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Lombard - Interim results

23 November 2006 (15:45:56)

Lombard - Interim results

Lombard (LRM) has this morning unveiled interim numbers for the period to 30th
September. Numbers were inline with expectations, with revenues up to £3.459 million and
a loss of £1.09 million recorded. The half year demonstrated considerable forward
momentum in the business. A total of thirteen new deals were concluded in the period with
a value of over £100,000 each, and while the revenue for several of these will be mostly
recognized in the second half, all the indications are that Lombard is in line for around 50%
organic revenue growth for the full year on a like for like basis. | cannot stress just how
positive this is. Revenues were up 41% over the period 6 months earlier. That is pure like
for like organic revenue growth, with no distortion from acquisitions. That ranges from 23%
up for the regulatory software business to 57% up for the risk management software
business. In the second half the regulatory software business is likely to grow faster than
that.

Needless to say, | was absolutely delighted to see that there was considerable and growing
demand for the group's Colline(R) collateral management software and its STB-Reporter
regulatory reporting software product, while the Oberon(R) valuation and risk management
product also put on a very a good performance. All in all, | remain confident that Lombard is
on track to meet the market's revenue expectation for the full year. Around £6.7m of
revenue is already assured even if no further clients are won between now and the end of
the financial year.

Recurrent revenue has historically been a high proportion of revenues at Lombard Risk.
Arguably the most significant change has been the replacement of the recurrent revenues
lost with the sale of ValuSpread in 2005 with recurrent revenues from STB Systems, with
the definition of such revenue being that Lombard continues to receive it unless it loses the
customer. This is of course why customer acquisition is so very important. Recurrent annual
revenues for the group are currently running at over £4m.

The high level of recurrent revenues of the business overall and the product positioning of
Lombard Risk provides a very strong foundation indeed for growth of the group's software
revenues. The market demand in the key focus areas of collateral management,
derivatives, regulation and compliance will continue to grow, as will the area of independent
valuations. Backed up by the fast growth experienced in the first six months of the new
financial year including deals done but where revenue has not yet been recognized,
revenue growth for the current year is going to be very good indeed. The Shanghai
operation should allow revenues to grow much faster than costs from now on. The re-
emergence of the region as a major financial centre also presents Lombard Risk with
significant local revenue opportunities over coming years in addition to the cost benefits of
offshore development.
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With revenues for the full year expected to grow at around 50% p.a. on a like for like basis, |
could sense Lombard's frustration with its share price. "Our hope and expectation is that the
company's share price will be a candidate for significant re-rating once we demonstrate a
return to sustained profitability.” | am confident this will be a feature in due course. This is a
business that should be reporting profits of £1.6 million by March 2008. That equates to
2008 earnings of 0.82p (fully diluted and assuming a full tax charge although this is unlikely
to be the case). On a March 2008 earnings multiple of just 9, at 7.375p, Lombard is a
"speculative buy".
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The tips given here are of necessity, general. They cannot relate to the individual
circumstances of investors. Anyone considering following the recommendations
contained here should seek independent advice from a Financial Services Authority
authorised Stockbroker or Financial Adviser. So, while we would not wish to reduce our
liability under the FSA regulatory regime, we cannot otherwise be held liable if
individuals suffer losses through following tips contained on this site. The value of
investments can go down as well as up. The past is not necessarily a guide to future
performance. Investing in equities can lose you part or all of your capital although the
potential returns are theoretically unlimited. The difference between the buy price and
the sell price for smaller company shares can be significant. Profits from dealing in
shares may be liable to tax - the level of tax and bases of reliefs from Tax are subject to
change. Changes in the rates of exchange may have an adverse effect on the value or
price of an investment in sterling terms if it is denominated in a foreign currency.

Some of the shares recommended on this site will be smaller company shares. By their
nature such investments can be relatively illiquid and thus hard to trade. And that makes
such investments more of a high risk than larger company shares. t1ps.com defines a
smaller company share as any stock traded on AIM or Ofex or which has a market
capitalisation of less than £300 million.

Membership of this website is via one annual payment which is not refundable. All
material on t1ps.com is protected by copyright. t1ps.com reserves the right to initiate
legal proceedings against anyone engaged in the unauthorised reproduction of the
material. Any t1ps.com member found to have reproduced or replicated any material
from tlps.com will have their membership automatically terminated without refund.

tIps.com limited can be contacted at 3rd Floor, 5-11 Worship Street, London EC2A
2BH - email viola@ltisl.co.uk - Tel 020 7562 3370

This website is owned by Rivington Street Holdings. Other websites in our group
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