Impax Asset Management

Forecasts trimmed, attractions intact

Our FY19e AUM projections (update 14 December 2018) assumed steady underlying net
inflows to existing and funds and flat y-o-y investment performance. In the event,
Impax’s end December AUM update revealed a £0.96bn fall in total AUM during Q1, from

£12.52bn to £11.56bn.

A strong January saw a 4.9% recovery in a single month to £12.12bn. That is
unquestionably encouraging, but perhaps still leaves Impax with too much ground to
make up in the next eight months to achieve our £14.5bn AUM forecast. We have
therefore trimmed the latter to £14.0bn, and total fee income, operating profit and EPS
now reflect the recent volatile market conditions.

Mixed fund performance in Q119

Impax provides quarterly breakdowns of underlying AUM movements by division and net
inflows vs. investment performance. January’s outperformance is therefore only a
headline figure, but there was more visibility for the Q119 (Oct-Dec 2018).

In Q1, the UK funds were up £0.54bn, ahead of forecast, but their performance was
offset by a £0.23bn net withdrawal reported by the Group’s US operation. Market
movement, FX and performance knocked another £1.32bn off the total. Some £0.56bn

of the £0.96bn aggregate AUM decline in Q1 was recovered in January.

To put that in context, end January 2019 AUM at £12.12bn was ¢ 3.2% below the last
year-end and despite one strong month, our prior FY19e projection looks demanding
with just two-thirds of the current year remaining. A revised £14bn full year AUM forecast
takes a more pragmatic view of what is attainable from here. We have also reduced
FY20e AUM from £16.5bn to £15.7bn, based on similar net inflows to UK funds and

neutral contributions from the US division and overall investment performance.

A more volatile investment environment has not changed our view on the
fundamental strengths of Impax’s unique proposition. The latter remains intact
EV/NOPAT) materially

undervalue the business’s potential for total shareholder returns or its growing

and we believe current measures (PER, yield,

appeal to an acquisitive Fund Management major as ‘best in class’ in an

increasingly important segment.

Summary forecasts

Year end 30 Sep 2016A 2017A 2018A 2019E 2020E
Revenue, £m 21.1 32.7 65.7 69.6 76.6
Adjusted Op. Profit, £m 4.2 9.3 20.0 18.0 21.4
Adjusted EPS, Basic p 3.6 6.5 125 11.6 13.9
PER 59.4 32.9 17.1 18.4 15.4
EV/NOPAT 71 29 22 20 16
Yield, % 1.0 1.4 2.0 2.2 2.6

Source: Group report & accounts and ED estimates (EV calc. includes net cash and seed investments) Adj.
results eliminate non-recurring acquisition costs, ongoing amortisation of intangibles acquired, one-off tax
credits and mark-to-market of NI on equity award schemes.
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Description

Impax is a market-leading manager of
both listed and private equity funds,
which invest in ways that take
advantage of more environmentally
sustainable corporate and economic
growth globally.

Aggregate AUM at end January 2019

was £12.1bn.
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Equity Development Limited is regulated by the Financial Conduct Authority

Equity Development Limited (‘"ED’) is retained to act as financial adviser for various clients, some or all of whom may now or in
the future have an interest in the contents of this document and/or in the Company. In the preparation of this report ED has
taken professional efforts to ensure that the facts stated herein are clear, fair and not misleading, but make no guarantee as
to the accuracy or completeness of the information or opinions contained herein.

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the
United Kingdom (‘FSMA’). Any person who is not a relevant person under this section should not act or rely on this document
or any of its contents. Research on its client companies produced and distributed by ED is normally commissioned and paid for
by those companies themselves (‘issuer financed research’) and as such is not deemed to be independent, as defined by the
FCA, but is ‘objective’ in that the authors are stating their own opinions. This document is prepared for clients under UK law.
In the UK, companies quoted on AIM are subject to lighter due diligence than shares quoted on the main market and are
therefore more likely to carry a higher degree of risk than main market companies.

This report is being provided to relevant persons by ED to provide background information about Impax Asset Management.
This document does not constitute, nor form part of, and should not be construed as, any offer for sale or purchase of (or
solicitation of, or invitation to make any offer to buy or sell) any Securities (which may rise and fall in value). Nor shall it, or
any part of it, form the basis of, or be relied on in connection with, any contract or commitment whatsoever. Self-certification
by investors can be completed free of charge at www.fisma.org

ED may in the future provide, or may have in the past provided, investment banking services to the Company. ED, its Directors
or persons connected may have in the future, or have had in the past, a material investment in the Company.

More information is available on our website

www.equitydevelopment.co.uk

Equity Development, 15 Eldon Street, London, EC2M 7LD. Contact: info@equitydevelopment.co.uk 0207 065 2690
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