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Recommendation: BUY
Target Price (1 Year): C$14.00
Prior: C$15.00
Total Return (1 Year): 73%
Risk: Medium-Low

Market Data

Current Price $8.11
52-Wk Range $7.46-13.46
Mkt. Cap. (mm) $73.0
Dividend $0
Yield 0%

Financial Data

Fiscal Y/E March 31
Shares O/S f.d. (mm) 9.0
Total AUA & AUM (bill) $6.2
Mkt. Cap. as % AUA 1.1%
Total AUM (bill) $4.9
Mkt. Cap. as % AUM 1.5%

Estimates (f.d.)

Year 2011A 2012A 2013E
EPS $(0.44) $6.15 $(0.39)
EBITDA/Shr. (Adj.) $0.83 $(0.02) $(0.11)
Prior EBITDA/Shr. - - $(0.12)

Valuations

Year 2011A 2012A 2013E
P/E Mult. n.m. 1.3x n.m.
P/EBITDA (Adj.) 9.8x n.m. n.m.

Jovian Capital Corporation*

Chart Courtesy Big Charts

Robin Cornwell
416-910-7985
rcornwell@catalystresearch.ca

Notes:
All figures in Canadian dollars, unless otherwise specified.

* Share price decline in May 2012 denotes $4.00 per share 
   distribution.

Please see the final pages of this document for important 
disclosure information.

JOVIAN CAPITAL CORPORATION
(JOV – TSX    $8.11)

Q1/13 Earnings in Line With Expectations
Net Cash Value of $7.25 Per Share
JOV Remains Very Undervalued

Summary & Conclusion:  BUY – Target Lowered Slightly to $14.00
Jovian Capital Corporation (Jovian) reported Q1/13 revenue, earnings and adjusted EBITDA in line 
with expectations.  Revenue from continuing operations of $13.5 million was higher by 11% Y/Y.  These 
results include the increased ownership in Hahn (ownership was recently increased to 70% from 50%).  
Jovian reported modestly higher Y/Y revenues in both the Asset Management and Wealth Management 
groups.  

Adjusted EBITDA (before stock compensation) was reported at negative $0.9 million or $(0.10) per 
share.  Excluding the non-cash mark-to-market losses on the valuations of broker warrants in MGI 
Securities of $0.6 million, we estimate that adjusted EBITDA would have been negative $0.3 million this 
quarter or $(0.03) per share.  Consolidated operating income for Q1/13 ended June 30, 2012 was $2.5 
million, or $(0.28) per share (fd).  Excluding mark-to-market losses and non-operating finance costs of 
$2.1 million pre-tax, we assess the loss to be closer to $(0.09) per share.  

For fiscal 2013, we forecast total revenue to increase by 20% to $59.0 million, with about 60% sourced 
from the Asset Management group.  The higher revenue estimates reflect the expected growth in AUM 
and AUA.  The Wealth Management revenues and EBITDA will continue to be dependent on the level 
of realized and unrealized gains on securities and broker warrants.  Total client assets (AUM + AUA) are 
forecast to increase to $7.2 billion, an increase of about 13%.  Our forecast is comprised of $5.2 billion 
of AUM and $1.5 billion of AUA.  It is important to note that most of the forecast growth is expected to 
be organic in nature.  Jovian’s adjusted operating EBITDA for fiscal 2013 is expected to approximate a 
negative $1.0 million or $(0.11) per share.  Our net operating loss forecast for fiscal 2013 has been in-
creased to $3.5 million or $(0.39) per share from a loss of $2.3 million or $(0.27) per share to reflect the 
additional finance expense reported this quarter. 

We continue to recommend Jovian as a Strong Buy as it is currently trading at a modest 10% premium 
to its cash value per share.

Valuation – Little Value Attributed to Continuing Operations
Jovian has demonstrated significant value-added over its history which we believe investors have 
largely ignored.  In fact, management has had particularly good success in incubating new businesses and 
nurturing growth in the companies acquired such as Horizons. 

As at June 30, 2012, Jovian had cash and cash equivalents of $65.1 million excluding $9.0 million in 
receivables from the Horizons’ transaction which is being held in escrow to be paid out over two years.   
We estimate the current cash position to be $7.25 per share.

We value Jovian primarily on its Net Asset Value (NAV) per share which we estimate ranges from 
about $13.80 to $15.42 as outlined in the NAV table.  Included in our NAV assessment is an allowance for 
the elimination of the corporate overhead.  Accordingly, we continue to believe that a fair market value 
for Jovian’s share price is closer to $14.00.  The sale of the Horizons and MGIF served to validate our 
investment thesis for Jovian.  Based on Jovian’s current share price, we contend that the market is attrib-
uting minimal value to its remaining assets, which include Leon Frazer & Associates, TE Wealth, Hahn, 
and MGI Securities.  In fact, Jovian is essentially trading at an estimated 10% premium to its estimated 
net cash value of $7.25 per share.



Catalyst Equity Research Inc.  99A Walmer Road, Toronto, ON Canada M5R 2X6
Tel:  (416) 910-7985     rcornwell@ctalystresearch.ca     www.catalystresearch.ca

Page 2 August 21, 2012

Figure 1:  Net Asset Value Summary
               Valutaion Assumptions      NAV Range

AUM(4) % % of EV/AUM/AUA        $ millions
Asset Management(1) $mm Ownership Low High Low High

Leon Frazer 1,900$  84% 1.5% 2.2% 24$      35$       
TE Wealth 2,600$  100% 2.2% 2.7% 58$      70$       
JOV Funds (includes 70% Hahn) 410$     100% 3.2% 3.8% 13$      16$       

 
Wealth Management(2) AUA %

MGI Securities 1,300$  91% 1.5% 2.2% 18$      26$       

Total Value to Jovian 113$    147$     
Less: Corp. Overhead Charge(3) 20$      25$       
Plus: Cash(5) 65$      65$       
Less: Taxes & Payables 25$      25$       
Less: Taxes on Asset Disposition 10$      25$       
Less: Debt(4) 5$        5$         

Jovian's Est. Net Asset Value 118$    132$     
NAV Per JOV Share 13.80$ 15.42$  

(1) Valuation based on AUM.
(2) Valuation based on AUA.
(3) Cost of wind-up of corporate structure.
(4) As at June 30, 2012.
(5) Net of debt repayment and distributions.

Q1/13 Review of Operations
Jovian reported total Q1/13 revenue from continuing operations of $13.5 million which was higher by 11% Y/Y.  These results include the increased 
ownership in Hahn (ownership was recently increased to 70% from 50%).  Excluding Hahn, revenues increased 5% Y/Y.  Jovian reported modestly higher 
Y/Y revenues in both the Asset Management and Wealth Management groups.  Excluding mark-to-market losses on the valuations of broker warrants, rev-
enues were in line with expectations.

Total client assets were reported at $6.2 billion, down 2% Y/Y.  Assets Under Management (AUM) increased by 2% Y/Y to $4.9 billion while Assets Under 
Administration (AUA) decreased by 11% to $1.3 billion.  

Adjusted EBITDA from continuing operations (before stock compensation) was reported at negative $0.9 million.  Excluding the non-cash mark-to-
market losses on the valuations of broker warrants in MGI Securities of $0.6 million, we estimate that adjusted EBITDA would have been about negative 
$0.3 million this quarter which was in line with our expectations.    

Net operating loss from continuing operations was reported at $2.5 million or $(0.28) per share versus a loss of $1.5 million or $(0.17) per share in the 
same quarter last year.  Excluding mark-to-market losses and non-operating finance costs of $2.1 million pre-tax, we assess the loss to be closer to $(0.09) 
per share.  

Asset Management Group – Leon Frazer, TE Wealth & Hahn
The Asset Management group, for the most part comprising of Leon Frazer, TE Wealth and Hahn Investments Stewards (Hahn), reported AUM at 
the end of the quarter of $4.9 billion, up 2% Y/Y but down 4% sequentially.  AUM at Leon Frazer is estimated at $1.9 billion, up about 9% Y/Y while AUM 
for TE Wealth remained relatively unchanged at $2.6 billion.

Revenue in the quarter increased to $9.0 million, up 12% Y/Y.  The increase was largely driven by increased fee revenue on the higher AUM in the period 
and as well the increased ownership in Hahn.  

EBITDA was reported at $1.5 million versus $1.7 million in the same period last year.  The adjusted EBITDA margin was 17% versus 21% in the same 
period last year.  Exclusive of Hahn, the EBITDA margin this quarter was closer to 19.0%.  Higher expenses directed at product marketing were the principal 
reason for the softening in margin.  EBITDA excludes any overhead allocations from corporate.   

Wealth Management Group – MGI Securities
Q1/13 Wealth Management revenue was reported at $3.9 million, up 5% from $3.7 million in the same period last year.  Exclusive of principal trading 
losses last year of $2.7 million (nil for the current quarter), revenue was down from $6.3 million in Q1/12.  Also included in Q1/13 was $0.6 million in 
unrealized losses on broker warrants compared to losses of $2.0 million in the same period last year.  Virtually all of the unrealized losses are from broker 
warrants acquired in connection with investment banking mandates.  Investment banking revenue remained somewhat subdued at about $1.0 million, down 
from $2.2 million last year.  The latter revenues tend to be quite variable depending on the deal flow.
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Figure 2:  AUA & AUM History & Forecast   

 31-Mar 31-Mar 31-Mar 30-Jun 31-Mar
As At ($ 000's) 2010 2011 2012 2012 2013E
Assets Under Management

  Leon Frazer Est. 1,450,000$   1,650,000$   1,950,000$   1,900,000$   2,200,000$   
  TE Wealth Est. 2,200,000$   2,500,000$   2,600,000$   2,600,000$   2,800,000$   
  Other AUM Est. 648,000$      582,000$      410,000$      401,000$      700,000$      

  Total Reported AUM 4,298,000$   4,732,000$   4,960,000$   4,901,000$   5,700,000$   

Assets Under Administration

  MGI Securities Est. 1,194,000$   1,527,000$   1,437,000$   1,296,000$   1,500,000$   1,527,000$   
  Total Reported AUA 1,194,000$   1,527,000$   1,437,000$   1,296,000$   1,500,000$   

Total Reported Assets 5,492,000$   6,259,000$   6,397,000$   6,197,000$   7,200,000$   

EBITDA was a negative $1.0 million versus negative $0.4 million in the same period last year.  EBITDA excludes any overhead allocations from corpo-
rate.   

Fiscal 2013 Financial Outlook
For fiscal 2013, we forecast total revenue for Jovian to increase by 20% to $59.0 million which is unchanged from our prior estimate.  We expect revenue 
to be comprised of $35.0 million of Asset Management revenues, $23.0 million of Wealth Management revenues and $1.0 million of Corporate.  The higher 
revenue estimates reflect the expected growth in AUM and AUA.  The Asset Management group is expected to account for about 60% of revenues and 
report a positive EBITDA.  The Wealth Management revenues and EBITDA will continue to be dependent on the level of realized and unrealized gains on 
securities and broker warrants. 

Total client assets (AUM + AUA) are forecast to increase to $7.2 billion, an increase of about 13% over the $6.4 billion reported last year.  Our forecast is 
comprised of $5.7 billion of AUM and $1.5 billion of AUA.  Included in this forecast is about a 12% and 8% Y/Y increase in AUM for Leon Frazer and TE 
Wealth respectively.  It is important to note that most of the forecast growth is expected to be organic in nature.  AUA is expected to be relatively flat.

The adjusted operating 2013 EBITDA contribution (before corporate overhead) from the Asset Management group is expected to be about $5.0 million 
while the contribution from Wealth Management is forecast at approximately $1.0 million.  We expect additional marketing and development expenses 
directed at expanding the Hahn group, in particular, to approximate an additional $1.0 million.  Net of corporate overhead of an estimated $5.0 million, 
Jovian’s adjusted EBITDA for fiscal 2013 is expected to approximate a negative $1.0 million or $(0.11) per share.  On a per share basis, our EBITDA per 
share estimate is $0.01 lower than our prior estimate due to the higher number of shares outstanding as at the end of the quarter.

Net operating profit for fiscal 2013 is forecast at a loss $3.5 million or $(0.39) per share versus our prior estimate of a loss of $2.3 million or $(0.27) per 
share.  The revision largely reflects the higher than expected interest charge in the quarter. 

Other Investment Highlights
• Long-term debt as at the end of the quarter was $4.8 million including debt due within 12 months of $0.6 million, down from a total long-term 

position of $20.0 million last year.  As previously noted, the Company completed the early repayment of $15 million of long-term secured bonds on 
April 23, 2012.  

• Finance costs for Q1/13 were $1.7 million, up from $0.6 million in last year.  A special distribution to convertible debenture holder amounting to 
$1,539,000 was expensed as part of financing costs.  Actual interest on long-term debt in the quarter was $81,000 versus $622,000 in the same period 
last year. 

• SG&A expense for Q1/13 was $5.2 million versus $4.6 million last year.  This quarter reflected higher costs associated with promoting Jovian’s 
growing product base and increased professional fees in the corporate segment.  As a percent of total revenues in Q1/13, SG&A was 39% versus 
38% last year.  Exclusive of Hahn, the ratio was 37% or slightly lower than last year.  

• Compensation expense for Q1/13 was $8.8 million compared to $7.0 million in the same period last year.  Compensation expense as a percentage 
of revenue was 65%, up from 57% last year.  Exclusive of Hahn, compensation expense was $8.2 million or 64% of revenues.  The higher ratio this 
year was driven by an increase in the wealth management component which tends to be more variable in nature.

• Cash and highly liquid assets as at June 30, 2012 approximated $65.1 million compared to $117.3 million as at the end of March 31, 2012.  The 
decrease was largely the result of the $4.00 per share distribution in May.

• Options representing 399,715 common shares were exercised in the quarter for $5,433,000 (approximately $13.50 per share).  Total shares out-
standing increased to 8,986,297 as at June 30, 2012 versus 8,586,581 as at March 31, 2012.
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Figure 3:  Income Statement & Forecast
           3 Months Ended                                                    Years Ended

30-Jun 30-Jun 31-Mar 31-Mar 31-Mar
2012 2011 2011 2012 2013E

Revenue
Asset Management 9,005,000$    8,066,000$    28,886,000$   30,162,000$   35,000,000$   
Wealth Management 3,964,000$    3,757,000$    42,083,000$   17,064,000$   23,000,000$   
Other 566,000$       408,000$       1,709,000$     1,846,000$     1,000,000$     

  Total Revenue 13,535,000$  12,231,000$  72,678,000$   49,072,000$   59,000,000$   

Expenses
  Compensation & Benefits 8,785,000$    6,986,000$    44,250,000$   38,038,000$   38,500,000$   
  SG&A (incl. mgmnt fees) 5,638,000$    5,249,000$    21,867,000$   19,835,000$   22,000,000$   
  Interest on Long-term Debt 1,691,000$    640,000$       2,842,000$     4,134,000$     1,900,000$     
  Amortization 504,000$       445,000$       1,670,000$     1,722,000$     1,500,000$     
  Other Incl. Gains/Losses 13,000$         334,000$       1,220,000$     (1,911,000)$    -$                    

  Total Expense 16,631,000$  13,654,000$  71,849,000$   61,818,000$   63,900,000$   
   

Operating Income (3,096,000)$   (1,423,000)$   829,000$        (12,746,000)$  (4,900,000)$    

Income Taxes (450,000)$      69,000$         1,821,000$     (4,245,000)$    (1,500,000)$    
Non-Controlling Interest 124,000$       -$                   132,000$        548,000$        100,000$        

Earnings Continuing Ops (2,522,000)$   (1,492,000)$   (1,331,000)$    (8,664,000)$    (3,500,000)$    
Earnings Discontinued Ops -$                   (1,616,000)$   (2,427,000)$    62,315,000$   -$                    

Net Income Shareholders (2,522,000)$   (3,108,000)$   (3,758,000)$    53,651,000$   (3,500,000)$    
  EPS - FD(1) (0.28)$            (0.33)$            (0.44)$             6.29$              (0.39)$             
  EPS - Continuing Ops FD(1) (0.28)$            (0.17)$            (0.16)$             (1.02)$             (0.39)$             
Adjusted EBITDA(2) (888,000)$      145,000$       7,148,000$     (7,188,000)$    (1,000,000)$    
  Per Share - Basic & FD(1) (0.10)$            0.02$             (1.11)$             (0.83)$             (0.11)$             
Adj. Operating EBITDA(2) (888,000)$      145,000$       7,148,000$     (188,000)$       (1,000,000)$    
  Per Share - Basic & FD(1) (0.10)$            0.02$             (1.11)$             (0.02)$             (0.11)$             

(1) For the quarter ended June 31, 2012, average fully diluted shares were 8.92 million.
(2) Continuing operations exclude BetaPro and MGI Financial's operations.

Controlling Shareholder
Murray Edwards, as controlling shareholder, recently owned 2,491,472 common shares of Jovian (approximately 28% of the issued and outstanding com-
mon shares).

Recent Events
On October 11, 2011, Jovian announced that it had completed the early repayment of $5 million of the $10 million in convertible debentures issued in 
June 2010.  The debentures were repaid at 110% of face value together with accrued interest.  The debentures carried a 6.25% coupon and would have been 
convertible into 385,000 common shares of Jovian at a price of $13.00 per share.

On March 31, 2012, Jovian Asset Management Inc. (JAMI) subscribed for 1,344 Class A shares of Hahn and purchased 1,032 Class A shares for a 
consideration of $1.37 million.  As a result of the transaction, Jovian’s interest in Hahn increased from 50% to 70%.  As a result of this transaction, Jovian 
reported a gain on the acquisition of Hahn of $2,154,000.  The purchase price is subject to a possible price increase of up to $1.0 million subject to certain 
revenue targets being reached.

On April 23, 2012, Jovian exercised its rights and repaid the $15.0 million of principal plus accrued interest up to the repayment date of the secured bond-
holders.  A prepayment fee of 3% of the principal amount was also paid to the secured bond holders.  As a result, the secured debt was reclassified to current 
portion of long-term debt from long-term debt.  The debt carried a coupon rate of 8.0% annually.  Total early repayment fees amounted to $1,614,000. 

On May 11, 2012, Jovian completed a $4.00 per share cash distribution by way of a return of capital.  
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Definition of Risk Rankings
Low:  Low financial and operaional risk, high predictability of financial results with stronger than average balance sheet and strong free cash flows.  Company may 
pay substantial dividends or have an active share repurchase program. 
Medium:  Moderate financial and operational risk, moderate predictability of financial results, positive free cash flows and may or may not pay a dividend.
High:  High financial and/or operational risk, low predictability of financial results.  Limited financial history, negative free cash flows, adequate working capital and 
no dividends.

Definition of Research Ratings
The Catalyst research recommendation structure consists of the following categories:
Buy:  The stock’s total return, including dividends paid, is expected to exceed a minimum of 15% on a risk-adjusted basis, over the next 12 months.
Hold:  The stock’s total return, including dividends paid, is expected to be between 0% and 15%, on a risk-adjusted basis, over the next 12 months.
Sell:  The stock’s total return, including dividends paid, is expected to be negative over the next 12 months.
Speculative:  The stock’s total return is expected to exceed 30% over the next 12 months; however, there is material event risk associated with the investment that 
could result in significant loss.
Note:  Analysts have discretion within 500 basis points of the upper and lower limit of each rating to maintain the recommendation.

Analyst Certification
All of the views expressed in this report accurately reflect the personal views of the responsible analyst(s) about any and all of the subject securities or issuers.  No 
part of the compensation of the responsible analyst(s) named herein is, or will be, directly or indirectly, related to the specific recommendations or views expressed 
by the responsible analyst(s) in this report.

The information contained in this report has been compiled by Catalyst Equity Research Inc. (“Catalyst”) from sources believed to be reliable, but no representation 
or warranty, express or implied, is made by Catalyst, its affiliates or any other person as to its accuracy, completeness or correctness.  All opinions and estimates con-
tained in this report represent Catalyst’s judgment as of the date of this report and are subject to change without notice and are provided in good faith but without legal 
responsibility.  This report is not an offer to sell or a solicitation to buy any securities.  Catalyst and its affiliates may have a relationship or may receive compensation 
for services with some or all of the issuers mentioned.  Catalyst or its affiliates or officers, directors, representatives, associates may have a position in the securities 
mentioned herein, and may make purchases or sales of these securities from time to time in the open market or otherwise.  The securities discussed may not be eligible 
for sale in all jurisdictions.  To the full extent permitted by law neither Catalyst nor any of its affiliates, nor any other person, accepts any liability whatsoever for any 
direct or consequential loss arising from any use of this report or the information contained herein.  No matter contained in this document may be reproduced or copied 
by any means without the prior consent of Catalyst.  This report is not for distribution in the United States of America.
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