
Rating Buy
Price 47p

13 June 2008

Property Management, Construction & Services (Isle of Man)

Speymill plc (SYG.L)
Acquisition of GOAL & further MCAU investment

Authorised and regulated by the Financial Services Authority. Member of The London Stock Exchange
Lewis Charles Securities Limited Registered in England 3918455 Registered Address: LCS House, 44 Worship Street, London EC2A 2EA

Share Data
52-wk range (p)
Market Cap (£m)
Shares o/s (m)
Free Float
Dividend Yield
Ticker

Ord. Shares Perf.
1m perf.
3m perf.
12m perf.

Rel. FTSE All-Share
1m perf.
3m perf.
12m perf.

Rel. FTSE Real Estate
1m perf.
3m perf.
12m perf.

Balance Sheet (2007)
Sh. equity (£m)
Net cash (debt) (£m)

Key Dates
Financial Year End
Next Interims (TBC)

31.75-123
27.3
58.1
50%

1.1%
SYG

-10%
+42%
-54%

-2%
+42%
-40%

0%
+59%
-15%

5.07
1.5

31 Dec
Sep

Company Website
www.speymill.com

Share Price Performance

THIS RESEARCH REPORT IS A
“MARKETING COMMUNICATION”
This research report has not been prepared
in accordance with the FSA Conduct of
Business Sourcebook Rules concerning the
promotion of research independence and is
not subject to any prohibition on dealing
ahead of the dissemination of research,
although as a matter of policy Lewis Charles
Securities Ltd requires its employees not to
deal ahead of the dissemination of research.
Lewis Charles Securities Ltd is Broker to
Speymill plc. Please see the “Important
Information” section on page 2 for further
information.

Analyst
Nicholas Nicolaides
+44 (0)20 7456 9104
nn@lewischarles.com
Equity Sales
+44 (0)20 7456 9488
Andy Charalambous
ac@lewischarles.com
Spencer Krett
sk@lewischarles.com

Speymill has recently acquired the remaining 49% of GOAL Service GmbH. This acquisition
is immediately earnings enhancing for Speymill and the full consolidation of the German
funds’ property adviser into Speymill simplifies the ability to model recurring fund
management fees and property management income. Furthermore this acquisition reaffirms
the long term opportunity that Speymill sees in the German residential property market and
its importance as a core part of the business. Speymill Macau has also announced a further
investment in Macau for a high-end US$132m residential development to be located in the
inner harbour area close to the central business and gaming districts.

 The remaining 49% of GOAL Service that Speymill did not own has been purchased from
Florian Lanz providing Speymill with full ownership, control and consolidation of the
subsidiary.

 Consideration consists of an immediate cash payment of €1 million plus a deferred
component relating to performance fees payable by the SDIC funds up to March 2013.
Lanz will be entitled to 49% of performance fees earned by GOAL, which itself is entitled to
a maximum of 16% of fees generated by SDIC assets.

 Net assets of GOAL at the date of acquisition are approximately €2 million, of which the
value of the 49% that has been acquired represents the cash payment.

 Florian Lanz has resigned from the board of GOAL but will stay on as a consultant for a
minimum term of 12 months.

The up front consideration paid for the remaining stake results in a net 10% increase in our
estimate for 2008 PBT of approximately £0.5m to £5.25m. The effect on 2009 should be more
significant given consolidation during the full year resulting in a net 30% uplift on our
previous estimate for the year.

 Consolidated revenue in 2008E increases by £3.23m to £70.4m (+4.8%) reflecting the
partial effect on the year given the effective acquisition date of 1 June. 2009E revenue
increases by £5.4m to £79.7m (+7.3%). The increase in revenue reflects almost
exclusively the full consolidation of GOAL’s revenue during the relevant periods relating to
its share of fund management fee income, property management income and project
management income relating to construction contracts. We do not model any performance
fees relating to the SDIC funds.

 Recent currency movements has marginally affected fund fee income projected from
Germany and Macau.

 Macau fund management fee income following the most recently announced MCAU deal
is not affected until any NAV revaluation announcement.

 Gross profit in 2008E increases by £2.42m to £20.4m (+13.7%) increasing projected gross
margin from 26.7% to around 29%.

 The net increase in admin expenses (including staff costs) in 2008E is approximately
£1.6m bringing total costs pre bonus and share based payments to £13.15m. Total
general administrative expense projection (excluding share based payments) increases
from £12.6m to £14.6m. We have assumed an equal weighting of cost increases through
the year.

 Resulting 2008E PBT increases by £0.5m to £5.2m (+10.5%).

We are revising upwards our profit before tax projection in 2008 to between £5.0m and
£5.5m. Depending on assumptions on taxable income for the Group, Speymill trades on an
attractive adjusted 2008 PER multiple of 5.6x. We still expect realistic upside to forecasts that
can come from improving profitability of the UK construction business, further performance
fee impact, let alone any short term impact of potential new funds, alliances or joint ventures.
We maintain our Buy recommendation on Speymill.

Figure 1: Forecasts
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2005A 15,323 (857) (1,650) (981) (1,540) 38.8 (4.3) (2.5) 0.0 n/a n/a 0.0%

2006A 22,305 725 (525) 631 381 56.4 (0.5) 1.5 0.0 35.7 31.3 0.0%

2007A 52,699 3,216 2,259 3,053 3,053 57.5 3.6 5.0 0.5 8.0 9.4 1.1%

2008E(3) 70,398 5,957 5,221 5,777 5,777 58.1 7.4 8.4 1.0 4.3 5.6 2.2%

2009E 79,663 5,425 4,823 5,250 5,250 58.1 6.7 7.5 1.5 4.8 6.3 3.1%

(1) Pre exceptional items, share-based payments, impairments and income from disposals

(2) Weighted average

(3) Only 2008E Revenue includes performance fee and commission earned on Macau fund

Source: Lewis Charles Forecasts; Fund management forecasts relate only to existing property funds
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Important Information

This marketing communication (‘report’) was produced by Lewis Charles Securities Ltd (Lewis Charles) for information purposes only. It has not been prepared in accordance
with the FSA Conduct of Business Sourcebook rules concerning the promotion of research independence. It is not intended to address the investment circumstances of any
particular individual or entity receiving this report. Opinions, estimates and projections in this report constitute the current judgement of the author as of the date of this report
and may be subject to change without notice. We endeavour to update the material in this report on a timely basis, but regulatory, compliance or other reasons may prevent
us from doing so. This report should not be construed as an offer to sell or solicitation to buy any security or other financial instrument. Whilst Lewis Charles uses reasonable
efforts to obtain information from sources which it believes to be reliable, it makes no representation that the information or opinions contained in this report are accurate,
reliable or complete.

Lewis Charles, the directors and employees thereof and/or any connected persons may have an interest in the securities warrants, futures, options derivatives or other
financial instrument of any of the companies referred to in this report and may from time-to-time add to or dispose of such interests. Furthermore, this report is not subject to
any prohibition on dealing ahead of the dissemination of research, although as a matter of policy Lewis Charles requires its employees not to deal ahead of the dissemination
of the report. Lewis Charles may share remuneration in connection with the sale of its research reports through third parties or their associates. In addition, Lewis Charles
may act as advisors or lenders to, have positions in and effect transactions in securities of companies mentioned herein on a principal or agency basis and also provide, may
have provided, or may seek to provide investment banking services for those companies. Any relationships, circumstances, conflicts of interest or material positions of Lewis
Charles, its officers, employees or connected companies with regard to the investment mentioned which may reasonably be expected to impair the objectivity of the research
contained in this report are disclosed in the annex to this report. If any of the companies mentioned in this report have a shareholding in Lewis Charles, or any of its connected
companies, these details will be disclosed in the annex to this report. Our analysts may have travel expenses etc paid by the company where travel assists in the production of
this report. Important disclosures in relation to Lewis Charles’ research recommendations can be found in the Research Ratings section at: www.lewischarles.com. A copy of
Lewis Charles Conflicts Policy can be obtained from our Compliance Department.

The research in this report is not intended to provide or be taken as providing any guidance and is not a substitute for professional financial or tax advice based on your own
circumstances which you should always seek. Any references to the impact of taxation are made in the context of current legislation and may not be valid should levels or
basis of taxation change in the future. When we comment on AIM or PLUS Markets shares, you should be aware that because the rules for those markets are less demanding
than the official list of the London Stock Exchange, the risks are higher. Furthermore the marketability of these shares is often restricted. The investments mentioned in this
report may not be suitable for all recipients or be appropriate to their personal circumstances and before acting on any advice or recommendations in this report, clients should
consider whether it is suitable for their particular circumstances and if necessary seek professional advice.

Past performance is not necessarily a guide to future performance. The value of investments and income arising from them can go down as well as up. Some securities carry
a higher degree of risk than others. Clients may not recover the amount invested. Changes in rates of exchange can have an adverse effect on the value, price or income of
any non-sterling denominated investments.

This report is not directed to, or intended for distribution to or use by any person who is a citizen or resident of, or located in any locality, state, country or other jurisdiction
where by reason of that person’s nationality, residence, location or otherwise, such distribution, publication, availability or use is prohibited. Persons or in respect of whom
such prohibitions apply should disregard this report. Without prejudice to the generality of this, neither this report, nor any copy of it, may be taken or transmitted into the
United States, Canada, Australia, Ireland, Japan or any jurisdiction where it would be unlawful to do so. No part of the material in this report may be duplicated in any form or
by any means. Neither should any of the material in this report be altered in any way or redistributed without the prior consent of Lewis Charles. Lewis Charles accepts no
liability whatsoever for any loss or damage of any kind arising out of the use of all or any of this material in this report. Lewis Charles is authorised and regulated by the
Financial Services Authority and is a member of the London Stock Exchange.

Disclosures

Company Code Disclosure
Speymill SYG 2, 6
Speymill Deutsche Immobilien Company (ORD) SDIC None
Speymill Deutsche Immobilien Company (C) SDCC None
Speymill Macau Property Company MCAU None

1. Within the past twelve months Lewis Charles has managed or co-managed a public offering for this company, for which it receives fees or the promise of fees
2. Lewis Charles acts as corporate broker to this company
3. Lewis Charles regularly hold trading positions (which may include options) in this company
4. Lewis Charles holds more than 5% of the securities of this company
5. The company holds more than 5% of Lewis Charles
6. Lewis Charles may currently be providing, expects to provide within the next three months, or may have provided within the previous twelve months, investment banking

services to this company, which have given rise to payment or the promise of payment
7. The author and/or an individual responsible for production of this has direct ownership of stock in this company
8. The author and/or an individual responsible for production of this report received or purchased shares in the issuer prior to a public offering of shares

Research Ratings

Buy - The Company is profitable, cash generative, with established operations, a credible management team and proven execution of strategy. Absolute share price return
expected to increase by more than 10% over the next twelve months.
Speculative Buy - The Company has operations that are either early stage or loss-making, and/or there is uncertainty over the management's ability to deliver on its strategy.
The valuation appears to reflect risks but could reward shareholders if the operations are successful. Absolute share price return expected to increase by more than 10% over
the next twelve months contingent upon success of certain operations.
Neutral - Shareholders should await key developments from the company, which may have a positive or negative impact on the company's prospects. Absolute share price
return expected to change by between -10% and 10% over the next twelve months.
Sell - the Company’s share price and/or valuation does not reflect current underlying prospects for the company. The company may require additional funding above what can
be reasonably expected to raise or the company has failed to deliver on key operations that now risk the future success of the company. Absolute share price return expected
to decrease by more than 10% over the next twelve months.
Not Rated - Lewis Charles has either not initiated research on this company or is restricted from publishing a recommendation.

Analyst Certification

I, Nicholas Nicolaides, internal analyst employed by Lewis Charles hereby certify that the views expressed in this research report accurately reflect my personal views about
the subject company and its securities. I also certify that I have not been and will not be receiving direct or indirect compensation in exchange for expressing the specific
recommendations in this report.



Speymill 13 June 2008

3

Speymill Macau $132m Residential Investment

MCAU has announced an agreement to enter into a forward funding arrangement with a
prominent local Macau developer (Ho Chun) to finance the development of a high-end
residential building in the inner harbour area on the southwest of the peninsula. MCAU
has committed to acquire 259 residential units in a landmark 4-tower development with
the expectation to sell units prior to completion at the back-end of 2010. Ho Chun, one
of Macau’s prominent developers began real estate development in the late 1970s and
has constructed more than 100 buildings in Macau.

The total consideration is for US$132m, of which 30% is to be settled immediately and
the remainder payable upon completion. Construction has already begun and all
relevant government approvals, planning and building permits and licences for the
development have been gained by the developer. The development is currently
undergoing the formal process of achieving government gazetting for its revised land
conditions and this process is expected to be completed within 12 months (the formal
process to register each unit with the land registry). The 2 and 3-bedroom units (870
and 1,300 sq ft floor area respectively) are small enough to be attractive also to local
residents as well as international buyers. We understand that the overall acquisition
price is just below HK$ 4,000 per sq ft which is in line with the rest of the market. We
expect Speymill to attempt to follow the same model as it had done with Lot U with a
beneficial tax structure such that no capital gains tax is paid upon disposal of SPVs. We
have left Macau fund management fee income projections unchanged until any NAV
revaluation announcement is made.

Forecast Changes
The table below summarises projections down to the operating profit level for 2008 and
compares them with our previous forecasts published in our previous note on 10th April.

Figure 2: Forecast Comparison
Previous FY

2008E

forecast

(£000)

New FY

2008E

forecast

(£000)

Change Comment

Speymill Contracts Ltd:

Construction and

refurbishment

52,000 52,000 +0.0%
Guidance of at least £50m target based on

current contracts and pipeline

Speymill Property Group Ltd:

Investment and fund

management

8,998 8,926 -0.8%
Net effect of EUR and USD movements

against GBP

GOAL Service GmbH:

Property management
6,170 9,472 +53.5%

Full consolidation of GOAL’s revenue for

remaining 7 months relating to its share of

fund management fee income, property

management income and project

management income relating to construction

contracts

Group Turnover 67,168 70,398 +4.8%

Cost of sales (49,214) (50,026) +1.6%
Full consolidation of GOAL's cost of sales for

remaining 7 months

Gross profit 17,954 20,372 +13.5%

Gross profit Margin 26.7% 28.9%

General administrative

expenses
(12,645) (14,595) +15.4%

Full consolidation of GOAL staff costs and

overheads for remaing 7 months

Share based payments (555) (555) +0.0%

Shares vesting in 2008 of £450k plus bonus-

related share based payments deferred

charge of £105k relating to 2007 award

Operating Profit 4,754 5,221 +9.8%

Operating profit Margin 7.1% 7.4%

Net Interest 0 0

2007: All remaining debt extinguished with

the improvement in cash balance towards the

back-end; 2008: Nominal net interest income

assuming a requirement for cash resources

for investment in new fund setups

Profit Before Tax 4,754 5,221 +9.8% 2008E estimate of £5.0m - £5.5m

Source: Lewis Charles Forecasts
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Figure 3: Speymill Model

Source: Lewis Charles Forecasts
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