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Record exit underpinning the NAV

IP Group’s realisation activity has picked up notably in the months leading
up to the company’s interim results publication in September, encouraging
the company to increase the current buyback programme by £10m to
£30m. Subsequently, IP Group agreed to sell the Al-powered financial
crime detection business Featurespace to Visa. The exit will result in
£134m in realisation proceeds at a 70% uplift to end-2023 carrying value,
part of which was recognised in the H124 results, translating in a broadly
stable value of IP Group’s private holdings. The de-rating of listed Oxford
Nanopore (ONT) was therefore the major driver behind IP Group’s 9% NAV
fall in total return (TR) terms in H124 to 104.7p, though nearly half of the
ONT share price fall was reversed post end-June 2024, assisted by its half-
year trading update and the

IP Group’s historical results highlights

Net cash* Portfolio fair NAV NAV/share Price/NAV
Period end (Em) value** (Em) (Em) (p) (%)***
12/22 160.1 1,259 1,376 132.9 (58)
06/23 M7 1,276 1,314 126.7 (55)
1223 91.7 1,165 1,190 114.8 (49)
06/24 29.2 1,111 1,072 104.7 (60)

Note: *Includes restricted cash but not funds held on behalf of Enterprise Investment
Scheme/venture capital trust investors. **Portfolio fair value includes US platform and other
LP interests. ***Based on share price at respective period end.

Offering access to disruptive innovation

IP Group allows investors to tap into the vast opportunity set of early-stage,
innovative private companies (including university spin-offs), with a particular focus
on the UK. We believe these companies are pursuing projects that relate to some
of the most compelling investment themes over the next decade, spanning life
sciences, deeptech (eg applied Al, next-generation networks, human-machine
interface, quantum computing) and cleantech (eg hydrogen, nuclear fusion, electric
vehicles). We note that the UK government has put tech innovation high on its
agenda, as illustrated by 1) the Science and Technology Framework, 2) the R&D
tax regime and 3) the Mansion House reforms, among others. The Mansion House
reforms could potentially unlock £50bn in pension fund capital by 2030 for unlisted
equities, part of which would likely be invested in early-stage UK tech businesses.

Making progress in crystallising portfolio value

IP Group’s technical know-how, market knowledge, global relationships and
evergreen structure make it well suited to support innovative businesses. IP
Group’s recent realisations, as well as management’s expectations of further exits
at or above carrying value through to end-2025, indicate that positive momentum is
building across its portfolio. This should be put in the context of the current 52%
discount to NAV. The company remains focused on doubling down on a narrow set
of more mature, growth-stage businesses to generate returns. While most of these
are yet to generate significant revenue, and the performance of most of IP Group’s
private life sciences portfolio is dependent on positive clinical trial results, we
underline the high disruptive potential of many of IP Group’s portfolio holdings.

H124 results
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Private portfolio value largely unchanged in H124

Featurespace: IP Group’s success story

While IP Group reported a broadly stable private portfolio value in aggregate in H124, we highlight
the ¢ 55% positive revaluation of Featurespace, an Al-powered fraud and financial crime detection
business (with clients such as HSBC, Worldpay and NatWest), which delivered strong top-line
growth of 46.5% in 2023 to £50.4m. IP Group underlined that this is significantly above the growth
rate in the broader market and was supported by successful deployment of software to direct and
indirect customers through transactional and licensing deals. The share of the company’s recurring
revenues increased to 79% in 2023 from 70% in 2022, and IP Group expects the business to
approach £100m in revenue by 2025 or 2026.

After reporting date, IP Group announced that Visa has signed a definitive agreement to acquire
Featurespace for an undisclosed sum, and that IP Group expects to receive a £134m cash
consideration for its 20.1% stake in the business (£119m upon deal completion and £15m being a
deferred consideration). The price of this large, record-breaking transaction for IP Group will
translate into a further £14m increase versus the end-June 2024 carrying value of IP Group’s stake
(£51m or 70% vs end-2023), net of carried interest and deal costs. IP Group was the first
institutional investor in the business in 2012 (which onboarded the current CEO Martina King
shortly thereafter) and, as the company’s largest shareholder has since invested £22.9m (of which
£10m was in 2022), which means that the multiple on invested capital (MOIC) that will be realised
by IP Group upon receipt of the full cash consideration stands at a healthy 5.9x.

Lower valuations of First Light Fusion and Ultraleap Holdings

The strong performance of Featurespace helped offset a further carrying value reduction of the
nuclear fusion business First Light Fusion and a partial write-down of Ultraleap Holdings, a human-
machine interface business.

First Light Fusion (c 4% of total portfolio value at end-June 2024) is yet to complete its Series D
funding round as the funding available for nuclear fusion projects in the market has not returned to
2021 levels. As a result, it was marked down (based on input from a third-party expert) by 24% in
H124. Meanwhile, IP Group’s management highlighted that the business achieved a major
technical milestone in February 2024 as it became the first fusion company to successfully fire a
shot on the Z Machine of Sandia National Laboratories (the largest pulse power machine globally),
breaking the machine’s pressure record (achieving higher pressures is critical in fusion energy
development). IP Group highlighted that this also validates the company'’s ability to work with third-
party facilities, potentially opening the door for a more capital-light business strategy. As part of this
strategy, the company could provide its unique amplifier technology to various inertial confinement
fusion energy programmes, potentially allowing it to generate revenue sooner (and give IP Group
the opportunity for an exit through a trade sale). Finally, the company recently appointed Graham
O’Keeffe as acting CEO, replacing the company’s co-founder Nick Hawker, who became chief
scientific officer. Graham is an experienced manager in the deeptech sector who navigated
DisplayLink through a turnaround and sale to Synaptics.

Ultraleap Holdings was written down by £26.5m from £31.0m at end-2023 amid the company’s
restructuring and headcount reduction. The company has two complementary technologies: mid-air
haptics (a technology that transmits tactile information via ultrasound waves using sensations such
as vibration, touch and force feedback) and hand tracking. IP Group mentioned the changing
dynamics and slower customer adoption in the extended reality (XR) sector, which we believe are
at least partly due to the shift in emphasis of big tech companies from the metaverse to Al.
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Furthermore, we understand that many companies in the sector are integrating their own hand-
tracking capabilities into their XR headsets, reducing the need for standalone solutions like those
from Ultraleap.

Exhibit 1: Drivers of private portfolio value changes in H124
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Four positive clinical trial results and only one failure in H124

Four companies reported positive clinical trial results in H124: Mission Therapeutics (Parkinson’s
disease), Storm (oncology), Kynos (acute and chronic inflammatory disorders) and Abliva (primary
mitochondrial disease). While these are certainly positive developments, the H124 aggregate
upward revaluation of these four holdings was only ¢ £4.9m (c 0.4% of IP Group’s opening portfolio
value) and they represented ¢ 4% of end-June 2024 portfolio value. Three of these companies
reported positive results for Phase | or interim Phase | trials (which focus on the safety profile and
dosage of the drug rather than efficiency), while another reported positive results for an interim
Phase Il trial (Abliva). With respect to the setback of Oxular’s Phase I trial, we note that this was
already factored in the end-2023 results and therefore had no major impact on IP Group’s NAV TR
performance. Overall, the carrying value of IP Group’s life sciences portfolio excluding ONT was
reduced slightly by £4.2m in H124.

The key potential near-term NAV catalyst in the private life sciences portfolio remains Istesso,
which is yet to announce the Phase llb clinical trial results for Leramistat (MBS20320) in
rheumatoid arthritis. While there has been some delay in publishing the results (which IP Group
initially expected in H124), this is not uncommon for clinical trials and does not suggest any
particular trial outcome. Istesso was valued at £127.6m in IP Group’s books at end-June 2024 (ie
around 11% of total portfolio value and around 30% of IP Group’s life sciences portfolio excluding
ONT).

Beyond Istesso and the five clinical trial results released in H124, IP Group has nine companies
expecting clinical trial readouts in 2024 or 2025 (of the 14 clinical-stage holdings and the total 33
life sciences companies in its portfolio), which in total make up ¢ 12% of IP Group’s end-June 2024
portfolio (and 31% of its life sciences portfolio excluding ONT), see Exhibit 2. We note that IP
Group’s returns may benefit from a revival in biotech M&A on the back of the recent onset of
monetary easing in the US, as well as the persistent need of big pharma companies to fill their drug
pipelines ahead of a major patent cliff. IP Group’s management expects at least one deal
(acquisition or a licensing agreement) in the next six months.

IP Group | 11 October 2024 3
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Exhibit 2: Clinical trial results expected across IP Group’s life sciences portfolio

. . . . . .
Therapeutics: within a milestone-rich window ke ot 2l3 24
Negative results received in Hl 24
PORTFOUO  VAWEEm  COMPANY 2
Phase 2
Phase 1/2
Phase 1/2
ONCOLOGY
Phase 1/2
Phase 1/2
Phase 1b
Phase 2b
Phase 2
Phase la : Phaselb
Phase 1
Phase 3
Phase 2a
Phase 2b
Phase 2/3

| reod out in HI. 24, PLMAD still exper

ip group

Source: IP Group

ONT'’s share price rebounded strongly post reporting date

IP Group’s 9% NAV fall in TR terms in H124 was primarily driven by the de-rating of listed ONT.
One of the catalysts for the decline, apart from the overall challenging market environment, was
weak quarterly results of major US peers (eg lllumina). That said, we note that nearly half of ONT’s
share price decline in H124 has reversed post reporting date, supported by its half-year trading
update and the . In the half-year trading update, ONT reiterated its
guidance for 2024 and the medium term, and it continues to target adjusted EBITDA break-even in
2027 and cash flow break-even in 2028. The company expects 20-30% underlying life sciences
research tools (LSRT) revenue growth in FY24 on a constant currency basis at a gross margin of
€ 57% (vs 53.3% in FY23 and 56.3% in FY22). It also aims for a medium-term (ie FY27) growth rate
of more than 30% per year on a constant currency basis, and an LSRT gross margin of more than
62% by FY27.

We believe that the positive market response in recent months may have been assisted by ONT’s
gradual revenue diversification away from the core research market (70% of revenue in H124),
which faced headwinds from weaker demand in China amid US semiconductor export restrictions,
into biopharma (9%), clinical (9%) and applied industrial (12%) markets, which should be important
growth drivers going forward. We also note that ONT potentially may be included in the UK flagship
index of top 250 companies once the golden shares expire in October.

An encouraging pick-up in realisations

IP Group has seen an uptick in exits in the year to date, most notably the above-mentioned £134m
successful realisation of Featurespace, as well as further exits that yielded cash proceeds of
£44.6m. IP Group’s realisations announced or closed to date represent ¢ 15% of its end-2023
portfolio value. Beyond Featurespace, a notable transaction was the sale of IP Group’s 23.6%
stake in Garrison Technology (one of IP Group’s key deeptech holdings) to Everfox, resulting in
£30m in realisation proceeds for IP Group (see our for details). The transaction was
an encouraging step in crystallising IP Group’s portfolio values, as it was completed at a price
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broadly in line with previous carrying value. The sale consideration implies an MOIC of just over
2.2x over IP Group’s holding period (IP Group gained exposure to Garrison through the acquisition
of Touchstone Innovations in 2017, which backed Garrison’s seed round in 2015). This is quite a
solid result, even if somewhat below the level that would be considered a very successful venture
capital investment (3x or more).

IP Group highlighted during the H124 investor presentation (before the Featurespace
announcement) that it is experiencing strong investor interest in its assets and has a robust pipeline
of further exits through to end-2025 (some of which are at an advanced stage), which it expects to
conduct at or above the end-2023 carrying values. Moreover, IP Group could receive an additional
capital return from Intelligent Ultrasound Group following the sale of its clinical Al business to GE
HealthCare at an enterprise value of £40.5m, a valuation representing 33.8x the FY23 revenues at
a 70.9% premium to Intelligent Ultrasound Group’s last closing share price at the time of the
announcement. Following the disposal, Intelligent Ultrasound will retain its simulation business,
which generated total revenues of £10m in 2023.

Current share price implies a ¢ 75% discount to private
portfolio holdings

The percentage of down rounds has recently increased across the venture capital market, and IP
Group reported eight new funding rounds across its holdings in H124 (versus 14 in H123), three of
which were down rounds. However, these down rounds had a limited £11m impact on H124
portfolio valuations, as IP Group proactively reduced the carrying value of these holdings in FY23.
This, together with IP Group’s recent and expected further realisations at or above carrying value,
illustrate the company’s fairly prudent valuation approach and should be viewed in the context of
the current wide ¢ 52% discount to NAV, which is above the 20% threshold for conducting further
NAV-accretive buybacks. The company recently increased the current buyback programme by
£10m to £30m.

After stripping out IP Group’s net cash and equivalents (including the Featurespace consideration)
and the value of IP Group’s listed holdings (based on last closing price) from its current market cap,
we arrive at an implied private portfolio value that is around 75% below IP Group’s carrying value.
We acknowledge that most of IP Group’s top 20 holdings are not generating significant revenue yet
as they are at a pre-revenue or initial revenue stage. This includes First Light Fusion, Oxa and
Hysata, as well as its unlisted life sciences companies that are mostly clinical-stage businesses
(except for Hinge Health). The investment case of the life sciences businesses is characterised by
a binary outcome (dependent on future clinical trial results). Many of IP Group’s businesses will
require further funding before they reach cash flow/EBITDA break-even, part of which will likely
come from IP Group. Around 34% of IP Group’s portfolio (including ONT and Featurespace) was
funded to break-even at end-June 2024, though these holdings may decide to raise further funds to
fuel their growth if needed. Another ¢ 35% of the portfolio had a cash runway to 2026 and beyond
and only 2% to H224 (see Exhibit 3).

That said, the current discount that the market applies to IP Group’s private holdings seems wide
considering their high long-term disruptive potential and large addressable markets, especially in
the case of key holdings that IP Group sees as possible future unicorns (ie valued at US$1bn or
more). For instance, Hysata (in which IP Group held a 37.0% stake at end-June 2024) is
developing a novel capillary-fed electrolyser that offers the prospect of affordable green hydrogen,
which the International Renewable Energy Agency expects (together with hydrogen derivatives) to
account for 14% of total final energy consumption by 2050. Another example is Oxa, a commercial-
stage developer of autonomous software for any type of self-driving vehicles. IP Group cites a
McKinsey study that estimates around 70% of off-road vehicles sold by 2030 will be autonomous.
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Moreover, we note that IP Group’s life sciences portfolio consists of 33 holdings, and even the
success of only some of these may lead to outsized returns for IP Group.

Exhibit 3: Breakdown of IP Group’s portfolio by cash runway
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Source: IP Group, Edison Investment Research. Note: Covering investments with a value of more than £4m,
representing more than 86% of IP Group’s equity and debt investments.
IP Group’s pro forma gross cash and deposits (after accounting for received exit proceeds) as at
end-August 2024 was £183.7m, while its gross debt at end-June 2024 was £132.1m. Together with
the proceeds from the Featurespace exit, this provides the company with a solid base to further
support its portfolio companies. We also note IP Group’s efforts to reduce overheads net of income
to £8.7m in H124 (0.8% of end-June 2024 NAV) versus £10.3m in H123. IP Group aims to reduce
the net overheads run rate by 25% by the end of 2024.

Doubling down on key holdings

IP Group’s portfolio companies raised a total of £380m in H124 versus £298m in H123 and £667m
in FY23. This includes an oversubscribed US$111m Series B round completed by Hysata, which
was an up round reflected in the end-2023 valuations (as its first close was at the end of 2023). The
company will use the funding to expand its production capacity at its manufacturing facility near
Sydney and for further technology development with the aim of reaching gigawatt-scale
manufacturing.

There were also three major funding rounds among IP Group’s life sciences holdings: 1) £35m was
raised by Genomics, which has developed a unique rapid genetic screening platform that enables a
prevention-first approach to healthcare; 2) £26m was raised by Enterprise Therapeutics to fund its
Phase lla clinical proof-of-concept trial in cystic fibrosis; and 3) Mission Therapeutics raised £25m
to progress its clinical candidates in mitophagy. Both Enterprise Therapeutics and Mission
Therapeutics are funded through to the next clinical milestone and value inflection point, according
to IP Group.

IP Group investments in H124 were primarily focused on supporting existing holdings and it
contributed £49.1m, including an £11.7m investment in Hysata, £10.0m in Istesso, £3.7m in
Pulmocide and Mission Therapeutics each, as well as £3.1m in Genomics. Together with the
£21.9m investments from IP Group-managed funds, this represents ¢ 19% of the total capital raised
across |IP Group’s portfolio in H124 (vs 13% in FY23 and 12% in FY22, see Exhibit 4).
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Exhibit 4: IP Group leverages significant third-party capital to support its portfolio
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Exhibit 5: Financial summary

Year end 31 December
INCOME STATEMENT
Portfolio returns

Fee income

Revenue

Cost of sales

Gross Profit

Carried interest charge
Operating costs
Investment and acquisition costs
Normalised operating profit
Exceptionals

Share-based payments
Reported operating profit
Net Interest

Profit Before Tax (norm)
Profit Before Tax (reported)
Reported tax

Profit After Tax (norm)
Profit After Tax (reported)
Minority interests

Net income (normalised)
Net income (reported)

Basic average number of shares outstanding (m)
EPS - basic normalised (p)

EPS - diluted normalised (p)

EPS - basic reported (p)

Dividend (p)

Net overheads (operating costs less fee income)/NAV (%)

BALANCE SHEET
Fixed Assets

Intangible Assets
Tangible Assets
Investments
Investments in Associates
Current Assets

Stocks

Cash & equivalents
Deposits

Current Liabilities
Creditors

Lease liabilities

Short term borrowings
Long Term Liabilities
EIB loans

Other borrowings
Lease liabilities

Other long term liabilities
Net Assets

Minority interests
Shareholders' equity
Hard NAV per share (p)

CASH FLOW

Op Cash Flow before WC and tax
Revaluation of investments held at fair value through P&L
Working capital

Exceptional & other

Net operating cash flow

Capex

Acquisitions/disposals

Equity financing

Dividends

Other

Net Cash Flow

Opening net debt/(cash)

FX

Other non-cash movements
Closing net debt/(cash)

Source: IP Group accounts, Edison Investment Research
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04

11
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0.0
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0.0
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11419
05
11414
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(72.6)
46.1
14.1
(34)

(17.3)
©.7)
(9.3)
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0.0
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(1212)
0.0
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(112.4)

17.5
0.0
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1,162.7
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2892
18.9
1276
1427
(26.4)
11.0)

FY22
IFRS
(309.1)
74
(302.0)
0.0
(302.0)
(12.0)
(27.4)

(341.4)
0.0
2.9
(344.3)
08
0.0
(340.6)
1.0)
(339.6)
(344.5)
0.0
(339.6)
(344.5)

1,060
(32.8)
(32.8)
(33.3)

122

(.1

(158.5)
(75.1)
(19.5)

(63.9)
1,376.1
(5.6)
13705
1329

(340.8)
(495.4)

(19.0)
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This report has been commissioned by IP Group and prepared and issued by Edison, in consideration of a fee payable by IP Group. 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 upfrontin 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: Copyright 2024 Edison Investment Research Limited (Edison).

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Re presentative (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.

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.

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation 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 "FPQ") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this document be
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document.

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

Edison relies upon the "publishers' exclusion” from the definition of investment adviser under Section 202(a)(11) of the Inve stment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide

publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison does not
offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that
any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person.
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