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End of an Era

We have now finished the 1999 Holway Report - all 2000
pages. Although 1998 clearly broke all previous records,
we believe it will be remembered as "The end of an Era".
We doubt if the likes of 1998 will be seen again until well
into the first decade of the new millennium.

First the Good News

1998 was the year when:

» the UK Software and Computing Services Industry (SCSI)
increased its growth rate to a record 24%.

 the UK was yet again the fastest growing SCSI| market in
Europe.

* all things related to IT skills - bespoke development and
the role of the IT staff agencies in particular - really

Then the "Bad Omens"

But, for all the good news, the storm clouds could be seen
gathering in the sky for anyone willing to open their eyes to
see. In particular:

» the introduction of the FTSE IT Index might have created
greater awareness etc., but it also contributed towards
significant overheating. The share price dives in Q3 1998 -
when all the 88% rise in the FTSE IT Index made by July
98 was wiped out - caused much damage. New IPOs were
at best postponed - at worst cancelled - and many
acquisitions and associated fund raising were adversely
affected.

* |POs slumped to a low in Q4 98/Q1 99 although they

prospered, with growth
rates in excess of 30%.

* the companies in our
database grew their
overall revenues at 26%.
* growth outside the UK
by UK SCS companies
was 32% with a
particularly  strong
performance in the US.

* profits surged ahead.
The 62% growth in PBT
was largely due to switch
from losses to profits in
a small number of
companies. Even if these
“special effects" were
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currently show some
signs of improvement.

» |T staff agencies were
worst effected with
share prices
"decimated" in some
cases.

Profit warnings abound.
"Uncertainty" for the
future post Y2K caused
insecurity to mount. IT
staff decided to stay put
and staff churn/attrition
plummeted. IT staff
decided that the security
of a permanent job was
preferable to the higher
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stripped out, profits for the rest grew by 25%.

» the companies in our database added over 40,000 staff
to their payrolls but again managed to contain staff costs
by taking on a higher

rewards of contracting.

e even the "highest quality" SCS companies like Admiral
were notimmune. Lower than expected staff attrition, delays
in City contracts and

number of junior/trainee
grades thus altering the
“mix" of those employed
by UK SCS companies.
e valuations - and the
volume - of trade sales
continued to break
records. The most
satisfying finding was
that UK companies once
again bought more/spent
more on acquiring
overseas companies
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Software and Computing Services -
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resulting lower
utilisation rates
necessitated a rare
Admiral profits warning.
If this can happen in
such a highly regarded
company as Admiral,
what of the others?

e the Y2K created its
own "micro climate" in
1999 with companies
postponing work on any
new projects to
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* although there was
much volatility in share prices, on average SCS stocks
continued their upward trend.

e there was a significant increase in interest in the sector
shown by the City and investors alike.
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This affected the ERP
product companies particularly badly. But it also, and quite
surprisingly, seemed to have an effect on the installation
of new PC hardware in larger corporate accounts.

End of an Era - continued on page two
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End of qn Era - continued from p?ge one b major driver in the SCS sector, most of the current internet
* there still seem to be those who think that 20%+ growth oo Wil subside. Most of the current high valued players
rates will continue for ever. Few current managers lived iy so0 share prices fall. A new breed of rather more Boring
through the last SCS recession of the 1970s but most companies earning "real money" from the internet wil
should remerpberthelastb@ slowdom{n of the early19903. emerge. Spotting those companies will provide good
We are conwr:ced thilt growth r'ates in 2000/2001 will be returns - but probably not as spectacular as of late.

back to the 10% to 12% level. Still excellent but much lower the long anticipated - but never consummated - coming

than of Iat_e. Forewarn_ed is forearmed. The problems,_as together of the telecomms and SCS players will happen
alvays, W,,'” ue e_xplerlenced most by those companies  n,5.¢ by way of partnerships than outright acquisition/
currently "in denial® and, therefore, unprepared for the  q1q0r'SCS companies without telecomms "partners® will
future. : ] A ; ! feel increasingly vulnerable.

= even mild profits warnings cause City hysteria. The next o4 acquisitions will return as valuations moderate. One

twelve months could be a very painful period as ¢ 00 acquisitions where both parties are UK and/or world
expectations are dashed and currently inflated share prices Top 10 or Top 20 players will hit the headlines in 1999/
crash. 2000.

» the type of companies supplying the sectorare changing  , 4though we would still like to see some UK-owned
faster than at any time. The generalist BPO organisations ;,+arnational SCS players we suspect that the current
are eating away at the conventional IT outsourcers. General o0 dars could become targets themselves. Sage, Misys,
IT staff agencies will capture market share from the | oqica Admiral etc. might look invincible, but their very
specialists. The internet and e-commerce creates NeW gy ongins and qualities make them attractive candidates
software and services players. Complacency willmeanthat ¢, (mainiy US) companies with deep pockets looking to
your customers are taken from you not by your closest ¢ jonger term. A weakening of both the domestic market
rival, but by a company you might well currently consider ;4 associated valuations) and a possible weakening of

is not even in your market. sterling could accelerate that trend. .
The future? g * as we have said before, brand new SCS giants will
Th?' crIYStacla 2:2 shows a turbulent period ahead. N gmerqe Some of them will be known better for their other
particular w : isti i

» revenue growth falling to 10-12% with profits growth ?v?ltllggist:ah;p ff:rrtLl:Tw;sr »Svgr?é.slcr)\msi?\fict:gz ?\::Sts:gg ?'Baﬁtz
reducing to a similar range. : renaissance continuing at the expense of EDS, CSC and

» average valuations with P/Es of 30+ cannot continue 1o yihers. Microsoft will continue to dominate but it will be a

be justified in a lower earnings growth environment. completely different type of company with <50% of

* average share price profit growth being limited in the next o o,65 coming from product licences before too long.

year. - :
» great pain being inflicted on certain companies (IT Dialog gets more breathing room

agencies, commodity product suppliers) as a result of the | Dialog has agreed a new financing deal with Chase
uncertainties of 1999 and the slowdown in 2000+. Manhattan Bank to increase senior debt with a new $25m
« there will be a rush towards trade sales from companies | l0an. c$11.5m will be used in providing capital for their new
fearful of "missing the boat". Prices paid will reduce (on mlformatlc_)n services, e-commerce an_d web solutions division.
average) although in vogue sectors will continue to Dlalog.sald current trad_lng “was consistent with expectations”,
command hefty valuations. An alliance with a major portal is rumoured.

= general IT staff (i.e. at the commodity end) will experience
greater problems finding and retaining jobs. Of course,
specialist IT staff will still command premium rates.

e Continental Europe could well be a better market than
the UK or the US. Certainly, companies willing and able to
exploit Europe's new found appetite for outsourcing could
flourish “over there"”.

» neither NASDAQ or EASDAQ will attract much UK SCS
interest but the Euro NM (particularly in Germany) will
flourish. UK companies fed up with the poor performance
of our own AIM market will be tempted to do IPOs in Europe.
AIM will belatedly wake up and join Euro NM, changing
and improving its rules and procedures as a result.

» product companies will have to move away from product
licences towards services, transaction charging, application
service provision or, indeed, earning revenues from content,
advertising, telecomms charges or whatever. Those that
believe they can stick with their old models will face a bleak
future.

* strong experienced management is required more in a
slowdown that in a boom. Woe-betide those companies
with weak management.

e fashions may come, fashions may go but Quality
companies with consistent records and strong
management will continue to thrive.

» although the internet and e-commerce will become the
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£221m
£136m
£121m
£113m
£110m
£85m
£64m
£62m

Andersen Consulting £62m

Revenues | Ownership |Notes

18008

Acquired by US EDS
Still UK :
Became Data Sciences, now IBM [
*Merged" with French Sema
Acquired by French Cap Gemini
Acquired by AT&T

Still UK/NED!

Acquired by US Ceridian

AAGR 22%
{ £18,000m -
{ £16,000m -
£14,000m -
£12,000m -
{ £10,000m -

£16370m

£4,000m A

How the UK Software and Computing Services Market has

Chi

1988 - 1998

AAGR 45%
£4,500m

AAGRH 3%

£270m £360m

anged

AAGR 21%
AAGH 37% £7,030m

Sage web of intrigue

We are indebted to Tempus of The Times

for this headline. The story behind the

headlines is more straightforward and

relates to the link Sage has made with IBM ==

to provide services on the internet on

sage.com. They will provide business-to-business services
like Dun & Bradstreet and provide free internet services to
customers. This announcement caused an immediate
c10%+ share price rise but the shares subsequently fell
back to end the month on £21.58p - an increase of just 3%.
With our oft stated comment that “if your long term business
plan relies on making money from product licences your
company will not survive”now etched into IT history, who
knows, some time fairly soon, Sage products could be
offered on a transaction charging basis.

At the same time as the internet headline announcement,
Sage announced yet another set of sparking financial
results in their interims for the six months to 31st Mar. 99.
Revenue rose 49% to £132.5m, PBT increased 48% to
£35.5m and EPS went up 40%. Yet another Boring set of
results and this was partly confirmed by CEQ Paul Walker
when we spoke to him who felt that the UK performance
“‘was a bit boring”. Well we can hardly disagree with him -
UK revenue went up from £30.2m to £39.3m and operating
profits from £13.8m to £18.4m. We would love to see just
what Walker considers “exciting”! France did particularly
well and, overall, revenue from mainland Europe increased
22% to £49m with profits up 38% to £9.8m. The remaining
revenue from the US increased from £15.2m to £44.2m
due to past acquisitions (State of the Art) and will go up
even more next time after the Feb. 99 acquisition of US
Peachtree. And don’t forget the recent acquisition of Tetra
which should help to make the UK performance to become
even more boring in H2.

Walker is particularly pleased with Sage's performance in
France where margins rose to “only” 28%. We say only
because Sage nearly always heads our Holway Report
profit margin tables with well over 40%. When Sage
manages to boost worldwide profit margins much nearer
to those achieved in the UK, that would be really boring.
Comment. For all those who are able to attend our
presentation on the 15th July (and it looks like another sell-
out) then you will be able to see the presentation of an
actual Boring Award to Jackson, Walker and Wylie in
recognition of Sage being the best performing share in our
SCS Index over the past 10 years. They richly deserve all

the applause.

£5400m AAGR 36%

| 1988 @3 1998

E100.

ny and Kevin
_S _mpany m the

) Misys'shares |
unced a c$5.5b merger deal with |

‘rice_s recketed.on optimism that |

ping n; $250m eqwty wzth a promise to spend
: t’ 'mg and marketmg etc: cver the next f;ve

g ‘F!
nders for the Misys share pnca (up an lmmedsate

585;3 and addmg cE500m capitalisation) as Misys announced |

that it expects “significant transaction and services |
revenues”irom the sale on on-line services. But the shares
then fell to end the month down 11% on 522p. Good
services and recurring revenues - Good deal.
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BT Solutions
Revenue Growth
. £1229m

Syntegra

Syncordia

Syntegra Revenue Record

Year ending 31st March

distribution syste i
| providers in i
customers; '

Germany Syncerdia _

| emait and groupware a@p!ma' ns

. We are delighted to learn t

‘ have wanted to see
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Quoted Companies - Results Service
Admiral plc 1 Electronic Data Processing plc (NEW) I Macro 4 plc
Final- Dec 87 Intenim - Mar 98 98] Interim - Mar 89 Tntenm-Dec 7] _Final-Jun 98] Intenm - Dec 98 Compansion
IREV £117,1091,000 1 £12,150,000 4,234 000 £13,152,000 +8.2%]
PBT £17,552,000 £1235.DDD £5250,000 £10,060,000 £5,024 000 -4 3%
EPS 17.50p 323p 5 1760p)  3370p 1660p 57%
AFA Systems plc F.I. Grou| MERANT plc
Final - Dec 97 Final-Dec 08 Intenm - Oct 97 Inienm - Oct 88 Final- Jan 98 Final-Jan99] Compansion|
[REV 6,000 £71.200,000 E151 £67,015,000 £156,121,000 +60.9%)
PBT -£1,801,000 £4300,000 £1U.BTD 000 £7,500,000 £15217,000 -£4,459,000f Profitto loss
EPS =18.80p] 186p 4480 282p 1330p =1.30p] _Profittaloss]
AIT Grou Financial Obiects plc Microgen plc
Final- Mar g8 Final- Dec 87 inal- Dec 98 Final- Ocl 87 Final- Dec 98
£13,556,000 15937 £21,662,000 £66,358,000 0,105
£2,164,000 £2,015,000 £3,438,000 £5.324,000 402
EPS 33p) 747p 154p 898p 880p
Anite Grol Flomerics Group plc Misys plc
Interim - Oct 87 Final - Apr88] Internm - Oct 88 Final- Dec 87 Final- Dec 88 Interim - Nov 87| Final- May 88| Interim - Nov 88] Compansion]
REV £78,948,000 £149 540,000 £81,101,000 £5786 456 £6,910,106 £177,600,000 £447,700,000 £287,900,000 462.1%]
PBT -£526,000 £20,347,000 £3,086,000 £48,085 £384,123 £32,100,000 £51,700,000 £58,900,000 +83.5%)
|EPS n/a 890p 11 030p 1010p 530p 7.70p. +45 3%
Axon Group plc Gresham Computing plc Mondas plc
Final- Dec 97 Final- Dec 98] Compansion Final- Oct 67 Final - Oct 98 Intenm - Oct 87| Final- Apr 98| Intenm - Oct 88
REV £10.353,105 £20,024 253 not comparable|REV £8689,000 £23,063,000 2 £143075 £297,168 £223945
PBT| £43496 £1,824,401| not comparable{PBT| £667,000 £3,003,000 +3502%(PBT) -£250,795 -£484 322 -£208,004
EPS 002p 2.80pin PS 117p 573p +389.7%IEPS -4.10p -790p
Azlan Group plc (NE Guardian iT plc Moorepay Gi
Final-Mar 88 Final-Mar 98 Final- Dec 87 Final-Dec 97
REV/ £292,073,000 £343,000, ,026,000 X REV E5283,379
PBT -£7,860,000 £3,900,000 £4033,000 | PBT £1,385201
_EEJ -1220p 41 570p 9.00p 904p .
Bond International Software glc Harvey Nash Group plc Morse Ho!dlngg plc
an inal- Dec 98] Compansion Final- Jan 98 inal - Jan 8! Final-Jun Interim - Dec 68, inal - Jun 98
£8807 697 | a7, v 796, £104,851,000 343000| E144275000] £216,101,000|
£71 8250 £935378 +3029%4IPBT)| £5205,000 £8,869,000 9 0 £9,784,000 £11,799,000
354 454p 428 2%4EP S 1233p 1928p 516 aipl
Cadcentre Group plc Highams Systems Services Group MSB International plc
Tntenm - Sep 07| Final - Mar 98] Intenm - Sep 98 Inerim - Sep 87] Final- Mar Interim - Sep 88 Final- Jan 88 Final-Jan88] Compansion]
IREV| £8.240,000 £17,727,000 198 E11,31A%ﬁ £2: 1 £128,793,000 £101,345000 +48 6%}
PBT] £841,000 £2,754,000 £1,367,000 £647,000 £8,043,000 £8,088,000 -10.6%;
EPS 326p 10.06p] l,ﬁ_?ﬂ 245p 3000p) 27.00p) -10.0%)]
Capita Group plc ICM Computer Group plc MSW Technology plc
Final- Dec 87 Final- Dec 88 Interim - Dec 87 - Interim - Nov 87| Final - May 88] Intenm
REV|  £172,804,000 £237,802,000 £17,998,000 £1,080,000 £2908 951
PBT £18,312,000 £27,016,000 £1416,000 £76,952 £503,055 -£140.308
EBS S 879 3700 itepl ___634p) =1
Cedar Group plc ilion Group plc NSB Retail Systems plc
i Final- Dec 87 Final- Dec 98] Comparision Final- Dec 87 Final- Dec 98] Compansion
REV £203,134,000 £244 803,000 +205%IREV. £3284 464 £8,366 637 +154 7%
PBT| £6,100,000 -£3.243,000 Profitto loss||PBT| £837,516 £1477983 +76.5%]
EPS __1510p -880p] Profittoloss|EPS 650p 1090p #B7.7%
Intelligent Environments Group plc (NEW) Oxford Molecular plc
Final-Dec 87 Final - Dec 87 Final- Dec 68] Comparision Final-Dec 87 Final- Dec 68
REV £6 528,000 E4 443,146 663311 +H9. £15,641,000
PBT £548, DDO -£3,009.417 -E1 .024.104 Loss both{|PBT £256,000 -£1.228 000
PS 482p] -13.30p 34 h S 0200 =
Internet Technology Group plc Parity plc
Final- Dec 87 Final-Oct 87 Final- Ocl 88]  Compansion) Final- Dec 87 Final-Dec 87
REV £3025,110 £3.074,188 £11,012,000 77 EV[ £202,076,000 £260200,000
PBT) £275,564 -£1,963,203 E55,000| Lossto profit||PBT £13488 DOD £20,032,000
PS 1.10p. -861p. 012p| Lossto profjIEPS 20 2652p
IS Solutions plc Pegasus Group plc
Final- Dec 97 Final- Dec 87 Final - Dec 98 Final - Dec 87 Final - Dec 88
| £302,992,000 E8,748,076 EB745633 447,000 4879
PBT £38,467,000 £530,845 £842384 £1,698,000 £928,000 :
EPS 19.10p A2p. = 1367p] L 2030p 1880pl -358%
ITNET plc
ferim - 5op 0 Final Dec 07 Final - Dec B8] Tntenm-Sep a7
1087 | ~ EB1,713,000 £105,728, E1.u§nﬁu
PBT)| £830,000 £5,089,000 £7.346,000 -£1,742,000
EPS 489p +419 480p §.90p -360p 80p
Compel Group plc JBA Holdings plc Policy Master plc
inferim - Dec 87]  Final- Jun 88] intenim - Dec §7] _Comparision) Final Dec 87 Final-Dec 88] Compansion| Final-Dec 87 Final-Dec 88
REV E£86,633 ,003, 80! +H0.4%REV £221,737,000 £261,537,000 31, REV £8,195,060 £11,338,405
PBT £3,666,000 021, +358%IPBT) £5233,000 -£1,686,000 Profitto loss||PBT| £435608
|EES 8 11 as S 98 -2046p) Profi (d
Computacenter plc JSB Software Technologies %Ic Proteus International
Final-Dec 87 inal-Dec Comparsion| Tntenm Nov 97] Final- May 98] Intenm - Nov 0mpansion inal - M ar 8
REV/| £1,133,523,000 £1,586,238,000 430, EV|™ not available ﬂ}ﬁﬁ.ﬁﬁ £1,760,000|  not avaiable||REV
PBT £47,000,000 £64 603,000 +37.2°4|PBT| not available £B,OOO -£373 500 not available|lPBT
leps 1750p) 2 : fol gvaiable I s
DCS Group plc Kalamazoo Com uter Group Eﬁc Quality Software Products Holdings pic
Final-Dec 87 Tntenm - Sep 87 Final- Mar88] Intedm - Sej Compansion| Final - Dec 87 Final- Dec 88
REV™ £59.7T7T, EEE!E?.&W £65711,000(  E32 15%@ - 16,881 £41218,438
PBT| £4,920,000 -£514,000 -£2,329,000 -ESS0,0DO Loss both{iPBT £2655,ZBD £4,604 830
;_EPS 15290 -1.00p’ -3.00p. =114 Loss bothlEPS 18.00p 3260p
DRS Data & Research Services plc (NEW) Kewill Systems plc Quantica plc
Final- Dec 67] Interim - Sep 97 Final- Mar 98 Final-Nov 87 Final-Nov 98
REV £6,765,000 £19,334,000 £45,088 000 | £5635,000 £15.1
PBT -£828,000 £3,100,000 £6,813,000 £3,196,000 £1,011,000 £3,460,000
: 1470p! 3030p 1290 6790 +
Delcam plc Logica RM pic (NEW)
Final- Dec 97 Final - Dec 98 Interim - Dec 97 Final - Jun 88 Interim-Mar98| Final-Sep 98| Intenm -Mar89| Compansion
REV £14,556,443 £216,256,000 £472 957 000 £50473,000 £130,886,000 £71.116,000
PBT £504,036 £15517000|  £41,825000 £636000|  £10,037,000 £2,493,000
|\EPS 7.10p 31 846D 0.50p. 1 190p|
Diagonal plc London Bridge Software Holdings plc
Final-Nov 97 Final Final-Dec inal- Dec 9 -Dec 88] Compansion
,000 £ A20] 375, 057 * .
£3302,000 £3,701,000 £7,365,000 £610000| Lossto profit
1357p 287 19.77p) ouJ_umm
Dialog Corporation plc Lorien plc Real Time Control plc
Final- Dec 97 Final- Dec 88 Final-Nowv 87 Final-Nov 88 Inienm - Sep 97| Final- Mar 98] Intenm - Sep 88 Compansion|
REV] £46,082,000 £170,762,000 £116,930,000 138,407, £7.181.000 E15,880.000 £8.,580.000 +19.6%]
PBT -£20,432,000 £5,564,000 585, £2 549,000 £1,477,000 £3,163,000 £1,887,000 +27.8%
PS -2052p 2.90p 8.00p 14 3 1850p]. _  +27.6%)
Division Group pic Lynx Group plc (NEW) R nition Systems Group plc (NEW)
Final- Ocl07 Final- Ocl 98 Interim - Mar 98] Final- Sep 98| Interim - M ar 99 Intenm -Mar88| Final- Sep 98] Intenm - Mar 88 Compansion
|REV ] | 8,020 £80.393,000] £180,870,00f £103,844,000 £327,000 £788,000 £955,000 920
PBT -£1,783,000 -£3,842,000 £5,526,000 £13252,000 £6,370,000 -£1,333,000 +£2 260,000 -E733,000 Loss both
EPS -4 19& -7.90p 3 4 3820 3200 -8.30p =120p Loss
Druid Group plc MMT Computing lEglc:: (NEW) Riva Group plc
Infenim -Dec 87| Final - Jun 98] Inlenm - Dec & 98] _Final- Aug 98] Interim - Feb 99 Final - Dec 87 Final-Dec 98] Compansion|
[REV q 504,000 £27834,000| 971 B98,608|  £21536,000 T £80,080,000 Ha1%
PBT £8,044,000 £4,041,000 El250 DCIO £10,005,754 £5,119,000 £1,339,000 £403,000 -69.9%]
|EPS 2337p 11.60p. 22.70p] 5060p| 60p 2.00p -010p| Profitio loss
ECsoft Group plc M-R Group plc Rolfe & Nolan plc (NEW)
Final-Dec 97 Final-Dec 98 Interim - Dec 87] Final- Jun 98] Interim - Dec 98 Final- Feb 98 Final- Feb 89] Compansion|
REV £44 235,000 £62211,000 £20,820,000 £46,822,000 £24 260,000 £21,714,000 £21,000,000 -33%
PBT £4,111,000 £8,108,000 £3,000,000 £6,902,000 £1,380,000 -£694,000 £1600,000| Lossto pofRt
S 34500 3800 9200 1.80p -1020p 79001 Lossto profil
FE Eidos plc NEV\{Q MDIS Group plc Romtec plc
Final- M ar 08 Final-Mar Final- Dec 87 Final- Dec 98 Inlenm - Jul97] _ Final-Jan 98] Intenm -Jul98] _Compansion
] £226 284,000 116,925, E133014, £2,400,000 E4217 440 £ B
PBT £16.507,000 £37.920,000 £221.000 £3,966,000 E130,000 E310718 £30,000 <769
EPS §4.10p 14150p 0220 3.06p 180p 410p :030p| Profitto ioss
June 1999 5
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Quoted Companies - Results Service

Royalblue Group plc Spring Group plc Touchstone Group plc
Final- Dec §7 Final- Dec 98 Interim - Oct §7 inal- Apr Interim - Oct 98’ Interim - Sep 971 Final- Mar 98] Interim - Sep 68 cumgansinnq
REV' £20,647,000 £29,514,000 £119,326,000 £278,231,000 £193,301,000 £2,968,000 £6,154,000 £3,508,000 +17.0%
PBT £2,041,000 £4,543,000 £6,574,000 £18,109,000 £3 206,000 n/a £841,000 £460,000 n/a
EPS 3.60p 9 3.05p 8.38p 0.78p n/a 681p 3.30p! na
Sage Group plc (NEW) Staffware plc Trace Computers plc
Intenm - Mar 881  Final- Sep 68] Interim - Mar 89 Final- Dec 97 Final-Dec 98] Compansion Intenim - Nov 87 Final- May 98] inlenm - Nov 88] _Compansion
REV £88,798000] £191,547,000] £132545000 £17.585,000 £22.187,000 +26 2%(REV £7,170,000 E14658 625 £8 684,000 +421.1%)
PBT| £23.967,000 £47,635,000 £35479,000 £1,772,000 £250,000 -85.9%{PBT £409,000 £1.205,166 £928,000 +126.9%)
EPS 14 68p 28 BSp 20.58p +0.2" I P 10.70p 1.10 -89 7%IEPS 216p B6.11p’ 447, +106 9%
Sanderson Group plc (NEW) Superscape VR plc Triad Group ple
Intenm -Mar88] Final- Sep 98] Interim - Mar88] Compansion Intenm - Jan 88 inal- Jul 98] Intenm -Jan89] Comparision Intenm - Sep 87] Final- Mar 88] Interim - Se% 68] Compansion
REV £34,743,000 £73,588,000 £54.,366 000 7 vV £2,568,000 £4,220,000 £2,122,000 =17 A%|IREV £14,139] £32,161,000 112,000 4
PBT! £4,049,000 £8,592,000 £5,609,000 +38.5%4PBT| -£956,000| -£3,516,000 -E87,000 Loss both|[PBT £2.851,000 £6,609,000 £3,816,000 +33.8%
LF'S 6.20p] 12.80p 720p HB1%IEP S -10.80p -37.30p -071p Loss bothlEPS 2.00p 17.78p 3.00p +50.0%
SBS Group plc Synstar plc Ultima Networks plc
Intenm - Feb 88| Final- Aug 98| Interim -Feb 89 Caompansion| Final-Dec 87 Final-Dec 68 Interim - Jun 87 Final- Dec 97] Interim - Jun 88 Compansion
REV £11,308,000 £35,856,000 £28,318,000 +1504HIREV £144 461,000 £164,425,000 £20,892,000 £38,598,000 £6,266,000 0.3%)
PBT| £529,000 £1,485,000 £1.367,000 158 4%IPBT £5660,000 £2,169.000 -£424000)  -£13240,000 -£833,000 Loss both
|EPS 4.80p 11.80p 960p +100.0¢ PS 3.50p 1.70p - 0.10p -16.20p’ -0.99 5
Science Systems pic Systems Integrated Research plc Vega Group plc
Final- Dec 97 Final-Dec 98] Comparision) Interim - Nov 9 Fmal-Ma{Gﬂ Intenm - Nov 88| Compansion Intenim - Oct 97 Final- Apr88] Interim - Oct 98] Comparision
REV! £18,601,000 £24319,000 +30. R £516,000 £1,035,000 £661,000 +28 1%4[REV £10,3898,0 £22.457,000 £12,870,000 +23.8%
PBT £1,852,000 £2217,000 +19.7%IPBT -£206,000 -£493,000 £32,000| Losstoproft)iPBT £805,000 £3,081,000 £1,428,000 +T74%
EFPS 6.90p 8.90] +29.0" PS -2.40p -4 00p 0.10pl_Losslo profijiEPS 348p 13.75p 6.00p +72.4%
Sema Group plc Tetra plc Workplace Technologies plc
Final- Dec 97 Final-Dec 98] Comparnsion| Intenim - Nov 87| Final- May 98] intenm - Nov 98 Final- Dec 97 Final- Dec 98
REV| £1,130,086,000 £1,250,400,0¢ +10.| £13,312,000 £30,286,000 16,463 +23. Vi £65,638,000
PBT £64,073,000 £97,800,000 +526%IPBT -£2 608,000 -£558,000 £1525000 Losstoprofitf|PBT £1,830,000
|EPS 980p 1480p +52.1 PS -14 97p -7.28p 3.76 Loss to profit|EP S 217p 99 5%
Sherwood International plc Torex plc XKO Group plc
Final-Dec 87 inal-Dec 88 0 Mmpansion| Final- Dec 87 Final-Dec 98]  Comparision PF Final 30 Sep 68 Comparision
REV £30,036,000 ‘rﬂz;a;m:tt—‘—t__ﬁmv £21,020,000 £21,770,000 3 5H[REV £24,000,000| not comparabie
PBT £3,095,000 £5.494,000 +77.5 BT £7277,000 £2,982,000 -59.0%|IPBT £1,800,000| not comparable
PS 2330p 36.00p 454 5%EPS 16.20p 6.80p -58 0%IEPS n'a na
Skillsgroup plc 1 Total Systems plc Zergo Holdings plc
Final- Nov 87 Final- Nov 88 Cor iSion Interim - Sep 87 Final-Mar 98] Intenm - Sep 88]  Compansion Final- Apr98 Final-Decd8] _Compansion
REV| £376,969,000 £208,400,000 -44 TRIREV] £2017,128 £4,134 866 £1,780,866 T1T%|[REV E13,176,770 £9,883 512 not comparable
PBT| --£16308,000 £14,400,000 Loss to profit|PBT £476206 £1,019875 £495484 +H.0%IPBT £206 664 -£5,173,012| not comparable
EPS -22 90| 12.30p| 055 10 profitlEP S 319p SB_D_E 332 +4 0 PS -Oﬂg -253_0_1 nol comparable
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“Irregular” goings-on at ilion
ilion’s share price took a bit of a nose-dive when they
announced the discovery of an “irregular transaction” in
the UK business which potentially could cause a group
loss of cE500K. Legal proceedings are evidently a
possibility after they carry out a “full investigation”. We will
keep you posted. What is it about networking companies

like Azlan and ilion that create these kinds of goings-on?

agge

ITNET’s “maiden” purchase

ITNET has announced its first acquisition since the IPO in
June 98 when they acquired Technosys for £9.1m cash
|plus a further profit related maximum of c£4.1m in shares
at current valuation. Technosys is a fee based consultancy
with 80 employees and “specialises in e-commerce,
knowledge management and MS Windows NT”. Technosys
had 1998 revenues of £6.6m and profits of £880K and
also cash in the bank of £1.4m. (note Regent acted for
Technosys...their 29th deal in Europe in 10 months).
Also this month, ITNET has been appointed preferred
supplier by Enfield for the largest ever local government
outsourcing contract worth nearly £60m over 10 years.
This has bought new orders so farin 1999 to c£100m. But
then we have always though ITNET to be one of those
rare “quality” companies.
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UK M&A

DCS has had a busy month. They have acquired US HB
Ulrich & Associates (solutions to the global logistics industry)
for $10m (c£6.2m). Ulrich had 1998 revenues of $3.8m and
profit of $1.4m before the staff bonus of $1.1m. Then they
bought The Computer Advisory Centre and Trebledata for
an initial £940K and up to a further £100K on profits.
Combined sales of the acquired companies are c£1.4m but
lost £100K in 1998. And lastly they acquired a 51% stake in
German based CARDIS (Car Dealer Info. Systems) from
Siemens for an initial £1.7m and up to a further £700K. DCS
can acquire the remaining stake in the next two years for
£2.2m. CARDIS provides automotive solutions and services
and had 1998 revenues of £31.4m and a PBT of £200K. Looks
good and continues DCS’ “stick to the knitting” policy.
Reuters’ subsidiary Instinet Corp. has made a $20m equity
investment in WR Hambrecht & Co. to give them a 11.4%
stake. Hambrecht was set up to take companies public through
an on-line auction system. Reuters also have said that they
intend an IPO in the US in @399 of US subsidiary TIBCO
Software Inc.

Dixons (through its ISP Freeserve) has upped its stake in
GlobalNet Financial to 13% by exercising options on another
2m shares. Freeserve has further options which could up the
stake further to nearly 20%.

VC Quester Capital Management has invested £400K in
Purple Technologies. Purple is a ‘leading developer of
advanced software solutions for mobile computers”,

Action Computer Supplies has agreed “merger” terms with
US Insight Enterprises Inc. “to create a leading global direct
marketer of brand name products”. It seems to us to be an
acquisition of Action really.

Druid has acquired a 19.98% stake in US Synergy
International Consulting for $1.15m. Synergy supplies
consultancy services to aerospace, engineering and
constructions markets and in 1998 had revenues of $4.1m.
Logical Support Services (LSS) has acquired Estateman
(property management software) for an undisclosed sum.
Estateman has 20 staff and £1.1m revenues. LSS (part of
Logical Holdings) is only in its second trading year and has
in excess of £15m revenue and is a software developer for
financial services.

Capita has acquired IT staff agency Oldham & Tomkins and
project management MPM Adams for a combined £18.6m -
with the cash element funded from the Mar. 99 placing.
Private equity group Apax Partners has invested £3m in
Accunet - engineering support software.

AIM quoted Sports Internet has acquired Planetfootball
(official branded football website developer) in an all share
deal that values Planetfootball at £24m.

Keane Ltd (was ICOM) has acquired Parallax Solutions
(PS) for an undisclosed sum. PS has 150 staff and annualised
1999 revenues of ¢$14.7m and “develops enterprise-scale
business solutions that in tegrate emerging technologies with
legacy systems”. Now you know.

Torex has bought Systems Guidance for an initial £2.1m
and up to another £1m on profits to enter the supply chain
management and e-commerce markets. SG had 1998
revenues of £2.3m but made a loss of £300K.

Dicom Group has said it intends to seek a listing on the
Neuer Markt - part of the Frankfurt exchange - at some time
after the company announces its July 99 results.

Morse has acquired Hughes Rae Ltd (consulting and apps
development for e-commerce) for £250K + £4m performance
related.

CFS Group has agreed to sell its Consumer Finance (CF)

Mergers and Acquisitions - continued

division to Skipton B/S unit Amber Credit for £1m cash.
The CF division includes Premium Select Marketing which
only broke-even last year on revenue of £1.54m. This division
is no longer considered core for CFS.

UK-NASDAQer Select Software Tools has been left
floundering after the collapse of its merger bid with US Base
Ten Systems Inc.

Invensys, the UK-based global electronics and engineering
company created by the merger of BTR and Siebe, is to
acquire US ERP and asset management software company
Marcam Solutions for c$60m cash. Marcam, where General
Atlantic has a 25% stake, had revenues of c$125m and losses
of $6.2m in the year to 30th Sept. 98. Invensys has bought
two other SCS companies - Wonderware and Simulation
Systems - in the last year.

involvedin share |
: al,. staff share

,,xec: Chatr_,an .Jaok Roweii ;
) will “retire” with a £1.8m pay-off. |
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wm ﬁo well. The market loved the news with an immediate
nsa but still Fi's share price ended May down 3%. f
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: FTSE IT (SCS) Index 1559.80|
FTSE 100 6226.20
FTSE AIM 977.00

fsu:m =10000n 15thApril 1588

ScSlindex 4916.74]

FTSE SrnaIlCap

2546.70

{Month (3074799 to 31/5/99)
{From 15th Apr 89
{From 1st Jan 90

4From 1st Jan 91

{From 1st Jan 92

4From 1st Jan 93 +208.53%|+118.73% +83.57%
-|From 1st Jan 94 +194.49%| +82.14% +36.28%
{From 1st Jan 95 +227.96%|+103.11% +45.82%
4From 1st Jan 96 +117.70%| +68.76% 2.47%)| +31.17%
4From 1st Jan 97 +83.63%| +51.18% 0.09%| +16.65%

1From 1st Jan 98

-4.48%| -4.98%
+391.67%|+203.18%
+434.37%|+163.60%
+594.58%| +188.20%
+370.56%|+149.74%

+2.23%

62.00%| 21.24%| 55.98%| -1.51%| 10.09%

{From 1st Jan 99

24.74% 5.84%| 7.87%| 21.88%| 22.98%

Move since | Mowe since
Z 1stJan 98 1stJan 99
- |System Houses 68.2% 8.5%
|IT Staff Agencies -31.0% -16.8%
|Resellers 3.0% 9.6%
Software Products 64 0% 40 2%

Terence Chapman plans ﬂoat
Finance sector software and services company, The
Terence Chapman Group (TCA) is planning to float on
the main London market “during the next few months” -
sooner rather than later we guess. They run two main lines
of business: TCA Consulting (74% of the total revenue) -
systems consultancy primarily to the wholesale banking
industry - and TCA Synergo (26%) - software solutions for
stockbrokers with their TAROT product. Thev have about
250 employees. Hoare Govett are the advisers. We are
delighted. TCA are a great company known to us for a long
time. They will make a fine addition to the IT quoted
companies.

In the year ended 31st Aug. 98, TCA had revenues of
£20.9m and a PBT of £3.4m. In their interims to 28th Feb.
99 they had revenues of £15.7m and PBT of £2.7m. Since
our records began, TCA has always increased revenues
annually, although the profit record has been a bit more
chequered at times.

The proposed valuation is “in excess of £80m”which looks
pretty fair to us at 4xrevenue - about the sector average!
They intend to raise c€24m, with £12m new money ‘to
strengthen the balance sheet and assist in financing future
business ventures”. VCs Thompson Clive will be very
pleased (at last) with the return on their 26% stake.
Chairman Terry Chapman owns ¢33% and another 25%
by management and staff. A few more “IT millionaires” to
add to the growing list!

Excellent results and prospects at RM

In RM’s excellent results for the six months to 31st Mar.
99, revenue went up 41% to £71.1m with PBT up nearly
4-fold at £2.5m. EPS also increased nearly 4 times. But, to
be fair, the previous interims were badly affected by the
education spending “freeze” last time around. Even so
pretty impressive figures and with the increasing IT
education budget, the outlook for the year is “good”. And
RM finished up with £16.6m cash in the bank at the half
year end. We especially liked the 60% increase in software
and services revenue and the long term outsourcing deals
with the likes of Dudley Council - worth £43m over 10 years.
As the government is spending about £1.7b over the next
three years on the National Grid for Learning, the prospects
for RM are indeed superb. The initial focus on primary
school education - their core market - has led to an
impressive 140% rise in turnover in the period. With
presumably more to come.

Comment. RM’s shares have already increased 14% this
year - even though they fell 3% this month to end on 527p.
But at a prospective P/E of 56 - they cannot be considered
cheap. But, RM is the market leader and is highly regarded.
With more government money being spent on education
and opportunities overseas and via the internet untapped,
the future for BM knows no real bounds.
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' Iservice...so far

Glotel has now floated

As previewed, comms staff agency Glotel has now placed
shares at 140p in an IPO which valued them at £53m.
HSBC said that the placing was “comfortably
oversubscribed”. The company raised £13.3m but the
directors still hold 51.9% even after the placing. Last month
our £50m capitalisation estimate (“too low” was the general
opinion) caused quite a few phone calls. But at ¢50%
revenue we felt that the IPO price looked about right.
However, post IPO the shares rose immediately to 189p
and ended on 199p - a 42% premium. Glotel themselves
have been at some pains to point out that 90% of revenue
comes from the placement of telecomms and network staff
- thereby trying to distance themselves from the “pure” IT
staff agency market with its current rather poor image.
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System House SCSI Share Prices and Capitalisation
Share PSR Scsi Share price Share price | Capitalisation | Capitalisation
FTSEIT | SCS Price Capitalisation Historic Ratio Index move since % maove move since move (£m)
Index? Cat. | 31-May-99 31-May-99 P/E Cap./Rev. 31-May-99 30-Apr-99 in 1999 30-Apr-99 in 1999
Admiral Yes cs £8.93 £571.20m 35.1 3.88 32258.09 -15.00% -23.39% -£99.80m -£167.40m)
AFA Systems SP £1.07, £13.40m Loss 16.56 887.50 14.52% -1.84% £1.70m -£0.30m
AIT Group CS £3.61 £73.30m 45,2 5.41 2406.67 -0.41% 56.96%| -£0.30m £26.60m)
Anito Group Yes cs £0.42 £102.00m 15.5 0.68 242,69 -5.68%| 3.75% -£6.20m £3.70m|
Axon sP £2.50 £122.00m 89.3) 6.09 1428.57, -0.99% 42.86% -£1.20m) £36.60m)
Azlan Group Yes R £0.79 £84.60m 30.9) 0.25 343.48 -0.63% 28.46%) -£0.50m| £18.70m)|
Bond Intemational SP £0.98, £13.30m 21.5 1.51 1500.00 10.17% 3.72%| £1.30m £0.50m|
Cadcentre Group SP £1.83 £30.30m 15.2 1.71 912.50 1.96%| -28.01% £0.60m -£11.80m|
Capita Group CS £6.18| £1,276.00m 68.4 5.37 55630.63 -6.08%, 11.16%| -£31.00m)| £177.00m)
Cedar Group SP £1.12 £39.60m 20.9 3.7 1061.90 -7.85% 15.54% -£1.40m| £7.30m|
CFS Growp sP £1.34 £21.20m 1.7 1.93 1483.33 -12.46% 34.17% -£3.00m £5.40m|
Clinical Computing SP £0.39) £9.66m 34.9 3.18 310.48 -11.49% 5.48% -£1.24m £0.50m|
cMG Yes cs £16.38|  £2,099.00m 51.3 4.73 11296.55 -2.62%| 7.41% -£55.00m £146.00m
Compel Group Yes R £4.03 £127.60m| 16.5 0.61 3220.00| -8.63% 1.13% -£12.00m £13.80m)|
Computacenter Yes R £4.05 £716.90m| 15,0 0.45 604.48 -10.50% -7.95% -£84.00m -£61,90m
Comino cs £2.94 £39.10m| 20.7 2.97| 2261.54 5.38% 41.69% £2.00m £11.50m)
DCS Group Yes cs £5.39 £125.60m 25.3 1.14 8983.33 -15.65% -0.19% -£22,60m £0.90m
Delcam SP £0.89 £5.22m Loss 0.38] 340.38 5.99% 90.32% £0.29m £2.48m|
Diagonal Yes CcS £2.60 £209.00m 41.0 2.98| 3780.07 -5.80% 7.88% -£12.60m £15.50m|
Dialog Corporation cs £0.91 £138.00m 38.2 0.81 827.27 -25.71%| 56.90% -£47.60m £50.20m|
Division Group (Delisted) SP £0.40 £27.50m Loss 4,57, 987.50 0.00% 64.58% £0.00m £10.80m)
DRS Data & Research SP £0.18 £6.23m) Loss| 0.92 163.64 18.03% 41.18%) £0.95m £1.82m)
Druid Group Yes cs £0.65 £222.90m 33.3 5.49 3509.09 -23.26% -26.76% -£67.60m -£78.80m)
ECSoft Yes cs £9.18 £100.00m 14.7 1.61 507.75 -18.44%| -50.41% -£22.60m -£101.70m|
Electronic Data Proc SP £0.71 £18.50m 11.4 1.61 2158.60 3.68%) 4.,44% £0.70m £0.80m)|
Eidos SP £20.80 £359.80m| 12.6 2.62 20800.00 -12.20% 121.28% -£47.70m £199.10m
Fl Group Yes cs £3.20 £650,90m 63.5 4.03 8205.13) -3.03% -2.59% -£11.70m -£8.70m|
Financial Objects SP £2.49 £88.50m 27.7| 4,09 1080.43 -5.87% 1.43% -£5.60m| £1.20m
Flomerics Group SP £2.93 £7.61m 29.0 1.10 2250.00 39.29%| 88.71% £2.15m £3.58m
Gresham Computing cs £1.32 £56.20m 22.9 6.47, 1413.98 -12.62% 29.56%| -£2.50m £20.50m)
Guardian IT Yes cs £4.83 £247,00m 53.1 8.32 1892.16 -21.22%| 1.58% -£66.60m £3.80m)|
Harvey Nash Group A £2,99 £84.20m 13.2 0.80 1705.71 -8.85% 3.71% -£8.20m -£3.20m
Highams Systems Servs A £0.68 £12.90m 11.4 0.51 1888.89 10.57% -20.00% £1.30m -£3,10m
ICM Computer cs £2.25 £42.80m 18.1 1.19 1250.00 -9.09% -11,24% -£4.20m -£5.50m)|
ilion Group R £0.85 £21.30m| Loss 0.09 531.25 -15.84% 50.44% -£4.10m| £7.10m
intedligent Ervironments SP £0.80| £25.40m Loss 3.83 851.06 -13.51% 79.78% -£3.90m £11.60m)|
Intemet Techrologies cs £1.60 £72.00m n/a 6.54 8000.00 -9.86% -4.76% -£7.90m £29.30m)|
|'S Solutions cs £2.60 £12.50m 18.9 1.43 1940.30 0.83% 26.83% £0.10m| £2.66m
ITNET Yes cs £3,37 £236.60m 44.2 2.24 961.43 -7.43% -2B.78% -£18.90m -£95.60m
UBA Holdings Yes SP £1.39 £51.20m Loss 0.18 865.63 -3.82% -25.14% -£2.10m -£16.70m
JSB Software SP £2.42 £28.60m n/a B.51 1210,00 -4.54% 1B.05%| £4.50m £9.10m
Kalamazoo Computer CS £0.42 £17.80m| Loss| 0.27 1185.71 -22.43%| 5.06%!| -£5.20m| £0.90m)|
Kewill Systems Yes SP £12.93 £178.40m 27.6 3.96] 5108.70) 11.17% 1.37% -£22.40m £7.60m
Logica Yes cs £5,79| £2,146.00m 56.4 4.54 7929.31 -2.85% 10.81% -£63.00m £217.00m
London Bridge Software Yes SP £16.40 £492.00m 77.7 21.99 8200.00) -2.53% 27.38% -£11.10m £110.90m
Lorien A £1.34 £26.20m 6.6 0.18) 1335.00 2.69% -8.87% £0.70m -£2.50m)|
Lyrx Holdings Yes SP £1.63 £174.40m 17.6 0.96 4062.,50 -6.34% -18.14% -£11.80m -£37.80m
M-R Group cs £1.19 £66.40m 17.5 1.42 472.22 -0.83% 17.24% -£0.60m £9.80m|
Macro 4 Yes SP £6.65 £131.00m 20.4 5.41 2681.45 -2.92% 95.59%) -£3.90m £64.00m)
MDIS Group Yes cs £0.29 £66.80m 20.1 0.50, 110.58 -8.73% -37.50% -£6.40m -£31.00m|
Merant Yes SP £1.57, £225.50m 22.4 1.44 758.28, 6.44% 51.69% £13,70m £76.90m|
Microgen Holdings cs £1.59 £82.40m 18.0 1.18 677.35) -9.69% 15.69%) £6.10m £22.80m
Misys Yes SP £5.22|  £2,946.00m 33.5 6.58 6488.07 -10.63% 19.27% -£344.00m £486.00m|
MMT Computing Yes cs £7.00 £84.70m 13.8 2.31 4166.67| -12.77% -25.33% -£11.60m -£27.80m|
[Mondas sP £0.64 £8,00m Loss 26.94 846.67 -7.30% 25.74% -£0.63m £1.64m|
|Mocrepay Group cs £2.80 £32.80m| 22.1 3.82 4725.28 3.70% 21.74% £1.20m £5.90m
Morss R £2.13 £260.50m 28.9 1.21 852.00 -9.36% -14.80% -£26.80m -£45.20m
MSB Intemational Yes A £1.88 £38.20m 5.0 0.20 986.84 -21.05% -44.85% -£10.30m -£31.20m|
MSW Technalogy sP £1.26 £10.30m| 34.9 3.54 1298.97| -6.67% 18.31% -£0.80m £1.57m|
NSB Retail Systems sP £4.13 £45.40m| 36.5 5.43 3586.96 4.07%, 142.65% -£1.90m| £26.70m)
Oxford Molecuar SP £0.51 £44.40m Loss 2.06 637.50 -7.27% 5.15% -£3.50m £2,30m
Aty Yes A £6.05 £299.20m 22.0 1.03 33583.21 -11.43% 5.59% -£38.00m £17.00m)|
Pegasus Group SP £2.60 £18.20m 13.9 1.22 708.45 -5.97% -14.05% £1.20m -£3.00m|
Phonelink cs £0.43 £29.20m Loss 9.11 274.19 10.39% 54.55% £2.80m £10.30m|
Palicymastar sP £2.37 £33.30m 33.9 2.94 1576.67 2.67% 24.80% -£1.00m £6.60m|
Proleus Internati onaj SP £0.39) £28.90m Loss| 41,52 464,29 -13.33%) 9.86% -£4.40m £2.60m|
Quality Software Prods SP £5.13 £70.20m 16.5 1.70 1348.68 -6.39% 44,37% -£4.30m £21.90m|
Quartica A £0.46 £18.60m 6.7 1.23 366.94 8.33% 37.67% £1.50m -£9.80m
Rage Softwara sP £0.16) £37.80m 22.9 10.44 596.15 -1.59%| 87.86%| -£0.60m £17.70m!
Real Time Contrgl SP £4.90 £34.30m 14.1 2.16 10000.00 2.97% 1.55% -£1.10m £0.50m)
Flecognition Systems sP £0.15 £11.10m Loss 14,09 214.29 -10.45% 50.00% -£1.30m £7.41m)|
Riva Group cs £0.38) £12.00m 70.7 0.15 266.52] 7.41% 10.29% -£1.00m £1.10m
M Group Yes sp £5.27] £483.90m 55.8 2.69 15042.86 -2.50% 13.59% -£12,40m £63.00m|
Faife & Nolan SP £2.15 £28.60m) Loss 1,36 2559.52 2.38% 22.86% £0.70m £5.30m
Fomisa cs £0.64 £3.37m 18.7 0.80 1016.00 0.00%| -16.99% £0.00m -£0.68m
Foyalblua Group Yes SP £4.25] £121.10m| 38.5 4.10 2500.00 -7.61% 26.87% -£10.00m| £28.00m)|
Sage Group Yes spP £21.58 £2,627.00m 61.8 13.71 82980.77 3.35% 37.42% £127.00m £806.00m
Sanderson Group Yes cs £1.63 £80.40m 12.3 1.09 2765.96 7.14% 5.86% -£6.20m £7.30m
SBS Group A £1.63 £14.30m| 9.4 0.40 1625.00 -12.16% 17.72% -£2.00m) -£3.10m)
[Science Systems cs £2.19 £37.10m 24.6] 1.53 1693.80 0.46% 39,62% £0.10m £10.50m|
|Sema Group Yes cs £5.35 £2,471.00m| 42.2 1.98 6729.56 -10.98% -9.48%) -£305.00m -£253.00m)
Sherwood Intemationay ves | cs £4.46 £167.70m 43.9 3.84 14858.48 -5.61% 31.56%|  -£10.00m| £40.30m)
Skillsgroup ves | cs £2.65 £232.10m 23.5 0.62 1188.34 7.34% 46.01% -£17.90m £82,70m)
Spirg A £1.35 £195.20m 15.0 0.70, 1500.00 5.88% 7.22% £10.80m -£15.20m
Stalfware sP £2.70 £34,30m 245.5 1.55 1200.00 -16.92% 0.93% -£7.00m £0.30m
Supsacepe Vi sP £1.87 £16.90m Loss| 4,00 691.92 12.46% -29,20% -£2.30m -£6.90m|
Syrsiar cs £1.20 £194.20m 29.4 1.18 724.24 -10.49% -27.58% -£22.70m -£75.80m|
Systems Integrated SP £0.36 £4.86m| Loss 3.89 316.09 63.37% 369.03% £1.88m £3/82m
Tetra spP £3.00 £75.60m 29.6 2.50, 1875.00 -7.69% 65.20% -£6.30m £29.90m
Torax Group cs £1.75 £57.20m 26.2 2.63 3398.08| -11.84% 97.74% -£7,50m £28.50m!
Tolal Systems cs £0.56] £5.82m 8.1 1.41 1056.60 -11.11% -5.08% -£0.73m -£0.32m
Touchstona SP £1.47 £14.40m 21.2 2.34 1385.24 =7.57% 29.07% -£1.10m| £3.30m)
Trace Computers cs £1.23 £18.00m 14.7 1.23 980.00 -7.20% 0.00% -£1.40m £0.00m|
Triad Group Yes CS £4.30) £108.40m 21.0 3.37 3185.19 -16.91% -19.25% -£22.00m -£25.80m|
Litima R £0.04 £5.16m 16.1 0.08 91,46/ -16.67% 0.00%% -£1.03m £0.00m
Vega Group CS £5.70 £92.30m a1.1 4.1 4672.13 2.70%, 47.10% £2.40m| £29.90m|
|Workpiace Technologles cs £1.65 £47.90m 25.4 0.58 942,88 11.49% -16,24% £5.00m -£9,20m!
XKO cSs £1.44) £33.60m n/al 1.40 960.00 -5.57% na -£1.90m £19.10m|
Zergo Holdings (now Baltimore) sP £8.68 £252.40m Loss 25.54 8897.44 9.81%| 101.74% £37.50m| £174.40m)

Note: Main System House SCS Index setat 1000 on 15th April 1988. Any new entrants to the Stock Exchange are allocated an index of 1000 based ontheissue price. The CSl Indexis not weighted;
a change in the share price of the largest company has the same effect as a similar change for the smallest company.

Category Codes: CS= Computer Services SP = Software Product R = Reseller A = IT Agency O = Other
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Revenue up, losses down at
Recognition Systems (developer and vendor'of integrated
campaign management software and systems) has
announced its interim results for the six months ending
31st Mar. 99. Revenue went up nearly three-fold (but don’t
hold your breath, still less than £1m!) and losses almost
halved to £733K. CEO Bryan Black stated “In revenue terms
1999 will be the most successful year the company has
had...” Alan Benjamin has been appointed Non-exec.
Chairman. The shares fell 10% this month to end on 15p.
Comment. We have always had a soft spot for Recognition
with their innovative software. We only hope that they will
be given the necessary time to develop fully before a
predator (probably US) realises their potential.

.... and at Intelligent Environments

Internet solutions provider Intelligent Environments has
also announced higher revenue and falling losses in their
results for the year to 31st Dec. 98. Revenue went up 49%
to £6.6m with losses down from £3m to £1m. Indeed losses
in H298 fell to just £100K (and Q398 was actually profitable)
so there remains the chance that IG might declare its first
profit for years in FY99.

Roger Willcocks, CEQ, said“/E is now firmly established in
the e-commerce software market... | believe that the year
ahead will see IE further strengthening its position”.

IE joined AIM in Jun. 96 at 94p. They have traded almost
all the time since at a discount to this price - at one time
falling to just 25p. They have risen fairly steadily since to
end the month on 80p - down 14% in the month and still a
15% discount to the issue price. They are now planning a
placing and open offer of 5-for-16 at 80p to raise c£7.5m
net in order to “accelerate the commercial exploitation of
their software” in the UK, North America and Europe.

...and at merged Proteus International

In the year ended 31st Mar. 99, Proteus (molecular
modelling software to assist in drug/vaccine development)
has increased revenues nearly four-fold (but still only to
£696K) with losses down from £4.1m to £3.9m.

At the same time, a merger with US Therapeutic
Antibodies Inc. was announced which values Therapeutic
at £23.9m. The merged group is to raise £7m net in a
placement of Proteus shares at 40p.

Comment. The merger should help Proteus with the
complementary products and skills of both companies. The
concept of taking a stake in drug development in exchange
| for software development hasn’'t worked out so far in six
| years. Still it might in time... and the potential rewards are
| huge if they can succeed with a medical breakthrough.
| Launched onto USM originally way back in 1990 at 84p,
‘ reaching at one stage a high of over £5, they ended the
. month down 13% on 39p.

Sorry, Sorry, twice Sor
In our long hlstory we have a 0 I8

whmh Tuns POSIT} _
= Internet Technology Group (A
Gei Facus does the PR for the f:rst
ifor the third. i
‘End of subject. We will probably neve ,__iake

reportmg on any of them ever agam e

Sanderson shares ended down 7% this month on 163p

Acquisition helps Sanderson

Sanderson Group, ‘the growing international IT services
group” has announced a good set of figures for the six
months ending 31st Mar. 99. Revenue rose 56% to £54.4m,
PBT went up 38% at £5.6m with diluted EPS up 18%. The
profit increase reflected in the growing proportion of IT
services and software, rather than hardware sales.
Chairman Paul Thompson ‘is pleased with another record
set of results, with all three divisions performing well”. These
divisions are IT Systems (revenue up 11% to £20.3m,
operating profit up 15% at £3m), IT Services (revenue +32%
on a like for like basis) and International (Far East revenue
up to A$27.9m with profits of A$3.9m). Of course the 51%
stake in Management Software taken in Aug. 98 helped
Group growth and in particular the IT Services division
increased revenue from £6.4m to £23.4m. MS also
contributed £900K PBT. Without this, revenue growth would
have been a much lower 20%. Recurring revenues from
software licences and service and support contracts
increased to £15m.

Comment. We were particularly interested in the comment
in their press release about “Fifteen years of consecutive
profitable growth”. We thought we had missed awarding
them a much coveted Boring Award!. But our records show
that even though Sanderson has indeed made profits for
156 years, these profits have enjoyed a bit of a roller coaster
ride at times. Sorry you'll have to wait a while yet!

——-System House ==
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Rolfe & Nolan plc 13 Year PBT and EPS Record
Relative to 1987

PeT .
——EPS

’ On 24th May it was announced that the DSS was scrapping the benefit payment card in favour of
paying benefits via bank accounts. This was a pretty important part of the ICL Pathway project. The PFI
contract has been revised and in return ICL has a pretty straightforward “Design, build and operate”
deal to roll-out the Post Office automation project to 19,000 POs- worth c£1 billion “fixed price to
2005”". We were amongst the first to see the PO system - it works and looks really good.

Regardless of the defiant stance put on by ICL's CEO Keith Todd, it must have been a bitter disappointment. ICL had hopes

to earn many billions (let's say £3 billion +) from the transaction-based charging part of the deal. Now they have had to

make provisions for the abandoned project (to the tune of £180m) in the FY99 accounts. So at the headline PBT level, ICL
plunged into a £128.9m loss for the year to 31 March 99. Revenues grew a meagre 7.4% to £2735m. Even at the
operating level, operating profit was pretty much unchanged at £52.9m. However, ICL pointed out that this included £17.2m

of losses on “terminated operations” and a £11.8m spares write down. l.e. Ongoing operating profit was £81.9m or a 3.0%

margin (FY98 = 2.7%).

Readers of the 1999 Holway Report get a detailed breakdown of ICL's revenues. Out of ICLs £2.7 billion revenue, around

£1.55b was earned in the UK - about £600K of this was hardware and another £200m was associated op. s/w and h/w

maintenance, giving c£750m UK SCS - up ¢21% in the year and enabling ICL to “just” retain the UK No 3 slot. Now that was

a good rather than excellent performance. After all the average growth for the UK Top Ten was 26% and everyone of their

peers (EDS, IBM, Cap Gemini, CSC etal) grew much faster.

Worldwide, out of ICLs revenue of £2.7 billion, c£1 billion is hardware and another £400m associated op. s/w and h/w

maintenance. In other words, ICL makes c£1.3 billion from SCS.

ICL is still determined to undertake that IPO in June/July 2000. The adviser to the float will be announced in Aug. Todd is

committed to a 6% margin in FY2001 and therefore needs to show a 4.5% margin in FY 2000 - the reference year for the

IPO. He promised that he won't use any “funny money” to achieve this. “A straight profit, because I know you will lambaste

me again Holway if | do not”. But Todd has some scope to release part of the £180m Pathway provision - we will be

Watching!

The problem with ICL is it's like the curates egg - good in parts. Their Telecomms activities grew by 30% (to £90m), travel

Up 77% (at £126m) and IT Utilities billings to other IT companies up 200% at £196m. ICLs e-business activities doubled

to £80m with major work for NTL, Waitrose, Nokia etc. ICL has great opportunities to roll out what it calls IT Utilities (which

embraces everything from datacentre outsourcing to call centres to desktop services to procurement and resourcing)
throughout Europe,

But the results to date, in what has been the most buoyant period ever for the SCS sector, have been decidedly disappointing.

Below average growth when the market is growing by 25% and demand way outstrips supply is one thing, but what

happens when growth slips to 10%? Todd was proud that an extra 3,200 staff (they now have over 22,000) joined ICL in the

year...that can be major problem in a down turn as Clay Brendish at Admiral has already discovered.

Todd and ICL still has a steep hill to climb before that IPO is viable. The PFI cancellation did not help - so the hill becomes

steeper. Demand down turn adds to the problem. The turn in investor sentiment against IT that we are currently seeing and

the discounts awarded to recent IPOs like Synstar, Morse, Computacenter and even ITNET, does not help either.

We ended the ICL review in the 1999 Holway Report as follows:

“ICL MUST be on line for at least a 6% margin for FY2001 before Todd can float. Todd knows that, we know that, the City

knows that. The next 12 months could be exciting for ICL. If Todd then wanted to shout ‘I told you so..! told Holway and all

the other doubters that | could do it” we, for one, would be delighted to have our doubts assuaged”.
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'Late Néws "

Electronic Data Processing reported revenue down 6% at
£5.47m, flat PBT of £1.225K and unchanged EPS in the six
months to 31st Mar. 99. Although EDP has £10.8m to spend,
“the 'silly’ price expectations remain a continuing hindrance”.
Eidos (computer games incl. Tomb raider starring Lara Croft)
increased revenue by 65% to £226m and more than doubled
PBT to £37.9m in the year to 31st March 99. But the shares

actually fell 12% this month - still one of the best performing
shares of the decade though.

1999 Holway Report

A very special free offer to join the
networking event of the year on 15th July 99

We have finished the 1999 Holway R_e'pnrt which, as in each of the
previous 11 editions, will be sent to customers in.early June. This year we
are launching our CD-ROM version Which is flly searchable and could, if
you wish, be put on your company. servcr Please use the order form below
50 you can reserve not only your copy but also syour place at “the
networking event of the year”.,
On Thursday 15th July 1999, Richard Holway and Anthony Miller, will be
presenting the main findings of the reporl to an cvemng seminar on behalf
of the Computing Services:& Software Association at London
Hilton, Park Lane, Londonuliast yearover350 top CEQOs attended
what is now considered to be'¥the CSSA networking event
of the year”.(The even‘ingstarts at 5.30pm (for 6.00pm)
and includes drinks and a really special dinner.
A free place will be awarded (o all 1999 Holway
Report customers who purchase before that date

No a]plccfrom eCSSA( IOI?B
i

ORDER FOHM

From: Delivery address:

e L e | S

|

|

|

I

|

|

1

|

| 1999 Holway Report (Available June 1999 - Pre-publication 5% discount can be applied)
i [[] Mastercopy @ £2,450 [ ] CD-ROM Package £4900 + VAT [] Additional copies @£850
I

I

I

I

[

f

System House
D One year's subscription @ £340 p.a. |:| “4 - copy subscription” @ £680 p.a.E] Site licence @ £1000 p.a.+VATE] Intranet version £1500 p.a. + VAT

6th edition Software and Computing Services Industry in Europe Report
|: Master copy at £6,200 | I Additional copies @ £990 each
Cheque payable to Richard Holway Ltd.

Richard Holway Ltd, PO Box 183, Cheque enclosed Please invoice my company
FARNHAM, Surrey, GU10 1YG.

System House® is published monthly by Richard Holway Limited, PO Box 183, Famham, Surrey, GU10 1YG. Telephone 01252 781545; Fax: 01252 781546; E-mail
Internet:Holway @ Compuserve.com which also publishes the annual "Holway Report® and the “Software and Computing Services Industry in Europe Report™. Richard
Holway has been a director of several computing services companies and might hold stock in companies featured.

© 1999 Holway Research Associates. The information contained in this publication may not be reproduced without the written permission of the publishers. Whilst every
care has been taken to ensure the accuracy of the information contained in this document, the publishers cannot be held responsible for any errars or any consequences
thereof. Subscribers are advised to take independent advice before taking any action. System House ® is a registered trademark of Richard Holway Limited.
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