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Q1 - trading on track 

Fairpoint’s AGM statement confirmed performance in line with management expectations 

in the first three months of the financial year. That completes what is typically the group’s 

quietest and arguably least illuminating quarter, but we take reassurance in 

confirmation that finances are on track, which is at odds with the dip in the share 

price which followed the announcement. 

The detail doesn’t justify the negative response either. Growth in Legal Services 

generally compensated for slower than anticipated growth in conveyancing (c 10% of 

divisional revenues). That area of the business still growing, albeit currently more slowly 

than expected on the back of below forecast housing transactions.  

A more detailed update – covering the first six months - is due in July. That is expected 

to reveal the benefits to the Legal Services division of the successful integration of 

Colemans and Simpson Millar. Recent investment in that division’s infrastructure is 

specifically designed to support acquisitions that broaden and develop the Legal Services 

platform. Debt solutions continue to be run to generate cashflow and contribute to 

adjusted profit. While market conditions remain challenging the main focus there is cost 

control. 

The group also announced the CFO’s decision to step down and pursue a portfolio career 

of NED positions. John will work with the Board to ensure a smooth handover, and a 

process has commenced to identify a replacement. 

Valuation  

The decline in the price today leaves the shares on a prospective FY16 PER of 6.5x and 

5.6% yield which looks overly pessimistic. We have not adjusted our forecasts since 

we had already built in materially lower IVA volumes, modest growth in legal services 

division revenues and no new acquisitions.  

Group finances remain robust: long term facilities are available to fund organic 

growth and acquisitions, and the dividend is very well covered. 

 

 

Summary forecasts      

Year end 31 Dec 2013A 2014A 2015A 2016E 2017E 

Adj Pre-tax, £’000s 8,051 9,255 10,464 11,100 11,500 

EPS, p 15.0 17.2 19.3 19.6 19.8 

PER 8.5 7.4 6.6 6.5 6.5 

Div, p 6.0 6.4 6.8 7.2 7.6 

Yield, % 4.7 5.0 5.3 5.6 5.9 

Source: Group report & accounts and ED estimates    
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EPIC FRP 

Price 128p 

52 week Hi/Lo 195/117p 

Market cap £54m 
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Description 

Fairpoint Group provides a range of 

retail consumer targeted professional 

services pivoted on debt solutions and 

legal services. The group’s four core 

business segments are: consumer 

legal services, IVA, debt management 

plan and claims management 

services. 
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Head of Corporate 

Gilbert Ellacombe 
Direct: 0207 065 2698 
Tel:     0207 065 2690 

gilbert@equitydevelopment.co.uk 

Investor Access 
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This report is intended for 

 

 Professional Clients, Self-certified High Net Worth or Sophisticated Investors only. 

Equity Development is regulated by the Financial Conduct Authority 

 

Equity Development Limited (‘ED’) is retained to act as financial adviser for various clients, some or all of whom may now or in 

the future have an interest in the contents of this document and/or in the Company. In the preparation of this report ED has 

taken professional efforts to ensure that the facts stated herein are clear, fair and not misleading, but make no guarantee as 

to the accuracy or completeness of the information or opinions contained herein. 

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the 

United Kingdom (‘FSMA’). Any person who is not a relevant person under this section should not act or rely on this document 

or any of its contents.  Research on its client companies produced and distributed by ED is normally commissioned and paid for 

by those companies themselves (‘issuer financed research’) and as such is not deemed to be independent, as defined by the 

FCA, but is ‘objective’ in that the authors are stating their own opinions.  This document is prepared for clients under UK law. 

In the UK, companies quoted on AIM are subject to lighter due diligence than shares quoted on the main market and are 

therefore more likely to carry a higher degree of risk than main market companies.  

This report is being provided to relevant persons by ED to provide background information about the subject matter of the note. 

This document does not constitute, nor form part of, and should not be construed as, any offer for sale or purchase of (or 

solicitation of, or invitation to make any offer to buy or sell) any Securities (which may rise and fall in value). Nor shall it, or 

any part of it, form the basis of, or be relied on in connection with, any contract or commitment whatsoever. Self certification 

by investors can be completed free of charge at www.fisma.org  

ED may in the future provide, or may have in the past provided, investment banking services to the Company. ED, its Directors 

or persons connected may have in the future, or have had in the past, a material investment in the Company. 

 

More information is available on our website 

www.equitydevelopment.co.uk 
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