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Empresaria: Strong performance yet to
trigger re-rating _

Key Statistics

Code : EMR

Listing 1 AIM

Sector : Support Services
Market Cap : £29.2m

Share in issue 1 44.6m

Current Price 1 64p

12 month High/Low: 67p/39.5p

Shares in the international specialist staffing group have had a
good run up 28% over the last three months and 37.6% on an
annual view. This has been driven by the delivery of strong
financial results as reported in the FY Dec 2014 results released
in March this year which saw adjusted EPS rise 29% to 8p and
the dividend double to 0.7p.
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Company description

Empresaria is an international specialist staffing
group, with a strategy to be diversified and balanced
across geographies and sectors, with a focus on
high-growth markets. The Group follows a multi-
branded approach operating in 18 countries.
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Birchin Court, 20 Birchin Lane, London,
EC3V 9DU

Website: www.hybridan.com

Derren Nathan
Tel: 020 3713 4584
Email: derren.nathan@hybridan.com

Branding, Niches and Diversification: Empresaria is a Group of
leading staffing brands with specialist sector expertise enabling the equity
incentivised management teams to forge strong client relationships.
Professional and skilled workers now makes up 81% of Empresaria’s
business, with a bias towards Technical & Industrial, IT Digital & Design,
and Financial. Fee income is relatively evenly split between the UK,
Continental Europe and the rest of the world, offering a balance between
mature stable markets and higher growth emerging markets. Selective
expansion continues most latterly with the purchase of stakes in
businesses in Dubai and the UK (servicing the marketing industry).

Legacy issues resolved: Over 2011/2012 Empresaria saw its share price
suffer due to specific issues in some of its territories combined with a
generally weak trading environment. Specifically there was an initial
provision made in the company’s core German market for up to £3m
following a court ruling that the CGZP union was not entitled to conclude
a collective labour agreement, the likes of which had been made with
some of EMR's subsidiaries. Furthermore the company had engaged in an
onerous loss making contract in Chile. In the latest results it was confirmed
that all claims for retrospective pay and social security have been agreed.
Germany drove profit growth in Continental Europe of 77% and a new
office has been opened in Santiago. The German staffing market is
relatively immature and subject to structural growth.

Margin growing / more to come: A 3% drop in revenues in 2014 (up
2% at constant currency) was not reflective of the improving situation
with net fee income (NFI) up 5% (11% at constant currency) due to the
increasing proportion of permanent placings. The conversion ratio (NFI to
operating profit) increased 50 bps to 14.7%. On an adjusted basis,
excluding amortisation, exceptional items and profit or loss on disposal of
businesses, operating profit was £6.6m up 10% on prior year and profit
before tax was £6.1m, up 13%. The Group is moving towards its target
conversion ratio of 20% which if achieved could increase earnings by 30%
with no top line growth. Empresaria is establishing a track record of
growth with 6 consecutive quarters of rising NFI and adjusted earnings
have doubled since 2011. Cashflow remains strong enabling a doubling of
the dividend and 36% reduction in net debt to £9.8m over 2014.

Peer Group — The strong share price performance shows a recovery from
a low point and improving fundamentals. However we have seen no
material re-rating. The stock is on 7.7x historical earnings and 7.2x
consensus 2015 earnings. Rebasing to the price to one year ago the
historical rating was actually marginally higher at 7.4x. Looking at a
selection of its peers (small to medium sized staffing agencies: Matchtech,
Staffline, Interquest and SThree) the average 14x forward multiple is
nearly double that of Empresaria. We argue that Empresaria’s business
model is proving to be effective through the delivery of strong numbers
and the outlook is positive. Therefore there is scope for this valuation gap
to narrow.

For disclosures, refer to the Disclosure Section
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Key Fundamentals

Revenue Pre-tax

Year Ending Em) (Em) EPS P/E
31/12/2010 206.8 6.50 6.40
31/12/2011 208.9 1.90 4.10
31/12/2012 194.3 3.60 5.00
31/12/2013 194 .4 4.90 6.20
31/12/2014 187.9 5.90 8.30

Forecast

Year Ending ;e:;"”e ::;';ax EPS PIE
31/12/2015  192.95 7.05 8.85
31/12/2016  202.25 7.85 9.60

Source:Digitallook
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Disclaimer

This document, which does not constitute research, has been issued by Hybridan LLP for information purposes only and should not
be construed in any circumstances as an offer to sell or solicitation of any offer to buy any security or other financial instrument,
nor shall it, or the fact of its distribution, form the basis of, or be relied upon in connection with, any contract relating to such action.
This document has no regard for the specific investment objectives, financial situation or needs of any specific entity and is not a
personal recommendation to anyone. Recipients should make their own investment decisions based upon their own financial
objectives and financial resources and, if any doubt, should seek advice from an investment advisor.

The information contained in this document is based on materials and sources that are believed to be reliable; however, they have
not been independently verified and are not guaranteed as being accurate. This document is not intended to be a complete
statement or summary of any securities, markets, reports or developments referred to herein. No representation or warranty, either
express or implied, is made or accepted by Hybridan LLP, its members, directors, officers, employees, agents or associated
undertakings in relation to the accuracy, completeness or reliability of the information in this document nor should it be relied upon
as such.

Any and all opinions expressed are current opinions as of the date appearing on this document only. Any and all opinions expressed
are subject to change without notice and Hybridan LLP is under no obligation to update the information contained herein. To the
fullest extent permitted by law, none of Hybridan LLP, its members, directors, officers, employees, agents or associated undertakings
shall have any liability whatsoever for any direct or indirect or consequential loss or damage (including lost profits) arising in any
way from use of all or any part of the information in this document.

This document should not be relied upon as being an independent or impartial view of the subject matter and, for the avoidance of
doubt, does not constitute “independent investment research” for the purposes of the Financial Conduct Authority rules. The
individuals who prepared this document may be involved in providing other financial services to the company or companies
referenced in this document or to other companies who might be said to be competitors of the company or companies referenced
in this document. As a result both Hybridan LLP and the individual members, directors, officers and/or employees who prepared
this document may have responsibilities that conflict with the interests of the persons who receive this document. Hybridan LLP
and/or connected persons may, from time to time, have positions in, make a market in and/or effect transactions in any investment
or related investment mentioned herein and may provide financial services to the issuers of such investments.

In the UK, this document is directed at and is for distribution only to persons who (i) fall within Article 19(5) (persons who have
professional experience in matters relating to investments) or Article 49(2) (a) to (d) (high net worth companies, unincorporated
associations, etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) or (ii) are
Professional Clients or Eligible Counterparties (as those terms are defined in the rules of the Financial Conduct Authority) of Hybridan
LLP (all such persons referred to in (i) and (i) together being referred to as “relevant persons”). This document must not be acted
on or relied up on by persons who are not relevant persons. For the purposes of clarity, this document is not intended for and
should not be relied upon by persons who would be classified as Retail Clients (as defined by the rules of the Financial Conduct
Authority).

Neither this document nor any copy of part thereof may be distributed in any other jurisdictions where its distribution may be
restricted by law and persons into whose possession this document comes should inform themselves about, and observe, any such
restrictions. Distribution of this report in any such other jurisdictions may constitute a violation of UK or US securities law, or the
law of any such other jurisdictions.

Hybridan LLP and/or its associated undertakings may from time-to-time provide investment advice or other services to, or solicit
such business from, any of the companies referred to in this document. Accordingly, information may be available to Hybridan LLP
that is not reflected in this material and Hybridan LLP may have acted upon or used the information prior to or immediately following
its publication. In addition, Hybridan LLP, the members, directors, officers and/or 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 document and may from time-to-time add or dispose of such interests.

Neither the whole nor any part of this document may be duplicated in any form or by any means. Neither should this document, or
any part thereof, be redistributed or disclosed to anyone without the prior consent of Hybridan LLP.

Hybridan LLP is a limited liability partnership registered in England and Wales, registered number OC325178, and is authorised and
regulated by the Financial Conduct Authority and is a member of the London Stock Exchange. Any reference to a partner in relation
to Hybridan LLP is to a member of Hybridan LLP or an employee with equivalent standing and qualifications. A list of the members
of Hybridan LLP is available for inspection at the registered office, 2 Jardine House, The Harrovian Business Village, Bessborough
Road, Harrow, Middlesex HA1 3EX.



