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ReThink Group* Interim Results:
Reiterate Buy stance at 92.5p with 20.5p Target

Rapidly expanding IT recruitment and IT consulting business ReThink
has today published its results for the half year to June 30th 2009. Given
the macroeconomic backdrop, trading was difficult but there is no need
to amend full year forecasts; the company continues to build its number
of contractors positioning itself strongly for an upturn and indicates that
the second half of the year will show profits growth; there are no balance
sheet concerns and an indication that a dividend may be payable in 2010
reinforces our confidence in its long term prospects. We reiterate our
stance of buy at 9.5p with an unchanged 12 month price target of 20.5p.

Revenues during the first half of the year increased by 18% to £24.6 million
but, with a sharp fall in high margin permanent placements offset by an
increase in lower margin temp business, gross profits fell from £6.7 million
to £5.5 million. Underlying levels of profitability were maintained, ReThink’s
numbers merely reflect the macroeconomic driven shift in product mix.
The consulting operation, Aiimi, continued to make progress winning a
number of new contracts in the Middle East. At a pre-tax level, ReThink’s
underlying profits fell from £80,000 to £12,000 however a number of loss
making teams were removed during the first half and the benefits of this
will be seen during the latter months of 2009. Basic earnings per share
were 0.003p, down from 0.53p.

At a balance sheet level ReThink ended the half year with net cash of
£149,000. ReThink funds its business through the use of debtor finance
and the business is fundamentally cash generative and the company
states that it “continues to have sufficient funding for both existing trading
levels and any expected growth in the immediate future.”

In terms of the outlook, ReThink notes that conditions remain “challenging”
but adds that “there are signals that market conditions are slowly
improving...there has been an encouraging start to second half trading
and...if current trading patterns continue, the second half results will show
an improvement over the first half of 2009.”

We are not amending our forecasts on the back of these results. We
forecast that in 2009 sales will be little changed on 2008 at £45 million
but since an increasing proportion of revenues will be from lower margin
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temporary placement contracts we expect pre-tax profits to fall from an underlying £602,304 to £325,000. In 2010 we
expect not only an increase in revenues but also an improved sales mix which should feed through to profits rising to
£1.2 million on sales of £54 million and if that trend continues profits should reach £1.7 million in 2011 on the basis of
sales of £65 million. If current trends continue we believe that the risk to 2010 and 2011 forecasts is on the upside.

The stated goal of ReThink is to build revenues to £100 million and while it could do this organically we expect its
paper to make revenue and earnings enhancing bolt on acquisitions during the coming 24 months.

At this stage we are not forecasting the payment of a dividend for 2010 but we are encouraged by today’s statement
that: “The Group is not declaring an interim dividend but the Board remains committed to a progressive dividend

policy and will keep the issue under review.”

Valuing ReThink on 12 times forecast 2011 earnings of 1.7p our target price remains 20.5p and with the shares at

9.5p our stance remains buy.
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Forecast Table:

Sales

Year to 31st

December

2008A

2009A

2010E

2011E

(£ Million)

43

45

54

65

Pre-Tax profit
(Em)

0.6
0.3
1.2

1.7

Undiluted
Earnings Per
SHEICH(9)

0.46
0.31
0.93

1.70

Price
Earnings
Ratio

20.7
30.6
10.2

5.6

Dividends Per
Share (p)

0.0
0.0
0.0

0.0

Dividend
Yield (%)

0.0
0.0
0.0

0.0

*ReThink Group is a corporate client of RSCF which is owned by RSH the ultimate owner of GE&CR.

This research note cannot be regarded as impartial as GE&CR has been commissioned to produce it by ReThink Group*.
It should be regarded as a marketing communication.

The information in this document has been obtained from sources believed to be reliable, but cannot be guaranteed. Growth
Equity & Company Research is owned by T1ps.com Limited which is commissioned to produce research material under the
GE&CR'’ label. However the estimates and content of the reports are, in all cases those of T1ps.com Limited and not of the
companies concerned.

This research report is for general guidance only and T1ps.com Limited cannot assume legal liability for any errors or omis-
sions it might contain. Readers of this report should also be aware that because this research is not independent that there is
no prohibition on dealing ahead of the dissemination of it.

The value of investments can go down as well as up and you may not get back all of the money you invested; You should also
be aware that the past is not necessarily a guide to the future performance. Finally, some of the shares that are written about
are “smaller company” shares and often the market in these shares is not particularly liquid which may result in significant trad-
ing spreads and sometimes may lead to difficulties in opening and/or closing positions. Before investing, readers should seek
professional advice from a Financial Services Authorised stockbroker or financial adviser.

T1ps.com Limited is authorised and regulated by the Financial Services Authority (FSA Registration no. 192801) and can be con-
tacted at 5-11 Worship Street, London, EC2A 2BH — email tom.winnifrith@t1ps.com — fax 020 7628 3815 — tel 020 7562 3376
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