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Lombard Risk Management has announced its results for the six 
months to September, 2008. These show revenues continuing to 
increase year on year, together with a reduction in losses. Despite 
some faltering in the regulatory reporting business, owing to 
contracts that were signed in 2007 at what turned out to be 
optimistic fixed prices, the company has made progress, and the 
Trading and Risk side of the business is now trading profitably. 
 

 Management is continuing to run a tight ship. The London 
operations have been consolidated on to the Curlew 
Street site, and the Earls Court lease will be ceded when 
it expires at the end of September 2009. Staff numbers 
are being managed down in the UK, while the Shanghai 
operations have expanded. Administrative and general 
costs actually came in slightly down on H2 2008. 

 Colline, the collateral management solution, has had an 
excellent first half with seven contract wins. 

 The regulatory business has seen something of a hiccup 
as major contracts signed last year were based on 
optimistic cost estimates and have proved unprofitable. 
However the business is continuing to win new contracts 
and the order book is healthy. 

 
Overall revenues were up 9% on H1 2007, though down compared 
to the second half of the year. Still, this marks the second highest 
level of sales ever achieved in a six month period by the company 
and represents considerable progress. 
We have reduced our forecasts and now expect a loss for the 
current year, followed hopefully by a small profit for the year to 
March 2010. 

 

 

 

 
 
Share Price:  4.5p 
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12m High:  6.25p 

12m Low:       3.0p 

Market Cap:         £6m 

Shares In Issue:    136m 

 

NAV/Share:      0.4p 

Gearing:      No bank debt, but £1.3m of loans 
from directors 

Interest Cover:    - 

EPIC Code:     LRM 

Sector:      Software & Computer Services 

Market:     London AIM 

Broker:     Noble Group 

PR:     - 

Website:     www.lombardrisk.com 

 

Description:   LRM provides financial software 
systems targeted at the banking and fund 
management sector, focused on collateral 
management and regulatory reporting.   

Analyst:       Andrea Kirkby 

Tel:        +44 (0)20 7929 3399 

Email:   research@hardmanandco.com 
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Yield 
 

March £m £m £m p.  p. % 

2007A 6.9 -1.3 -1.3 -1.0 - - - 
2008A 8.5 -1.1 -1.1 -0.7 - - - 
2009E 8.7 -1.0 -1.0 -0.7 - - - 
2010E 10.0 0.75 0.75 0.5 9.0 - - 
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The Interim Results 

Revenues £m 
H2 2005 2.3 
H1 2006 2.2 
H2 2006 2.6 
H1 2007 3.5 
H2 2007 3.5 
H1 2008 3.7 
H2 2008 5.1 
H1 2009 4.0 
H2 2009E 4.7* 

* Hardman & Co estimate 

Losses fell by 22% to GBP 0.83m at the pretax level. Costs were held slightly below the 
level of last H2, as the company has tightly managed London costs – the full benefit of 
which remains to be seen – while expanding the low cost operations in Shanghai. 
 
Among the businesses, Oberon, the legacy valuation and risk management software 
business, has continued to be profitable and won its first contract in China. Colline has 
performed above budget, with seven contract wins including Lombard Odier Darier Hentsch, 
Jyske Bank, Daiwa Securities SMBC Europe, as well as two US hedge funds and a US 
asset manager.   
 
Regulatory reporting however put in a mixed performance. While the order book is still 
healthy, this period saw the impact of several loss making contracts that were signed in mid 
2007 and are now being delivered. LRM had underestimated the amount of work involved in 
implementation and the cost budgets for those contracts have turned out to be over-
optimistic. More recent contracts have proven more profitable, and a number of deals were 
concluded, including Bank of Scotland Treasury Services.  The company says 65% of the 
impact of the loss making contracts has now been taken, and this impact should lessen from 
here on as new business written at better terms increases its percentage of the total 
revenues. The company generally benefits from regulatory change and this continues 
apace. There was a transition to Mandatory Electronic Reporting in the UK and Ireland, 
while 2009 sees more regulatory reporting being required by most regulators including in 
the U.K. additional emphasis on liquidity reporting and scenario analysis. 
 
The regulatory reporting business has now been rebranded as Lombard Risk Compliance. 
The STB name will remain on the software, but marketing will be handled under the 
Lombard brand. 
 
 

 

 
 
 
 
 
 
‘65% of the 
impact of 
the loss-
making 
contracts 
has now 
been 
taken’ 
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Disclaimer 
 
The conclusions and opinions expressed in the investment research accurately reflect the views of the first named analyst. Hardman & Co provides 
professional independent research services and the companies researched pay a set fee in order for this research to be made available. While the 
information in the research is believed to be correct, this cannot be guaranteed. There are no other conflicts of interest.  
Neither Hardman & Co nor the analysts responsible for this research own shares in the companies analysed in this research note. Neither do they hold 
any other securities or derivatives (including options and warrants) in the companies concerned.  Hardman & Co does not transact corporate finance and 
therefore does not earn corporate finance fees. It does not buy or sell shares, and does not undertake investment business either in the UK or 
elsewhere. 
Hardman & Co does not make recommendations. Accordingly we do not publish records of our past recommendations. Where a Fair Value price is 
given in a research note this is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price.  
Our research is issued in good faith but without legal responsibility and is subject to change or withdrawal without notice.  Members of the professional 
investment community are encouraged to contact the analyst concerned. 
This research is provided for the use of the professional investment community, market counterparties and sophisticated and high net worth investors as 
defined in the rules of the regulatory bodies.  It is not intended to be made available to unsophisticated individuals. In the UK, any such individual who 
comes into possession of this research should consult their properly authorized professional adviser, or undertake one of the ‘self certified’ sophisticated 
investor tests that are available. 
This research is not an offer to buy or sell any security.  
Past performance is not necessarily a guide to the future and the price of shares, and the income derived from them, may fall as well as rise and the 
amount realised may be less than the original sum invested. For AIM and PLUS shares, it is the opinion of the regulator that risks are higher. 
Furthermore the marketability of these shares is often restricted. 
This document must not be accessed or used in any way that would be illegal in any jurisdiction. 
In some cases research is only issued electronically and in some cases printed research will be received by those on our distribution lists later than 
those receiving research electronically. 
The report may be reproduced either whole or in part on condition that attribution is given to Hardman & Co, and on condition that Hardman & Co 
accepts no liability whatsoever for the actions of third parties in this respect. 

Hardman & Co is not regulated by the Financial Services Authority (FSA). 

© Hardman & Co. 
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