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Compelling value creation story

• Forecast SETS growth by FY 2008 100%

• £510 million capital return 200p per share

• Share buyback programme £50m p.a.

• Proposed FY 2006 dividend up 71% 12p

• Declining cost base £10m

• 2005 adjusted EPS 32p

• 2005 adjusted EPS pro forma(1) 38p

• Compound annual shareholder return since listing in 2001 19% p.a.

(1) Pro forma for £510 million capital return and lower cost base
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Unique strategic position

• World leading exchange
– Leading global exchange brand with outstanding technology
– The international venue of choice for IPOs
– Compelling proposition for customers and shareholders

• At the heart of the City of London
– The largest equity market in Europe and third largest in the world
– The largest asset management centre in the world with more than $14 trillion 

under management
– World renowned regulation and pro-competitive market structure

• An exciting sector
– The global exchange sector is at the beginning of a transformational phase of 

corporate development
– The London Stock Exchange is the natural centre for the world’s capital market
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UK equity trading grown at 16% CAGR over last 20 years:

Value traded up strongly over last ten years despite three year bear market:
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Number of AIM companies listed 

81
213 294 314 332

471
606 686 718

936

1,399
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We have built AIM into the world’s most successful growth market:

Growth in SETS has repeatedly exceeded growth on Eurex and Euronext.liffe:

Growth in SETS value and trades v. growth in derivatives
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Extremely strong and resilient business
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Fundamentally high growth story

• Three main areas growing strongly:
– Issuer services – £2.5 billion raised in international listing since start of calendar 2006

– Information services – reached 100,000 terminals worldwide

– Broker services – stellar performance in January

• Strong marketing has helped to secure the London Stock Exchange’s position as the 
listing venue of choice:

Total European initial public offerings (2000-2005)1,368

100204 204
87 84 77 37

LSE Deutsche
Börse

Euronext Borsa Italiana OMX Oslo SWX Other
Exchanges
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• In January 2006, value traded on SETS grew more than equity value traded on major
listed exchanges and both Eurex and Euronext.liffe:

• Growth in SETS has repeatedly exceeded growth on Eurex and Euronext.liffe

63%

56%
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43%

26% 24%

LSE Euronext Deutsche Börse Hong Kong
Exchanges

Euronext.liffe Eurex
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Exceptional SETS performance
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SETS forecast

• Average daily trades on SETS expected to increase by at least 50% in financial year
2007 and at least 100% in financial year 2008 (from financial year 2005):

• These forecasts are based on growth of 26% per annum compared to historic growth 
in average daily trades on SETS of: 

– 27% in calendar year 2005
– 38% in January 2006(1)
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(1) Total bargains for January 2006 up 45% versus January 2005
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New trading patterns

• Our expectations reflect:

(1)    Secular shift in trading patterns
– Algorithmic trading 
– Direct Market Access
– Hedge funds
– Contracts for differences

(2)    Encouraged by our significant investment in new technology
– Infolect
– SETS capacity upgrades
– Our Technology Road Map (‘TRM’) and the introduction of the new trading 

platform will deliver a step change in capacity, and provide 80% uplift in 
performance
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• Lowest cost-income ratio of the major listed European exchanges(1):

• Further efficiency savings of £7m in financial year 2007 and £10m full run rate in 
financial year 2008(2):

– Savings from offshoring technology function
– Reductions through integration of business processes
– Efficiencies in property and other costs

67%
73%73%

65%

Euronext OMX Deutsche Börse LSE

Record of tight cost control

(1) Euronext, OMX and Deutsche Börse: 12 months to December 2004. London Stock Exchange: 12 months to March 2005
(2) By reference to the planned FY 2008 cost base which is subject to an inflationary increase versus the cost base for FY 2007.

Associated one off profit and loss implementation cost of £6 million to be taken in financial year 2006 5
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Return of 200p/share, share buyback and increased 
dividend

• More than doubling previously announced capital return to £510 million(1)

• Will have returned £672.5 million to shareholders since August 2004, 34% of market 
capitalisation

• Share buyback programme of up to £50 million p.a.

• 71% increase in full-year dividend for 2006 – 12p per share

6

(1) Implementation of the capital return is subject to the London Stock Exchange no longer being in an offer period and shareholder 
and court approval

Pro Forma 2005 Adjusted EPS Accretion 

Pre capital return adjusted EPS as reported 31.9p  
Post capital return adjusted EPS 34.0p 6.6% 
Post capital return and lower cost base adjusted EPS 37.7p 18.2% 
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• Macquarie references its offer to a 16-month-old share price whilst share prices have 
risen across the sector

• Offer represents a multiple of only 15.4 times(1)

• Sector beginning to enter transformational phase of corporate development
– Presents unprecedented opportunities for the Exchange
– Potential to release significant additional value for customers and shareholders

24.9x25.4x26.6x29.5x29.9x31.8x32.7x36.4x
46.0x46.3x

68.8x70.6x

15.4x
20.4x

Archipelago CBOT NASDAQ CME ISE Hong Kong
Exchanges

TSX Singapore
Exchange

ASX OMX Deutsche
Börse

Euronext LSE
Current

Macquarie's
Offer

Macquarie wants the Exchange on the cheap

(1) Based on 2005 adjusted EPS pro forma for the £510 million capital return and lower cost base of 37.7 pence

(1)(1)
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Macquarie’s offer fails in every respect

• No value today

• No value tomorrow

• No customer proposition

• No industrial logic

• No vision

Shareholders should not surrender their stake in the 
world’s capital market
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Appendix
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• Day 46: last day for Macquarie to post revised offer document (if any) 
• Day 60: last day for offer to become unconditional as to acceptances

Timetable
Macquarie’s offer could run to 11 March 2006

Announcement

A = 0

Offer
Document 

Posted

P = 0 
(Max A + 28)

Latest Time 
and Date for 

Unconditional 
as to 

Acceptances

P + 60
(1.00 p.m.)

First Closing
Date

(“First 
Closing”)

P + 21

Posted 
Defence 

Document

P + 9

Latest Date to 
Post Revised 

Offer 
Document

P + 46

First Date 
Acceptances 

can be 
Withdrawn

P + 42

Tuesday
10 Jan 06

Saturday
11 March 06

Thursday
19 Jan 06

Saturday 
25 Feb 06

Saturday
18 Feb 06

Tuesday
31 Jan 06

Thursday
15 Dec 05

Second 
Closing

Date
(“Second 
Closing”)

P + 35

Latest Date for 
Target to 

Announce 
Material New 

Financial 
Information

P + 39

Tuesday
14 Feb 06 

Tuesday
21 Feb 06

Third  Closing 
Date (“Third 

Closing”)

P + 49

Tuesday
28 Feb 06
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The Directors of the London Stock Exchange accept responsibility for the information contained in this 
presentation. To the best of the knowledge and belief of the Directors of the London Stock Exchange (who have 
taken all reasonable care to ensure that such is the case), the information contained in this announcement for 
which they accept responsibility is in accordance with the facts and does not omit anything likely to affect the 
import of such information. 

Merrill Lynch International, which is regulated in the United Kingdom by the Financial Services Authority, is 
acting exclusively for the London Stock Exchange and no-one else in connection with the Offer and will not be 
responsible to anyone other than the London Stock Exchange for providing the protections afforded to clients 
of Merrill Lynch International nor for providing advice in relation to the Offer. 

Lehman Brothers Europe Limited, which is regulated in the United Kingdom by the Financial Services Authority, 
is acting exclusively for the London Stock Exchange and no-one else in connection with the Offer and will not 
be responsible to anyone other than the London Stock Exchange for providing the protections afforded to 
clients of Lehman Brothers Europe Limited nor for providing advice in relation to the Offer.

Directors’ Responsibility Statement
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The circulars to London Stock Exchange plc (the LSE) shareholders dated 19 January 2006 and 17 February 2006 (the Circulars) from which certain of 
the information in this presentation have been extracted has been prepared in accordance with the requirements of the City Code and are subject to 
disclosure and procedural requirements that are different from those under US law.  This presentation should not be read as a substitute for reading 
the Circulars.  Any financial statements included or incorporated in this presentation or the Circulars may have been prepared in accordance with 
non-US accounting standards that may not be comparable to the financial statements of a US company.  Neither the Circulars nor this presentation 
have been reviewed by any federal state securities commission or regulatory authority in the US, nor has any such commission or authority passed 
upon the accuracy or adequacy of the Information.  Any representation to the contrary is unlawful and may be a criminal offence.

You should not forward, transmit or show this presentation to any person.  In particular, you should not forward or transmit this into Canada or Japan 
or in or into any other jurisdiction where it would be unlawful to do so. The information in the presentation speaks as at the date of the relevant 
Circular the information was sourced from (and on the bases set out in that Circular).  The LSE has, and accepts, no responsibility or duty to update 
the Circulars or this presentation.  

This presentation contains statements that are or may be forward-looking with respect to the financial condition, results of operations and businesses 
of the LSE. These statements can be identified by the use of forward looking terminology such as "believe", "expects", "prospect", "estimated", 
“forecast”, “plan”, "should", "may" or the negative thereof, or other variations thereof, or comparable terminology indicating expectations or beliefs 
concerning future events. These forward-looking statements include risk and uncertainty because they relate to events and depend on circumstances 
that will occur in the future. There are a number of factors which could or may cause actual results or developments to differ materially from those 
expressed or implied by such forward-looking statements.

This presentation is directed only at persons who (i) have professional experience in matters relating to investments or (ii) are persons falling within 
Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations, etc") of The Financial Services and Markets Act 2000 (Financial 
Promotion) Order 2001 (as amended) or to whom it may otherwise lawfully be communicated (all such persons together being referred to as "relevant 
persons"). This presentation must not be acted on or relied on by persons who are not relevant persons. 

The directors of the LSE accept responsibility for the information contained in this document, save that the only responsibility accepted by them in 
respect of the information relating to the consortium led by Macquarie, which has been compiled from public sources, is to ensure that such 
information has been correctly and fairly reproduced and presented. To the best knowledge and belief of the directors of the LSE (who have taken all 
reasonable care to ensure that such is the case), such information for which they accept responsibility is in accordance with the facts and does not 
omit anything likely to affect the import of such information.

Disclaimer for Shareholder Presentation


