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The year to March 2001 represents a further solid achievement for International Greetings, with

figures again ahead of expectations. This was achieved despite a higher than forecast interest charge,
accounted for by the Lawrence acquisition and a stock build on early receipt of orders for Christmas
2001. Atthe current price, the shares are on a prospective PER of 16.6 times and yield 1.3%. The price
has appreciated by 10% over the past year reflecting the strong record ofrowth, and the prospects for
the current year.

Year end March 2000 2001 2002 KEY POINTS

e rorecast Results to March 2001 show furth th, with
* Results to Marc show further growth, wi

Turnover 85,542 95,344 107,000 turnover (£95.34m) up 11% and operating profit

Operating profit* 10,973 12,091 13,320 (£12.09m) up by 10% - the latter figure stated

Net Interest (1,278)  (1,399) (1,290) before goodwill amortisation.

Pre-tax profit * 9695 10,692 12,030 * The Lawrence acquisition contributed turnover of

£3.32m and an operating profit of £77,000 — as

EPS * 16.83p  18.29p 20.50p second half profitability eliminated initial losses.

Dividend per share 4.00p 4.50p 5.00p

PER 20.1x 18.5x 16.5x « With underlying EPS up by 9%, to 18.16p, the

. . dividend has been raised by 13%, to 4.50p per
Operating margin ~ 12.83% 12.68%  12.44% share. Given a normal tax charge in 2000, EPS
Interest cover 8.6x 8.6x 10.3x growth would have been over 13%.

Dividend cover 4.2x 4.0x 4.1x « The Group has entered the everyday card sector in

Tax rate 28% 31% 31% the UK; Copywrite is looking to expand into non-
licensed designs; andPepperpot has introduced
Net cash flow 7,160 8503 8,930 gift and home décor product ranges.

NCF per share 17.62p 20.89p 21.93p . .
* Inthe US, integration of Lawrence has been

Net equity assets 22,847 28,668 34,190 completed, and its Christmas range relaunched.
The Georgia factory has been extended; printing
Net cash/ (debr) (5,503) (15,983) (14,060) and finishing equipment is being installed.

Net Gearing 24% 56% 41%

NAV per share 56.2p 70.6p 84.2p e Early receipt of large customer orders enapled the
Group to increase manufacturing volumes in the

* Before exceptional items and goodwill amortisation last quarter, reducing production pressures later in

the year.
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Profile

International Greetings is a leading designer and supplier of greetings products for the retail trade. Its core products are
giftwrap, bows, ribbons, tags, crackers, cards, licensed stationery and bags. The key focus is on private label products
for the major multiple retailers, with its operations being design-led. Except in Copywrite, the Group is not involved in
production to meet speculative sales.

Results remain weighted toward Christmas sales in the second half, with approximately 60% of turnover generated in
this period, although growth in stationery and bags, as well as for other festivities (such as Halloween) is expected to
reduce this bias.

Preliminary Results

Results for the year to March 2001 showed further significant growth. Excluding the impact of the Stephen Lawrence
acquisition, turnover grew by almost 8%, to £92.03m, while underlying operating profit (before exceptionals and
goodwill) advanced by 9%, to £12.01m. Stephen Lawrence contributed turnover of £3.32m, and an operating profit of
£77,000. There was a significant improvement in the second half, with an operating profit of £0.22m, as integration was
completed.

The net interest charge was 9% higher, at £1.40m. We estimate that the Lawrence acquisition, including the funding of
its working capital requirement, more than accounted for the £0.12m increase; for the continuing business, the charge
was probably down by about 2%. The Group’s ability to boost production in the last quarter of the year, as the result of
early receipt of several large orders, increased working capital requirements at the end of the period.

After the higher interest charge, underlying pre-tax profit was £10.69m, representing growth of 10%. The tax charge
returned to 31% in the absence of the one-off factors that reduced it last year and with a greater element of profits
coming from the US, up from 13% to 16%. As a result, growth in underlying earnings per share was 8%, to 18.16p.
Applying the Group’s normal tax charge to the 2000 results would have given EPS growth of over 13%.

The Group recorded growth of 19% in net cash flow, to £8.50m. This funded 45% of the capital requirement of
£18.82m, of which £7.16m was for capital expenditure and acquisitions and £11.66m was for working capital. The
balance of the requirement was met by an increase of £10.25m in borrowings. As a result, with net debt at £15.98m,
gearing increased to 56%; however, interest cover was maintained at a healthy 8.6 times.

Prospects

The preliminary statement refers to a number of extensions to, and refinement of, the product range, which will help to
drive the business forward. These, which will help reduce further the dependence on the Christmas market, include:

» expansion of the Halloween range, where sales grew to over £1m last year, from just £130,000 in 2000;

« the launch of ranges ofiultipack everyday cards;

« the expansion of Copywrite into non-licensed merchandise;

« the introduction byPepperpot of gift and home décor ranges;

« the relaunch of the Lawrence Christmas range; and

« the combination into one collection the US bow & ribbon ranges of the Gift Wrap Company and Stephen Lawrence.

A number of initiatives have also been taken to improve efficiency. This has included

» the bringing in-house of lithographic digital proofing and reprographic functions;

» the splitting of design and licensing responsibilities, with the two directors reporting direct to the Board;

» the acquisition of specialist printing machinery, and two additional gravure printing presses;

» the acquisition of a six-colour printing press and additional finishing equipment in the US;

» the moving of all Copywrite functions under on roof and establishing a direct link to the Faobeshg operation;
In addition, the role of the Hong Kong subsidiaig Asia, in providing this majorsourcing operation for the Group is
expected to increase.

As set out in the table overleaf, we have left our forecast for the current year unchanged. The forecast anticipates growth
of 12% in turnover and, with a small reduction in margins to reflect changes in mix, of 10% in operating profit. With an
anticipated reduction in the interest charge, we are looking for growth of 12% at the pre-tax level and, on an unchanged
tax charge, in EPS. We expect an 11% increase in the dividend.

Conclusion

On the back of a solid record of growth over seven years, and with this forecast to continue, the prospective PER of 16.6
times is not demanding, and the shares remauwafor the Group’s future growth potential.
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