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FLASH: Short term caution on subdued levels

of insolvencies
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Begbies’ preliminary results were in line with our revised forecast.
We were pleasantly surprised, though, to see cash outflow better
than anticipated, at £2.75m. This left net debt also lower than
expected, at £20.2m, and resulted in net gearing falling to 30%,
from 31.5% at the half-year.

The two key features of the P&L were the strong performance of
the core Business Recovery division and the second-half return to
profitability of the Taxation division.

Business Recovery grew revenue by £6.9m (13%). This growth
was, we believe, a combination of a recovery in Corporate
Finance, no longer separately disclosed, and an increase —
against a background of insolvency statistics for the year to March
being up by <3% — in core insolvency revenues. This reflects
Begbies’ success in growing market share, increasing overseas
activity and raising the average value of cases.

EBITA from Business Recovery grew by £2.2m (21%). Again, we
expect this upturn to be split between a recovery in Corporate
Finance (loss £1.1m last year) and growth in Insolvency. With the
overall margin maintained, we believe Insolvency margins to have
been reduced in the short term, to reflect investment in growth.

Taxation reported a fall of <£0.8m (11%) in revenue y-o-y, after a
£1.2m (49%) recovery between H1 and H2. This higher workload,
and a restructuring, resulted in an H2 EBITA of £0.4m, after the H1
loss of £1.02.

The Group result saw adjusted EBITA marginally ahead, at
£11.07m, after expensing £1m of investment in growth. Adjusted
PBT benefited, too, from a sharp fall (54%) in the underlying net
interest charge, to £0.54m. Average debt levels increased, but
this was more than offset by average rates for both Base Rate and
LIBOR falling by >80% y-o0-y.

Given the continued subdued performance of insolvency statistics,
Begbies remains cautious about the short term outlook. It expects
activity levels to pick up in the medium term as support measures
unwind and public expenditure cuts bite, and in line with historic
trends after a recession

We are maintaining our FY 2011 forecast ahead of a more detailed
note, in which we will release forecasts for FY 2012.

YIE Group Declar.ed Adjus?ed Adjusted PI!E Dividend Yield
Sales Profit Profit EPS ratio

April £m £m £m P X p %

2008A 48.1 5.7 7.0 6.0 9.9 25 42

2009A 62.1 7.2 9.8 7.8 7.6 2.8 47

2010A 69.1 8.7 10.5 7.9 7.5 3.1 5.2

2011E 75.0 10.6 11.6 8.7 6.8 34 5.7

Hardman & Co. Leaders in Corporate Research 1

Tel: +44(0)20 7929 3399

www.hardmanandco.com



har dmaIlGCO Leaders in Corporate Research

Begbies Traynor Group 8 July 2010

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 atribution 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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