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HgT

A strong tech and IT services compounder

HgT’s portfolio of IT software and services companies providing mission-
critical, low-spend services to SMEs has maintained its strong sales

and earnings momentum on the back of the secular digitalisation trend.
Revenue and EBITDA growth in FY24 were 19% and 23% across HgT’s top
20 holdings (at an average 34% EBITDA margin) respectively. As valuation
multiples remained broadly stable and portfolio debt increased amid high
refinancing activity (which resulted in improved debt pricing), this led to

a 10.4% NAV total return (TR) in FY24. HgT maintains a healthy long-term
track record with five- and 10-year NAV TR of ¢ 18% pa. HgT’s manager, Hg,
remains committed to leveraging GenAl across its portfolio, noting some
initial promising progress, and it hopes to see a more meaningful impact
on the top and bottom line in the next one to two years. Therefore, it could
prove a good play on the rise of Al-powered applications following the
global investment in Al infrastructure (most notably chips and data centres).
HgT’s shares now trade at a 9% discount to NAV versus a slight premium at
end-2024.

Exhibit 1: HgT’s performance continued to be driven by strong trading in FY24
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Spend on software and services continues to grow

The digitalisation theme remains intact, supported by the structural demographic
trend of a declining working age population, which drives up labour costs in
developed countries and stimulates software adoption. According to Gartner’s latest
forecasts, published in January 2025, global spending on software and IT services
should increase by 14.2% and 9.0% in 2025, respectively (after growing by 12.0%
and 5.6% in 2024). We also note the improving private equity (PE) markets, with
PitchBook reporting a 35.4% rise in European deal value in 2024 (broadly in line
with the 37% rise globally, according to Bain & Co). European PE also saw robust
fund-raising of €122.3bn in 2024, close to the 2021 peak of €126.0bn.

Sustained high level of liquidity events

Hg delivered a considerable volume of liquidity events in 2024 and underlined that
all Hg fund vintages from 2012 to 2018 rank in the top quartile for distributed to paid-
in capital versus peers. This translated into £508m of gross proceeds from exits

and refinancings for HgT in FY24, of which ¢ £218m was reinvested in the same
companies. HgT’s total new and follow-on investments reached £606m in FY24. Hg
closed the Hg Saturn 4 fund, the latest vintage of its large-cap fund, to which HgT
made a US$1bn commitment.

NOT INTENDED FOR PERSONS IN. THE EEA

Investment companies
Listed private equity

26 March 2025

Price 485.50p
Market cap £2,222m
NAV 545.5p
Discount to NAV (9.0)%
Current yield 1.3%
Shares in issue 457.7Tm
Code/ISIN HGT/GB00BJOLT190
Primary exchange LSE
AIC sector Private equity
52-week high/low 545.1p 442.6p
NAV high/low 524.0p 500.5p
Net gearing 1.6%

Fund objective

HgT's investment objective is to provide
shareholders with consistent long-term returns
in excess of the UK All-Share Index by investing
predominantly in unquoted companies where
value can be created through strategic and
operational change.

Bull points

® Focus on resilient B2B software and services
companies with broad client bases.

= Portfolio companies continue to deliver solid
top- and bottom-line performances.

m Experienced investment team with a strong
long-term track record.

Bear points

= |nvestor rotation away from tech could
resume in the event of increasing risk
aversion.

= The impact of a worsening macroeconomic
environment on SMEs could result in reduced
net client additions across HgT's portfolio.

= High net leverage of portfolio companies,
but supported by high share of recurring
revenues, strong earnings growth and high
cash generation.

Analysts
Milosz Papst +44 (0)20 3077 5700
Katherine Thompson +44 (0)20 3077 5700

investmenttrusts@edisongroup.com
Edison profile page

HQgT is a research client of Edison
Investment Research Limited



< EDISON

Trading remains robust, though with slightly higher headwinds

HgT reported a robust 10.4% NAV TR in FY24, which was primarily driven by the strong trading performance of the
underlying portfolio (in line with HgT’s long-term track record) (see Exhibit 1). Growth in the last 12 months (LTM) to end-
December 2024 across HgT’s top 20 holdings (making up 76% of its portfolio of 55 investments by value) was 19% at
the revenue level and 23% at the EBITDA level (see Exhibit 2). This was achieved at a strong average EBITDA margin
of 34%. Organic revenue growth was 12% in FY24, with growth from M&A somewhat slower as Hg focused on its new
platform investments. As a result, HgT recorded a £517m (or 21%) positive impact from trading on its portfolio value. Hg
(HgT’s investment manager) noted that, while trading remains relatively robust, headwinds to growth increased slightly
throughout 2024, partly due to the impact of moderating inflation on nominal growth. According to Hg'’s analysis, listed
software companies have also experienced some softening in organic growth, by 1-2pp during the last year, though
margin expansion more than offset this. Headwinds to top-line growth across HgT’s portfolio are likely to be limited by
the largely defensive profile of its holdings, arising from offering low-spend, mission-critical solutions, and the fact that

growth has come largely from cross- and up-selling to existing customers rather than new client additions.

Exhibit 2: Revenue and EBITDA growth across HgT’s top 20 portfolio companies
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Multiples across HgT'’s portfolio remained broadly stable in 2024 (with a marginal £7m positive impact). The increase in
net debt across portfolio companies reduced portfolio gains by £181m (or 7%). HgT’s manager highlighted during the
FY24 analyst call that more than 20 portfolio companies benefited from debt package refinancing in 2024, resulting in
reduced margins, which partially offset the increase in base rates in recent years. As a result, there is no portfolio debt
across Hg's total portfolio maturing this year and 78% of debt matures in 2028 or later (see Exhibit 3). HgT’s average
net debt to EBITDA across its top 20 holdings remained stable at 7.4x, which at first glance may seem high, but is
underpinned by the high share of recurring revenues, strong earnings growth and high cash generation, and we note
that portfolio debt is managed by Hg's in-house debt specialists. Foreign exchange headwinds from the strengthening of
sterling against the euro had a slight negative impact on performance.

Exhibit 3: Debt maturity profile of portfolio holdings across Hg’s funds
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The trust’s share price TR in FY24 of 25.7% was even stronger than the NAV TR, resulting in the shares trading at
a slight premium to NAV at end-2024. HgT’s share price has softened recently, likely driven by a broader cooling of
sentiment towards tech as the initial ‘Trump trade’ gave away to concerns around US economic growth triggered

by President Trump’s recent decisions, especially around tariffs. As a result, HgT’s shares currently trade at a ¢ 9%
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discount to NAV (see Exhibit 4), which is still much narrower than the average 33% across the broader listed PE sector.

Exhibit 4: HgT’s historical discount to NAV
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HgT maintains a strong long-term performance track record with a five- and 10-year NAV TR to end-2024 of 18.2% and
18.1%, respectively, outperforming broad public indices (see Exhibit 5 and Exhibit 6). Its 12-month NAV TR to end-2024
was ahead of the UK All-Share Index (9.5%) and broadly in line with the MSCI World Small Cap Index (10.6%).

Exhibit 5: HgT’s five-year NAV and share price TR Exhibit 6: HgT’s NAV and share price TR versus
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Note: All figures in total return sterling terms. Note: Three-, five- and 10-year performance figures annualised.

Exhibit 7: Five-year discrete performance data

12 months ending Total share price return (%) Total NAV return (%) UK All-Share index (%) MSCI World Small Cap index
31/12/20 21.6 240 (9.8) 129
31/12121 39.8 439 18.3 173
31/12/22 (15.0) 54 03 (8.1)
31/12/23 26.3 111 79 9.8
31/12/24 257 104 95 10.6

Source: LSEG Data & Analytics, Edison Investment Research. Note: All % on a total return basis in sterling.

Promising initial progress in GenAl adoption

An important competitive advantage in the software space will be the successful deployment of GenAl tools. The
experience of Hg's Al team (consisting of 20 in-house data and Al experts and 50+ consultant specialists) has been
codified in Retina, a suite of Al-powered software-as-a-service (SaaS) tools available to Hg’s portfolio companies.
These cover areas such as business intelligence, data-driven decision-making for go-to-market and M&A sourcing. For
instance, Hg'’s solutions allow a portfolio company to identify potential customers similar to a given existing customer.

There are also many Al projects run by individual portfolio companies (Hg currently tracks more than 300 of them),
which, for now, are biased towards internal productivity measures in areas such as customer support and product
development, including code generation and modernisation. Some of Hg’s most advanced portfolio companies in terms
of Al adoption achieve an up to 90% automation rate in customer query handling, leaving the most complex tasks to
employees and in turn leading to a reduction in staff churn. That said, Hg remains confident in the potential of Al-enabled
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products, indicating that it has seen some early launches with rapid adoption at a premium price. For instance, one of
its accounting holdings introduced an Al layer on top of its original software to analyse accounting data and provide
the user with a set of actions, achieving strong client feedback. We believe this illustrates Al’'s potential for augmenting
(rather than replacing) software solutions offered by HgT’s portfolio companies.

Hg puts emphasis on allowing its portfolio companies to experiment (while setting clear boundaries, eg on the legal
side) and collaboration across portfolio companies to share their ideas and experience with Al projects. HgT's manager
highlighted last year that it had identified GenAl opportunities to improve its portfolio EBITDA by US$50m (which
represents 2pp of the 2024 margin). Hg has seen some initial promising progress at individual project level with a high
success rate and hopes to see a more meaningful impact on revenue and margins in the next one to two years.

Hg’s optimism towards the impact of Al SaaS business seems to be shared by other players in this area, for instance
Vista Equity Partners, a PE investor in enterprise software, data and technology companies. According to the Global
Private Equity Report 2025 published by Bain & Co, Vista believes that Al will rewrite the rule of 40 (which HgT’s
portfolio fulfils, see our June 2023 note for details) and drive the combined revenue growth and margin of SaaS
businesses to 50% or even 60%.

HgT made a US$1bn commitment to Hg Saturn 4

HgT’s pro-forma liquid resources at end-2024 stood at £376m and included £22m of cash and cash equivalents and

the £354m undrawn part of its £375m credit facility. This covers 26% of HgT’s pro-forma outstanding commitments of
£1.4bn, which already accounts for the US$1bn post period-end commitment to Hg Saturn 4, Hg’s latest vintage of its
large-cap fund (investing in transactions requiring more than €1bn of equity). Saturn 4 should start investing in 2025, but
we note that the drawdown of HgT’s commitment to the fund (similarly to commitments made by other limited partners
(LPs) to Hg funds) will be delayed by 12 months, thanks to the use of underlying fund-level credit facilities, which bear
an interest rate that is well below that of HgT’s revolving credit facility, according to Hg. The total outstanding balance

of underlying fund-level facilities attributable to HgT across all Hg funds stood at £364.1m at end-2024 (up ¢ 2% from
£355.8m at end-2023).

Exhibit 8: HgT’s coverage ratio
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Note: *Pro-forma at end-2024 adjusted for the Hg Saturn 4 commitment, all announced transactions, currency movements and the
declared dividend.

While the 26% commitment coverage ratio may seem low at first glance, we note that most of these commitments will
be drawn over three to four years and will be partly funded from realisations, which for HgT averaged c £430m pa over
the last three years. HgT expects only £274m to be called in the next 12 months and believes that a further £145m will
not be called at all (see Exhibit 9). Finally, we reiterate that HgT benefits from a unique provision that allows the trust to
opt out of any commitments it made to Hg funds without any penalty (though the trust does not intend to use it in normal
market conditions).
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Exhibit 9: Breakdown of HgT’s outstanding commitments
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Source: Hg data, Edison Investment Research. Note: Includes the Hg Saturn 4 commitment.

HgT’s investment activity picked up in 2024

HgT’s total investment activity picked up significantly in 2024 to £606m (vs a mere £73.5m in 2023), of which £109m
were co-investments (free of management and performance fee). The share of co-investments in HgT’s portfolio
therefore rose to 9% at end-2024 compared to 5% at the start of the period, on track to reach HgT’s target of 10—
15% over the medium term. Hg expects that HgT’s co-investment portfolio will expand based on a granular set of new
opportunities, especially in the Saturn funds.

After the reporting date, HgT invested (via the Hg Mercury 4 fund) £4.8m in Scopevisio, which offers an integrated
holistic business automation platform for commercial solutions, particularly finance and accounting. HgT’s portfolio
companies remain active in terms of bolt-on acquisitions, with around 300 transactions completed in 2024. This
sustained activity is important given the potential for realising synergies, as well as the fact that these acquisitions are
often performed at valuation multiples lower than that of HgT’s platform company.

AuditBoard was the largest new investment in FY24

HgT’s 2024 investments include ¢ £258m (or ¢ 11% of opening NAV) deployed into nine new platform investments
(across a broad range of sizes and Hg's ‘sweet spot’ clusters), of which by far the largest (representing 4.4% of HgT’s
end-2024 portfolio value) was the £114.5m investment in AuditBoard in July 2024. Founded in 2014, the company is
a US cloud-based connected risk platform transforming audit, risk, compliance and ESG management, serving more
than 2,500 customers, including 50% of the Fortune 500 companies. The company’s revenue is 95% recurring, based
on annual subscriptions with three- to five-year average contract lengths, and its LTM annual recurring revenue is up
by more than 30%. Hg believes that AuditBoard has ample opportunities to consolidate the fragmented market. Hg
also identified multiple value-creation levers, including product innovation and cross-sell, margin improvement through
operational initiatives across hosting, R&D, sales and marketing, as well as international expansion.

Some of HgT’s other new investments include Ivalua (a provider of global spend management cloud solutions, £37.8m
invested), Ncontracts (a provider of a governance, risk and compliance platform to financial institutions, £31.4m
invested) and Focus Group (a UK provider of essential business technology to SMEs, £21.9m invested).

Close to half of HgT’s 2024 investments were reinvestments

Hg’s approach allows for investing part of the capital of new vintages of Hg funds into high-conviction portfolio
companies held by older Hg funds to run winners for longer and in that way continue participating in the strong secular
digitalisation theme.

The above-mentioned transactions often involve companies that ‘graduate’ from an Hg small-cap fund (Mercury, deals
with over €100m in equity) or mid-cap fund (Genesis, over €500m in equity per deal) to Hg'’s large-cap fund (Saturn), or
from a Mercury fund to a Genesis fund. Hg offers its LPs (including HgT) the opportunity to realise their investment in
these businesses when the older-vintage Hg fund approaches the end of its life and returns capital. Investors may then
decide to reinvest the proceeds and effectively extend their holding period of these assets by making commitments to
new vintages of Hg funds. These reinvestments are normally made alongside new external investors, which typically
account for at least 20-30% of capital or a significant absolute amount, providing third-party validation of the valuation
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for the transaction. HgT has carried out this kind of reinvestment on multiple occasions given that it invests exclusively
through (or alongside) Hg funds. Nearly £300m (or close to half) of HgT’s 2024 investment volume is attributable to five
such follow-on transactions (Visma, IRIS, GGW Group, Septeo and Azets), which involved the reinvestment of part or all
proceeds HgT received from one Hg fund into the same businesses via another Hg fund.

Visma: Growing strongly despite becoming a large business

The rationale for running some winners for longer is well illustrated by Visma, a provider of cloud software to SMEs
and the public sector, in which Hg’s first investment (a take-private deal) dates back to 2006. HgT reinvested £49.8m
of its 2024 exit proceeds and invested a further £76.5m in May 2024, bringing Visma'’s share in HgT’s total portfolio to
12.8% at end-2024 (and making it HgT’s largest holding). The transaction involved adding around 20 new investors to
the shareholder register with a total equity investment of more than €1bn (on top of €3bn in investments from existing
shareholders). Visma was also the largest positive contributor to realised and unrealised movements in HgT’s portfolio
valuations, with £74m (or 3% of HgT’s opening NAV). Despite becoming a sizeable business (and a potential IPO
candidate in the not-so-distant future) with close to 2m customers and 2024 revenue of €2.8bn, it maintains solid
momentum with 19.5% y-o-y growth in its customer base and a 17.3% y-o-y increase in revenue in FY24 (bringing

its 10-year CAGR to 18.9%), see Exhibit 10. lts Q424 revenue growth was 13.6%, of which 10.0% was organic. The
company generated an EBITDA margin of 31.8% in FY24, up from 29.5% in 2023 and broadly consistent with the
average EBITDA margin across HgT’s top 20 holdings, leading to an EBITDA increase of 26.7% y-0-y to €893m in
FY24. Visma’s pre-tax profit grew more slowly, at ¢ 10% y-0-y to ¢ €185m, due to rising finance costs (€346m in FY24
vs €240m in FY23), but its net debt to EBITDA was moderate at 2.5x at end-2024 and the company held a significant
amount of cash and equivalents of €1.1bn.

Exhibit 10: Visma’s revenue and EBITDA
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Source: Visma, Edison Investment Research

Hg has also seen a good long-term historical performance from Access Group, HgT’s second-largest holding at
end-2024 (with a 9.8% share of portfolio value). The ERP and payroll business saw revenue and EBITDA increases

of more than 50% (and an almost doubling of its customer base) since Hg Saturn 3 initially invested in the business in
2022. Access Group reported solid revenue growth of 19% to £1.0bn in the financial year to end-June 2024, with 92%
recurring revenue (vs 91% in FY23). It grew its adjusted EBITDA by 16% y-o-y to £412m and achieved an adjusted
EBITDA margin of 41% (vs 42% in FY23). Access Group’s valuation was reduced by £35.9m in HgT’s books in 2024
due to a contraction in the valuation multiple, as underwritten by Hg in the investment case, coupled with some tougher
trading lately.

Significant liquidity events in 2024

HgT’s manager delivered a considerable volume of liquidity events in 2024, and Hg underlined that all Hg fund vintages
from 2012 to 2018 rank in the top quartile for distributed to paid-in capital versus peers. This translated into £508m of
gross proceeds from exits and re-financings to HgT, or 22% of opening NAV (consistent with the average for 2019-24 of
23%). We note that around £218m of these gross realisation proceeds in 2024 were reinvested in the same companies
(see Exhibit 11). HgT completed two full exits in 2024 to external investors (Argus and TeamSystem) without reinvesting
proceeds, receiving ¢ £85m in total.
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Exhibit 11: HgT’s major realisations in 2024
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HgT achieved a strong 3.7x multiple on invested capital (MOIC) and a 38% internal rate of return (IRR) on its six full
realisations in 2024: IRIS, GGW Group, Argus, team.blue, TeamSystem and Dext (which was sold to IRIS). The trust’s
full and partial realisations continue to be realised at uplifts to previous carrying values, which in 2024 stood at an
average of 15% compared to the quarter prior to signing the transaction. Post the reporting date, the trust completed the
recapitalisation of Citation Group (a provider of tech-enabled compliance and certification solutions to SMEs), as part of
which HarbourVest Partners became a new shareholder of the company. The transaction values HgT'’s holding at 8%
above its end-September 2024 carrying value and resulted in ¢ £13m of net proceeds. Furthermore, HgT announced the
partial sale of Trackunit, a SaaS and operating data platform provider for the construction ecosystem, at a 6% uplift to
end-December 2024 carrying value, with an expected £21.1m in net realisation proceeds.

The valuation uplifts seem to have been somewhat more limited recently compared to what HgT has enjoyed in the past,
which is due to 1) a less favourable pricing environment for larger deals, 2) a more limited level of ongoing M&A across
the portfolio (which can drive valuations up during the sales process) and 3) lower activity of trade buyers (none of HgT’s
deals in 2024 was to an external strategic investor). The third point is consistent with the modest activity of corporates
reported across European PE exits by PitchBook in 2024, which resulted in the share of sponsor-to-sponsor deals by
count reaching 51.1% (vs a 10-year average of 40%). The European PE market saw some initial revival in exit activity

in Q424, leading to increases in exit value and deal count of 5% (to €287.9bn) and 18.6% y-o-y in 2024, respectively,
according to PitchBook. That said, we note that there is a significant overhang of holdings ripe for an exit across the
broader PE market, which may act as a near-term constraint to a more significant expansion of exit valuations. But

we reiterate that HgT’s main historical driver of returns has been growth in earnings rather than expansion of market
multiples.

HgT | 26 March 2025 7
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General disclaimer and copyright

This report has been commissioned by HgT and prepared and issued by Edison, in consideration of a fee payable by HgT. Edison Investment Research standard fees are £60,000 pa for the production and broad
dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for the provision of roadshows and related
IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services.

Accuracy of content: 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 the accuracy or completeness
of this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. 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.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should 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 securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities 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, subject to
Edison's policies on personal dealing and conflicts of interest.

Copyright 2025 Edison Investment Research Limited (Edison).

Australia

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

New Zealand

The research in this document is intended for New Zealand resident professional financial 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. 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 (i.e. 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.

United Kingdom

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or sol icitation for investment in any securities 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.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPQO") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning
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