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Disclaimer 
Corporate Synergy plc may have a number of specific conflicts of interest in respect of the matter covered by this report, such as having a corporate relationship with the 
company. This document should not be relied upon as being an impartial or objective assessment of the subject matter and is not deemed to be “objective research” for
the purposes of FSA rules. This document has been issued and approved for distribution within the United Kingdom by Corporate Synergy Plc to investment professionals
and  financial institutions.  Opinions expressed are our current opinions as of the date appearing and relate to this material only. 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. Any opinions expressed are subject to change without notice.
The information contained herein is compiled from a number of sources and is believed to be correct, but this cannot be guaranteed.  This material should not be
construed as an offer to sell or solicitation to buy any security or other financial instrument.  The value of any investments referred to herein and the income derived 
therefrom may fall or rise against the investors' interest and past performance is not a guide to future performance. In relation to securities denominated in foreign
currency, movements in exchange rates will have an affect on the value, either favourable or unfavourable. 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 OFEX shares you should be aware 
that because the rules for those markets are less demanding than the Official List of the  UK Listing Authority the risks are higher. Furthermore the marketability of these 
shares is often restricted.  Before acting on any advice or recommendations in this material, clients should consider whether it is suitable for their particular circumstances
and, if necessary, seek professional advice.  Corporate Synergy Plc and/or its associated companies may from time-to-time provide investment or other services to, or 
solicit such business from, any of the companies referred to in this report.  Accordingly, information may be available to Corporate Synergy Plc that is not reflected in this
material and Corporate Synergy Plc may have acted upon or used the information prior to or immediately following its publication.  In addition, Corporate Synergy Plc, 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 the report and may from time-to-time add to or dispose of such interests.  No part of this material may be duplicated in any form or by
any means. Neither should any of this material be redistributed without the prior consent of Corporate Synergy Plc.  Corporate Synergy Plc accepts no liability whatsoever
for any loss or damage of any kind arising out of the use of all or any of this material.  Corporate Synergy Plc is authorised and regulated by the Financial Services 
Authority and is a member of the London Stock Exchange. 
Corporate Synergy Plc Conflict Management Policy is available at http://www.corporatesynergy.co.uk/Homepage/Conflict_Management/default.aspx 
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Recommendation: *CORPORATE  
Equity Analyst: Derren Nathan / Contact 020 7448 4493 
 

Ticker Price (p) 52 week high / low (p) Shares in issue (m) Market Cap. (£’m) 

LNG.L 10.15p 168p/3.5p 71.45 7.25 

 
Forecast Table – Leisure & Gaming (actual) , Corporate Synergy Plc (estimates) 

Adjusted PER Y/e Dec T/o (€m) Adj. Pre-
Tax (€m)* 

Net Income 
(€m)  EPS (p) 

(Diluted)* 
(x)* 

Div (p) Net Cash/(Debt) (€m) 

2006A 454.4 7.5 -78.6 7.6 1.3 - 2.1 
2007E 173.2 3.8 2.6 2.5 4.1 - 2.7 
2008E 226.7 6.1 4.5 3.9 2.6 - 4.7 

 
FX rates; US$/GBP: 1.95;  €/GBP: 1.46;  US$/€: 1.33 
*adjusted for exceptional items 
 
Next Event : Interims 

  
 Leisure & Gaming today published results for FY 2006, in line with our forecasts, and drawing a line under 

a difficult year which saw the sale of its US facing businesses for US$1 in October. Net losses were 
US$104.5m including US$113.8m of exceptional items largely pertaining to the disposal of the US 
businesses. Total losses per share for the year were 166.8USc. Stripping out the exceptional items and 
share option charges the company recorded pre-tax profits of US$10m equating to adjusted EPS of  
14.8USc. At the year end the company had net cash of US$2.7m. However a considerable portion of this will 
have comprised franchisee deposits, now paid out in respect of new licenses awarded by the Italian 
authorities in January 2007. Going forward the company will be reporting in Euros appropriately reflecting the 
change in business mix and we have restated our forecasts accordingly. 

 The results included 6 months and 8 days trading from Leisure & Gaming’s latest acquisition Betshop. 
Betshop’s primary revenue generator is it’s network of over 1,000 franchised sports and horse betting outlets 
in Italy, which we estimate will contribute some 86% to 2007 turnover forecasts of €173m. During the period 
Betshop recorded turnover of US$74.2m and net win of US$18.1m on margins of 24.4%. On a 12 month pro-
forma basis Betshop experienced very strong growth largely fuelled by the accelerated roll out of the 
franchise network. Turnover was up 247% to US$116.8m, net win up 187% to US$27.4m and active 
customers up 200% to 44,750.  

 Current trading amongst the company’s continuing operations to 12th March 2007 has exceeded 
management expectations. Net win margins of 32% generated a net win of US$10.2m and a gross profit of 
US$3.1m off turnover of US$31.6m. On a pro-forma basis these figures represent increases of 101%, 98% 
and 108% respectively. Turnover for the 10 weeks accounts for just 13.7% of our FY estimates, but at a 
gross profit level, with margins of 9.8% (4.2 percentage points higher than our estimates) US£3.1m already 
accounts for 24% of our 2007 forecasts. This is most encouraging, given that we had expected results to be 
H2 weighted whilst the newer betting outlets continue to mature. For the sake of prudence we are not 
upgrading our profit forecasts at present, but will review them again at the interims. 

 Leisure & Gaming have made some positive comments about ongoing and proposed product and 
geographic diversification. In Italy scratch cards have been launched across the network, and on the 
company’s online platform, Betshop.com, a poker platform has been introduced. Betshop.com is not 
accessible in Italy but its biggest markets are currently Greece and Romania. Leisure & Gaming highlights 
the scalability of the franchisee model, which can expand rapidly with relatively small capital outlay and 
marketing budget, a big advantage when compared to the traditional owner operator model. In Romania the 
company has opened an office in Bucharest and is beginning to roll out a network of franchised betting 
shops. The Board expects a revenue contribution from Romania  as of Q3 2007. Betshop is in discussions 
with a number of local partners across various European territories and may expand its network even further. 
Within the EU there appears to be a concerted effort now to coerce member states to liberalise their 
gambling markets. This could result in a number of new market opportunities for Leisure & Gaming. 

 Following Leisure & Gamings exit from the US market, we believe that investors still do not fully 
appreciate the growth profile of the remaining Betshop business. However the latest trading update begins to 
establish a track record for the Italian network and certainly gives comfort to our 2007 forecasts. On this 
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basis the shares are trading on an extremely undemanding rating of just 4.1x which is a 80% discount to our 
loose peer group average. For 2008 we forecast EPS growth of 58% to 3.9p lowering the rating to a 2.6x 
multiple. This equates to a PEG ratio of just 0.04x. On this basis we argue that L&G is one of the cheapest 
stocks on AIM. The biggest risks to forecasts are adverse gaming results and increasing competition in the 
Italian market. However if trading continues as it has in Q1 earnings upgrades are likely. Furthermore 
geographical expansion beyond Italy is not currently factored in to our estimates. 

 

*Corporate Synergy Plc acts as Nominated Adviser and Broker to Leisure & Gaming Plc. Corporate 
Synergy Plc does not publish recommendations on companies with which it has a corporate 
relationship.                     

 

 
 

 

 

                       
 

 


