Group plc in October 2006. 

Nigel Gurney, Finance Director (effective 1 August 2011) 

Nigel has wide-ranging experience in senior financial roles, working for the last six years in the financial services industry. He was 

previously Finance Director at WH Ireland Group plc, the stockbroking and securities business. Prior to this, Nigel was Financial 

Controller at Spencer House Capital Management LLP, the independent Asset Management partnership founded by Lord Rothschild 

and Richard Horlick (formerly CIO of Schroders). Nigel has also held senior management roles at Invicta Investment Management 

LLP, the London-based hedge fund and ORN Capital LLP, the hedge fund platform. He is a Chartered Accountant, having qualified in 

1993.  Nigel was appointed as Finance Director of Merchant Securities Group plc with effect from August 2011. 

John Foster-Powell FCCA, ACIB, AMCT, Executive Director 

John has over 25 years' experience in the financial services industry, where he has held various positions in finance with increasing 

managerial responsibilities. He has also been a consultant in the financial services area for a number of years. John is a fellow of the 

Chartered Association of Certified Accountants, a member of the Chartered Institute of Bankers and an associate member of the 

Association of Corporate Treasurers. He has extensive experience in financial services including IFRS and compliance requirements. 

John was Chief Financial Officer of Merchant Securities Group plc between 2008 and 2011. 

 

 

 

 

  



Major Shareholders* 

23 

Shareholder No. of shares

 Percentage 

 of voting 

rights

Dom Maklerski Spolka Akcyjna (IDMSA)  8,000,000  15.58%

Henderson Global Investors  5,020,000  9.78%

John East    4,495,000  8.75%

Anthony Fabrizi  4,168,001  8.12%

Tim Wall 4,043,479 7.88%

Patrick Claridge 2,735,528 5.33%

David Worlidge 2,562,857   4.99%

* As at 31 March 2011  



London, Head Office  Leeds Office 
51-55 Gresham Street Mearbeck House 
London Long Preston 
EC2V 7HQ Nr. Skipton 
 North Yorkshire 
Tel: +44 (0)20 7628 2200  BD23 4QP 
Email: info@merchantsecurities.co.uk   
 Tel:  +44 (0)1729 840 821 
 Email: leeds@merchantsecurtities.co.uk 
 
 
 
Manchester Office   Guildford Office 
Market Court  1 Farnham Road 
20-24 Church Street  Guildford 
Altrincham  Surrey 
WA14 4DW   GU2 4RG 
   
Tel: +44 (0)161 233 0004   Tel:  +44 (0)1483 549 049 
Email:  manchester@merchantsecurities.co.uk   Email: guildford@merchantsecurities.co.uk 
 
 
 
Marlow Office 

Wall Terrace,  

44-46 Chapel Street 

Marlow 

Buckinghamshire  

SL7 1GG  
 
Tel: +44 (0)1628 473298   
Email: wealthmanagement@merchantsecurities.co.uk   
  
  
  
  
  
 
 
 


