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Judo Holdings JDO:ASX
Judo Holdings is the parent company of Judo Bank, an Australian challenger bank focused on

providing relationship-based banking services to small and medium enterprises (SMEs). Founded in
2016, Judo obtained its full banking license in 2019 and listed on the ASX in 2021. The company aims
to disrupt traditional banking by offering a high-touch, technology-enabled model tailored for SMEs.
Judo's relationship-driven approach involves deeply understanding each customer's business and
providing personalized solutions. This contrasts with the more standardized, collateral-focused
lending practices of major banks. Judo's target market is SMEs seeking loans between $250,000 and
$25 million, a segment that has been historically underserved by incumbent banks. The company has
rapidly expanded its loan book and deposit base since inception, demonstrating strong demand for
its services. Judo operates through a network of relationship bankers across major Australian cities
and is expanding into regional areas. Its technology platform enables efficient operations and
scalability while maintaining the personalized service that differentiates it from traditional bank
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Leadership

Judo Bank is led by a highly experienced management team with deep expertise in SME banking and
risk management. CEO Chris Bayliss, a co-founder with over 40 years of banking experience, took
the helm in February 2024. Bayliss has a strong vision for addressing the needs of underserved
SMEs and has been instrumental in building Judo from the ground up. The broader leadership team
includes industry veterans in key roles such as Chief Financial Officer, Chief Risk Officer, and Chief
Strategy and Growth Officer. This team brings a combined experience of nearly 200 years in
commercial banking, both in Australia and overseas. The board of directors, chaired by Peter
Hodgson, provides strong governance and strategic oversight. The leadership's extensive
background in SME banking gives Judo a competitive edge in understanding and serving its target
market. Their proven track record in scaling the business from concept to a publicly listed bank with
over $10 billion in loans demonstrates their execution capabilities. The recent additions to the
executive team, including a new Chief Operating Officer and Chief Risk Officer, further strengthen
Judo's leadership bench and position it well for the next phase of growth

Financial Performance

Metric Key points FY24 Results FY24 guidance’

+  Strong lending growth, 3x system?
GLA $10.7bn $10.5bn - $10.7bn
« 4 new locations and 21 bankers added during the year

Margin on new lending at mid-400bps over BBSW in 2H24

MNIM moderating due to shift in funding mix

NIM 2.94% 2.85% - 2.90%
« RBA Term Funding Facility fully refinanced with strong term
deposit and wholesale issuance
. E i ing | ith | FTE ining fl hil
Underlying CTI? merging operating leverage with tota remaining flat whilst 55% 559 - 579%

banker FTE increased

Credit quality remaining within planning assumptions
COR $70m $65m - $70m
Arrears flattening from Mar-24

Supported by continued scaling of the loan book and increasing

. $110m $107m - $112m
operating leverage

Underlying PBT?

2024 Full Year Result
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Valuation
Judo Holdings currently trades at an attractive valuation of 0.85x price-to-book value, representing a

significant discount to major banks despite its faster growth prospects.

This valuation does not fully reflect Judo's potential for market share gains and profitability
improvements as it scales. The company's loan book has grown at a compound annual growth rate
(CAGR) of over 30% since its inception, far outpacing the broader banking sector. As Judo continues
to expand and improve its operational efficiency, we expect its return on equity (ROE) to increase,
potentially reaching the low to mid-teens at scale. This should drive a re-rating of the stock closer to
book value or potentially at a premium given its growth profile. The current valuation provides an
attractive entry point for investors to gain exposure to the fast-growing SME banking niche through
a well-capitalized challenger with an experienced management team. As Judo demonstrates
consistent profitability and maintains its growth trajectory, we anticipate significant share price
appreciation.
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Sociological Factors

Judo Bank's focus on serving SMEs has a positive societal impact by increasing competition in SME
lending and providing capital to an underserved segment critical for economic growth. SMEs are
often referred to as the backbone of the economy, accounting for a significant portion of
employment and GDP. However, they have historically faced challenges in accessing appropriate
financing from traditional banks. Judo's relationship-based model and tailored lending solutions help
bridge this gap, enabling SMEs to invest, grow, and create jobs. The company's expansion into
regional areas further enhances its positive impact by improving access to finance in underserved
markets. Additionally, Judo's success as a challenger bank promotes healthy competition in the
banking sector, potentially leading to better services and terms for SMEs across the industry.
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Risks

Key risks to consider include:

1.Economic downturn: A significant economic slowdown could impact SME creditworthiness and
increase loan defaults.
2.Intensifying competition: Major banks or new entrants could increase focus on SME lending,
potentially squeezing margins.
3.Execution risk: Rapid scaling of operations and expansion into new regions could present
operational challenges.
4.Regulatory changes: Shifts in banking regulations could impact Judo's business model or
increase compliance costs.
S.Interest rate environment: Significant changes in interest rates could affect net interest margins
and deposit growth.
6.Technology risks: As a digital-first bank, Judo faces cybersecurity threats and potential
disruptions to its IT systems.
7.Funding risks: Judo relies heavily on customer deposits and wholesale funding, which could be
impacted by market conditions.
While these risks are significant, Judo's experienced management team, strong risk management
framework, and robust capital position (CET1 ratio of 14.7% as of June 2024) provide mitigating

factors
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Why hold the Company?
Investors should consider owning Judo Holdings for several compelling reasons.

Firstly, it offers exposure to the fast-growing SME banking niche through a well-capitalized
challenger with an experienced management team.

The current valuation provides an attractive entry point for a disruptive player in a traditionally
oligopolistic market. As Judo scales and improves profitability, we expect significant share price
appreciation.

The company's relationship-driven model and focus on the underserved SME segment position it
well to gain market share from incumbent banks.

With a strong balance sheet and clear growth strategy, Judo is poised to deliver long-term value for
shareholders while making a positive impact on Australia's SME ecosystem.

The bank's technology-enabled platform allows for efficient operations and scalability, supporting its
growth ambitions.

Judo's proven ability to attract deposits and access wholesale funding demonstrates the strength of
its business model.

Furthermore, the potential for industry consolidation in the banking sector could make Judo an
attractive acquisition target, providing additional upside potential for shareholders. Overall, Judo
offers a unique combination of growth potential, attractive valuation, and exposure to a critical
segment of the Australian economy

Jude's strategic positioning in SME lending
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Disclaimer YRS MARKETS

Our Commitment

recommendations, managed and presented by Milton Park Equities Pty Ltd (ABN 33 668 234 562),
as a Corporate Authorised Representative of LeMessurier Securities Pty Ltd (ABN 43 111 931 849)
(LemSec), holder of Australian Financial Services Licence No. 296877, offers insights and analyses
formulated in good faith. Our evaluations and projections are grounded in the known facts at the
time of creation and aim to provide a comprehensive view of the anticipated financial landscape in
2024. However, readers should be aware that these projections are estimates and may not fully
materialize.

Scope and Application

The insights within MPC Markets are crafted for a broad audience and do not specifically cater to
individual investment objectives, financial situations, or needs. Readers should consider the
suitability of the advice in relation to their personal circumstances before making any investment
decisions.

Research Integrity and Use

The research and content of MPC Markets are intended solely for our readers and should not be
copied, distributed, or shared without proper attribution. While we strive to ensure accuracy and
relevance, Milton Park Equities cannot guarantee the continuous updating or correction of the
information or opinions expressed within the publication.

Disclaimer of Liability

Milton Park Equities, in its capacity as a Corporate Authorised Representative of LemSec, disclaims
any responsibility for losses or damages arising from reliance on the opinions, advice,
recommendations, or information—whether direct or implied—contained in the MPC Markets
Discount Entry Note, notwithstanding any errors, omissions, or instances of negligence.

Analyst Objectivity

All research analysts contributing to the MPC Markets Discount Entry Note affirm that the views
expressed represent their personal opinions regarding the subject companies and financial products
covered in the publication.

Copyright and Usage Rights

The content of MPC Markets Discount Entry Note is the property of Milton Park Equities Pty Ltd,
either through ownership or licensing agreements. Unauthorized reproduction, adaptation, linkage,
framing, broadcasting, distribution, or transmission of this material is prohibited without express
written permission from Milton Park Equities, except for personal use or as allowed by applicable
laws.
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