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1989 - End of Part One
Doug Eyeions - Director General of the Computing Services
Association a said at the last GSA conference “There has never
been a year like 1988". When he rises at Gleneagles in March
1990, what will he say of 1989? In 2001. what will the then CSA

Director General say of the 1990s?

1989 was both the end of a decade and the
end of the computer industry as we have
known It for the last 30 years.

The writing is on the wall for all but

the most blind to read. And the
message Is the most excltlng,
most opt/mlstlc ever for the
camputlng eervlcee Industry.

Open Systems
Any computing services
company that has not already,
started to embrace open
systems will not be around in
the year 2000. ignoring open

systems is akin to ignoring
MSDOS in 1982. By 1994, every
hardware platform will run binary

compatible UNIX systems - just like
90% of all PCs sold run binary compatible
MSDOS today. The "Eastern bloc" like stranglehold
of the key manufacturers and theirproprietary operating systems
will be gone - and not before time. The true winners will be the
software companies with open systems products and services.

App/Icatlon Tools
By 1994. application tools are forecast to be the largest sector of
the packaged software market in Western Europe. Oracle. in the
UK. has doubled revenue in the last year. Experienced software
staff will get rarer and more expensive. The company that
develops the leading UNIX system generator is destined to be
the leading international computing company by the mid 905.

Hardware Manufacturers
Hardware manufacturers are in for a hard time. Some. like those
with largedebt. probably will not survive. Siemens is liker to be
one of the major international players. It is difficult to foresee a
world without IBM by 2000. but it will be a relatively smaller IBM
with much of its historic power a thing oi the past. Margins on
hardware will tumble elongslde prices. The 100 tnpr eyelem on
the desktop for $10,000 will be here long before 2000.
Hardware just ain‘t the place to be. The major manufacturers will
buy into computing services - because they do not have the
experience to grow in this sector organically - thus forcing up the
prices paid for companies in the computing services sector.
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Internatlonal Players
The big will get even bigger. international - certainly pan
European - players will emerge. The £100 billion computing
services company will be here by 2000 - it will be US or mainland

European owned. On current trends. the UK will be just a “bit

part" player on the international scene.

Total system maintenance

'Hardware only" maintenance will die
as systems integrationtakes over and

hardware becomes cheaper and
less prone to breakdown. “Total

system maintenance" will take
over. with "engineers" skilled in
the software, applications.
networking, comms etc.
Customers will buy the service

from computing services
companies rather than TPMs
or manufacturers. FM cos.

will move into this area - and
thrive - as will software suppliers.

The WIIIHEI’S?

Plotting the forecasts above against the

current quoted computing services
companies presents a sorry picture.

Hoskyns is the market leader in FM and expanding its UNIX
services. Mlsys is already a major UNIX software product player

with good support services. Kewlll is strong in UNIX
manufacturing systems. MMT is strong in software facilities

management .............................Where w!!! the others be?

In this month's System House
This is the third edition of the new monthly review of the financial

performance of the UK computing services industry. As well as

the usual features, a complete review of the acquisitions

undertaken in 1989 is presented on pages 6 to 8.

in this month's Issue

Latest Company Results.........................
Review of Acquisition: In 19

Computing Services Share Price index
Capitalisation Monitor ..
News Digest.........,.......

  

Next Month ........................................................................ ..
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Review of the Latest Company Results
1989 ends with some excellent results

Sanderson '5 results exceed expectations

Sanderson Electronics turned in an excellent set of

results torthe year to Sept 89 with PBT up 72% at Earn and
EPS also up 70%.The four year EPS record shows
sparkling growth.

Sanderson - EPS Growth Record

 

1985/86 1986/87 ‘ 1987/88 l 1988/89

 

45% 69%

  

! 400% l 70% .

 

Sandersonjoined the USM in May 88 at 130p - their share
price now is nearly 150% higher. Sanderson specialises in
PlCK systems; selling "total solutions", eg community
charge systems to local government, in the UK, Europe.
USA and the Far East. They have also built a high value
maintenance base (c20% of revenue). The company says
it is now "well positioned to expand its activities
worldwide".

Many believe that the advent of UNIX, and "native" UNIX
databases and 4GLs, will herald the decline of PICK. Let's
hope Sanderson's is canny enough to have future plans

covering that eventuality.

 

(International expansion for Rolfe & Nolan \

Rolfe 8t Nolan produced another set of excellent interim
results with PBT up 48% and EPS up 59%. It's one thing
when companies do well in good market conditions. it's
another to produce such impressive results in the

securities market overthe last two years. You only have to
compare Quotient, NMW and Sherwood to Rolfe &
Nolan to get an idea of what quality management can
achieve in such conditions.

Future prospects look bright. The bureau operation
"continues to am ahead of budget in the first 3 months of

the Second hall". international expansion seems to be
working well. A European sales manager has been
appointed in the Frankfurt office and a Paris office is
planned. "Further revenue from Germany should see
continued improvement in results for the remainder of the

\year, New licence sales will give a useful start to 90/9 11/

LBMS returns to profits growth

   
Interim results from Learmonth & Burchett (LBMS) - the
SSADM people - showed a return to growth with a 37%
increase in PST to £513k in the half year to Oct 89. Full
year results to April 89 had shown a 24% reduction in PBT
- blamed on increased R&D. The interims also showed
increased development costs - up from £852k to £1.11m.
The chairman said "current trading continued to be good
and the company felt confident about the year as a whole. "
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/Hoskyns shows how to do it, \

Twelve consecutive years of profit growth is one thing; but
an average annual increase in EPS forthe last 10 years of
34% makes Hoskyns unique in our industry.

Hoskyns - EPS Growth Record

 

1985/86l 1986/87 I 1987/88 l 1988/89

 

44%

  

‘ 43%, | 48%i 51%

 

Hoskyns PBT surged by 60% to £15.2m for the year
ending in Oct 89. Unless Sema or SD-Scicon produce a
miracle in their second half, Hoskyns will be the second
most profitable UK computing services company in 1989
(after Loglca); up from 51h position in 1988.

8
It's rare in a newsletter to quote a20 year old Computer
Weekly article, but on 81h Oct 1970 "John Hoskyns pre»
dicted that most computer users would not have theirown
computers. Service companies will be involved in operat-
ing hardware...with these trends in mind, the Hoskyns
Group is becoming involved in Facilities Management by
setting up data centres". The prediction was totally wrong
- the decision was totally right as FM now accounts for
nearly £90m ~ or 47% - of Hoskyns revenue and the
company estimates thatthey have over60% ol the UK FM
market.

The Hoskyns story is very important as an object lesson to
our industry and February's System House will carry a

\major feature on the company.

Wistec added to results service \.

Vlstec has changed significantly under the leadership of

Bob Morton since the F&H days and is now a rapidly
expanding computing services company. They have been
added to our Results Serviceand will feature in the Share

Index from next month.

  
Six month results to Oct 89 show PBT of £1.1m against
£1.19m forthe 5 months to April 89 on revenue up from
£11.9mto £17.3m. The second half is usually strongerbut
Morton was "reluctant to predict that this year would follow
that pattern because I have absolutely no contra/overthe
economy" Source - FT 4m Doc as. Current trading conditions are

described as difficult in a highly competitive marketplace.
"Anyone who says the corporate market is not getting
tougher is a liar" says Morton.

Interestingly, Vistec seems to be another company
suffering some of the acquisition after effects. Vistecfound
the 01 Computer Group "a can of worms” and, eventu-
ally, the sellers agreed to repay £884k of the £1 .25m initial

\consideratlon. Source . Were-coco em Dec as. 1

More results - EDP end Tolnl - on page. 10 8 11
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Results Intenms - Jun 58 Final - Dec 09 Interims » Jun 89 Interim Comparison
Admlrll Revenue 24,500,000 £11,239.000 £7,200,000 +60%
Group plc PBT £562,000 £161,000 £1,100,000 +95.7°/.

EPS 3.550 9200 6er +96.1°/.

Results Interims - Sept ea Final - Mar 89 lnterims - Sept 89 Interim Comparison
Revenue “5,545,000 £105,773.000 956,440,000 +21%

APricm P" PBT £4,150,000 £6,012,000 £2,020,000 51.3%
EPS 4.31 p 6.22;: 1.135;; -5.1%

Results Inlerims - Jun 88 final - Dec 88 lnterims - Jun 89 Interim Comparison
Butler Cox Revenue £8,900,000 £7,699,791 £4,190,000 +14%

PIC PBT £508,000 £924,449 £634,000 +26.04%

EPS 6.210 20.879 3.10;: 430.55%

Results Intenms - Jun 88 Flnal - Dec 58 Interlms - Jun 89 Interim Comparison
Revenue £1,970,000 £4,301,000 £3,010,000 +52,8%
PBT £311,000 £747,000 £502,000 +61%
EPS 29p 6.65p 414p +51.7°/¢

Results Interims -Jun BB Final - Dec 68 lnlerims -Jun 89 Interim Comparison
c°mPuur Revenue £20.673.000 “7,023,000 232,400,000 +56.7°/o
PWP" Pic PBT £1 .419000 £3,229,000 £1,310,000 +27.5%

EPS 7,92p 17.84;) 9.50;) +20%

Electronic Results Flnal - Sept 88 Flnal'- Sept 89' Final Comparison
Data Revenue 214,755,000 216,034,000 ' +87%
Processing PBT £1,373,000 £1,040,000 -24.3%
pk: EPS 11.77p - 5.45;: 213.2%

Results Final - Sept 38 Interlms - Jun 89 Not comparable
“"3" Revenue £2,977,000 €14,500,000 9 month period

Holding! Pic PBT (£230,000) £688,000
EPS Not available 0.29;:

Results Interims - Jun 88 Final - Dec 88 Interims - Jun 89 Interim Comparison
Hndlnnd Revenue £3,494,000 £0,190,000 £5,367,000 +ss.e%
Group Plc PBT £161,000 £051,000 £351.000 +1 1 av.

EPS 0.530 239;) 0,641: +20.75%

Results Final - Col 88 Final — Oct 89 Final Comparison
“WW” Revenue £110.002298 £1 58,710,000 +71,6%
Group Plc PBT £9,511,030 £15.2ao.000 +so,1°/.

EPS 15.10 23.90 +4047.

Results Interims - Jun 88 Final — Dec 88 lnterlms — Jun 89 Interim Comparison
Revenue £3,497,000 £7,565,000 £4,012,000 +14.7%

. 'NSTEM P“ PBT £302,000 £681,000 £332,000 +26.4%
I EPS 4,169 9.70 5.320 127.9%

Results Final - Apr 88 Final - Apr 89 Final Comparison
Revenue £31 .120.000 531,605,000 +16%

"'- P'° PBT £2,519,000 (£1,140,000) Profit to Loss
EPS 5.66p -2.52p Pmlil to Loss

Inlerims - Sepl 86 Final - Mar 89 Interims - Sept 89 Interim Comparison
£5,414,000 £11,330.000 £5,064,000 +40%
£726,000 £1 £10,000 £1,125,000 455.0%
752p 19.7p 10.12;: mess

v Results Interlms - Oct as Final - Apr 89 lnterims - Oct 89 Interim Comparison
Revenue £5,491,000 £12,774.000 £8,032,000 +4637»

PBT £878,000 £1 .458.000 £513,000 +37.5%
EPS 2.00 7,90 2.70 +35%

Results Final - Jun 83 Final - Jun 89 Final Comparison
Revenue £132,548,0DO £179,505,000 +35.4%

“’9'” P" PBT 514,730,000 219,035,000 4270*
EPS 18.1p 200p “0.5%.
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Richard Holway Limited - Results Service

Macro 4 pl:

Memory

Computer
pic

Mlcrogen

NMW
Computers
pic

P-E
International
plc

Peg-nus plc

Radius plc

Results
Reven ue
PBT
EPS

Results
Reven ue
PBT
EPS

Results
Revenue
PBT
EPS

Results
Revenue
PBT

EPS

Results
Revert ue
PBT
EPS

Results
Revenue
PBT

EPS

Results
Revenue
PBT
EPS

Results
Revenue
PBT
EPS

Results
Revenue
PBT
EPS

Results
Revenue
PBT
EPS

Results
Revenue
PBT
EPS

Final - Jun 88
£11,008,000
£5,509,000

15.5p

Interims - Jun 88
261,641,000
£215,000

0-2?

Final - Jun 88
£12,982,000

£313,000

054::

Interims - Jul 88
210,000,000
£900,000

5-49

lnterlms - Apr 88
219,380,000

£5,150,000

81609

Flnal - May 88
£7,938,472

£223,268

14.90

Final - Aug 88
£5,957,496

£1 $34,635
10.1);

Interims - Jun 88
£5,916,000

(2420000)
(1-79)

lnterlms - Apr 88
£3,790,000

(2404.000)
Not available

Interlms - May 88
£50,000,000
£3,300,000
95p

Interims - Jun 88
£23,450,000

£2,014,000
7.3:

Final - Jul 88
£7,604,000
£2,065,000
24.1p

lmerIms - Jun 88
£1 1,107,000
£517,000

2.48p

Inlerims < May 88
£6,115,000
£1,085,000

asp
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Flnal - Dec 88
£116,283,000
(14,095,000)
(14-99)

Flnal - Jan 89
222,100,000
23,100,000
194';

Flnal - Oct 88
£39,526 .000

£10,039,000

17.10p

Final - Dec 88
210,318,000

(21.327000)
(‘59)

Flnal - Oct 88
210,064,000
£506,000
506;:

Final - Nov 88
£106,517,000
£7,511,000
19.3p

Final - Dec 88
{248,234,000
£4,511,000
17.59

Final - Dec 88
£2,907,000

£2,206,000
10.3p

Final - Nov 88
217,725,264
£2,909,538
8.71;)

Final - Jun 09
£13,500,000
£6,501,000

18.4p

Interims- Jun 89
£64 ,400,000
(57.100000)
(79)

Flnal - Jun 89
£

2
Results delayed

Interlms ‘ Jul 89
£16,300,000

£3,680,000
13.90

InlerIms - Apr 89
l222,980,000
£4,880.000

829

Final - May 89
£25,603.000
£5,047,000

23.7.)

Final - Aug 89
£7,443,893
£2,151,853

12.8p

Interims - Jun 89
£4,663,000
£48,000
0.1))

Inlerlms - Apt 89
£6,01 3,000

(£471 .000)
Not available

InlerIms - May 09
080,000,000
£5,000,000
10.59

Interims - JunBQ
$7,440,000
£2,430,000
0.4;:

Final - Jul 89
£10,873.000
£3,084,000
36.7))

lnterlms - Jun 89
£9,203,000

(£1,984,000)
(10.21p)

Interims - May 88
£13,445,000
£1 ,015,000

2.50 

Flnal Comparison
+22.6%
+1 8.0%
448.7% I

Interlt'ns Comparison
+45%
Profit to Log
From to Loss

Results Ior year to
Jun 89 delayed

due to Impending
M80.

Interim Comparbon
+1 53%
«108%
+2507.

Interim Comparison
+1 8.6%
-5. 0%
4.65%

Flnal Comparison
+25%
401.6%
+81%

Interim Comparbon
-21 2%
Loss In profit
Loss to profit

Interim Comparbon
4-58.69“.

Loss both lnterims
Loss both Interlms

Interlm Comparbon .
+60%
+51.5%
+10.5%

Interlm Comparisan
+17.0°/.

420.7%
+20.5"/a

Finel Comparlson
+43%
+49.3%
+52.3%

Interim Comparison
~17.1 %
Pro!!! to Lose
Prollt to Loss

Interim Comparbon
+1 1 93%
-6.4%

28.6%
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Richard Holwa Limited - ResuIsService

 

Results Interlms - Aug 88 Final - Feb 89 Interims — Aug 89 Inlerlm Comparison
R0"- Ind Revenue £1,992,000 £3,841,000 £2,250,000 +1e.e°/.
Noll" Pic PBT £350,000 £757,000 £517,000 +47.7-/.

EPS 8.1 p 18,7p 12.90 +50%

Resuits Final - Sep 88 Finals Sep 89 _ Final Comparison
5-00 Revenue I£.'>.235.OOCI £9,304,000 03.1%
Group plc PBT $1518.00!) 22,911,000 49.9%

EPS 67p ' 12.6p +as,1%

Sand-non RBSWS Final - SGP 53 Final — Sep 89 Final Comparison
Electronic: REVSIIUS 27.311000 212,008,000 +53.7°/o

PBT €1r7solmo £3,013,000 +72.2°/o
EPS 13.50 23p +70.4°/.

Results Interims - Jun 89 Final - Dec 89 Interim: - Jun 89 Interim Comparison
Revenue {77,961,000 2221565000 £141 520,000 +81.5%

PBT £4,343,000 213,354,000 (£1,019,000) Profit lo Loss
EPS 1.6910 4.010 (0.330) Profit to Loss

Results Interlms - Jun 88 Final - Dec 33 Interims - Jun as Interim Comparison
Revenue 2 966,893,000 {137,700,000 Not comparable
PBT 2 212,929,000 £4,600,000 due to year and
EPS 8.4p 4.3p change

Results lntarims - Jun 88 Final - Der: 88 lnterims - Jun 69 Interim Comparison
Sit-mood Revenue 211,670,000 226,528,000 212,190,000 44.5%
Group plc PBT (£1,520,000) (£1,965,000) £580,000 Loss to Profit

EPS (29.7p) (36.8p) 7.7p Loss to Profit

Results Final - Jun ea Final - Jun 89 Final Comparison
Revenue 212,798,000 214,231,000 +112

PBT 21,210,000 (£930,000) Pmlil to Loss
EPS 3159 (11,7p) Proiil to Loss

Results Final -Julaa Final -Jul 89 Final Comparison
Revenue £6,305,627 £9,000,000 +32%
PBT £1,155,720 £1,090,000 5.6%
EPS 21 311p 20.199 —5.7°/e

Results Interims - Jun 88 Final - Dec 88 Inlerims - Jun 89 Interim Comparison
Syn-mu Revenue 29,050,000 ‘224,070,000 244,500,000 +3927:
Roll-bllltv PBT £267,000 £1,424,000 £0,020,000 +1031%
Pic EPS 0.50 3.50 sap +1140%

Tel.- Results lnterims - Mar 88 Final - Sep 38 Interims - Mar 89 interim Comparison
computing Revenue £1,569,000 £3,109,000 £1,704,800 +45%

pic PBT (£189,000) (£194,000) £144,900 Loss to Profit
EPS (1.0p) (1 .53p) 3114;) Loss to Profit

Results Interim - Sep 88 Final ~ Mar as interim < Sep 89 Interim Comparison
Revenue £1,091,000 £2,100,508 £860,474 -21.2%
PBT £51,996 £96,543 £39,565 23.3%
EPS 0.37.) 0.59p 029;) 21.6%

Results Final - May 88 Final - May 89 Final Comparison
Revenue £6,231,000 £9,810,000 +57.5%
PBT £1,020,000 £1,710,000 437.6%
EPS step 9,969 «55.3%

Results lnterlms - Jun ea Final - Doc 88 Interim - Jun as interim Comparison
Revenue 221,386,000 £9,940,000
PBT £105,000 £16,000

EPS 0.6p 01p

Results Final - Apr 89 Interim » 00189
Vim: Revenue 211,900,000 017,300,000 Comparisons
Group plc PBT 1:1 .190,000 21,100,000 not possible

EPS 0186p 0,7p
(5 months onty)
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Acquisitions in 1989
This feature presents a summary of known acquisitions

concerning UK computing services companies in 1989;

including foreign acquisitions and vice versa. Details

were obtained trom the press and company reports.

Over £475m was paid by way of consideration - down

from the £700m pald In 1988. However, 1988 was

dominated by the £450m paid torjust tour acquisitions -
Hoskyns(Plessey), DPCE (Granada), Sema Metra (CAP)
and Scicon (Systems Designers).

1989 was itself dominated by the £180m acquisition of
lstel by AT&T - representing 37% of the total.

1989 Acquisitions - Top Five by value

      

The "most acquisitive/highest spending" buyer in 1989
was Misys with tour deals totalling £51m.

1989 Acquisitions - Top Five by number of deals

 

Rank Buyer 1‘

- Misys .
SyStems Reliab.
Sanderson
Vistec' 1
P8P

 

Ferrari would have headed the

Consideration

list - with five deals valued
at £16m - it their £9.6m reverse into Citer and the

Telecomputing investment were included.

            

Rank Buyer Acquired Consideration
As in 1988, many 1989 acquisitions involved companies .

1 AT&T lstel -£180,000,000 either in trouble or at least not performing well. It is
2 Realnew MBS product 228,100,000 therefore meaningless to compare the prices paid.

(M80) sales _ However, there were clear signs that the heady days of
3 Misys TlS companies $27,007,000 30+ P/Es are overfor the time being. It you are performing
4 Sys Rel. Enterprise 222,000,000 reasonably well, an historic or warranted P/E _of 12 is
5 ServiceTec Ferranti maint. 217,000,000 around what you should expect. .303499‘19ms, '"d'ca‘s

acqursmons since Dec 89'
edition of System Home.

l 1 l
Buyer: Purchmd: Activity ' Duh Vduulonor Lntut Lnut' ‘ Nata:

em tinovm lmovm
J patina! , j manna 1m

AB Elmronlu Ellec PC a peripherals reseller Jaws £600,000 Deferred £2.7m '0" mm pedormarco
seems mlkalr - AB Chaiman Peter Pimps

Apricot DDT Third party mairmnance A9109 27,500,000 27,273,071 £306,574 um um battle with Vstec

Apricot lTL Harman a salt. imegratar Oct-89 212,700,000 231,605,000 (21,148,000) Al share otter

AT” lstel Combrhursau SW59 (180,000,000 205,000,000 £0,300,000 See November 'System House“

BICC pic Syntek System55 soflwaro A0989 £4,220,000 £2,067,751 £105,599 £1.2rn initial ~ remainder depending on .
prof'ts in years to 1992, Results h March 89

(:0le Penn Communications Marketing Corsullamy Juries £1,100,000 Performance related

Cilar Ferrari Holdings Hardware d‘strbutian Jan-89 29,800,000 210,413,237 21,190,713 Shams suspended, cue. [armed
Ferrari Woodland becomes Chiet Exacuive

cu Mlnul Amazon < sottwara div. Technical software Nor/'89 £4,500,000

Cornpmu Pooplo Mlliam D Fallow a Assoc Chicago USA - consul. JUHJQ £725,000 ,000,000 'bmak evon' Fhancad by placing. Further consideration
olSZlm based on profits. Farm broke even
in 198a 1909 inerirnsPBT-Wsk

Computer People Starlex(US) us computer comract stall Apr-89 £2,700,000 24.523500 913.000 Initial payment $1.7mcash + 8000k loan
twaprdishctdopaymnhmis
to be dsoorrimed.

Computer Solutions lntorsm Constitancy Novas 212,000,000 First 1mm' UK soquis'llon, See Dec 09 'SH'

cue Mayne NidtlessCompSeM Mme

CNIP Wiliiis Oomwai IBM PC hairless Oct-89 £600,000

Electron Homo Wesrwooo Westh Apron £125,000 £1,400,000 £0

Fallufo noc Ellem Management Sew. Disaster Recovery Sapaa £250,000 Comd'scollSTEL jun vomrrro. Ellsrn moo
, bi “an
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l" l v . l . i . . - . . l .
Buyer; - ' ’ j .' ' Dh' ' Vltultion'o! ' .: Lam mu": " '

' inclined ’ > month 181”L P, ,

Ferrari Molding: Ue. umxe Ptdrsystems 00909 £4,100,000 221,390,000 2105.000 89
. . , edition 01 mm" House

Ferrari Holdings Div. 01 Comment Cable Message Dam Wishing Auges 21.350000

Ferrari Holdlngl Blue CH) Systems Software tor Est. Igerts Nov~89 £1 24.010010 Blue Cl'i'p had PET 01 Q0411 on 24.8
revenue ‘n 1988.

Headhnd Group MUM Aeoourl'ng software Oct-80 £11.000000 25.640000 21.050000 E1 .1m i1 cash and 'sue of 8.8m ordinary
and 425m oomnble pret shares
Mutt'eott malts tor 11 month period

Headland Group Elston flatware Nor/00

Nodal! Dlred Programming Serv Comm Computer 81311 .1th £3,400,000 96.700000 2040.000 Warramed prone to end Jul 110

511.9 E1=$1.7

Hoskyne Group The Instntctr'on Set UNlX training & consult. Get—89 212,200,000 {4.900.000 218.000 £35m initial. £8.71" peflormanee

related to Mar 91

Hoskyna Group ngrammStandard Wea German software Jun-39 26000000 £880,000 tn'aial consideration DM 18.4m00uld r'se
GrothSG) house 10 0M460mfl4016pagrowr1‘rover3yrs

. £1 = DM 3m

Hoskyna Group Datasolve'e trailing div Training Sap-89 nla Assets + 20 people taken on

tau Ibis Barking systems software Sap-80 20000000 £1,000.000 iBM takes 9.9% stake - its first it a UK 00.

ml Pane Aust a UK in sonware M7080 £10.000000 {91.000000 25.200000 lBM takes 15% stake

Jogueromms AlpMDataSvstems News

Xewill AMOS mourning a Mamfl. sys. 00100 1:50.000

Kewill Omicron Accounting soltware Janes 22.400000 22.220000 £100,000

Knitl ‘ Miao MRP (US) Mandath soltwate 00089 23.437000 £500,000 Iri con $4.5m. plus $1 m i! proli: > 30001

LBMS Katm London Mums. 113111190030 tooe Docee 22.401000 21.454000 0374.000 :1 .7m incase(£53211 payable irI1 yr. Rest
Kelh LondonMm shares. Results tor yr to Apr 89 lor Ass only

Ll Group Andre Gamma Iriemat'nml French Software corroany “189 27.000000 Was part 01 Saamhi 5 Saatchi

Log‘fllk Advamys UNIX computer solvioes Jul<00 210,100,000 223.400.0110 £1,200.01” €7,1m in shares, 23m in cash. Perl. related

blogltllr Mimxrrmm MRS) Aimsdetrbutnr Moves 01.005000 26.700000 (2000.010)

Manufacturing Syn Prod 114800010 Pearson: Manuamuring systems Home 21.010000 31 backed Meo

Micro Planning 1mm lmtaPlan (USA) Ms Dos systems Aug—09 21000000 Price stated as 'in excess 01 £1 m'

may! Team Meme UNIXmm: House JutHlS 610000.000 £6,100,000 2760.000 Warranth profits off1.18m to 30/9/09

“By: Emerpr'ee DEC manuamring sye. Julv89 21.580000 22.230000 2206.000 Cash payment

“by! Merror UNIX construction systems May-09 212.155.0011 £500,011) £1,717,000

may! TIS UND( system detrbution May-89 1227.007000 210080.000 22.123000 25% cash. remainder shares

and maintenance

Municipal Mutual Ins Warwidtshh Cumming M09 £7t5000 IMI 5915 its 51% stake

WchM Lmr Image Cardin Ber pruning bu: Mam 2300000

PA Consuiting Hartmartr HAS (Norway) Management mummy Juries 23.200000 Furtherz pert. related payments

PA Oomuning 31001511. Danish management consul $0909 24,500.00) 20.000000 21.31001!) Two lurtherprofit related paymerls in 90
a 91. Fins are 'expectso‘ tor 09

M intemtionll Applied Skis tor Training .tuiv89 2350.000 Further 2500000me years deeming

Managemem on prom

P-E imemetlonal Westwiea Cormltarn l Drmh mummy Norm 0098000 A Further 00201 dependent on profits
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mum Sphinx UNIX software dstrbulion Mar—89 22750000 25.100000 (0250.000) ._ V Egmxggimfa’:

PI Holdings srrr ansuuncy Aug-69 ' gflffxam”

PF Ltd LCL- 00an only Micro harmara It solivrare Jun-89 2324.100

Polkymamr Mitnrrrix (Sherwood sub.) Motor iisur. soltware 002109 2150100 (2920.000) £150k In ash. Max E30040 re net worth

PAP Personal Conputers pic PC dealer in Ciy F0089 211060.000 635.508.000 £1,130.000

PAP Maxims Apple eemms 5M d'etrb. Jun—00 E5000» £500,000 £73,000 Further 2750000 based on 09 e 90
penormanee

PAP Mm Business Men: ’ Belgian PCbum D9000 £4,750,000 £6,300,000 y 17m 001mmWWand
Sevean Elect Develop. 00009 04.600000 umrfzism pron releiedumM

P51: M80 lrnrn Cap‘ta Temporary stall placement News £250,000 Part cash. balance by instalments

maria pic Merrde Loan eon, sottvlare wares 02000000 '

Raven Computan Madd'rson Bushes Sys DTP specialise

Ruin-I Mes Product Sales Div PC d’strbmion Jun09 220100.000 £18,800000 (25.200000) r480 with Sd'rmder Ventures bedting

Riva IMC Apple ristrbuter 0609 21.300000 MC in receiversh‘p

Remuc Lama Loml Area Net. Research Mam Larent- Communique A it reeerrerslt‘q) .

Sanderson General Annemafion (US) us PICK Hardware supplier Jan09 22,50,000 fights I0 511. - GA Revwfln
0 June 00- 30% It UK

Sanderson AWA Comprners (Australia) Corry d'st and software Jum (SOUND £13.000.000 45% stairs

Sanderson Sysern 800 PlCK soltware May-89 2200.0» 75% stake taken by Sanderson

Sanderson X5011 PICK sdtvrare Mar-80 £325,000 05% Hake taken by Sanderson

Ssma Group Ami/Urge (Was Genmny) Malor W Gerian soitvere 00009 69.190100 229000.000 . (23350000) 13“ “8'19 Dumb! ween ~ N190!
servieeeeerrpany ehepaidhcesnbySemai-‘iestproflreiered

ServieeTac Fananmomm Canoutermeiraenanee Dem 217,000,000 03,000,000 endFarrsnflmets disposal. ExiP/Ed
maintenance business (open pro!) .5cm by analysts (Times 12/12/89)

W. Vreilln UCL‘s PC I UNIX PC a UNIX activities A0909 $25000 22.500000 Management buyout

star Summ't Maintenance Jum £135.816 Remaining 4950 purchased

Syn-rm Beacon (part at Evade) Canputer support 00009 0304000 2900.500 ‘ ev. ter3 months to Sept 09

Systems Reliability Enterprise IBM mainirame spedam warm 222000.000 230000.000 22.400000 nterpr‘se loll with 20% 015R 51m
slimated results to Mar 89 .

Systems Reliability Chase Intematienal IBM maintrarne spee'alist News [7.850.010 22.200000 0536.000 In'lial eonsideratlm £5m '
arme Services

System Reliability South in Comm IBM system centre Apr-es £043,000 £0.7oo.000 £151,120 this pedomunee related payment based

Systems listlehillty Aquix Apr-89 0300.000 "mm 1989

Trace Gordon a Gotdr amau a semen: 00009 £050,000 3.002.000 254.000 £150 now. £30m 001m

Thom-Inter Third Party Services We maintenance arm Jun-09

me- mega: ' 0mm was 0759.000 0001.000 0110.000 Fm flattenanuindertohepurwesedtot
mitil'lsmhoimfl 199! east

Vlslonwm Sysirne Division only PC system integration 80008 0500000 Manageml buyout wit: 3i ess'stanes

Vista: Level V D'Btlbution [NIX symms Negation Jlmw £300.“) 5798.676 €80,699 Further payment based on PST I) NIB/90

Vista: 01 Comma Group Business syserns house Mayas 22.000000 E5.260.000 £051,000 intiel consideration
exceeded for year to Mar 80

WWwail

Vista: Leiden Business SySems Financial services soitrrare Novas 2650.000 6569.000 (£16,000) Hal in shares up lront. rest on 24m Nov 1990

Vistoc cps trader 3w” $2.500

Xitan Xian (MBOirorn Kode) Junas £1.100,m0 MB) will fill Ming

2on Camel lCLTradsrpoim m hm Aimee 2500.000 [75%m
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Computing Services Share Price
Index

The Computing Services Index now consists of 41 com—
panies quoted on the Stock Exchange - both full and USM
- in the UK. The index was set at 1000 on 15th April 1989.

Dealings in Sage Group plc commenced on 14th Decem-
ber and are now included in the index. Considering the
general "health" of the sector. Sage made an impressive
start. Launched at 130p, they quickly climbed to 148p.

Computing Services

Share Price Index 22nd Dec. 39
Share
Price

22/1 2189

 

151)! Mill 1960 - 1M Index

22/12/89

 

£4.38
£0.44
£2.03
£1.46
£2.30
22.88
23.1 0
£4.90
£1.40
£3.67
£1.07
£2.83
£1.48
£2.55
20.66
£1.78
£3.62
£0.95
£2.27
£3.35
£1.13
£0.70
£1.09
£1.44
£3.43
£1.02
£1.88
£0.35
£2.18
£0.09
£0.62
£0.33
£0.66
£0.45
£0.73
£1.14
£0.55
£0.20
20.1 5
20.08
20.1 4

2115.94
1 571 .43
1471.01
1460.00
1369.05
1225.53
1225.30
1 195.1 2
1166.67
1154.09
1150.54
1 141 .13
1138.46
1 049.38
1 047.62
1017.14
986.38
950.00
934.16
91 7.81
904.00
897.44
872.00
857.14
853.23
850.00
843.05
813.95
751 .72
714.29
632.65
550.00
550.00
529.41
528.99
487.18
478.26
425.53
326.09
319.15
254.72

MicroFocus
ITL
Admiral
Ceplte Group ‘ Apr 89
Holte 8- Nolan
Sanderson
Kewlll
Hoskyns Group
Learmonth a Burchett
Sema Group
Telecomputlng
Macro 4
Sage ' Dec 89
Computer People
Apricot
Butler Cox ‘ May 89
Pegasus
INSTEM
P-E International
Loglca
Trace ' Jun 89
SD SCICON
Systems Reliability
MMT
Mlsya
Sherwood
P&P
Headland
Synapse
Ferrari
Electronic Data Proc.
NMW
Star
UCL
Radius
Mlcrogen
Quotient
MBS
Optlm
Memory Computer
Total Systems

n
m
u
m
o
u
A
c
o
N
-
A

    ' denotes month of entry onto Stock Market Ii after

15th April 1989. Index set at launch price.

January 1990  

The Index shows, for yet another month, how "out of

favour" the sector currently Is. The Index was static In
a month when the market raced ahead with an Impres-
sive 6.3% gain In the FTSE 100.

The underperiormance ot the sector is now assuming
serious proportions. Since the index began in April 89, the
FFSE 100 has risen by 15% but the Computing Services
Index has declined by8%. This represents an underper-
l‘ormance of 25%. The UK can only grow internationally

sized companies by acquisition and success in acquisi-

tions depends on the strength of your share price. The
converse is also tme - UK companies are becoming in-
creasingly vulnerable to overseas takeover as their share
prices become weaker.

76%. or 32 01 the 41 quoted companies have underper-
iormed the FTSE index. Some like Total, Memory and
Optlm are now under athird of their value in April.

But let's not forget the good performers. MlcroFocus con-
tinues to power ahead with a 116% increase in their share

price. MicroFocus is one of the very rare UK companies
playing its part on the international scene in the last
growing tools arena. It only the UK had more of them.

2411/59

FTSE 011
1222.4

m

We
501M“! NIX

1009.0

//
1511 M
“SEW-208.6
CMSW
“ht-1000

Computing
Sent on
lndu
920.1

Computing
Services
lndu

i216

Computh
Swim
ilch
915.0

Nov Dec
24th 89 22nd as

Supt
22nd 39

Oct
201k 89
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Index static for

month
The index remained largely unchanged torthe last month.

Most shares moved little in a month which saw the FTSE
100 increase by 6.3%.

The major gainer, yet again, was MlcroFocus (up
14.4%). newcomer Sage (up 13.8% on launch price).
Macro 4 (up 12.7%) and Hoskyns who gained 7.7% on

one of the best performances seen in the industry this
year. Hoskyns shares had hit 520p on the announcement
« up 60p in two days. But have since fallen back to £4.90.

Computing Services
Share Price Movements
4th Nov to 22nd Dec '89

 

“I: Change
24/1 1/89 to

22/12/89

14.36
13.85
12.75
7.69
4.76
4.10
3.40
3.13
2.94
2.19
1.34
0.79
0.00
0.00
0.00
0.00

0.00
0.00
0.00
0.00
-O.58
—0.97
-1.11
-1.49
-1 .87
-2.01
-2.04
-2.13
-2.24
-2.59
-2.78
-3.09
4.26
-4.62
-7.32
-8.55

-10.26
-11.43
-13.04
-1 6.67
-25.00

Rank

 

MlcroFocus
Sage " Dec 89
Macro 4
Hoskyns Group
Star
Admiral
Loglca
NMW
Ferrarl
Learmonth & Burchett
P-E International
Computer People
ITL
Sanderson

Pegasus
lNSTEM
Systems Reliability
Radius
Quotient
Optlm
Mlsys
Sherwood
Butler Cox " May 89
Apricot
Sema Group
Caplta Group ' Apr 89
MMT
Rolfe & Nolan
Synapse
Trace " Jun 89

SD SCICON
P&P
UCL
Kewlll
Mlcrogen
Telecomputlng
Headland
Electronic Data Proc.
MBS
Memory Computer
Total Systems

m
m
u
m
m
a
m
m
a
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Computing Services index
22nd Decl‘1989

Jams". men-w»

920.14
Total Systems crashed a further 25% in the month. They
now have a capitalisation of just £1.35m compared to
£8.5m when they were placed by Albert E Sharp in March
1988. For results see pages 5 and'11.

 

Memory also declined by 17% until their shares were

suspended pending the outcome of the long awaited
management buyout. The year end results to June 89 are
still not published. Announcements are made regularly
stating that a conclusion to the negotiations is "imminent".

David Stern. who was the "iounder' UK MD, returned in
November and has now become Group CEO in place of
McKenna who becomes Chairman in place oi Casey who
has resigned.

MBS tell another 13% as talks with Ferrarl broke down.
The public reason torthis was Ferrari's objection to letting
MBS have sight ot their internal torecasts. This gave rise
to one 0! Bob Woodland's colourful remarks "I'm notgoing
to teach them any tricks. They lost £18m in the last 18
months, not me". Sourco- FTfilthNBO

 

Computing Services FTSE 100}
Index

Change. In ln'dlcea

Month 24th Nov to
22nd Dec 1989 +0.12% 46.28%
W

Eight months 15th April
to 22nd 030.1989 -7.99% +1 5.02%

 

  

/EDP's final results disappoint \

Final results trom Electronic Data Processing for the
year to Sept 89 show a24% reduction in PBT (to £1.04m)
on increased revenue of £16m. EPS was 28% lower.

The tour year PET and EPS record is as follows:

   

l l 1985/86 1986/87 l 1987/88 1988/89

PBT 63% 37% 2% -24%
EPS 26% 39% -2°/c -28%

  

The Chairman "remains optimistic”and believes 1990 will
see a "satisfactory outcome”despite growing delays in
decision making by prospective customers.

  
The tuture will depend on how quickly EDP get theircpen
sttems act together.
10
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capitalisation Computing Services
Monitor Capitalisation- 22nd Dec '89

Capitulation $Chm90 Ssmnge
22,12,” inel elm:

 

Sage Group - now capitalised at 224.1 m - is now included Iswee mm

in the Capitalisation Monitor. Without Sage, the value of
quoted computing services companies would have risen my.” g:

. a ,
by Just 1 /9 or £17m. Log!“ P £202.69

Ferrarl rose by 42% - or £7.7m - in the month due to the SD 5cm"
success oi their rights issue required for their acquisition 562.97
of UCL. The highest gainer of the month was Hoskyns - £5113

up £14.8m. on their share price due to their excellent tull £61.52
time results. Hoskyns is now the 2nd highest valued UK llllcroFocus £54.67

group. Interestingly. Loglca also gained £6.7m, despite Systems Rellflbllliy 54528
the San Francisco rail contract. on bid rumour. “W99” 943-06

P-E International £37.00

SD-SCICON lost £4m and a link with the French group
SLIGOS was mentioned in the press. Sema was the 225:“

. largest loser - down £6.2m on the month. £2420

224.14
22210
£21.94
£20.70

Learmonlh G Burchett £17.00
Headland £16.93
Radius £16.00

MMT £15.20
Trace ‘ Jm 89 £14.60
UL 213.67
Caplta Group ' Apr 89 £12.50
Butler Cox ' May 89 £9.51
Synapse £7.69
auollent £7.51
NMW £6.78
Rolfe e Nolan £6.01
Electrch Data Proc. £5.35
Sherwood £5.34
Teleconpullng £5.10
Star £4.46
INSTEII 2427
Del. £4.10
Optlm £2.86
Memory Computer £2.74
Total System £15
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/Sage comes to market \

 

Total depression The Sage Group, which develops and markets mainly PC
based accounting software, became only the lourth
computing services company this year to come to the
market when trading began on 14th December.

  
   

 

   

  

  

  

Total made £835k PBTintheyearto March 88 -just betore

they came to the market. This result was up 67% on the
previous year. Total undertakes systems development -
“90% an a time and materials basis". Since the launch,
Total have suffered greatly. The latest interims to Sept 89
show a PET of just £39k on reduced revenue of £860k.

Sage has an impressive trading record in what is
considered to be a tough and competitive marketplace.
Sage has over 50,000 registered users and a "UK market
share estimated to be approx. 30% by volume ".

 

The company put out a statement saying "prospects
remain strong and we are in a position to take advantage
of an upturn in the market whlch surer must come"

£000-Yearto30l9 1965 1986 1987 1988 1989

   
‘ i . Revenue 838 2148 3441 5235 9304

Given the continued shortage of skilled stall and the PST (‘31) 624 1047 151a 2911
absence of "fixed price" contracts, just what has gone so 5P5 (0-6) 2-6 4-3 5~7 ‘25

    

K EPS Growth% — 65% 56% 88% jwrong?
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\

Whetheryou are a quoted orunquoted computing service
company, you would be hard put to match CODA's
financial performance - with a massive 21 1% increase in

PBT to £1.82m and a 30% protit margin on the £6.2m
revenue to year endingatst October 89.

/Sparkling results from CODA

Coda Results - Lest four years

  

lioamOd 1986 1987 1988 I1989
Revenue £1.5m £2.0m £3.2m £6.2m
PBT £321k £493k £585k £1820k

   

Coda specialises in accounting systems tor the mid
range. They started with HP 3000 and have added DEC
VAX and IBM AS/4OO versionssince. CODA Incis "now
giving US VAX market leader Floss Systems serious
problems"says MD Rodney Potts.

McCormack 8. Dodge were rumoured as a bidderlorthe
company recently but, with these results, they should
arouse the interest of nearly every "acquiring" company -

 

provided they have the £20m that Coda is probably now
kworth! /

ServiceTec "snip"

The purchase of Ferrantl's computer maintenance
business by ServiceTec for £17m seems a "snip". The
division contributed £3.9m protits last year - representing
an exit P/E ot just 6.5.A far cry lrom the 40 WE paid by
Apricot tor DDT orthe 31 P/E paid by Granada tor DPCE
in 1988. Maintenance is the "vogue" sector at present.
With a 1 O yeartrade agreement with Ferranti as part of the
package, we will watch ServiceTec with great interest.
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fin next month's \

System House
Next month's System House contains an in-depth re-
view 01 the full year results from the Hoskyns Group '-
consistently the best performer in the sector . Together.
of course, with a complete update on the very latest

company results, the progress made in the Computing

Services index and Capitalisation monitor with all the

major movers identified and analysed.

All the news, all the comment and some of the
rumour.... helping you to understand the fast moving
Qmunes of one of the UK's largest Industries. )

@ranada - another case of "Acquisition Indigestion"?

   

Granada paid £110mtor DPCE in May 88. Other acquisi-
.tions have included CFM and Malnstay. Although the
revenue of the Business Services division has risen trom
£13.8m to £20m (mainly by acquisition), Bernstein had to
admit that "the integration had taken longer and been
more difficult than originally expected. The disruption
caused by integration also had an impact on operating
profits and involved further one-oil reorganisation costs”.
Source - FT Iain December 1989

The tirst three issues of System House have been domi-

nated by poor pertormance from companies hell bent on
the acquisition trail. We have also commented on the
problems laced by TPMs without a product sales activity.

  

Sometimes we wonder why the evidence is constantly
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