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17.24

29.46

34.00
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23.66

26.93

27.94

EPS from continuing operations
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1.41
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0.00

0.00

0.00
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E XECUTIVE S UMM ARY
•

For FinTech Group AG, FY 2015 was very much characterised by transformation into one of the leading companies for innovative financial technologies in
Germany. With the acquisition of XCOM AG on 31.03.2015, the company substantially expanded its value chain, for which reason it can now offer a broad
range of banking solutions for private customers and in the B2B sphere, especially with regard to up-to-date fintech solutions. Furthermore, not only does the
company have a strong customer base with access to more than 200,000 private customers and numerous B2B customers, but it also combines technological expertise in the company to meet the requirements associated with changes
in the banking sector.

•

The development of figures for 2015 was characterised mainly by the acquisition of XCOM AG, including the full bank subsidiary biw Bank AG. However, the
effects of adjusting the company structure and the streamlining of the operational setup with the successful sale of the loss-making AKTIONÄRSBANK or
the out-licensing of CFD market making to Commerzbank were also noticeable.
Sales revenues in FY 2015 were €75.19 million, which was substantially higher
than in the previous year, when XCOM was not yet a member of the group.

•

The result also improved significantly at the same time. EBITDA was €19.74
million and the EBITDA margin was 26.3%. Here, it must be noted that EBITDA
was strongly affected by one-off events in the course of the acquisition, restructuring etc., which on balance caused a reduction of €7.18 million. Adjusted to
take account of these effects, EBITDA would be €26.90 million and the EBITDA
margin would be 40.1%.

•

In our opinion, the high core profitability demonstrates the trend in profitability of
the FinTech Group AG for the years ahead. While we expect sales revenues for
FY 2016 to increase to €84.71 million, we also anticipate EBITDA amounting to
€32.46 million, which is in the middle of the range given by the management.
With the discontinuation of the charges from the relinquished business, post-tax
earnings in 2016 should be considerably better and allow an EPS of €1.41.

•

A number of factors are expected to drive growth in the years ahead. In B2C
business, it is primarily the expansion of the product range (e.g. flatex flex credit, structured products with their own label etc.) as well as the regional expansion that produces growth in the number of customers and therefore also deposits and revenue from commission. In B2B business, the FinTech Group AG
benefits amongst other things from the growing numbers of customers in the
white label banking sphere, in which a large number of new customers have also been acquired this year. Furthermore, the company can now use the high
level of customer deposits much more efficiently, thereby achieving an additional increase in profitability.

•

Overall, we believe that FinTech Group AG is very much on track to expand its position as one of the leading fintech companies on the German
and European market. We expect to see to see double-digit growth in revenue and earnings in the years ahead. With this in mind, we are repeating
our purchase recommendation and increasing the target stock price from
€26.85 to €28.50.
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C OM PAN Y
Shareholder structure
Shareholder in %
GfBk Gesellschaft für
Börsenkommunikation mbH

40.10 %

Heliad Equity Partners GmbH & Co. KGaA

17.75 %

Free Float
Total

GfBk Gesellschaft für
Börsenkommunikation mbH

30/06/2016
40.10%

42.15%

Heliad Equity Partners GmbH
& Co. KGaA

42.15 %
100.00 %

Free Float

Source: FinTech Group, GBC
17.75%

Company structure

Source: FinTech Group, GBC

Management Board
Frank Niehage (CEO)
Frank Niehage has wide-ranging expertise in the financial services sector. Up to August
2014 he was Managing Director in the Investment Management Division of Goldman
Sachs in Frankfurt. Previously, as CEO, he played a key role in the expansion of the
German business at Sarasin private bank. Niehage's previous management positions
include national and international roles at Commerzbank, Credit Suisse and UBS, as well
as international law firm Beiten Burkhardt. In addition to being authorised to practise law
in Germany, Niehage has a Master of Laws degree from the Law Center at the University of Houston, majoring in international economics.
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M ARKET AND M AR KET E NVIRONM ENT
In 2015, new records were achieved in the fintech sector. The volume of worldwide investment increased by 56.6% to USD 19.1 billion. The number of financed fintech companies increased further in 2015 to 1,162, whereas in the previous year 933 companies
were financed in the sector. The disproportional increase in the number of financed
companies, i.e. approximately 25% in relation to the overall investment volume, suggests
that the sector is reaching an increasing level of maturity and the financing rounds are
increasing.
It is now clearly recognisable that new technologies are coming into the financial sector
and that existing processes are being progressively replaced. Consequently, companies
from the traditional financial sector such as banks and insurance companies are now
playing an important role in the financing of fintech companies. They increasingly have to
address the technological challenge in order to maintain their competitiveness and market positioning in the future. There was a sustained momentum at the beginning of the
year. In Q1 2016, VCs invested USD 4.9 million in 218 in fintech companies around the
world, an increase of nearly 100% compared with the same period in the previous year.
New record figures can also be expected for 2016.
Worldwide fintech-financing and number of financings by VCs
19.1
Fintech investments in billion $
Number of fintech deals
1162

12.2
933
759
607

4.9

457
2.4

2.8

2011

2012

3.9
218
2013

2014

2015

Q1 2016

Source: KPMG, CB Insights

The growth trend in fintech financing is sound in Germany as well. In Q1 2016, the figure
was USD 106.6 million, which was not far below the highest figure ever, i.e. USD 120.9
million in Q3 2015. The number of deals, i.e. 14 in Q1, however, was a new record. Furthermore, the figure represents an increase of 186% compared with the previous year.
Overall, the fintech movement is gaining increasing momentum in Germany too.
Quarterly investments in fintech companies in Germany by VCs
Fintech investments in million €

120.9

14
106.6

Number of fintech deals

7
37.3

7
6

5

29.5
10.1

Q1 2015

Q2 2015

Q3 2015

Q4 2015

Source: KPMG, CB Insights
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C OM PAN Y PERFORM ANCE AND E STIMATES
Overview of key figures
P&L (in € millions)

FY 2015

FY 2016e

FY 2017e

FY 2018e

75.19

84.71

93.18

102.50

Raw materials and consumables used

-13.57

-15.25

-16.68

-18.45

Personnel expenses

-23.79

-22.00

-23.00

-24.00

Marketing expenses

-2.88

-3.00

-3.25

-3.50

-15.06

-12.00

-13.00

-14.00

Revenue

Other administrative expenses
Impairment of financial assets

-0.17

0.00

0.00

0.00

EBITDA

19.74

32.46

37.25

42.55

Depreciation and amortization

-2.50

-3.00

-3.25

-3.50

EBIT

17.24

29.46

34.00

39.05

Financial Results

-2.67

-3.00

-3.25

-3.50

EBT

14.57

26.46

30.75

35.55

Income tax expense

-0.97

-3.06

-3.57

-7.11

Consolidated earnings
from continuing operations

13.60

23.41

27.18

28.44

-15.76

0.00

0.00

0.00

0.41

0.25

-0.25

-0.50

-1.75

23.66

26.93

27.94

Earnings from discontinued operations
Minority interests
Consolidated earnings
attributable to shareholders

EBITDA
in % of revenue
EBIT
in % of revenue
Earnings per share in €

19.74

32.46

37.25

42.55

26.3 %

38.3 %

40.0 %

41.5 %

17.24

29.46

34.00

39.05

22.9 %

34.8 %

36.5 %

38.1 %

-0.11

1.41

1.60

1.66

0.88

1.41

1.60

1.66

Earnings per share from
continuing operations (after minorities) in €
Dividend per share in €
Share count in million units

0.00

0.00

0.00

0.00

15.86

16.81

16.81

16.81

Development of Sales, EBITDA (in m€) and EBITDA-margin (in %)
Revenue

102.50

EBITDA

93.18

EBITDA margin

84.71

75.19

40.0%

38.3%

26.3%

41.5%

42.55

21.1%

37.25

32.46
19.74

17.14
3.62
FY 2014

FY 2015

FY 2016e

FY 2017e

Source: FinTech Group, GBC
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Business development in FY 2015
Note: Until 2014, FinTech Group AG was trading as flatex Holding AG. Thus, the
figures prior to 2014 refer to flatex Holding AG. Since the first half of 2015, XCOM
AG has been fully consolidated, which has resulted in a substantial change in the
key financial figures. Furthermore, the comparability of the figures for 2015 with
previous years is very limited as the financial statements were prepared for the
first time in accordance with IFRS.
P&L (in € millions)

FY 2012*
15.85

Revenue

FY 2013*
14.31

FY 2014
17.14

FY 2015
75.19

EBITDA (margin)
1.48 (9.3 %)
-0.48 (neg.) 3.62 (21.1 %) 19.74 (26.3 %)
EBIT (margin)
0.24 (1.5 %)
-1.23 (neg.) 3.22 (18.8 %) 17.24 (22.9 %)
Consolidated earnings
from continuing operations
0.48
-1.14
5.59
14.01
(after minorities)
EPS from continuing operations in €
0.05
-0.08
0.42
0.88
Consolidated earnings
0.48
-1.14
-7.75
-1.75
incl. discontinued operations**
Source: FinTech Group, GBC; *Figures refer to flatex Holding AG, **the discontinued operations include AKTIONÄRSBANK, CeFDeX and XCOMpetence

Development of Sales
FY 2015 was marked by substantial changes for FinTech Group AG, especially due to
the acquisition of XCOM AG in H1 2015. With the expansion of the companies to be
consolidated, the company has completed a clear content-based development and now
represents the value chain from technical expertise for the mapping of banking processes of every type to end customer business and B2B offers such as securities settlement,
account and portfolio management or transaction processing. The FinTech Group has
thus become established within a very short time as a leading company in the sphere of
innovative finance technologies and financial services.
With the acquisition of XCOM AG, including biw Bank AG, on 31/03/2015, a substantial
increase in sales amounting to €75.19 was reached. XCOM AG contributed to the
achievement of this figure with a decisive inorganic effect. Therefore, a comparison with
the previous year is not informative. It must also be noted that the company was only
consolidated for a period of 9 months.
Development of revenues by segments (in m€)

15.00
7.04
13.10
2.67
90.19
75.19
52.38

Commission
income

Interest
income

IT service

one-off
revenue

Total revenue

Source: FinTech Group, GBC; DCO = Discontinued Operations
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When the figures are broken down according to types of revenue, it becomes clear that
commission income amounting to €52.38 million accounts for the biggest share of sales
revenue. It is due especially to transactions carried out by customers of flatex, ViTrade
and biw, which reached a record value of 10.14 million transactions in 2015. A major
portion, i.e. 7.10 million transactions, were carried out by flatex customers.
The increase in the volume of transactions is the result of a significant increase in the
number of customers. It increased from 134,403 at the end of 2014 to 176,600 during the
course of 2015. Contributory factors here include continual improvements in offers for
customers (optimised user interface, expansion of the product range, new borrowing
facilities etc.) as well as the expansion of flatex to the Austrian market.
The marked increase in the number of customers by 31% is also reflected in the increase in customer assets under management, which amounted to €5.77 billion at the
end of 2015, 43% above the level in the previous year. This clearly demonstrates an
increase in the average assets per customer. The aim of achieving a higher share of the
wallet per customer has therefore already been achieved in 2015. Further improvements
are planned in this regard.
Development of customer assets under management (in m€)*
5,770

4,023
3,527
2,810

FY 2012

FY 2013

FY 2014

FY 2015

Source: FinTech Group, GBC; *figures before 2015 refer to biw Bank AG

When considering the sales figures, it is important to remember that they included oneoff income from licensing out the market-making CFD business to Commerzbank. According to our calculations, the one-off income amounted to approximately €7 million. It
must, however, be noted that FinTech Group AG will cooperate in future with Commerzbank in the CFD business. XCOM AG operates the Commerzbank OTC trading
system and flatex operates as a sales partner for the CFDs. An annual profit share has
been agreed for this for the years ahead.
The contributions of AKTIONÄRSBANK, CeFDeX and XCOMpetence are no longer
included in the reported sales revenues. Since AKTIONÄRSBANK was sold in mid-2016
and CeDFeX was wound up after transferring the CFD market making to Commerzbank,
as of 31/12/2015, these companies are no longer reported as continuing business and
therefore no further revenue contribution is being consolidated.
The three companies together generated sales revenue of €15 million in FY 2015. If they
had been consolidated, the pro-forma group revenues would have amounted to approximately €90 million. The company therefore achieved the stated revenue target of €90
million. Our predictions of sales revenues amounting to €84.23 million were exceeded.
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Development of Earnings
The takeover of XCOM AG also had a decisive impact on the results. EBITDA in FY
2015 was €19.74 million, which was substantially higher than the figure for the previous
year, when XCOM was not yet included. The EBITDA margin also improved due to the
consolidation of XCOM. It changed from 21.1% to the current figure of 26.3%, which is
5.2 percentage points higher. The management's EBITDA prediction of €20 million as
well as our EBITDA prediction of €20.13 million has therefore been achieved.
Development of EBITDA (in m€) and of EBITDA-margin (in %)
EBITDA

19.74

EBITDA margin

26.3%
21.1%
9.3%

3.62

1.48

-0.48
FY 2012

-3.3%

FY 2013

FY 2014

FY 2015

Source: FinTech Group, GBC

When the EBITDA is divided according to segments, it becomes clear that the Securities
Trading & Financial Services (ST&FS) segment, under which flatex and ViTrade in particular fall, account for the largest part of the EBITDA, i.e. €19.64 million. The Transaction Processing & White-Label Banking Services (TP&WLBS) segment, which essentially
includes XCOM AG, including biw Bank AG, achieved EBITDA of €8.39 million or an
EBITDA margin of 18.6 %.
At group level, the EBITDA also suffered due to one-off expenditure in the ongoing business, which was incurred due to the takeover of XCOM AG, integration of the companies
and restructuring measures. They were not entirely allocated to the operating segments.
Instead, they were posted as "miscellaneous and consolidation" in the transition segment. The EBITDA contribution of the ongoing business was €-8.29 million here. In subsequent years, the EBITDA charge here should be substantially lower and in particular
include ongoing holding costs.
Development of EBITDA (in m€) and EBITDA-margin (in %) 2015 by segments

19.74

19.64
69.0%

8.39
26.3%
18.6%

ST & FS

TP & WLBS

Total

Source: FinTech Group, GBC
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Across the whole group, the one-off expenses in FY 2015 were higher again. The company calculates them as being €15.34 million within the ongoing business. In addition to
the factors already mentioned, they include, for example, severance pay for HR restructuring, general restructuring costs, legal and consultation costs or even one-off expenses
from pensions within the framework of the switch to IFRS.
On the other hand, however, there was one-off income amounting to €8.18 million, in
particular from licensing out the CFD market makings. The calculation of these opposing
factors makes it clear that FinTech Group AG again achieved a substantially greater
operating result than was reported.
While the adjustment of one-off income produces a sales level reduced to €67.01 million,
the adjustment of one-off expenses shows that operating EBITDA was €26.90 million.
This demonstrates an operating EBITDA margin of 40.1% and is therefore significantly
higher than the reported IFRS value. In our opinion, the scale of the adjusted EBITDA
margin shows that the company will be moving in the direction of profitability in the years
ahead.
Revenue and EBITDA as reported and adjusted (in m€)
75.19
Revenue
EBITDA
EBITDA margin

67.01

40.1%

26.3%
26.90
19.74

as reported

adjusted

Source: FinTech Group, GBC

On account of the good sales and earnings situation, the consolidated result from the
continued areas (after minority interests) was €14.01 million with EPS amounting €0.88
per share. Consequently, the company was also clearly profitable at the net level already
in FY 2015.
However, the result of the discontinued business operations must also be taken into
account, including the results of AKTIONÄRSBANK, CeFDeX as well as XCOMpetence.
This contributed a total of €-15.76 million and will not arise again as of FY 2016 because
all three companies are now no longer included in the group of consolidated companies
of FinTech Group AG.
Taking into account the discontinued business, the consolidated result attributable to the
shareholders of FinTech Group AG was €-1.75 million, giving a total EPS of €-0.11 million.
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Balance sheet and financial situation
31/12/2013*
31/12/2014*
31/12/2015
In € millions
30.50
44.75
Equity
85.86
59.9 %
47.7 %
Equity ratio (in %)
7.1 %
0.14
28.18
Liabilities to customers
947.28
50.89
93.89
Total assets
1,208.24
3,527
4,023
Customer assets under management
5,770
Source: FinTech Group, GBC; *figures for 2013 and 2014 refer to flatex Holding AG

In terms of the balance sheet, the takeover of XCOM AG and, at the same time, biw
Bank AG produced a substantial increase in total assets, which is primarily due to the
consolidation of biw Bank AG's customer deposits. Moreover, customer deposits increased further during the course of the year due to the increase in customers, especially at flatex. At the end of 2015, the value of customer deposits was €947.28 million.
Accordingly, there was a disproportionately low increase relative to equity. This means
that the equity ratio of FinTech Group AG decreased to a normal banking level of 7.1%.
In a sectoral comparison with other banks, the equity ratio is therefore now within normal
parameters.
Equity is also the most important factor when dealing with the use of customer deposits,
as the issued loans need to be backed with corresponding equity in accordance with the
Basel regulations. Consequently, the equity of the banking subsidiary biw Bank AG in
December 2015 was enhanced by a capital increase from €20 to 35 million in order to
allow full use of the existing room for manoeuvre in the use of customer deposits for the
lending business.
Development of liabilities to customers /customer deposits (in m€)*
886

947

804
582
504
402

2010
2011
2012
2013
2014
Source: FinTech Group, GBC; *figures before 2015 refer to biw Bank AG.

2015

At the end of 2015, the cash reserves at central banks amounted to €415.52 million.
These cash reserves could not be actively used, and at present they are subject to negative interest due to the negative interest rates of the European Central Bank. With the
departure from the deposit-protection fund at the end of 2015, it was possible to reduce
these cash reserves massively during the first half of 2016 according to the company.
Consequently, the funds can be used in a more attractive way by developing a diversified loan book. Possibilities here include the offer of flatex flex credit or the alternative
deposit business through co-operation with ZINSPILOT. New opportunities in the sphere
of technology-based credit solutions are also conceivable here, and there are ongoing
discussions about this with potential partners.
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SWOT-Analysis
Stärken

Schwächen



Very strong customer base in B2C
business through flatex and ViTrade





Strong B2B expertise through biw
Bank

High volumes of customer deposits
are currently not being actively used,
but currently in negotiations with partners to use these (technology-based
peer-2-peer/consumer lending)



High tech capability in XCOM



Current group structure is still complex but being reorganised



Full banking licence gives plenty of
room for manoeuvre



Interest not generating any appreciable returns due to the current lowinterest environment, but the development of a diversified loan book
(treasury) is planned.



Large amount of development potential through high levels of currently
unused volumes of customer deposits



Promising cooperations with strong
partners (e.g. Commerzbank)

Chancen

Risiken





Other providers in the fintech sector
could meet customer needs better
and thus create competitive advantages



A stronger decline in the market could
lead to losses in value of equities held
by the company



The desired synergy effects between
the Group companies could take
longer to be realized than planned



Severe market fluctuations could
temporarily slow customer growth so
the medium-term growth objective
could not be achieved





An improvement in the equity position
at biw Bank AG would also open up
opportunities to use the customer deposits that have not yet been actively
used for consumer lending, for example
The regional expansion of the B2C
business at flatex could help accelerate growth in customer numbers and
customer deposits
Cooperations with strong partners
could also help accelerate the speed
of growth of FinTech Group AG



The sale of Aktionärsbank and the
transfer of CFD market making will
free up capital for other growth areas



Cost synergies though the use of a
single banking licence in the Group
should lead to much higher profits
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Estimates
P&L (in million €)

FY 2015
75.19

FY 2016e

FY 2017e

84.71

93.18

102.50

EBITDA (margin)
19.74 (26.3 %)
EBIT (margin)
17.24 (22.9 %)
Consolidated earnings
from continuing operations
14.01
(after minorities)
EPS from continuing operations
0.88
(after minorities)
Source: GBC

32.46 (38.3%)
29.46 (34.8%)

37.25 (40.0%)
34.00 (36.5%)

42.55 (41.5%)
39.05 (38.1%)

23.66

26.93

27.94

1.41

1.60

1.66

Revenue

FY 2018e

Revenue estimates
In recent months, FinTech Group AG has taken numerous steps to make optimum use of
the high level of customer deposits currently amounting to nearly €1 billion and to invest
them profitably. At the same time, the company has been pushing ahead with measures
to structure the offer of the online broker flatex in a more attractive way for customers
and to expand it, which is also supporting dynamic growth in the number of customers.
Finally, the company has also positioned itself for the B2B sector and expects to acquire
numerous new customers from this in the years ahead. The resulting successes have
already been announced in the first few months of 2016.
Concerning the B2C sector, the FinTech Group AG has already been able to increase
the number of customers substantially by over 30% to 176,600 in FY 2015 especially
due to high growth at flatex. The expansion to Austria played a role here since it acquired a larger proportion of new customers. After a competitor ceased trading, flatex
was very successful in filling the gap on the supply side in Austria and making good use
of it.
Number of customers
268,587
233,554
203,090
176,600
134,403

FY 2014

FY 2015

FY 2016e

FY 2017e

FY 2018e

Source: GBC

Moreover, the product range has recently been extended in various places. By cooperating with ZINSPILOT, customers are now able to invest their funds as call money or
term deposits in banks across the whole of Europe without flatex losing them as customers. Flatex customers can now make use of securities lending with an interest rate of just
3.9% via the flatex flex credit. Although both products were only launched a few weeks
ago, deposits with a value of over €50 million have been brokered already via ZINSPILOT and flatex flex credit with a value of more than €30 million taken up. This shows the
high requirements of customers for new, innovative banking products.
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And last but not least, flatex now offers, in co-operation with Morgan Stanley, certificates
and options under their own label. In this way, flatex customers are provided with one of
the most extensive ranges of structured products in Germany, which can at the same
time be traded with flatex at very low cost. The company expects a significant increase in
sales revenues with structured products from the co-operation and, at the same time, a
distinctly higher margin than with products of third party providers. The first certificates
have already been launched and more will follow in the coming weeks and months.
As a result of the sum of all the measures, we expect to see significant growth in the
number of customers again in 2016. Approximately 10,000 new customers have already
been acquired by flatex in the first half of 2016 according to the company. With this in
mind, we expect the 200,000 customer mark to be exceeded with further increases in the
years ahead.
The British referendum for an exit from the EU should also have a positive effect on
FinTech Group AG. First of all, it should be noted that flatex processed a record number
of trades after the day of the referendum without system failures, as was the case with
other brokers. Secondly, a Brexit may mean that London-based financial institutions may
relocate to continental Europe, which should benefit the B2B sector on account of the
demand for IT infrastructure and financial technology. According to the company, discussions are already underway concerning this matter.
In the medium term, flatex has taken on the goal of becoming a market leader for processing transactions. The technological bases are already well established for this with
the focus on growth as well as increasing transaction figures. The trading day following
the Brexit vote provided good evidence to support this. 80,000 trades were processed on
that day, three times more than on a normal trading day and thus a higher number than
ever before in the company's history. The flatex systems survived this load with no problem and did not report any failures, in contrast to some competitors. This makes it clear
that flatex can cope with the growth in customer figures without investing massively in
expanding the IT systems. In this way, it should be possible to scale the business well for
flatex with the above-mentioned measures and expansion of the services it offers.
Overall, we expect the ST&FS segment, driven in particular by flatex, to increase in FY
2016 to achieve sales revenue amounting to €50.63 million. We also expect double-digit
growth rates for the segment in subsequent years, especially because in 2017 the full
impact of sales from co-operation with Morgan Stanley and from flatex flex credit should
be felt.
Expected development of revenue by segments (in m€)
Other & Consolidation
TP & WLBS
ST & FS

1.82
1.65
1.50

1.49
50.63

55.70

61.26

45.22

28.48

32.58

35.84

39.42

2015

2016e

2017e

2018e

Source: GBC
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We likewise expect double-digit growth for the TP&WLBS segment due to organic and
inorganic effects. While on the one hand, the one-off revenue from licensing out the CFD
market making will arise in 2016, we must take into account the fact that XCOM AG was
not consolidated until 31/03/2015. Accordingly, there was no revenue contribution in Q1
2015. This will only provide an inorganic effect in 2016. The further increase of shares in
XCOM AG to over 75% will not have any impact on sales revenue because the company
is already fully consolidated. However, due to the lower minority interests, the result
attributable to the shareholders will probably improve.
However, further growth from the B2B segment should also result from this organically in
2016. The first announcements of success have already been posted by the FinTech
Group in the first few months of 2016. For example, co-operation with mwb fairtrade
Wertpapierhandelsbank has recently been increased. Although only the processing of
fund business had previously been taken over from biw Bank AG, this has now been
extended to the entire processing of securities. Furthermore, alongside the sale of the
Aktionärsbank, its buyer has been acquired as a customer. XCOM AG and biw Bank AG
are now taking over the technical and supervisory operation of the Obotritia bank. An
extension of the white label banking business is a clearly defined goal of FinTech Group
AG.
Last but not least, improving interest income is a further important aspect. With the departure from the deposit-protection fund and the strengthening of biw Bank AG's equity,
it is now possible for the company to make productive use of a substantially larger proportion of customer deposits. There is great potential here, especially in subsequent
years.

Earnings estimates
The result for 2015 was negatively impacted by a high, one-off charge. On balance, this
accounted for €7.16 million in ongoing business. After adjustment for these effects,
EBITDA already amounted to approximately €27 million in FY 2015. In FY 2016, the
predominant cessation of these effects will also have a substantially positive effect on
the reported EBITDA, and therefore the company could aim for an EBITDA margin of
40%. We definitely expect EBITDA of €32.46 million, which places us in the middle range
of the company's guidance range of €30-35 million.
Alongside the expected growth at flatex, XCOM and biw, XCOM’s inorganic contribution
to income should also have a small, growing impact. However, positive effects should
also emerge primarily from the optimised liability side, which will be reflected in increased profits.
Expected development of EBITDA (in m€) and EBITDA-margin
42.55

EBITDA
EBITDA margin

37.25
32.46
38.3%

40.0%

41.5%

19.74
26.3%

FY 2015
Source: GBC

FY 2016e

FY 2017e
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From FY 2017, we expect to see a 40% EBITDA margin. The margin increase may result
from the development of the loan book among other things, which generates high-margin
interest. For FY 2018, we also expect the absolute EBITDA threshold of €40 million to be
exceeded.
With regard to the tax burden, we do not expect a substantial increase in the next two
years. While the effective tax ratio in FY 2015 was 6.7%, we expect lower ratios of 1112% for 2016 and 2017. The background to this is the existing losses carried forward,
which will probably not be used up for 2-3 years. We do not anticipate an effective group
tax ratio of approximately 30% until after 2018.
With the latest increase in shares of XCOM AG from the previous level of 66% to the
current level of over 75%, minority interests should decrease again in the years ahead.
This will improve the result attributable to the shareholders of FinTech Group AG and will
bring about a corresponding increase in the EPS.
Expected development of return on equity (in %)
21.6%
19.7%
17.0%

16.3%
11.2%

FY 2014

FY 2015

FY 2016e

FY 2017e

FY 2018e

Source: GBC

Overall, we are convinced that FinTech Group AG will be able to generate further increases in results and margins in the current year and in the years ahead. A substantial
increase can also be expected for FY 2016 with regard to the return on equity as the
essential basis for our valuation model. After a value of 16.3% was recorded in 2015, we
expect a value of 21.6% for 2016. In the subsequent years, we anticipate in our model
calculation, based on the increasing return on equity capital in the course of higher profitability, a slight fall in the return on equity capital, whereupon it should then be above the
level of 2015 on an ongoing basis.
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V ALU ATION
Model selection
We used a residual income model to value FinTech Group AG, which uses the difference
between return on equity and cost of equity to determine the rate of return for the valuation period. Here we formulated specific expectations for annual net profit or loss for the
valuation periods of 2016 to 2018 and the resulting changes to equity. The generated
rate of return can be derived from this. The rate of return generated in a period is the
residual income for the financial year to be derived as a product with the equity. The
expected residual income is then discounted with the cost of equity to the valuation date.
In order to determine the final value, we place a premium on the current book value.
𝑇

𝐹𝑎𝑖𝑟 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑐𝑜𝑚𝑝𝑎𝑛𝑦 = 𝐸𝐾0 + ∑
𝑡=1

EK =
P=
t=

Equity
Premium on the book value
Valuation period

(𝑅𝑂𝐸𝑡 − 𝑟)𝐸𝐾𝑡−1 𝑃𝑇 − 𝐸𝐾𝑇
+
(1 + 𝑟)𝑡
(1 + 𝑟)𝑇

ROE = Return on equity
r=
Cost of equity
T=
final valuation period

Determination of cost of capital
The relevant discount rate to be used in the residual income model is the cost of equity.
In order to determine the cost of equity, the market risk premium, the company-specific
beta and the risk-free interest rate must be determined.
The risk-free interest rate is derived from the current structured interest rate curves for
risk-free bonds in accordance with the recommendations from the Fachausschuss für
Unternehmensbewertung und Betriebswirtschaft (FAUB, Special Committee for Business
Valuation and Business Management) of the Institut der Wirtschaftsprüfer in Deutschland
e.V. (Institute of Public Auditors in Germany). This is based on the zero bond interest
rate calculated using the Svensson Method published by the German Bundesbank. In
order to compensate for short-term market fluctuations, the average returns for the previous three months are used and the result is rounded up to the nearest 0.25 basis
points. The value currently used for the risk-free interest rate is 1.00 % (before: 1.50%).
We set a reasonable expectation for a market risk premium using the historical market
risk premium of 5.50%. This is supported by historical analyses of equity market returns.
The market premium reflects in a percentage the improved return expected from equity
markets relative to low-risk government bonds.
The unadjusted beta (raw beta) currently is 0.71 (source: ThomsonReuters). Since the
figure increased significantly compared to our Research Report (Initial Coverage) from
07/12/2015 (before: unadjusted: 0.48, adjusted: 0.65) we have not adjusted the beta
figure. Therefore we used the unadjusted beta of 0.71 to determine the cost of equity.
The cost of equity of 4.9% (before: 5.1%) (beta multiplied by the risk premium plus riskfree interest rate) was calculated using the assumptions made. In order to determine the
final value we also used a cost of equity of 4.9%.
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Valuation model and valuation result
Equity
Profit or loss for the period
Return on equity

2015

2016e

2017e

2018e Final Value

85.86

109.51

136.45

164.39

23.66

26.93

27.94

21.6%

19.7%

17.0%

Cost of equity

4.9%

4.9%

4.9%

4.9%

Rate of return

16.7%

14.8%

12.1%

12.1%

4.4

4.0

3.5

3.5

Residual income

14.34

16.24

16.50

405.85

Present value of residual income

14.02

15.14

14.66

360.56

Book value factor

17.0%

In view of the solid development opportunities for the next few years, FinTech Group AG
should be able to generate sustained return on equity of 17%. Assuming a cost of equity
of 4.9%, the final value should generate a long-term rate of return of ~3.5. With a final
value that assumes 0% converted growth, this corresponds to a valuation of 3.5 times
book value. In order to calculate the final value we have thus set a premium over book
value of 3.5.
Present value of the residual income 2016 - 2018 in € millions

43.81

Present value of the residual income final value in € millions

360.56

Total present value in € millions

490.23

Minority shareholdings*

10.90

Value of equity in € millions

479.33

Outstanding shares in millions

16.81

Fair value per share in €

28.50

Current share price in €

13.20

Growth potential

116.0 %

*the increase of ownership in XCOM AG to more than 75% is considered already

The total discounted residual income is €490.23 million. In view of the 16.81 million
outstanding shares, the fair value per share is €28.50. We are therefore slightly
increasing our previous target price of €26.85. In view of the current share price of
€13.20, there is an upward potential per share of over 100%. This therefore results
in a clear BUY rating.
In our opinion, the latest fall in the share price is largely due to the sale of shares
of SafeCharge amounting to 5%. However, this has no operational impact for
FinTech Group AG - the fall can be regarded as a mere technical effect. Furthermore, the banking sector as a whole is currently under pressure associated with
fears about the effects of Brexit. Nevertheless, FinTech Group AG is expected to
benefit from this scenario, as has already been explained. The potential of the
share has in this respect increased once again with the latest fall in price.
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ANNEX
Section 1 Disclaimer and exclusion of liability
This document is intended solely for information purposes. All data and information in this study come from sources that GBC regards
as reliable. In addition, the authors have taken every care to ensure that the facts and opinions presented here are appropriate and
accurate. Nevertheless, no guarantee or liability can be accepted for their correctness – whether explicitly or implicitly. In addition, all
information may be incomplete or summarised. Neither GBC nor the individual authors accept liability for any damage which may arise
as the result of using this document or its contents, or in any other way in this connection.
We would also point out that this document does not constitute an invitation to subscribe to nor to purchase any securities and must not
be interpreted in this way. Nor may it nor any part of it be used as the basis for a binding contract of any kind whatsoever, or be cited as
a reliable source in this context. Any decision relating to the probable offer for sale of securities for the company or companies
discussed in this publication should be taken solely on the basis of information in the prospectuses or offer documents which are issued
in relation to any such offer.
GBC does not provide any guarantee that the indicated returns or stated target prices will be achieved. Changes to the relevant
assumptions on which this document is based can have a material impact on the targeted returns. Income from investments is subject
to fluctuations. Investment decisions should always be made with the assistance of an investment advisor. This document cannot
replace the role of an advisor.
Sale outside the Federal Republic of Germany:
This publication, if sold in the UK, may only be made available to those persons who, in the meaning of the Financial Services Act 1986
are authorised and exempt, or persons as defined in section 9 (3) of the Financial Services Act 1986 (Investment Advertisement)
(Exemptions) Decree 1988 (amended version) and must not be transmitted directly or indirectly to other persons or
groups of persons.
Neither this document nor any copy of it may be taken into, transferred to or distributed within the United States of America or its
territories and possessions. The distribution of this document in Canada, Japan or other jurisdictions may be restricted by law, and
persons who come into possession of this publication should find out about any such restrictions and respect them. Any failure to
respect these restrictions may represent a breach of the US, Canadian or Japanese securities laws or laws governing another
jurisdiction.
By accepting this document you accept all disclaimers of liability and the restrictions cited above.
You can find the details of this disclaimer/exclusion of liability at:
http://www.gbc-ag.de/de/Disclaimer.htm
Legal information and disclosures as required by section 34b para. 1 of Securities Trading Act (WpHG) and Financial Analysis
Directive (FinAnV)
This information can also be found on the internet at the following address::
http://www.gbc-ag.de/de/Offenlegung.htm
Section 2 (I) Updates
A detailed update of the present analysis/analyses at any fixed date has not been planned at the current time. GBC AG reserves the
right to update the analysis without prior notice.
Section 2 (II) Recommendation/ Classifications/ Rating
Since 1/7/2006 GBC AG has used a 3-level absolute share rating system. Since 1/7/2007 these ratings relate to a time horizon of a
minimum of 6 to a maximum of 18 months. Previously the ratings related to a time horizon of up to 12 months. When the analysis is
published, the investment recommendations are defined based on the categories described below, including reference to the expected
returns. Temporary price fluctuations outside of these ranges do not automatically lead to a change in classification, but can result in a
revision of the original recommendation.
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The recommendations/ classifications/ ratings are linked to the following expectations:

BUY

The expected return, based on the derived target price, incl. dividend payments within the relevant time horizon is >= +
10 %.

HOLD

The expected return, based on the derived target price, incl. dividend payments within the relevant time horizon is > 10 % and < + 10 %.

SELL

The expected return, based on the calculated target price, incl. dividend payments within the relevant time horizon, is
<= - 10 %.

GBC AG's target prices are determined using the fair value per share, derived using generally recognised and widely used methods of
fundamental analysis, such as the DCF process, peer-group benchmarking and/or the sum-of-the-parts process. This is done by
including fundamental factors such as e.g. share splits, capital reductions, capital increases, M&A activities, share buybacks, etc.
Section 2 (III) Past recommendations
Past recommendations by GBC on the current analysis/analyses can be found on the internet at the following address:
http://www.gbc-ag.de/de/Offenlegung.htm
Section 2 (IV) Information basis
For the creation of the present analysis/analyses publicly available information was used about the issuer(s) (where available, the last
three published annual and quarterly reports, ad hoc announcements, press releases, share prospectuses, company presentations,
etc.) which GBC believes to be reliable. In addition, discussions were held with the management of the company/companies involved,
for the creation of this analysis/these analyses, in order to review in more detail the information relating to business trends.
Section 2 (V) 1. Conflicts of interest as defined in section 34b para. 1 of the Securities Trading Act (WpHG) and Financial
Analysis Directive (FinAnV)
GBC AG and the analysts concerned hereby declare that the following potential conflicts of interest exist for the company/companies
described, at the time of this publication, and in so doing meet the requirements of section 34b of the Securities Trading Act (WpHG). A
detailed explanation of potential conflicts of interest is also listed in the catalogue of potential conflicts of interest under section 2 (V) 2.
In relation to the security or financial instrument discussed in this analysis the following possible conflict of interest exists:
(5a,5b,6a,11)
section 2 (V) 2. Catalogue of potential conflicts of interest
(1) GBC AG or a legal person connected to them holds shares or other financial instruments of this company at the time of publication.
(2) This company holds over 3 % of the shares in GBC AG or a legal person connected to them.
(3) GBC AG or a legal person connected to them is a market maker or designated sponsor for the financial instruments of this company.
(4) GBC AG or a legal person connected to them has, over the previous 12 months, organised or played a leading role in the public
issue of financial instruments for this company.
(5) a) GBC AG or a legal person connected to them has over the last 12 months agreed to create research reports for this company in
return for payment. As part of this agreement the issuer was shown the draft of this analysis (excluding the evaluation section) prior to
publication.
(5) b) After receiving valid amendments by the analysed company, the draft of this analysis was changed.
(6) a) GBC AG or a legal person connected to them has over the last 12 months agreed with a third party to create research reports
about this company in return for payment. As part of this agreement the issuer was shown the draft of this analysis (excluding the
evaluation section) prior to publication.
(6) b) After receiving valid amendments by the third party, the draft of this analysis was changed.
(7) The analyst responsible for this report holds shares or other financial instruments of this company at the time of publication.
(8) The analyst responsible for this company is a member of the company's Executive Board or Supervisory Board.
(9) The analyst responsible for this report received or purchased shares in the company analysed by said analyst, prior to the time of
publication.
(10) GBC or a related legal party has closed an agreement with the underlying company regarding consulting services during the
previous 12 months.
(11) GBC or a related legal party has a significant financial interest in the analysed company, for example to get mandated by the
analysed company or to provide any kind of services (like the organization of fair, roundtables, road shows etc.).
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Section 2 (V) 3. Compliance
GBC has defined internal regulatory measures in order to prevent potential conflicts of interest arising or, where they do exist, to declare
them publicly. Responsibility for the enforcement of these regulations rests with the current Compliance Officer, Markus Lindermayr,
Email: Klebl@gbc-ag.de
Section 2 (VI) Responsibility for report
The company responsible for the creation of this/these analysis/analyses is GBC AG, with registered office in Augsburg, which is
registered as a research institute with the responsible supervisory authority (Federal Financial Supervisory Authority or BaFin, Lurgiallee
12, 60439 Frankfurt, Germany).
GBC AG is currently represented by its board members Manuel Hölzle (Chairman) and Jörg Grunwald.
The analysts responsible for this analysis are:
Felix Gode, CFA, Dipl. Wirtschaftsjurist (FH), Vice Chief Financial Analyst
Cosmin Filker, Dipl. Betriebswirt (FH), Financial Analyst
Other person involved:
Manuel Hölzle, Dipl. Kaufmann, Chief Financial Analyst
Section 3 Copyright
This document is protected by copyright. It is made available to you solely for your information and may not be reproduced or distributed
to any other person. Any use of this document outside the limits of copyright law shall, in principle, require the consent of GBC or of the
relevant company, should the rights of usage and publication have been transferred.
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