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TechFinancials eyes growing financial services
market
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After a difficult first year on AIM, TechFinancials Inc (LON:TECH) appears to
have turned a corner.
The company, which develops and licenses out the technology behind online
trading platforms, was guardedly optimistic about prospects when it updated
the market last week.
Its business-to-business arm, which provides software and back-up to brokers,
continued to perform well, chairman Christopher Bell told the company's annual
meeting.
Seeing the benefits of B2C overhaul
Meanwhile, the consumer offering (which is referred to in financial statements
as B2C) has been overhauled and TechFinancials is already starting to see the
benefits coming through.
Increased regulation was blamed for the difficulties faced by its Cyprus-based
B2C business, OptionFair, which resulted in a fall in revenues to US$5mln from
US$8.9mln.
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The strategy has changed with the company focusing on joint-ventures where
the risks are shared, such as a deal signed last October with Optionfortune.

TechFinancials
is
an
end-to-end,
technology and services provider that offers
premium financial trading solutions to a
growing global client-base. TechFinancials
is the ?rst platform provider to combine
binary options and proprietary forex (spot)
trading technology for a simpli?ed trader
experience.

"We are having great success, particularly in Asia where our partners
understand the culture and how the markets work," Bell told Proactive
Investors.
The B2C difficulties meant TechFinancials' group revenues dropped 12% to
US$13.6mln in 2015, although this masked a strong performance by the B2B
arm.
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City broker Northland is predicting a strong bounce back, with turnover growing
to US$20.1mln this year and then US$22.6mln, giving adjusted pre-tax profits
of US$800,000, rising to US$1.8mln.
Future growth will be underpinned by developments such its foreign exchange platform, the addition of smartphone
functionality for its systems and the introduction of a regulated US product, reckons Northland's analyst Michael
Campbell.
Exposed to large and raidly growing market
"TechFinancials is exposed to a large and rapidly growing retail financial services market," he says.
"The industry is experiencing rapid growth on the back of demand for access to financial products from retail or nonprofessional customers."
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The company's focus is binary options, which are financial instruments that make it easier to trade financial markets.
In his latest write-up on the company, Northland's Campbell cites a report from ForexMagnates that estimates that the
binary options industry will grow to around $20bn in traded volume by the end of the year.
That represents a doubling in size since 2014 and, as the analyst points out, it "provides a significant backdrop for
TechFinancials to grow and create shareholder value".
"Overall market volumes are increasing. There is exponential growth in forex and binary numbers as well," says chief
operating officer Jeremy Lange.
"There is also strong regional growth. We are targeting Asia and we recently opened an office in Hong Kong. We are
adding staff to that office. Asia a big target market."
While growing, the industry is also becoming more regulated, which also plays to TechFinancials' strength.
"Providing a product suited to regulated environments puts the software licensing business in a strong position to
expand its software licensing customer list," says Northland's Campbell.
The shares, which were listed on AIM at 27p each, are now changing hands for a little over 10p. Take away the £3mln
cash TechFinancials has in the bank and you left with a business with an enterprise value £4.6mln.
The forward earnings multiple is a paltry five times, which means the shares have priced in the recent distress, but none
of the potential upside.
Northland values the stock at the price at which it made its debut.
"A return to paying dividends is a further significant point for investors to consider," points out analyst Campbell.
Based on the current price the implied yield is 3%, growing to 5%.
"The shares look significantly undervalued on our forecasts," the analyst concludes
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
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information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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