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Stockbroking and corporate finance specialist IAF Group has 
declared a loss for the year, but has produced a 25% increase in 
core business turnover. While these results are below our 
expectations, nobody will be surprised by them, and most other 
quoted stockbrokers are in a similar position. We are pleased by 
the strong start to the new, current year. 

Key points are: 
 

• There was a deterioration in both total turnover and gross 
profit in H2 compared to H1. Control of admin costs, 
however, resulted in a slight improvement at the pre-tax 
level in H2 compared to H1. 

• Broking revenue grew during H2. Good progress was 
made on the new US trading desk.  Forward movement in 
private client broking/wealth management has so far been 
slower, and the nature of IAF is clearly changing. 73% of 
revenue was from broking rather than corporate finance. 

• Almost all corporate finance revenue was earned in H1, 
very little in H2. Again, this is entirely consistent with 
market conditions.  Corporate finance revenue is high 
margin and this explains the lower H2 Gross Margin – 
35% vs 53% in H2. 

• The company had £0.9m net cash at the year-end and is 
‘confident that current resources are sufficient to meet 
requirements’. 

• Alex Borrelli, ex Shore Capital, has been recruited as the 
new Head of Corporate Finance following Graham 
Ashley’s impending retirement. Borrelli has a first rate 
reputation and should be a good addition to the 
management team. 

• IAF has recruited a heavy weight Chairman for its broking 
subsidiary – Menno de Jager who was for 31 years with 
ABN and who was previously a Vice Chairman there and 
CEO of ABN Amro Rothchild.  He and Alex Borrelli should 
spearhead a new push in corporate finance. 

The new financial year has started well, with higher levels of 
broking business.  One of IAF’s past problems, a shortage of 
staff, has been resolved, and there are now 17 fee earners in 
the business.  Since year end an institutional banking desk 
has opened and is producing encouraging results.  2008/9 
should be the final year of red ink. 

Share Price: 3.25p 
 

 
 
Source – Reuters 
 

12m High:14.75p 

12m Low: 2.83p 

Market Cap: £3.3m 

Shares in Issue: 101.5m undiluted 

      128m fully diluted 

NAV/Share: 2p  

Gearing: Nil – net cash 

Interest Cover: N/A 

EPIC Code: IAF 

Sector: General Financial 

Market: London AIM 

Nomad: Dowgate Capital Advisers 

PR: Bishopsgate Communications 

Website: www.iafgroup.com 

Description: IAF is a stockbroking, 
corporate finance and wealth management 
business. It is a new business, in its start-up 
phase. 

Analyst: Roger Hardman 

Tel:        +44(0)20 7929 3399 
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Y/E Group 
Sales 

Declared 
Profit 

Adjusted 
Profit 

Adjusted 
EPS 

P/E 
ratio 

Divi 
 

Yield 
 

June £m £m £m p.  p. % 

2007A 1.19 (1.94) (1.94) (3.32) - - - 

2008A 1.48 (2.20) (2.20) (3.22) - - - 

2009E 2.25 (0.75) (0.75) (0.6) - - - 

2010E No Forecast      
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Management Major Shareholders 
 
Chairman and Chief Executive: David Massie 
 
Deputy Chairman: Menno de Jager 
 
Non-Executive Director: Robin Davies 

 
CF Group Holdings  29.8% 
 
David Massie  28.4% 
 
Robin Davies  10.8% 
 
 

Key Dates Key Milestones 
 
Ex Dividend:  n.a. 
 
Dividend Payment:  n.a. 
 
Annual Meeting:  October 2008 
 
2008/9 Interim Results:  March 2009 
 

 
2005:  Refinancing of ‘shell’ company prior to creation of 
new stockbroking/wealth management business 
 
2006: Authorised by the FSA 
 
2007:  Sale of residual aviation business 
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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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