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Record has announced that a client has reduced the size of a tactical 

bespoke currency for return mandate that it was managing by $2.8bn with 

immediate effect. Consequently, we have lowered our FY16 and FY17 PBT 

forecasts by £1.3m and £2.0m (17% and 25%) respectively. Record had 

previously warned that the size of this particular mandate could prove 

volatile. The company reports a continued high level of client engagement 

on its passive and dynamic hedging strategies, although it cautions that 

there are long lead times to transform interest into new mandates. 

Year end Revenue* 

(£m) 

PBT* 

(£m) 

EPS 

(p) 

DPS 

(p) 

P/E 

(x) 

Yield 

(%) 

03/14 20.3 6.9 2.48 1.50 12.8 4.7 

03/15 20.9 7.5 2.66 1.65 11.9 5.2 

03/16e 20.5 6.7 2.42 1.65 13.1 5.2 

03/17e 19.9 6.2 2.23 1.65 14.2 5.2 

Note: *Revenue and PBT are normalised, excluding intangible amortisation and exceptional 
items. 

Nature of tactical bespoke mandate 

When Record announced that it had increased the size of a tactical bespoke 

currency for return mandate by $1.75bn in Q115, it warned that the mandate size 

was likely to prove volatile. Record was effectively managing currency positions on 

behalf of a client who could at any time alter their size and direction, which has now 

happened. Record’s other currency for return mandates are less transactional than 

this mandate, so tend to be less volatile. 

Currency volatility is a positive 

Record continues to report that it has experienced elevated levels of engagement 

with existing and potential clients  on its hedging and currency for return products 

due to increased currency volatility. We share management’s optimism that new 

mandates are likely, but our base case forecasts do not include these and 

management cautions that lead times between engagement and new contracts are 

frequently long. Its multi-strategy currency for return product had a three-year track 

record in July 2015, which is the time period that many consultants require before 

recommending products to clients. Record hopes that it will prove attractive to 

clients seeking positive returns in a market not so closely correlated with equities. 

Valuation: Discount on earnings with yield premium 

Record offers investors an attractive yield of over 5% and has a strong balance 

sheet. The volatile market conditions tend to reduce inflows into traditional  asset 

managers, but for Record, volatility should be beneficial and increase demand for 

its services. Cash and marketable securities amount to just over 40% of its current 

market capitalisation. 
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Earnings revisions 

We have lowered our revenue forecasts for the loss of $2.8bn of AUME (assets under management 

equivalent, Record’s equivalent of assets under management for a traditional manager) from 25 

August. The revenue earned from this mandate is in line with its other currency-for-return 

strategies, around 16bp per year. The revenue lost from the remaining seven months of FY16 is 

£1.7m and £2.9m for the 12 months of FY17. We have assumed that the costs associated with 

managing this mandate are around 30% of revenue – mainly staff-related costs – so that profits fall 

by £1.3m in FY16 and £2.0m in FY17. 

Exhibit 1: Earnings revisions 

  Revenue* (£m) % chg. PBT* (£m) % chg. EPS (p) % chg. DPS (p) % chg. 

  Old New   Old New   Old New   Old New   

03/15 20.9 20.9 0 7.5 7.5 0 2.66 2.66 0 1.65 1.65 0 

03/16e 22.2 20.5 (8) 8.0 6.7 (17) 2.89 2.42 (16) 1.65 1.65 0 

03/17e 22.8 19.9 (13) 8.2 6.2 (25) 2.98 2.23 (25) 1.65 1.65 0 

Source: Company data, Edison Investment Research. Note: *Normalised. 
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Exhibit 2: Financial summary 

  £000s 2011 2012 2013 2014 2015 2016e 2017e 

Year-end 31 March   IFRS IFRS IFRS IFRS IFRS IFRS IFRS 

PROFIT & LOSS                  

Revenue   28,196 20,535 18,552 19,922 21,057 20,487 19,873 

Operating expenses   (15,843) (13,981) (12,632) (13,498) (13,521) (13,964) (13,862) 

Operating profit   12,353 6,554 5,920 6,424 7,536 6,523 6,011 

Finance income   184 155 158 113 146 140 140 

Profit before tax    12,537 6,709 6,078 6,537 7,682 6,663 6,151 

Taxation  (3,603) (1,803) (1,450) (1,494) (1,708) (1,399) (1,292) 

Minority interests   (27) 7 (294) 364 (192) 0 0 

Attributable profit   8,907 4,913 4,334 5,407 5,782 5,264 4,859 

                  

Normalised revenue (underlying)   28,169 20,542 18,098 20,266 20,865 20,487 19,873 

Operating expenses (excl. dep'n and amortisation)   (15,652) (13,875) (12,349) (13,190) (13,206) (13,649) (13,547) 

Normalised EBITDA   12,517 6,667 5,749 7,076 7,659 6,838 6,326 

Depreciation and amortisation   (191) (106) (283) (308) (315) (315) (315) 

Normalised Operating profits   12,326 6,561 5,466 6,768 7,344 6,523 6,011 

Finance income   184 155 158 113 146 140 140 

Normalised Profit before tax    12,510 6,716 5,624 6,881 7,490 6,663 6,151 

                  

Normalised revenue/AuME (excl. perf fees) bps   14.0 11.2 8.8 8.0 6.1 5.9 5.7 

Normalied Operating Margin norm. (%)   43.8 31.9 30.2 33.4 35.2 31.8 30.2 

                  

Average Diluted Shares Outstanding (m)   221.0 220.3 219.1 218.7 218.4 218.5 218.5 

Basic EPS (p)   4.03 2.23 1.98 2.48 2.66 2.42 2.23 

Diluted EPS (p)   4.03 2.23 1.98 2.47 2.65 2.41 2.22 

Dividend per share - proposed (p)   4.59 1.50 1.50 1.50 1.65 1.65 1.65 

                  

BALANCE SHEET                 

Fixed Assets   1,382 1,323 1,108 3,732 3,273 3,079 2,852 

Intangible Assets   1,085 1,140 963 734 504 274 44 

Tangible Assets   227 183 140 86 129 132 135 

Investments   0 0 0 2,754 2,567 2,600 2,600 

Deferred tax assets   70 0 5 158 73 73 73 

Current Assets   34,654 30,750 34,637 32,835 37,053 39,100 40,797 

Debtors   6,904 5,070 5,569 5,646 6,324 6,500 6,650 

Cash   24,728 24,572 29,025 11,503 12,010 13,500 14,047 

Money market instruments     0 0 15,488 18,100 18,500 19,500 

Other   3,022 1,108 43 198 619 600 600 

Current Liabilities   (5,938) (3,457) (3,457) (3,660) (4,522) (4,700) (4,900) 

Creditors   (4,089) (2,494) (2,672) (2,706) (2,949) (3,100) (3,300) 

Other   (1,849) (963) (785) (954) (1,573) (1,600) (1,600) 

Net Assets   30,098 28,616 32,288 32,907 35,804 37,479 38,749 

Minority interests  952 2,263 3,646 3,667 3,876 3,876 3,876 

Net assets attributable to ordinary shareholders 29,146 26,353 28,642 29,240 31,928 33,603 34,873 

No of shares at year end  221.3 220.3 219.1 217.5 217.5 217.5 217.5 

NAV per share p  13.2 12.0 13.1 13.4 14.7 15.4 16.0 

CASH FLOW                 

Operating cash flow   8,241 2,393 5,609 5,167 6,472 5,460 5,084 

Capex   (85) (52) (63) (25) (128) (88) (88) 

Cash flow from investing activities   (679) (65) 0 0 0 0 0 

Dividends   (5,723) (7,371) (1,645) (4,898) (3,266) (3,589) (3,589) 

Other financing activities   1,113 942 552 (17,766) (2,571) (293) (860) 

Other    0 3,997 0 0 0 0 0 

Net Cash Flow   2,867 (156) 4,453 (17,522) 507 1,490 547 

Opening cash/(net debt)   21,861 24,728 24,572 29,025 11,503 12,010 13,500 

Other   0 0 0 0 0 0 0 

Closing cash/(net debt)   24,728 24,572 29,025 11,503 12,010 13,500 14,047 

Closing net debt/(cash) inc money market instruments 24,728 24,572 29,025 26,991 30,110 32,000 33,547 

                  

AUME                 

Opening ($bn)   34.0 31.4 30.9 34.8 51.9 55.4 52.6 

Net new money flows   (3.6) 0.2 1.9 14.1 2.9 (2.8) 0.0 

Performance   1.0 (0.7) 2.0 3.0 0.6 0.0 1.5 

Closing ($bn)   31.4 30.9 34.8 51.9 55.4 52.6 54.1 

Source: Record, Edison Investment Research 
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Edison, the investment intelligence firm, is the future of investor interaction with corporates. Our team of over 100 analysts and investment professionals work with leading companies, fund managers and investment banks 

worldwide to support their capital markets activity. We provide services to more than 400 retained corporate and investor clients from our offices in London, New York, Frankfurt, Sydney and Wellington. Edison is 
authorised and regulated by the Financial Services Authority (www.fsa.gov.uk/register/firmBasicDetails.do?sid=181584). Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. 
Edison NZ is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser  services only. Edison Investment Research 
Inc (Edison US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is n ot 
regulated by the Australian Securities and Investment Commission. Edison Germany is a branch entity of Edison Investment Rese arch Limited [4794244]. www.edisongroup.com 

DISCLAIMER 

Copyright 2015 Edison Investment Research Limited. All rights reserved. This report has been commissioned by Record and prepared and issued by Edison for publication globally. 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 t he accuracy or completeness of this report. Opinions contained in this report represent those of 
the research department of Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This research is issued 
in Australia by Edison Aus and any access to it, is intended only for "wholesale clients" within the meaning of the Australia n Corporations Act. The Investment Research is distributed in the United States by Ediso n US to 
major US institutional investors only. Edison US is registered as an investment adviser with the Securities and Exchange Commission. Edison US 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. As such, Edison does not offer or provide p ersonalised advice. We publish information about companies in 
which we believe our readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be construed in 
any manner whatsoever as, personalised advice. Also, our website and the information provided by us shou ld 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 research in this document is intended for New Zealand resident professional financ ial 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. This document is provided for information purposes only  and should not be construed as an offer or solicitation for investment in any se curities 

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. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any 
investment business and, accordingly, does not itself hold any positions in the se curities 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. Edison or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as 
well as rise and are subject to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obta in accurate information about the value of securities mentioned in this report. Past performance is not 

necessarily a guide to future performance. 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. 
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 (ie 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. To 
the maximum extent permitted by law, Edison, its affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of rel iance being placed on any 

of the information contained in this report and do not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited (“FTSE” ) © FTSE 2015. “FTSE®” is a trade mark of the 
London Stock Exchange Group companies and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors 
accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data. No further distr ibution of FTSE Data is permitted without FTSE’s express written consent. 
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