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MORNING NOTE

Autonomy

Q1 results ahead of expectations

An upbeat set of results, a whisker ahead of our forecasts, with the highlight
being cash generation and 12 OEMs signed. Autonomy is not changing
guidance — which it admits is “conservative”. However, this will attract
attention to the valuation, which despite the very attractive PEG, 0.78x, looks
expensive on an earnings basis. Reluctantly we move our recommendation
back to Hold and reduce our target price from 1125p to 1076p.

Results overview. Q1 revenue increasing to US§105.1m (our forecast was US$104.9m)
from US$65.5m last year. No disclosure on the results by line of business but we have
Zantaz pencilled in at US$34.5m from nothing a year ago, we assume US$23.4m from
deferred revenue and US$13.0m from OEM. Adjusted PBT was US$31.1 in line with our
expectations. EPS of ¢10 - our forecast being ¢9.8. Good cash generation of US$25m, up
sequentially and year-on-year, left cash at $95.5m.

Highlights. We note licence revenue up 21% from Q1 2007, 12 OEMs signed with
industry names including Oracle, Symantec, Tumbleweed and Openwave. Average
selling price broadly unchanged at US$380,000 (from US$385,000) after working in the
dilutive effect of Zantaz. Gross margin down from 89% to 84% - similarly due to
Zantaz. Repeat business from existing customers accounted for ¢45% of revenue for the
quarter. Receivables, 31 March, were US$111.8m - US$110.5m for the prior quarter.
Deferred revenue was US$93.6m at 31 March v. US$97.9m 31st December

Impact on forecasts. We are leaving forecasts unchanged at this juncture, ahead of
meeting management later this morning. We are currently shy of 2008E consensus
estimates with revenue of US$§486 — we are on US$480m — with consensus EPS at ¢59
ahead of our ¢56. We have noted from previous experience and indeed recent reported
results, notably EMC, that users take advantage of difficult markets to ‘trade up’ their
suppliers, so a short term effect is to create a performance divergence — whereby
companies with better market share out-perform smaller peers. Autonomy will benefit
from this effect.

Valuation. In our view shares are range bound in the short term, as new investors are
likely to have some difficulty with the valuation. Notwithstanding the attractive PEG, on
an earnings basis Autonomy shares are trading on a P/E of 35x, EV/EBITDA 22.8x;
while our DCF suggests a valuation of 1157p, the FCF yield is only 2.7%. We flag up
that there is a shift in Autonomy’s investor base with the some of the mid cap fund
managers being forced sellers (the stock is too bigl), with buyers from the larger funds —
this may create a short term supply and demand mismatch.
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From time to time, we may offer investment banking and other services (IBS) to Autonomy. We buy and
sell these securities from customers on a principal basis. Accordingly, we may at any time have a long or
short position in any such securities. We may make a market in the securities of Autonomy.

The views expressed in this note accurately reflect the research analyst’s personal views about any and all of
the subject secutities and issuers. No patt of the research analyst’s compensation was, is or will be directly
or indirectly related to the specific recommendations or views expressed by the research analyst (or analysts)
responsible for the content in the report.
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Distribution of investment ratings for equity research (as of 31 Mar 08) Rating: GUIDELINE (return targets may be modified by risk or liquidity issues)

Overall Global Distribution (Banking Client*) Buy Expected to produce a total return of 15% or better in the next 12 months
Buy Hold Sell Hold Fairly valued: total return in the next 12 months expected to be +10%
63% (32%) 22% (7%) 15% (0%) Sell Stock is expected to decline by 10% or more in the next 12 months

* Indicates the percentage of each category in the overall distribution
that were banking and/or corporate broking clients

All of the recommendations and views about the securities and companies in this report accurately reflect the personal views of the
research analyst named on the cover of this report. No part of this research analyst’s compensation was, is, or will be directly or
indirectly related to the specific recommendations or views expressed by the research analyst in this research report.

This report has been prepared by a member of the Panmure Group (being Panmure Gordon (UK) Limited ("Panmutre Gordon"), its
"group" as defined in the Financial Services and Markets Act 2000 and each member of the Panmure Group's directors, employees,
agents and nominees). It may not be reproduced, redistributed or copied in whole or in part for any purpose.

This report has been approved in the UK by Panmure Gordon solely for the purposes of section 21 of the Financial Services and
Markets Act 2000. In the UK, this report is directed at and is for distribution only to persons who (i) fall within Article 19(1) (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 Promotions) Order 2005 (as amended) or
(ii) are professional customers or eligible counterparties of Panmure Gordon (all such persons together being referred to as "relevant
persons"). This report must not be acted on or relied upon by persons in the UK who are not relevant persons.

Panmure Gordon is not a US registered broker-dealer. Transactions undertaken in the US in any security mentioned herein must be
effected through ThinkEquity Partners LLLC or another US-registered broker-dealer, in conformity with SEC Rule 15a-6.

Neither this report nor any copy or part thereof may be distributed in any other jurisdictions where its distribution may be restricted
by law and persons into whose possession this report 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 laws, or the law of any
such other jurisdictions.

This report does not constitute an offer or solicitation to buy or sell any securities referred to herein. It should not be so construed,
nor should it or any part of it form the basis of, or be relied on in connection with, any contract or commitment whatsoever. The
information in this report, or on which this report is based, has been obtained from sources that the Panmure Group believes to be
reliable and accurate. However, it has not been independently verified and no representation or warranty, express or implied, is made
as to the accuracy or completeness of any information obtained from third parties. The information or opinions are provided as at the
date of this report and are subject to change without notice. The information and opinions provided in this report take no account of
the investors’ individual circumstances and should not be taken as specific advice on the merits of any investment decision. Investors
should consider this report as only a single factor in making any investment decisions. Further information is available upon request.
No member of the Panmure Group accepts any liability whatsoever for any direct or consequential loss howsoever arising, directly or
indirectly, from any use of this report or its contents.

By accepting this report you agree to be bound by the foregoing limitations
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