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How are AIM companies responding to COVID19: impact on
forecasts

Impact on forecasts

Of the two thirds of companies that have issued
COVID updates so far:

30% of companies have suspended forecasts in
the market until the situation becomes clearer.
This is very much on a rising trend.

Downgrades are very much to be expected, with
so far one third of the market announcing trading
falling short of expectations.

Of more interest are those companies where
trading does not appear to be impacted much, or
indeed upgraded.

So far 38% of companies have not seen an impact
on trading. This list is dominated by Tech (WFH,
online payments, recurring revenues) and Life
Science companies with a smattering of niche
Financials and Industrials.

A small number of companies (7%) are directly
benefitting: Tech (WFH, online payments,
recurring revenues), Life Sciences (Disinfection,

Forecast upgrade Forecast neutral Forecast downgrade Forecasts suspended COVID treatments) and some Food Producers
(pulled forward demand from stockpiling).

- NB: columns don’t sum to 100% as some companies that
withdrew forecasts were clearly signalling downgrades as
well, so are double counted
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How are AIM companies responding to COVID19:

Director temporary salary cuts

operational response

Cost reduction programme

Reduced discretionary Capex

The operational response

Of the two thirds of companies that have issued
COVID updates so far:

43% have announced cost reduction programmes.
This tends to relate to cutting staff, furloughing
staff, closing stores (where applicable) and other
efficiency measures;

One third have announced cuts to Capex budgets
for FY2020;

Only 15% of companies have announced reduction
of director salaries. This tends only to relate to the
hardest hit businesses;

We would expect all of these proportions to
continue to rise as companies get to grips with
what they need to do to cope with the current
crisis.

But there is a clear order of priorities: cut Opex,
then Capex, then Director salaries!
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How are AIM companies responding to COVID19: cashflow

Renegotiating with lenders

management

Cut or suspended dividend

Raising equity finance

Cash Flow Management

Of the two thirds of companies that have issued
COVID updates so far:

32% have decided to cut or suspend their
dividend;
11% are renegotiating facilities with lenders;

7% have announced an intention to raise further
equity.

In many ways we should not be surprised by this
order of priorities: the easiest thing to do to
conserve cash in a crisis is cut the dividend (even
if it angers shareholders and pension funds).
Organising equity issue takes a great deal more
time and effort and is not desirable if equity prices
are low. However, if lockdowns continue for
longer than expected, we would expect many
more companies to have to go down this route.
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65% of companies have reported on COVID
Of these companies:

7% have upgraded forecasts

38% have not changed forecasts

32% have downgraded forecasts

30% have withdrawn forecast guidance

15% have made director salary cuts

43% have initiated a cost reduction programme
33% are cutting discretionary Capex

11% are renegotiating with their lenders

32% are cutting or suspending their dividend
7% are raising fresh equity

How are AIM companies responding to COVID19
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Conclusions:

We have sampled approximately 20% of AIM
companies;

Of these, two thirds have specifically reported on
COVID. We think it highly likely that the other
third will report very soon;

However, a very clear picture is emerging:

Many companies are choosing to withdraw
forecasts and/or signal downgrades;

Of significant interest is that a handful of Tech
and many Life Science companies are likely to be
unscathed;

In terms of operational response, cutting Opex is
the preferred route right now, closely followed by
cutting discretionary Capex;

In terms of cash management, cutting or
suspending the dividend is the preferred route
but equity issuance could become more prevalent
if lockdowns continue for a longer period.
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*Denotes research client of finnCap. This research cannot be classified as objective under finnCap research policy.

AThis company and finnCap have agreed that finnCap will produce and disseminate research and finnCap may receive remuneration in return for this service. This research cannot be classified as
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not subject to any prohibition on dealing ahead of the dissemination of investment research.

This research cannot be classified as objective under finnCap Group plc research policy. Visit www.finncap.com
MAR Research disclosures can be found at http://www.finncap.com/disclosures

The recommendation system used for this research is as follows. We expect the indicated target price relative to the FT All Share Index to be achieved within 12 months of the date of this
publication. A ‘Hold’ indicates expected performance relative to this index of +/-10%, a ‘Buy’ indicates expected outperformance >10% and a ‘Sell’ indicates expected underperformance of >10%.

Approved and issued by finnCap Group plc for publication only to UK persons who are authorised persons under the Financial Services and Markets Act 2000 and to Professional customers. Retail
customers who receive this document should ignore it. finnCap Group plc uses reasonable efforts to obtain information from sources which it believes to be reliable, but it makes no representation
that the information or opinions contained in this document are accurate, reliable or complete. Such information and opinions are provided for the information of finnCap Group plc's clients only
and are subject to change without notice. finnCap Group plc’s salespeople, traders and other representatives may provide oral or written market commentary or trading strategies to our clients that
reflect opinions contrary to or inconsistent with the opinions expressed herein. This document should not be copied or otherwise reproduced. finnCap Group plc and any company or individual
connected with it may have a position or holding in any investment mentioned in this document or a related investment. finnCap Group plc may have been a manager of a public offering of
securities of this company within the last 12 months, or have received compensation for investment banking services from this company within the past 12 months, or expect to receive or may
intend to seek compensation for investment banking services from this company within the next three months. Nothing in this document should be construed as an offer or solicitation to acquire or
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