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Following last week’s in line trading update, we  
are issuing a FY 2008 forecast for the first time. 
Achievability very much depends on both ONSPEED 
Mobile and OnShare gaining market traction, and 
delivering revenue, in the second half. We retain our 
Hold recommendation. 

 
Year Revenue EBIT PBT adj Tax Net EPS adj PE EV/Sales EV/ DPS Div.
End (GBPm) Margin (GBPm) (%) profit (GBPp) EBITDA (GBPp) Yield
Feb 28 (%) (GBPm) (%)
2004A 0.6 -32.4 -0.2 1.2 -0.2 -1.2 na na na na na
2005A 2.8 20.8 0.6 19.5 0.5 2.9 16.4 2.9 12.9 0.0 0.0
2006A 4.9 20.7 1.1 30.0 0.8 4.3 11.3 2.2 9.7 0.0 0.0
2007E 2.6 -30.4 -0.7 0.0 -1.1 -3.0 -16.0 3.5 -8.5 0.0 0.0
2008E 2.7 -6.0 -0.1 0.0 -0.6 -0.5 -97.6 3.7 -328.0 0.0 0.0

 

Source: Teather & Greenwood
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Key Points 

• FY 2007 Numbers Expected To Be In Line 
The trading update issued on 19 March indicated that results for the year ended 
February 2007 would be in line with our forecasts – we are anticipating revenue of 
£2.6m and an adjusted pre-tax loss of c700k – and this reassurance has prompted us 
to raise our target price to 50p. This outcome reflects the delays experienced in 
releasing the full version of OnShare, and in the closing of contracts with mobile
operators for the ONSPEED Mobile product, as highlighted in the note of 30 January.

• Current Year Forecasts Predicated On Market Traction In H2 2008 
For the current year, we are now forecasting revenue of £2.7m, which we expect will
result in an adjusted loss before tax (excluding amortisation and non-cash share 
option charges) of c£100k. Achievability of these targets very much depends on both 
core products gaining market traction in the second half. Broadly, we are forecasting
OnShare registrations to increase by a monthly rate of 3,500 registrations for the first 
three months of this financial year, and then for these monthly additions to increase 
by 50% each month. Revenue conversion is projected to commence in September at
an estimated conversion rate of 10%, resulting in a full year revenue contribution of
c£780k. We are forecasting ONSPEED Mobile, from June, to build up a subscriber 
base of 225,000 by the end of FY 2008. A monthly average of 92,000 users, paying 
50p a month over nine months, translates into c£415k in revenue. 

Investment Conclusion 

• Visibility of Revenue Traction Remains Poor… But Cash Not a Concern 
We continue to caution that there remains little visibility in terms of timing of 
revenue conversion, but investors should nevertheless take comfort in the fact that 
cash (T&G FY 2007 forecast £2.2m) is not a concern. We also remain optimistic that 
the enhanced user experience offered by the latest version of OnShare, together with a 
strong sales pipeline for ONSPEED Mobile, will ultimately deliver the revenue 
traction required to stimulate positive share price momentum longer term. 

 

Reuters ZGP.L / Bloomberg ZGP LN Rating Target Price  Z Group Hold 50.0p 

   Previous Current PriceAdam Lawson 
+44 20 7426 9592 
adam.lawson@teathers.com 

Sector 
Software & Computer Services  

Market Cap 
GBP11.4m  

Free Float 
52% Hold 48.0p 
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• Forecasts 
 
Table 1: Profit & Loss Forecasts – Abridged  
Year end Feb (£m) FY 2006 FY 2007E FY 2008E 
Turnover 4.9 2.6 2.7 
EBITA adj. 1.0 -0.8 -0.2 
Margin (%) 20.7 ( 30.4)  ( 6.0) 
Amortisation 0.0 -0.1 -0.4 
Share option expense 0.0 -0.3 0.0 
Exceptionals 0.0 0.0 0.0 
Net interest 0.1 0.1 0.0 
PBT FRS3 1.1 -1.1 -0.6 
PBT T&G 1.1 -0.7 -0.1 
Tax -0.3 0.0 0.0 
Tax rate (%) 30 0 0 
Net profit 0.8 -1.1 -0.6 
T&G earnings adj. 0.8 -0.7 -0.1 
No. dil. shares (m) 19.4 23.3 25.4 
FRS3 EPS (p) 4.4 ( 5.0)  ( 2.3) 
T&G EPS (p) 4.3 ( 3.0)  ( 0.5) 
Growth rate (%) - -170 -84 
DPS (p)   -     -     -   
Source: Teather & Greenwood 

Table 2: Cash Flow Forecasts – Abridged  
Year end Feb (£m) FY 2006 FY 2007E FY 2008E 
EBITA adj. 1.0 -0.8 -0.2 
Depreciation 0.1 0.0 0.2 
Working capital -0.9 0.1 0.1 
Net interest 0.1 0.1 0.0 
Tax paid -0.1 0.0 0.0 
Gross cash flow 0.2 -0.6 0.1 
Capex -1.1 -1.3 -0.9 
Use of prvs, other 0.0 0.0 0.0 
Free cash flow -0.9 -1.9 -0.7 
Dividends 0.0 0.0 0.0 
Acq.ns & Invest’s 0.0 0.0 0.0 
Disposals 0.0 0.0 0.0 
Shares issued 2.5 0.0 0.0 
Other 0.0 0.0 0.0 
Change: net debt 1.6 -1.9 -0.7 
End net cash (debt) 4.1 2.2 1.5 
Source: Teather & Greenwood 
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Disclosure Checklist - Potential Conflict of Interests 
Stock ISIN Disclosure (See Below) Currency Price
Z Group GB00B09LQS34 5, 7, 9 GBP 48.00

Source: Factset closing prices of 26/03/2007  

1. Kepler Equities (or Teather & Greenwood Limited or Merrion Stockbrokers Limited or Landsbanki) and/or its affiliate(s) hold or own or control 1% or more of the issued 
share capital of this company. 2. The issuer holds or owns or controls 1 % or more of the issued share capital of Kepler Equities or Teather & Greenwood Limited or Merrion 
Stockbrokers Limited or Landsbanki). 3. Kepler Equities (or Teather & Greenwood Limited or Merrion Stockbrokers Limited or Landsbanki) and/or its affiliate(s) are or may 
be regularly doing proprietary trading in equity securities of this company. 4. Kepler Equities  (or Teather & Greenwood Limited or Merrion Stockbrokers Limited or 
Landsbanki)and/or its affiliate(s) have been lead manager or co-lead manager in a public offering of the issuer’s financial instruments during the last twelve months. 5. 
Kepler Equities (or Teather & Greenwood Limited or Merrion Stockbrokers Limited or Landsbanki) and/or its affiliate(s) are a market maker in the issuer’s financial 
instruments. 6. Kepler Equities (or Teather & Greenwood Limited or Merrion Stockbrokers Limited or Landsbanki) and/or its affiliate(s) are a liquidity provider for the issuer 
to provide liquidity in such instruments. 7. Kepler Equities (or Teather & Greenwood Limited or Merrion Stockbrokers Limited or Landsbanki) and/or its affiliate(s) act as a 
corporate broker or a sponsor or a sponsor specialist (in accordance with the local regulations) to this company. 8. Kepler Equities (or Teather & Greenwood Limited or 
Merrion Stockbrokers Limited or Landsbanki) and/or its affiliate(s) and the issuer have agreed that Kepler Equities and/or its affiliate(s) will produce and disseminate 
investment research on the said issuer as a service to the issuer. 9. Kepler Equities (or Teather & Greenwood Limited or Merrion Stockbrokers Limited or Landsbanki) 
and/or its affiliate(s) have received compensation from this company for the provision of investment banking or financial advisory services within the previous twelve 
months. 10. Kepler Equities (or Teather & Greenwood Limited or Merrion Stockbrokers Limited or Landsbanki) and/or its affiliate(s) may expect to receive or intend to seek 
compensation for investment banking services from this company in the next three months. 11. The author of or an individual who assisted in the preparation of this report 
(or a member of his/her household), or a person who although not involved in the preparation of the report had or could reasonably be expected to have access to the 
substance of the report prior to its dissemination has a direct ownership position in securities issued by this company. 12. An employee of Kepler Equities (or Teather & 
Greenwood Limited or Merrion Stockbrokers Limited or Landsbanki) and/or its affiliate(s) serve on the board of directors of this company. 

 
Rating Ratio Kepler Equities Q4 2006  Rating Ratio Merrion Stockbrokers Q4 2006 
Rating breakdown A B Rating breakdown A B

Buy 60.9% 0.0% Buy 45.0% 0.0%
Hold 9.5% 0.0% Hold 35.0% 0.0%
Reduce 26.9% 0.0% Reduce 15.0% 0.0%
Not Rated/Under Review/Accept Offer 2.7% 0.0% Not Rated/Under Review/Accept Offer 5.0% 0.0%
Total 100.0% 0.0% Total 100.0% 0.0%
Source: Kepler Equities 
A: % of all research recommendations 
B: % of issuers to which Investment Banking Services are supplied 

 Source: Merrion Stockbrokers Limited 
A: % of all research recommendations 
B: % of issuers to which Investment Banking Services are supplied 

 

Rating Ratio Landsbanki Q4 2006 Rating Ratio Teather & Greenwood Q4 2006  
Rating breakdown A B Rating breakdown A B

Buy 54.3% 6.5% Buy 60.0% 84.0%
Hold 13.9% 4.8% Hold 27.0% 12.0%
Reduce 14.9% 0.0% Reduce 11.0% 0.0%
Not Rated/Under Review/Accept Offer 16.9% 88.7% Not Rated/Under Review/Accept Offer 2.0% 4.%
Total 100.0% 100.0% Total 100.0% 100.0%
Source: Landsbanki  
A: % of all research recommendations 
B: % of issuers to which Investment Banking Services are supplied 

 Source: Teather & Greenwood Limited  
A: % of all research recommendations 
B: % of issuers to which Investment Banking Services are supplied 

 
From May 9th 2006, Kepler Equities, Teather & Greenwood, Merrion and Landsbanki's rating system consists of three recommendations: Buy, Hold and Reduce. For a Buy 
rating, the minimum expected upside is 10% over 12 months. For a Hold rating the expected upside is below 10%. A Reduce rating is applied when there is expected 
downside on the stock. Target prices are set on all stocks under coverage, based on a 12-month view. Equity ratings and valuations are issued in absolute terms, not 
relative to any given benchmark. Kepler Equities, Teather & Greenwood, Merrion and Landsbanki’s strategy teams’ sector allocations rate each sector Overweight, 
Underweight or Neutral. 
 
Job titles: The functional job title of the person/s responsible for the recommendations contained in this report is equity research analyst unless otherwise stated on the 
cover  
 
Stock prices: Prices are taken as of the previous day’s close (to the date of this report) on the home market unless otherwise stated. 
 
Regulators 
Location Regulator Abbreviation 
Kepler Equities France Autorité des Marchés Financiers AMF
Kepler Equities España Comision Nacional del Mercado de Valores CNMV
Kepler Equities Germany Bundesanstalt für Finanzdienstleistungsaufsicht BaFin
Kepler Equities Italia Commissione Nazionale per le Società e la Borsa CONSOB
Kepler Equities Nederland Autoriteit Financiële Markten AFM
Kepler Equities Switzerland Swiss Federal Banking Commission SFBC
Teather and Greenwood The Financial Services Authority FSA
Merrion Stockbrokers Limited The Irish Financial Services Regulatory Authority IFSRA
Landsbanki The Financial Supervisory Authority FME
Source: Kepler Equities, Teather & Greenwood Limited, Merrion Stockbrokers Limited and Landsbanki 

Teather & Greenwood Limited is authorised and regulated by the Financial Services Authority, and entered in its Register under Firm Reference Number 186677. Teather & 
Greenwood Limited is a member of the London Stock Exchange. 
 
Merrion Stockbrokers Limited is authorised by the Irish Financial Services Regulatory Authority under the Stock Exchange Act, 1995. Merrion Stockbrokers Limited is a 
member firm of the Irish and London Stock Exchanges. 
 
For further information relating to research recommendation and conflict of interest management please refer to www.kepler-equities.com, www.teathers.com, 
www.merrion-capital.com, www.landsbanki.is . 
 
We have discussed only the facts in the report with the company. 
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 The information contained in this publication was obtained from various sources believed to be reliable, but has not been independently verified 
by Kepler Equities (or Teather & Greenwood Limited or Merrion Stockbrokers Limited or Landsbanki).Kepler Equities  (or Teather & Greenwood 
Limited or Merrion Stockbrokers Limited or Landsbanki) does not warrant the completeness or accuracy of such information and does not accept 
any liability with respect to the accuracy or completeness of such information, except to the extent required by applicable law.  

This publication is a brief summary and does not purport to contain all available information on the subjects covered. Further information 
is available on request. This report may not be reproduced for further publication unless the source is quoted. 

This publication is for informational purposes only and shall not be construed as an offer or solicitation for the subscription or purchase 
or sale of any securities, or as an invitation, inducement or intermediation for the sale, subscription or purchase of securities, or for 
engaging in any other transaction. This publication is not directed at private individuals. 

Any opinions, projections, forecasts or estimates in this report are those of the author only, who has acted with a high degree of expertise, only. 
They reflect only current views of the author and are subject to change without notice. Kepler Equities (or Teather & Greenwood Limited or Merrion 
Stockbrokers Limited or Landsbanki) has no obligation to update, modify or amend this publication or to otherwise notify a reader or recipient of 
this publication in the event that any matter, opinion, projection, forecast or estimate contained herein, changes or subsequently becomes 
inaccurate, or if research on the subject company is withdrawn. The analysis, opinions, projections, forecasts and estimates expressed in this 
report were in no way affected or influenced by the issuer. The author of this publication benefits financially from the overall success of Kepler 
Equities (or Teather & Greenwood Limited or Merrion Stockbrokers Limited or Landsbanki) 

The investments referred to in this publication may not be suitable for all recipients. Recipients are urged to base their investment decisions upon 
their own appropriate investigations that they deem necessary. Any loss or other consequence arising from the use of the material contained in this 
publication shall be the sole and exclusive responsibility of the investor and Kepler Equities (or Teather & Greenwood Limited or Merrion 
Stockbrokers Limited or Landsbanki) accepts no liability for any such loss or consequence. In the event of any doubt about any investment, 
recipients should contact their own investment, legal and/or tax advisers to seek advice regarding the appropriateness of investing. Some of the 
investments mentioned in this publication may not be readily liquid investments. Consequently it may be difficult to sell or realize such investments. 
The past is not necessarily a guide to future performance of an investment. The value of investments and the income derived from them may fall as 
well as rise and investors may not get back the amount invested. Some investments discussed in this publication may have a high level of volatility. 
High volatility investments may experience sudden and large falls in their value which may cause losses. International investing includes risks 
related to political and economic uncertainties of foreign countries, as well as currency risk.  

To the extent permitted by applicable law, no liability whatsoever is accepted for any direct or consequential loss, damages, costs, prejudices 
arising from the use of this publication or its contents.  

Kepler Equities usually acts as a broker, Teather & Greenwood Limited, Merrion Stockbrokers Limited, Landsbanki act in various different 
capacities. Kepler Equities, Teather & Greenwood Limited or Merrion Stockbrokers Limited or Landsbanki have put in place Chinese Wall 
procedures in order to avoid any conflict of interests or dissemination of confidential and privileged information. 

United Kingdom: This document is intended to be communicated in the UK only to investment professionals and substantial companies. In 
particular, this document is not directed at private individuals in the UK and no private individual in the UK may act upon it. 

United States: This research report is distributed in the United States by Kepler Equities and is intended for distribution in the United States to only 
"major U.S. institutional investors" as defined in Rule 15a-6 promulgated under the U.S. Securities Exchange Act of 1934, as amended. Kepler 
Equities is a broker-dealer registered with the Comité des Etablissements de Crédit et des Entreprises d’Investissements in France, and is not 
registered with the U.S Securities and Exchange Commission (SEC). U.S. persons seeking more information about any of the securities discussed 
in this report, or wishing to execute a transaction in these securities, should contact Kepler Equities Inc. (KEI), 600 Lexington Avenue, New York, 
NY 10022, phone (212) 710-7600. KEI is a broker-dealer registered with the SEC and is a NASD member firm. Nothing herein excludes or restricts 
any duty or liability to a customer that KEI has under applicable law. Investment products provided by or through KEI are not FDIC insured, may 
lose value and are not guaranteed by Kepler Equities. Investing in non-U.S. securities may entail certain risks. The securities of non-U.S. issuers 
may not be registered with or subject to SEC reporting and other requirements. The information available about non-U.S. companies may be 
limited, and non-U.S. companies are generally not subject to the same uniform auditing and reporting standards as U.S. companies. Securities of 
some non-U.S. companies may not be as liquid as securities of comparable U.S. companies. 

France: This publication is issued and distributed in accordance with art. L 544-1 and seq of the Code Monétaire et Financier and with the articles 
321-122 to 321-138 of the General Regulations of the Autorité des Marchés Financiers (AMF). 

Italy: Information is for institutional clients only as defined by art. 31 of CONSOB reg. 11522/98. Reports on companies listed on the Italian 
exchange are approved and distributed to over 500 clients in accordance with art. 69 of CONSOB Regulation 11971/1999 for enforcement of the 
Consolidation Act on financial brokerage (legislative decree 24/2/1998). According to this article Kepler Equities, branch of Milano warns on 
potential specific interests in securities mentioned. Equities discussed are covered on a continuous basis with regular reports at results release. 
Reports are released on date shown on cover and distributed via print and e-mail. Kepler Equities, branch of Milano analysts are not affiliated with 
any professional groups or organizations. All estimates are by Kepler Equities unless otherwise stated.  

Spain: Reports on Spanish companies are issued and distributed by Kepler Equities, branch of Madrid, registered in Spain by the Comisión 
Nacional del Mercado de Valores (CNMV) in the foreign investments firms registry (member of the Madrid exchange). Reports and any 
supplemental documentation or information have not been filled with the CNMV. Neither verification nor authorization or compliance revision by the 
CNMV regarding this document and related documentation or information has been made. 

Other countries: Laws and regulations of other countries may also restrict the distribution of this report. Persons in possession of this document 
should inform themselves about possible legal restrictions and observe them accordingly. 
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