Page 2

INSIDE MARKET DATA Octobar 24, 1994

Vendor Strategias

Telerate Revenues
Grow Fast; But
Will They Last?

Dow Jones & Co.'s third quaner
fnancial satement showed rev-
enucs for the publishing com-
pany s Dow Jones Telerate unit
growing faster than they have in
vedlrs. As a nesult, the marker data
vendor, which makes up 90 per-
cent of Dow Jones® so-called in-
formation services SCEmenl, is at
last reaping fairly uniform praise
from market data industry invest-
mien analysts,

Reponing over $246 million in
third-quaner revenue, the informa-
tion services segment grew nearly
15 percent over the same quaner
Last vear. ‘This growth rate contin:
ugs this year's trend of strong
quarer-over-quarter revenue in-
creases for Telerate—which
lopeed 2 10 percent increase in Lhe
first quancr this year and a 12 per-
cent increase in the second. Thesa
rafcs of revenue growth outshoneg
increases consistantly below 10
percent in previous periods (IMD,
April 25/July 18).

While industry analysts—in-
cluding Salomon Brothers Inc.'s
Lanny Baker, Wentheim Schroder
& Co."s Michael Ellmann and
Coldman Sachs & Co.'s Enc
Philo—attribute Telerate s strong
showing at least in part 10 a gener-
iy healthy demand for market
data services across the board (a
phenomenon that has boosted
Teleraie’s competitors, too), they
gav the numbers still show im-
provement on the pan of Teleraie
in pariicular.

Specifically, they say that

_—

Telerate did not this guarter permit
its revenue pains 1o Now straight
Lo its bottom line: Though operat-
ing profits grew about 22 percent
over the same quarner last vear,
this rate of growth mepresents a
significant fall-oil in comparison
1o the growth rales in the Nirst amd
sccond quaners this vear—¢spe-
cially the first. Given revenue in-
creases, this sugpests that the ven-
dor has devoted more of is re-
sources o research and develop-
ment or 1o reserve funds—acate po-
ries which the vender has in ihe
pasl several quaners been criti-
cized for showing slow growth
(IMD, et 11, 1993)

Strong Demand

The analysts say that Telerae s
revenue growth e won't likely
persist at the 15-percent Jevel po-
ing forward, especially in light of
the aggressive stall cuis that have
Just begun to hit Wall Street’s
capital markels operations—a core
Telerate customer consiiuency.
Stll, they say, the impending st
quaner 1995 release of the
vendor's much-touted Telerale
Workstation (TW) product could
T ——
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keep il growing at around ten per-
cent through 1995

Baker Savs the sinong; <ales
wre duc in part o demand from
the big money conter banks. El-
Imann savs there has boen a “sig-
nificant cvclical improvement in
demand in most major markets
around the world.™

Savs Ellmann: 1 think this was
the strongest quanerly comgri-
son, in tems of the magniude of
the revenae growth, that he infor-
Mo services business of Dow
Jones has seen of delivered m
MGy, Many vears

"They made their budget in the
first quaner and dad a livle bit bet-
ter than bedger on the revenue side
n the sccond quaner and notice-
ably better than budget in the third
quaner,” says Elimann. ~“But
rather than bring all of that benefis
10 the battom linc. it may be that
mamagement s 1aken e oppor-
wnity w do some increased devel-
apment,”

However, Ellmann emphasizes
that in order 1o remain compeli-
tive, Telerate has to increase its
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