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Alpha Strategic announced full year results today 
with income from Alpha Winton Ltd being in line with 
expectations. Income from this relationship alone 
should cover operational costs over the medium term 
and leave headroom to source further transactions. 

 
Year Turnover EBITDA PBT adj. Tax Net EPS P/E FUM Rev / DPS Div
End £000 Margin £000 (%) Profit adj. $000 FUM (£) Yield
Mar-31 (%) £000 bp (%)
2006 na na (209) na (209) (11.6) (9.9) na na na na
2007 191 72 (144) 0 (173) (4.4) (26.1) 40,000 0.91 na na
2008E 1,557 84 1,224 15 1,006 29.6 3.9 170,000 5.38 13.86 12
2009E 2,827 87 2,471 30 1,706 44.4 2.6 310,000 6.32 43.74 38
2010E 3,702 88 3,323 30 2,302 55.4 2.1 401,000 6.39 54.81 48

 

Source: Teather & Greenwood
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• By allowing hedge fund managers to swap a portion of their own income
for shares, Alpha Strategic potentially offers a diversified income stream
and a multiple on earnings. With income from Alpha Winton Ltd now 
being received, we feel Alpha has built a platform from which it can now
make further acquisitions. 

Key Points  

• First Income Recorded 
An income of £191k was received during the year from Alpha Winton Ltd, marking 
its first contribution. This was in line with our expectations (£190k) as was FUM at 
US$41.1m. The global futures fund is still waiting for regulatory clearance to actively 
market in Switzerland, which is its main area of operation.  

We estimate the fund to hit its capacity level of US$100m in two years time and
generate fees of over £1m by 2008. We believe this income alone should cover 
operational costs over the medium term. 

• Cost Control Maintained 
While costs have grown 43% y-o-y to £422k, this merely reflects a full 12 months of 
operational expenses compared with eight months in 2006 during which Alpha was 
still starting up. Going forward, we expect cost growth to be around 5% per annum as 
the business is in more of a steady state.  

• Further Acquisitions Are Critical 
A key target for the business is to acquire income streams from multiple sources. To 
that end, we estimate Alpha making two acquisitions this year and we see this as 
critical to establishing diversification benefits.  

• The Numbers 
Loss for the FY 2007 was £173k, with LPS being 5.3p, some 46% better than the loss
of 11.6p in 2006. Cash at year end was a healthy £2.3m 

 

 

Reuters APS.L / Bloomberg APS LN Rating Target Price Samir Shah 
+44 207 426 9069 
samir.shah@teathers.com Alpha Strategic Buy 172p 

   Previous Current PriceIan Poulter 
+44 20 7426 9501 
ian.poulter@teathers.com 

Sector 
General Financial  

Market Cap 
GBP3.8m  

Free Float 
75% Buy 115p 
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Investment Conclusion  

The main attraction to investors is that dividends should increase as more income 
generating FUM is acquired. Although acquisitions will be dilutive, the dividend 
payout ratio is targeted to be 100% and we estimate that all shareholders will see an 
absolute increase in dividends over time. 

Our price to book valuation indicates a target price of 172p, which indicates a 50% 
upside. This is 7p lower than our previous target, reflecting the step up in costs and 
the increased need for Alpha to make another acquisition.  

The Business 

Alpha Strategic was established in 2005. Its main objective is to acquire stakes in 
hedge fund management firms, using its shares as consideration. In return, the hedge 
fund pledges a certain percentage of its revenue to Alpha Strategic. Target firms are 
sought out with complementary investment strategies such that the portfolio of the 
company performs consistently in a variety of market conditions. The intention is to 
build a diversified portfolio of holdings to provide a steady income stream with 
strong growth and low volatility. 

All acquisitions are financed with the issuance of new shares. The resulting income is 
distributed between all the shareholders in proportion to their shareholding. For 
example, a hedge fund manager agrees to forego a certain percentage of both 
management and the performance fees that his fund generates in exchange for a 
number of shares in Alpha Strategic. The core benefit of this is to exchange a single 
stream of income for one (via Alpha Strategic dividends) that is both diversified and 
uncorrelated, thus aiming to reduce overall volatility of income.  

While there is no optimum number of partners, management has indicated a target of 
six firms over the next three years. 

Alpha Strategic has set up some basic criteria for reviewing suitable managers: 

1. Investment style must be uncorrelated with existing funds in the Alpha Strategic 
portfolio; and 

2. Established and solid track record; they must also have ‘spare’ cash flow such 
that the Alpha revenue share will not impinge on the manager’s ability to cover 
overheads. In practice, this means a manager needs to have on average US$750m 
plus under management. 
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Financials 

Table 1: Income Statement  
Year end March (£000) 2006 2007 2008E 2009E 2010E 
Total income 0 191 1,557 2,827 3,702 
            
Operating costs (282) (422) (443) (465) (489) 
Other costs  (23)     
EBITDA (282) (254) 1,114  2,361 3,213 
        
Depreciation       
Operating profit (282) (254) 1,114  2,361 3,213 
 (%) 0 0 0 0 0 
Interest receivable 73 110 110  110 110 
Interest payable       
Loss before tax (T&G) (209) (144) 1,224  2,471 3,323 
        
Goodwill amortisation 0 (29) (35) (35) (35) 
Exceptional items 0 0 0 0 0 
Loss before tax (209) (173) 1,189  2,437 3,288 
        
Tax 0  (183) (731) (987) 
Tax rate (%) 0.0 0 15 30 30 
Attributable loss (209) (173) 1,006  1,706 2,302 
Dividends 0  (485) (1,706) (2,302) 
Retained profit/(loss) (209) (173) 521 0 0 
            
EPS basic (11.6) (5.3) 28.7 43.7 54.8 
EPS basic, FD (11.6) (5.3) 28.7 43.7 54.8 
EPS (T&G) (11.6) (4.4) 29.6 44.4 55.4 
EPS (T&G) - basic (11.6) (4.4) 29.6 44.4 55.4 
Source: Teather & Greenwood, Company data 

Table 2: Balance Sheet  
Year end March (£000) 2006 2007 2008E 2009E 2010E 
Non current assets 0 415 380 346 311 
            
Trade debtors 8 38 51 57 60 
Investments 2,476 2,134 2,740 3,137 3,367 
Cash and equivalents 73 63 85 95 100 
Current assets 2,557 2,235 2,876 3,288 3,527 
Total assets 2,557 2,650 3,256 3,634 3,838 
            
Trade creditors 37 116 156 174 184 
Current liabilities 37 116 156 174 184 
            
Long term debt 0 0 0 0 0 
Non current liabilities 0 0 0 0 0 
Total liabilities 37 116 156 174 184 
Net assets 2,520 2,534 3,413 3,809 4,022 
            
Equity 0 0 0 0 0 
Share capital 80 83 83 83 83 
Share premium A/ct 2,649 2,649 3,006 3,402 3,616 
Retained profit (209) (521) 0 0 0 
Attibutable equity 2,520 2,534 3,413 3,809 4,022 
Source: Teather & Greenwood 
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Disclosure Checklist - Potential Conflict of Interests 
Stock ISIN Disclosure (See Below) Currency Price
Alpha Strategic GB00B0CZZR45 4, 5, 7, 9 GBP 115.00

Source: Factset closing prices of 13/06/2007  

Key: 
1. Landsbanki Islands hf. (Landsbanki) or one or more of its subsidiaries* hold or own or control 1% or more of the issued share capital of this company. 2. The company 
holds or owns or controls 1% or more of the issued share capital of Landsbanki or a subsidiary*. 3. Landsbanki or one or more of its subsidiaries* are or may be regularly 
doing proprietary trading in equity securities of this company. 4. Landsbanki or one or more of its subsidiaries* have been lead manager or co-lead manager in a public 
offering of the issuer’s financial instruments during the last twelve months. 5. Landsbanki or one or more of its subsidiaries* are a market maker in the issuer’s financial 
instruments. 6. Landsbanki or one or more of its subsidiaries* are a liquidity provider in relation to price stabilisation activities for the issuer to provide liquidity in such 
instruments. 7. Landsbanki or one or more of its subsidiaries* act as a corporate broker or a sponsor or a sponsor specialist (in accordance with the local regulations) to 
this company. 8. Landsbanki or one or more of its subsidiaries* and the issuer have agreed that Landsbanki or subsidiaries* will produce and disseminate investment 
research on the said issuer as a service to the issuer. 9. Landsbanki or one or more of its subsidiaries* have received compensation from this company for the provision of 
investment banking or financial advisory services within the previous twelve months. 10. Landsbanki or one or more of its subsidiaries* 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 Landsbanki or a subsidiary* 
serves on the board of directors of this company. 
 
*Subsidiaries: Landsbanki Kepler, Teather & Greenwood Limited, Merrion Stockbrokers Limited. 

 
Rating Ratio Landsbanki Kepler Q1 2007  Rating Ratio Merrion Stockbrokers Limited Q1 2007 
Rating breakdown A B Rating breakdown A B

Buy 61.4% 0.0% Buy 40.0% 0.0%
Hold 10.0% 0.0% Hold 57.0% 0.0%
Reduce 25.3% 0.0% Reduce 0.0% 0.0%
Not Rated/Under Review/Accept Offer 3.3% 0.0% Not Rated/Under Review/Accept Offer 3.0% 0.0%
Total 100.0% 0.0% Total 100.0% 0.0%
Source: Landsbanki Kepler 
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 Islands hf. Q1 2007 Rating Ratio Teather & Greenwood Limited Q1 2007  
Rating breakdown A B Rating breakdown A B

Buy 60.3% 6.5% Buy 58.0% 79.0%
Hold 9.0% 4.8% Hold 24.0% 18.0%
Reduce 15.4% 0.0% Reduce 14.0% 0.0%
Not Rated/Under Review/Accept Offer 15.3% 88.7% Not Rated/Under Review/Accept Offer 4.0% 3.%
Total 100.0% 100.0% Total 100.0% 100.0%
Source: Landsbanki Islands hf. 
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 9 May 2006, Landsbanki Kepler, Teather & Greenwood Limited, Merrion Stockbrokers Limited and Landsbanki Islands hf.’s rating system consists of three 
recommendations: Buy, Hold and Reduce. For a Buy rating, the minimum expected upside is 10% in absolute terms over 12 months. For a Hold rating the expected upside 
is below 10% in absolute terms. 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. Landsbanki Kepler, Teather & Greenwood Limited, Merrion 
Stockbrokers Limited and Landsbanki Islands hf.’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 
Landsbanki Kepler France Autorité des Marchés Financiers AMF
Landsbanki Kepler España Comision Nacional del Mercado de Valores CNMV
Landsbanki Kepler Germany Bundesanstalt für Finanzdienstleistungsaufsicht BaFin
Landsbanki Kepler Italia Commissione Nazionale per le Società e la Borsa CONSOB
Landsbanki Kepler Nederland Autoriteit Financiële Markten AFM
Landsbanki Kepler Switzerland Swiss Federal Banking Commission SFBC
Teather and Greenwood Limited The Financial Services Authority FSA
Merrion Stockbrokers Limited The Irish Financial Services Regulatory Authority IFSRA
Landsbanki Islands hf. The Financial Supervisory Authority FME
Source: Landsbanki Kepler, Teather & Greenwood Limited, Merrion Stockbrokers Limited and Landsbanki Islands hf. 
 
Landsbanki Kepler is authorised and regulated by both Banque de France and Autorité des Marchés Financiers. 
 
Teather & Greenwood Limited is authorised and regulated by the Financial Services Authority, and is entered in its Register under Firm Reference Number 186677. Teather 
& Greenwood Limited is also a member of the London Stock Exchange Plc. 
 
Merrion Stockbrokers Limited is authorised by the Irish Financial Services Regulatory Authority under the Stock Exchange Act, 1995. Merrion Stockbrokers Limited is also a 
member firm of the Irish and London Stock Exchanges. 
 
Landsbanki Islands hf. is authorised by Fjármálaeftirlitið (The Financial Supervisory Authority, Iceland). Landsbanki Islands hf. is a member of the OMX Nordic Exchange 
and the Oslo Børs. 
 
For further information relating to research recommendations and conflict of interest management please refer to www.kepler-equities.com, www.teathers.com, 
www.merrion-capital.com and 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 Landsbanki or a subsidiary*. Neither Landsbanki nor its subsidiaries warrant the completeness or accuracy of such information and accept no 
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 information 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 any 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. They 
reflect only the current views of the author at the date of this report and are subject to change without notice. Landsbanki or its subsidiaries* bear 
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 Landsbanki or its subsidiaries*. 

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 Landsbanki or its subsidiaries accept 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 the 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 or prejudices 
whatsoever arising from the use of this publication or its contents.  

The Landsbanki Group of Companies have written procedures designed to identify and manage potential conflicts of interest that arise in 
connection with its research business. The Group’s research analysts and other staff involved in issuing and disseminating research 
reports operate independently of the Group’s Investment Banking business. Chinese Wall procedures are in place between the research 
analysts and staff involved in securities trading for the account of Landsbanki Group companies or clients to ensure that price sensitive 
information is handled according to applicable laws and regulations. 

*Subsidiaries: Landsbanki Kepler, Teather & Greenwood Limited, Merrion Stockbrokers Limited. 

United Kingdom: This document is exempt from the general restriction in section 21 of the Financial Services and Markets Act 2000 on the 
communication of invitations or inducements to engage in investment activity on the grounds that it is being distributed in the United Kingdom only 
to persons of a kind described in Articles 19(5) (Investment professionals) and 49(2) (High net worth companies, unincorporated associations etc.) 
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, 
directly or indirectly, to any other class of persons. Any investment to which this document relates is available only to such persons, and other 
classes of person should not rely on this document. 

United States: This research report is distributed in the United States by Kepler Equities Inc. and is intended for distribution in the United States to 
only "major US institutional investors" as defined in Rule 15a-6 promulgated under the US Securities Exchange Act of 1934, as amended. 
Landsbanki Kepler 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 US Securities and Exchange Commission (SEC). US 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 Landsbanki Kepler. Investing in non-US securities may entail certain risks. The securities of 
non-US issuers may not be registered with or subject to SEC reporting and other requirements. Information available on non-US companies may 
be limited, and non-US companies are generally not subject to the same uniform auditing and reporting standards as US companies. Securities of 
some non-US companies may not be as liquid as securities of comparable US 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 Landsbanki Kepler, Milano branch, warns of 
potential specific interests in securities mentioned. Equities discussed are covered on a continuous basis with regular reports published upon 
release of results. Reports are published on the date shown on the cover and distributed via print and e-mail. Landsbanki Kepler, Milano branch, 
analysts are not affiliated with any professional groups or organizations. All estimates are by Landsbanki Kepler unless otherwise stated.  

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

Switzerland: This publication is intended to be distributed to professional investors and is not intended to be offered to the public. This publication 
does not constitute a prospectus within the meaning of Articles 652a and 1156 of the Swiss Code of Obligations. 

Canada: The information provided in this publication is not intended to be distributed or circulated in any manner in Canada and therefore should 
not be construed as any kind of financial recommendation or advice provided within the meaning of Canadian securities laws. 

Other countries: Laws and regulations of other countries may also restrict the distribution of this report. Persons in possession of this document 
should acquaint themselves with possible legal restrictions and observe them accordingly. 
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Amsterdam 
Landsbanki Kepler Nederland 
ITO Tower, 12 th floor 
Gustav Mahlerplein 78 
1082 MA Amsterdam 
Telephone +31 20 563 2365 
Fax +31 20 564 1700 
 
Dublin 
Merrion Capital Group 
Block C  
The Sweepstakes Centre 
Ballsbridge, Dublin 4 
Telephone +353 1 240 4100 
Fax +353 1 240 4101 
 
Edinburgh 
Teather & Greenwood 
Level 5 
Napier House 
27 Thistle Street 
Telephone +44 20 7426 9000  
Fax +44 20 7426 3235 
 
Frankfurt 
Landsbanki Kepler Germany 
Taunusanlage 19 
60325 Frankfurt 
Telephone +49 69 756 960 
Fax +49 69 7 43 25 11 
 
London 
Teather & Greenwood Limited 
Beaufort House 
15 St Botolph Street 
London EC3A 7QR 
Telephone +44 20 7426 9000 
Fax +44 20 7426 9595 
 
Geneva 
Kepler Equities (Suisse) SA 
Chemin du Midi,8 
1260 Nyon 
Switzerland 
Telephone +41 22 361 5151 
Fax +41 22 365 4532 

Madrid 
Landsbanki Kepler España 
Alcalá 95 
28009 Madrid 
Telephone +34 91 436 5100 
Fax +34 91 436 51 51 
 
Milan 
Landsbanki Kepler  Italia 
Corso Europa 2 
20122 Milano 
Telephone +39 02 855 071 
Fax +39 02 855 07 500 
 
New York 
Kepler Equities Inc. 
600 Lexington Avenue 
10022 New York, NY USA 
Telephone +1 212 710 7600  
 
Paris 
Landsbanki Kepler  France 
112, Avenue Kléber 
75016 Paris 
Telephone +33 1 5365 3500 
Fax +33 1 5365 3521 
 
Reykjavik 
Landsbanki Islands hf. 
Hafnarstræti 5 
101 Reykjavík 
Tel: +354 410 4000 
Fax: +354 410 3006 
 
Zurich 
Landsbanki Kepler Switzerland 
Stadelhoferstrasse 22 
Postfach 
8024 Zürich 
Telephone +41 43 333 6666 
Fax +41 43 333 6652 

Landsbanki Kepler 
www.kepler-equities.com 
 
Landsbanki 
www.landsbanki.com 
 
Merrion Capital Group 
www.merrion-capital.com 
 
Teather & Greenwood 
www.teathers.com 
 


