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Transaction Overview
Delivering on our
growth strategy
Rathbones strategy

─ Ambition to become the UK’s leading
independent wealth manager
─ Long stated strategy to grow organically
and through strategic, complementary
acquisitions
Key criteria for acquisition:
 Cultural alignment
 Client-centric philosophy
 >10% return on investment
─ Maintain underlying operating margin
of around 30% through-the-cycle

Speirs & Jeffrey deal
summary
─ Reached agreement to acquire 100% of
the outstanding share capital of Speirs &
Jeffrey Limited (“Speirs & Jeffrey”)
─ Scotland’s largest independent wealth
manager with a total of £6.7bn FUM (pro
forma FUM of £44bn) and c.8,500 clients
─ High degree of cultural alignment
─ Initial consideration of £104m and
further contingent and earn-out
considerations may also be payable
depending upon the achievement of
growth and synergies following
completion
─ Delivers benefits to stakeholders
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Speirs & Jeffrey – a cultural and strategic fit
— Founded in 1906, Speirs & Jeffrey has grown to become
Scotland’s largest independent wealth manager

An increasing shift to discretionary FUM

— Independent since its inception, having always been
wholly owned by its working directors

9%

— All of the 10 current working directors (of which 8 are
IMs) will be joining Rathbones

£6.0bn1

— 38 investment professionals operating from a single office
in Glasgow

— A total of £6.7bn2 FUM, of which 40% (£2.7bn2) is on a
discretionary basis, with a continuing transition of clients
to a discretionary service

May-18

May-15

11%
30%
£6.7bn2

49%

61%
Discretionary

Advisory

1.
2.
3.

Execution Only and Other

Key financial metrics2

— Client-centric philosophy with “whole of market” access
— Many long-term client relationships, with nearly three
quarters of clients3 having been with Speirs & Jeffrey for
over a decade

40%

Revenue
Underlying profit before tax
Underlying profit before tax margin
Profit after tax (reported)
Gross assets

FY May-17
£25.3m
£9.1m
36%
£7.2m
£37.2m

FY May-18
£28.0m
£10.6m
38%
£8.2m
£31.9m

2015 FUM figures are per management accounts
2018 figures are based on latest unaudited financials (per management accounts); 2017 figures are per audited financial statements; underlying profit before tax is before one-off costs and gains on investments
Measured by Discretionary and Advisory FUM as at September 2017
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Benefits of the transaction
Rationale

1.

1

Delivers benefits to stakeholders including value creation for shareholders through cost and
revenue synergies opportunities

2

Enhances Rathbones’ position as one of UK’s largest wealth managers, with pro forma FUM of
£44.5bn1

3

Transforms the scale of Rathbones’ existing Scottish client base, with Glasgow becoming the
Group’s second largest office

4

Attractive financial metrics including expected underlying EPS accretion of at least 8% and
return on investment of approximately 13% in the third year following completion

Based on Rathbones FUM as at 5 April 2018 and Speirs & Jeffrey FUM as at 10 May 2018
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1 Delivering value for Rathbones shareholders...
− Adds a stable client base of c.8,500 clients, three quarters of whom have
been with Speirs & Jeffrey for over 10 years2
− Average FUM of c.£750k/client2 (Rathbones: £576k/client)

Revenue

£28m
(FY May-18)
+
Synergies

− Increases Rathbones revenues by £28m (10%1) (FY May-18E) before
synergies
− Consideration structure designed to provide retention incentives closely
linked to value creation from revenue synergies and discretionary funds
growth
− Opportunity for revenue synergies to be achieved over time by leveraging
the strength of Rathbones’ brand and complementary product offering and
aligning the Speirs & Jeffrey service proposition with that of Rathbones
− Pre-tax cost synergies of c.£6m per annum principally from the streamlining
of operations and infrastructure, representing c.3%1 of the combined cost
base

Cost savings

c.£6m p.a.
(run-rate)

− Savings to be fully achieved in the third year following completion
− Incentives in place to secure operational stability throughout transition
− Costs to achieve of c.£3m over three years following completion

1.
2.

Rathbones – Year to 31 December 2017. Speirs & Jeffrey – Year to 10 May 2018
As at September 2017
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1 …and also benefits to Speirs & Jeffrey stakeholders
Clients

Employees

— Comfort from established Rathbones
brand

— Broader community of like-minded
professionals

— Greater support enabling Speirs & Jeffrey
investment managers to focus efforts on
clients

— Continuity in management team

— Enhanced investment process
— Continuity of investment manager
(cultural fit and retention incentives)
— Access to a broader product and service
offering

— Access to Rathbones’ front office
investment systems
— Wider career development opportunities
in the larger group
— Aligned interests for key staff through
share based incentives

Rathbone Brothers Plc | Acquisition of Speirs & Jeffrey

Page 6

2
3 Re-inforces Rathbones’ position as one of the UK’s
largest wealth managers
Top 10 UK Wealth Managers by FUM (£bn)1
Scale benefits

Independent

89.9

Part of a larger financial group
Distribution focused competitors

1
•

Enhances financial and
organisational capacity to

53.9
45.1

invest in people, technology
44.4
6.7

39.7

37.8

37.3

and processes, and to
33.2

29.3

manage regulatory change
25.8

23.8

2•

1.

Rathbones as at 5 April 2018 and Speirs & Jeffrey as at 10 May 2018. Others based on latest available public disclosure

Speirs & Jeffrey

Charles Stanley

Canaccord

Cazenove
(Schroders)

Investec Wealth

UBS Wealth
Management

Rathbones
Proforma

Brewin Dolphin

Rathbones
Proforma

Barclays

Coutts

St James's
Place

6.7

Delivers further operational
efficiencies
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3 Establishes a much stronger presence in Scotland
Glasgow becomes the second largest office

Rathbones Aberdeen
FUM: £0.3bn
Investment Professionals: 31

Strengthened Scottish base
Number of
investment
professionals2

RIM Funds under
management
(£bn)

Client Portfolios

Rathbones

37

3.0

c. 10,000

Speirs &
Jeffrey

38

6.7

c. 8,500

Proforma

75

9.7

c. 18,500

Reduces dependence on the London office – post
acquisition London reduces to c.50% of RIM3
Rathbones Glasgow
FUM: £0.3bn
Investment Professionals: 91
Speirs & Jeffrey Glasgow
FUM: £6.7bn
Investment Professionals: 381
Combined Glasgow (2nd
Largest Office after London)
FUM: £7.0bn
Investment Professionals: 471
1.

2.
3.

Rathbones Edinburgh
FUM: £2.3bn
Investment Professionals: 251

Rathbones London
FUM: £20.0bn
Investment Professionals: 1481

Current

Proforma

0%
London

20%
Southern England

40%

60%

Northern England

80%
Scotland

100%
Jersey

Investment professionals: Rathbones – employees in Investment Management department (Investment Directors, Investment Managers and AIMs); Speirs & Jeffrey – Directors (Investment), Investment Managers
and Research personnel (latest available)
Rathbones – As at 5 April 2018 excluding fund managers in Rathbones Unit Trust Management. Speirs & Jeffrey – As at 10 May 2018
Based on FuM
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4 Consideration structure promotes aligned interests
− £79m in cash and £25m1 in shares locked up for 3 years from completion

Initial
Consideration

£104m

− £79m cash funded by a combination of internal cash resources and a proposed £60m
4.7% issued share capital equity raise
− £25m funded through the issuance of 1.0m new Rathbones shares1
− Contingent consideration of 0.6m2 shares delivering an illustrative value of up to c.£15m2

Contingent
Consideration

0.6m shares

− Conditional upon meeting certain administrative and procedural targets that enable the
delivery of cost synergies
− Payable by 31 December 2019 and subject to ongoing employment conditions
− Earn-out payments payable to the sellers in the third and fourth years following
completion for value creation from revenue synergies and discretionary funds growth

Earn-out and
incentivisation
awards

Up to 5.2m
shares

− Incentivisation awards are expected to be granted to investment management and certain
operational employees in the third and fourth years following completion for the delivery
of operational and financial performance targets3
− Mechanisms aim to reward the incremental delivery of EPS and RoIC
− Whilst a maximum of 5.2m shares can be payable (illustrative value of c.£129m1,4), the
Board’s current underlying EPS accretion and return on investment expectations are based
on a materially lower total

Expected
Completion
1.
2.
3.
4.

Q3 2018

− Acquisition subject to FCA approval and other customary closing conditions
− Transaction expected to complete in Q3 2018

Calculated based on average share price over the ten day period prior to 14 June 2018
The number of shares is fixed and illustrative value is calculated based on average share price over the ten day period prior to 14 June 2018
The majority of these will be subject to a subsequent three year vesting period
The number of shares is capped at 5.2m shares. If the conditions for the contingent consideration are not achieved by 31st December 2019, the maximum number of shares under the earn-out and incentivisation
awards will increase by 0.6m Rathbones shares
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4 Attractive financial metrics
− Implied P/E of 12.6x based on Initial Consideration of £104m and Speirs & Jeffrey FY May-18
earnings

Attractive
multiples

− 8.8x including fully phased cost synergies and £15m contingent consideration
− 1.6%1 of current total FuM
− Multiples are increasingly attractive as synergies and related contingent and earn-out consideration
are factored in

Underlying
EPS accretion

Underlying
Return on
Investment

1.
2.

− Marginally underlying EPS accretive in the first full year following the acquisition
− Underlying EPS accretion of at least 8% in the third year following completion2

− Underlying return on investment from the third year expected to be approximately 13%

Based on initial consideration only
Based on 2021 consensus expectations, derived from applying consensus 2019-2020 growth rate to 2020 market forecasts
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Q&A

Questions

?
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Appendix
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Speirs & Jeffrey – Additional Information
FUM (£bn)
Geography by FUM

3% 2%

£5.8bn(1)
Sep-17
68%

6.7
0.7

3.5

3.3

1.8

2.3

2.7

May 16

May 17

May 18

5.4
0.5

England

3.6

3.2

Europe / RoW

1.8
May 15

Scotland

27%

6.4
0.6

6.0
0.5

Other UK

FY

Discretionary

Advisory

Execution Only / Other

Revenue and Profitability (£m)
3%

Length of Client Relationship
by FUM

10%

£5.8bn(1)
Sep-17

14%

73%

21.4

Up to 2 years

2 to 5 years
5 to 10 years

7.3

5.5

FY May 16
Revenue

Discretionary and Advisory FuM

7.2

8.2

Over 10 years
FY May 15

1.

28.0

25.3

24.0

FY May 17
Reported Profit After Tax

FY May 18
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Accounting treatment of consideration
Initial cash

Initial share1

Contingent
share1

Earn out1

Incentivisation
awards
1.

− Capitalise on completion

− Booked to P&L over the 3 years post completion

− Booked to P&L over the 18 months post completion

− Booked to P&L over the period to 2020/2021

− Booked to P&L over the period to 2025

Approximately 95% of the aggregate expected initial share consideration, contingent consideration, earn-out payments and incentivisation awards is contingent on continued employment of the recipient, and
therefore will be charged to profit or loss over the required employment period in accordance with IFRS 3. The balance of consideration will be capitalised
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IMPORTANT INFORMATION
This presentation document, any related materials which are distributed alongside this presentation document, each of their respective contents, and any oral presentation made by or on behalf of Rathbone Brothers plc (the “Company”)
in relation to the subject matter hereof (all such documents and information together being the “Relevant Information”) is strictly private and confidential and may not be reproduced, redistributed or passed on, directly or indirectly, to
any other person or published, in whole or in part by any medium or in any form, for any purpose.
The Relevant Information is exempt from the general restriction in section 21 of the Financial Services and Markets Act 2000 (“FSMA”) on communications, invitations or inducements to engage in investment activity pursuant to the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the "FPO") on the grounds that it is directed only at and may only be communicated to the following types of persons: (i) to persons in the UK who (a) have
professional experience in matters relating to investments, being investment professionals as defined in Article 19(5) of the FPO or (b) fall within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations, etc") of
the FPO; and (ii) to persons outside the UK only where permitted by applicable law (all such persons in (i) and (ii) together being referred to as "relevant persons"). It is therefore a condition of your receiving the Relevant Information
that you fall within the relevant category of person described and that you warrant to the Company that you are such a relevant person. The Relevant Information may not be acted on or relied on by persons who are not relevant persons.
Any investment activity to which the Relevant Information relates will be available only to relevant persons and will be engaged in only with relevant persons. If you are not a relevant person you should immediately return any Relevant
Information currently in your possession.
In addition to the foregoing restrictions, the Relevant Information is directed only at persons falling within the meaning of “qualified investors” as defined in section 86 of FSMA. You acknowledge that none of the Relevant Information
contains an offer of transferable securities to the public within the meaning of FSMA and therefore acknowledge that no prospectus within the meaning of section 85 FSMA is required. Accordingly no such document has been or will be
pre-approved by the UK Financial Conduct Authority (the “FCA”) pursuant to section 85 of FSMA and no such document comprises or will comprise a prospectus for the purposes of the Prospectus Directive or for the purposes of the
Prospectus Rules of the FCA.
The sole purpose of the Relevant Information is to provide background information to assist you in obtaining a general understanding of the business of the Company. The Relevant Information does not constitute an offer to sell, or a
solicitation of an offer to buy or subscribe for, securities of the Company in any jurisdiction. It is not intended to provide the basis of any investment decision, financing or any other evaluation and is not to be considered as a
recommendation by the Company, any broker acting on behalf of the Company, or their respective affiliates, agents or advisers that any recipient of such Relevant Information purchase or subscribe for any securities in the Company.
Each recipient of the Relevant Information contemplating any investment in the Company is required to make and will be deemed to have made its own independent investigation and appraisal of the business, results of operations,
financial condition, liquidity, performance and prospects of the Company and the merits and risks of an investment in the securities of the Company.
Recipients should not base any behaviour in relation to relevant financial instruments (as defined in the Market Abuse Regulation (EU) No 596/2014 – “MAR”), which would amount to market abuse for the purposes of MAR, on the
Relevant Information, or any revision thereof, or of any other written or oral information made or to be made available in connection with it. Nor should recipients otherwise use the Relevant Information in the Presentation in any way
which would constitute market abuse.
The Relevant Information is not for publication or distribution, directly or indirectly, in or into the United States of America. The Relevant information is not an offer of securities for sale into the United States. The securities referred to
herein have not been and will not be registered under the U.S. Securities Act of 1933, as amended, and may not be offered or sold in the United States, except pursuant to an applicable exemption from registration. No public offering of
securities is being made in the United States.
No representation or warranty, express or implied, is given by or on behalf of the Company, any of its directors, any broker acting on behalf of the Company or their respective subsidiary undertakings, affiliates, agents or advisers
(together, the “Identified Persons”) or any other person as to the accuracy or completeness of the information or opinions given in any Relevant Information and no liability is accepted for any such information or opinions. In particular,
certain industry and market information in this document and/or related materials and/or given at the presentation may have been obtained by the Company from third party sources. Without prejudice to the foregoing, neither the
Company nor the Identified Persons, to the fullest extent permitted by law, accept any liability whatsoever for any loss howsoever arising, directly or indirectly, whether arising in tort, contract or otherwise, from use of this document or
its contents or otherwise arising in connection therewith.
The Relevant Information may include certain forward looking statements, beliefs or opinions, including statements with respect to the business, financial condition, results of operations and plans of the Company and/or its group.
Forward-looking statements are sometimes identified by the use of forward-looking terminology such as "believes", "expects", "may", "will", "could", "should", "shall", "risk", "intends", "estimates", "aims", "plans", "predicts", "continues",
"assumes", "positions" or "anticipates" or the negative thereof, other variations thereon or comparable terminology. Forward-looking statements in the Relevant Information reflect the Company's beliefs and expectations and involve
risk and uncertainty because they relate to events and depend on circumstances that will occur in the future. No representation is made that any of these statements or forecasts will come to pass or that any forecast results will be
achieved. There are a number of factors that could cause actual results and developments to differ materially from those expressed or implied by these statements and forecasts. Past performance of the Company cannot be relied on as a
guide to future performance. Forward-looking statements speak only as the date of the Relevant Information and each of the Identified Persons expressly disclaims any obligations or undertaking to release any update of, or revisions to,
any forward looking statements in this presentation. No statement in the Relevant Information is intended as a profit forecast or a profit estimate. As a result, you are cautioned not to place any undue reliance on such forward-looking
statements.
The Identified Persons are under no obligation to update or keep current the information contained in the Relevant Information, to correct any inaccuracies which may become apparent, or to publicly announce the result of any revision
to the statements made herein except to the extent they would be required to do so under applicable law or regulation, and any opinions expressed in the Relevant Information are subject to change without notice.
By accepting the Relevant Information, you agree to be bound by the foregoing provisions, limitations and conditions and, in particular, you have represented, warranted and undertaken that: (i) you are both a relevant person and a
qualified investor, and you will observe the foregoing provisions, limitations and conditions; (ii) you have read and agree to comply with the contents of this important information including, without limitation, the obligation to keep the
Relevant Information confidential; and (iii) you will not at any time have any discussion, correspondence or contact concerning the Relevant Information with any of the directors or employees of the Company or its subsidiaries, or any
governmental or regulatory body without the prior written consent of the Company.

