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REPORTS 4Q04 RESULTS Yesterday, j2 Global 
Communications reported 4Q04 results representing the 
company’s 31st consecutive quarter of revenue growth. 
Total 4Q04 revenues of $29.8 MM were up 7% quarter 
over quarter, 46% year over year, and $0.3 MM ahead of 
our forecast and company guidance.  4Q04 EPS of 
$0.37 was ahead of our estimate of $0.32.   With 
consistent, and strong growth, we believe JCOM 
continues to execute on its DID based business model. 

DID REVENUES DRIVE GROWTH    j2 added 38.7K net 
numbers, up 8% sequentially but slower than the 10% 
growth experienced in the previous quarter.  We believe 
that seasonal factors such as holidays and vacations 
contributed to the slower growth during 4Q04. DID 
revenues for the quarter were 27.9 MM, comprising a 
stable 98% of total quarterly revenues. Recurring 
subscriber fees grew 8.9% quarter over quarter to $20.8 
MM while usage charges grew 4.6% to $8.2MM. Gross 
margins and operating margins rose to 85.1% and 44% 
respectively, compared to 84.3% and 43% respectively 
during 3Q04. We are encouraged by the continued 
growth in j2 Global’s core DID revenue base. 

ENTERPRISE REVENUES COULD PROVIDE UPSIDE 
JCOM provided the following guidance for 2005: 
1) Revenues between $145-148 MM 
2) EPS between $1.70-$1.75 
3) Tax rate between 25-28% 
We believe JCOM could derive increasing revenues 
from the enterprise market, especially during 2H05. In 
our view, this could add an additional $5 MM to our 
current 2005 revenue estimate of $148.5 MM.  

2005 ESTIMATES Our 2005 revenue estimate of $148.5 
MM is largely unchanged and in line with management 
guidance. We have raised our 2005 EPS estimate to 
$1.75 from $1.50, to bring it in line with new guidance. In 
our view, the estimate revision reflects the effect of the 
lower expected tax rate of 25-28%.  
 
RISKS Tight information technology budgets represent 
the greatest risk for J2 in our view 
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J2Global Communications
FY End Dec 31
Income Statement ($ MM) (except per share data)

2003 1Q04 2Q04 3Q04 4Q04 2004 1Q05E 2Q05E 3Q05E 4Q05E 2005E 2006E

Revenues
Subscriber 68.1         22.1        25.1        27.0        29.1        103.2      31.3        34.4        37.9        41.7        145.3      192.1      
Advertising 2.7           0.8          0.6          0.7          0.7          2.7           0.8          0.7          0.7          0.7          2.9           4.0           
Licensing & Other 0.8           0.1          0.1          0.1          0.1          0.4           0.1          0.1          0.1          0.1          0.4           0.4           

Total Revenue $71.6 $22.9 $25.8 $27.8 $29.8 106.3      $32.2 $35.2 $38.7 $42.5 $148.5 $196.5
Total Revenue YoY Change 49% 51% 52% 47% 46% 48% 40% 36% 39% 42% 40% 32%
Total Revenue QoQ Change 12% 13% 8% 7% 8% 9% 10% 10%  

COGS 13.3         3.6          4.1          4.4          4.4          16.5         5.1          5.6          6.2          6.8          23.8         31.4         
Gross Profit 58.3         19.3        21.8        23.4        25.4        89.8         27.0        29.6        32.5        35.7        124.8      165.1      

Gross Margin 81% 84% 84% 84% 85% 84% 84% 84% 84% 84% 84% 84%

Operating Expenses
R&D 4.2           1.1          1.3          1.4          1.5          5.2           1.6          1.8          2.3          2.5          8.2           10.8         
SG&A 26.9         8.3          9.5          10.1        10.7        38.5         11.9        13.0        14.3        15.7        55.0         70.8         

% of Sales Research and Development 6% 5% 5% 5% 5% 5% 5% 5% 6% 6% 6% 5%
% of Sales Selling, General and Admin.37% 36% 37% 36% 36% 36% 37% 37% 37% 37% 37% 36%

Total Operating Expense 31.0         9.3          10.8        11.5        12.2        43.8         13.5        14.8        16.6        18.3        63.2         81.6         

Operating Income 27.3         10.0        11.0        11.9        13.1        46.0         13.5        14.8        15.9        17.4        61.6         83.5         
Operating Margin 38% 44% 43% 43% 44% 43% 42% 42% 41% 41% 41% 43%

-           
Net Interest Income (expense) 0.4           0.2          0.4          0.5          0.1          1.2           0.2          0.2          0.2          0.2          0.8           0.8           

Earnings Before Taxes 27.7         10.2        11.4        12.4        13.2        47.2         13.7        15.0        16.1        17.6        62.4         84.3         

Taxes 1.4           3.8          3.9          4.3          3.7          15.6         3.8          4.2          4.5          4.8          17.3         22.8         
Tax Rate 5% 37% 34% 35% 28% 33% 28% 28% 28% 27% 28% 27%

Net Income 26.3 6.4          7.5          8.1          9.6          31.6         9.9          10.8        11.6        12.9        45.1         61.6         
Net Margin 37% 28% 29% 29% 32% 30% 31% 31% 30% 30% 30% 31%

EPS 1.04 0.25 0.29 0.32 0.37 1.24 0.38 0.42 0.45 0.50 1.75 2.37

Shares 25.27  25.56 25.58 25.57 25.81 25.43  25.81 25.81 25.81 25.81 25.81  26.00

Source: Company documents, Rodman & Renshaw Research estimates
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J2 Global  Balance Sheet 
$ in millions except for per share data

ASSETS 1Q03 2Q03 3Q03 4Q03 1Q04 2Q04 3Q04 4Q04
Cash and equivalents 38.7          46.5          46.3          46.9          47.0          50.9          42.3          39.9          
Short-term investments -            -            8.2            8.5            6.4            5.2            12.7          26.1          
Accounts Receivable 4.8            5.2            5.9            5.9            7.5            8.1            8.8            8.2            
Inventories -            -            
Other Current Assets 1.2            1.2            2.3            12.6          9.3            12.3          7.8            5.0            
   Total Current Assets 44.7          53.0          62.7          73.9          70.2          76.5          71.7          79.3          

PP&E Net 6.2            6.2            6.6            6.6            6.3            6.9            8.7            12.4          
Goodwill & Other 17.4          17.4          18.0          17.9          15.6          19.1          20.0          20.2          
Other Assets 1.0            1.0            0.4            14.5          27.7          26.9          41.9          41.5          
   Total Assets 69.3          77.5          87.6          112.9       119.9       129.5       142.3       153.3       

LIABILITIES
Accounts Payable 2.3            2.3            3.6            4.0            4.0            5.0            5.4            5.5            
Current Portion of LTO 0.5            0.5            1.3            1.0            0.5            0.6            1.7            1.2            
Deferred Revenues 2.9            2.9            3.7            4.7            5.1            5.3            5.6            5.4            
Other Liabilities 0.3            0.3            0.4            
   Total Current Liabilities 6.1            6.1            8.5            9.7            9.6            10.9          12.7          12.5          

Long Term Debt 0.1            0.1            0.3            0.2            0.3            0.3            1.0            0.9            
Other L-Term Obligations -            -            -            
   Total Liabilities 6.2            6.2            8.9            10.0          10.0          11.2          13.7          13.4          

EQUITY
Shareholders' Equity 63.3          64.3          78.8          102.9       109.9       118.3       128.6       140.0       
Total Liabilities and Equity 69.4          70.4          87.6          112.9       119.9       129.5       142.3       153.3       

Source: Company Documents, Rodman & Renshaw Estimates
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RODMAN & RENSHAW RATING SYSTEM:  Rodman & Renshaw employs a three tier rating system for evaluating both the potential 
return and risk associated with owning common equity shares of rated firms. The expected return of any given equity is measured on 
a RELATIVE basis of other companies in the same sector, as defined by First Call. The price objective is calculated to estimate the 
potential movement in price a given equity could achieve given certain targets are met over a defined time horizon. Price objectives 
are subject to exogenous factors including industry events and market volatility.  The risk assessment evaluates the company specific 
risk and accounts for the following factors, maturity of market, maturity of technology, maturity of firm, cash utilization, and valuation 
considerations. Potential factors contributing to risk: relatively undefined market, new technologies, immature firm, high cash burn 
rates, intrinsic value weighted toward future earnings or events. 
 
RETURN ASSESSMENT 

• Market Outperform:  The common stock of the company is expected to outperform a passive index comprised of all the 
common stock of companies within the same sector, as defined by First Call. 

• Market Perform:  The common stock of the company is expected to mimic the performance of a passive index comprised of 
all the common stock of companies within the same sector, as defined by First Call. 

• Market Underperform:  The common stock of the company is expected to underperform a passive index comprised of all the 
common stock of companies within the same sector, as defined by First Call. 

 
RISK ASSESSMENT 

• Speculative – The common stock ris k level is significantly greater than market risk.  The stock price of these equities is 
exceptionally volatile. 

• Aggressive - The common stock risk level is materially higher than market level risk. The stock price is typically more volatile 
than the general market. 

• Moderate – The common stock is moderately risky, or equivalent to stock market risk.   The stock price volatility is typically 
in-line with movements in the general market. 

 
RATING HISTORY 

 
RATING SUMMARY 

 

 
 

Investment Banking Services include, but are not limited to, acting as a manager/co-manager in the underwriting or placement of 
securities, acting as financial advisor, and/or providing corporate finance or capital markets-related services to a company or one of 
its affiliates or subsidiaries within the past 12 months. 
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Date, Rating, Price Target
1. 11/01/02, Outperform, $19
2. 04/22/03, Outperform, $22.5
3. 07/11/03, Outperform, $36
4. 10/21/03, Outperform, $50
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1. 11/01/02, Outperform, $19
2. 04/22/03, Outperform, $22.5
3. 07/11/03, Outperform, $36
4. 10/21/03, Outperform, $50

 

Research Investment
Coverage Banking Services

Rating (Past 12 months) Provided

Outperform 71% 49%
Perform 29% 44%
Underperform 0% NA
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ADDITIONAL DISCLOSURES  

Rodman & Renshaw, LLC. (the “Firm”) is a member of NASD and SIPC and a registered U.S. Broker-Dealer. 

ANALYST CERTIFICATION: I, EDWARD CHING, hereby certify that the views expressed in this research report accurately reflect my 
personal views about the subject company (ies) and its (their) securities.  I, RANJIT UNNITHAN, hereby certify that the views 
expressed in this research report accurately reflect my personal views about the subject company (ies) and its (their) securities.   

None of the research analysts or the research analyst's household has a financial interest in the securities of j2 Global 
Communications, Inc. (including, without limitation, any option, right, warrant, future, long or short position).   

As of December 31, 2004, neither the Firm nor its affiliates beneficially own 1% or more of any class of common equity securities of j2 
Global Communications, Inc. 

Neither the research analyst nor the Firm has any material conflict of interest with j2 Global Communications, Inc., of which the 
research analyst knows or has reason to know at the time of publication of this research report. 

The research analyst principally responsible for preparation of the report does not receive compensation that is based upon (among 
other factors) any specific investment banking services transaction but may receive compensation based in part upon the Firm's 
overall investment banking revenues. 

The Firm or its affiliates did receive compensation from j2 Global Communications, Inc. for investment banking services within twelve 
months before, and intends to seek compensation from j2 Global Communications, Inc. for investment banking services within three 
months, following publication of the research report. 

Neither the research analyst nor any member of the research analyst's household nor the Firm serves as an officer, director or 
advisory board member of j2 Global Communications, Inc. 

The Firm makes a market in the j2 Global Communications, Inc.’s securities as of the date of this research report. 

Any opinions expressed herein are statements of our judgment as of the date of publication and are subject to change without notice. 

Reproduction without written permission is prohibited.  The closing prices of securities mentioned in this report are as of February 3, 
2005. Additional information is available to clients upon written request. For complete research report on j2 Global Communications, 
Inc., please call (212) 356-0500. 

Readers are advised that this analysis report is issued solely for informational purposes and is not to be construed as an offer to sell 
or the solicitation of an offer to buy.  The information contained herein is based on sources, which we believe to be reliable, but is not 
guaranteed by us as being accurate and does not purport to be a complete statement or summary of the available data.  Past 
performance is no guarantee of future results. 

 



 

 

 

 

DIRECTOR OF RESEARCH DIRECTOR OF INSTITUTIONAL SALES

Navdeep Jaikaria, Ph.D 212.356.0538 Anthony Marciano 212.356.0533

BIOTECHNOLOGY INSTITUTIONAL SALES
Arthur W. Herbert Jr. 212.356.0514

Elemer Piros, Ph.D. 212.356.0525 Robert Kristal, CFA 212.356.0516

Scott Van Dusen 212.356.0528
Swayampakula Ramakanth, Ph.D. 212.356.0521

Reni J. Benjamin, Ph.D. 212.356.0526

Hao Zhou 212.356.0504 TRADING
George Kowski 212.356.0512

David E. Wood, Ph.D. 212.356.0543 Jeffrey R. Kowski 212.356.0519
Cynthia Van Osch 212.356.0512

Yale Jen, Ph.D. 212.356.0524 Stephen R. Newman 212.356.0518

James Park 212.356.0522

Navdeep Jaikaria, Ph.D. 212.356.0538

Sean Wu, Ph.D. 212.356.0534 CORPORATE FINANCE
Michael Vasinkevich 212.356.0505
Edward Rubin 212.356.0511

TECHNOLOGY CORPORATE
John J. Borer, III 212.356.0502

Thomas Pinou 212.356.0509

212.356.0547 William A. Iommi 212.356.0549

Ranjit Unnithan 212.356.0531
ADMINISTRATION
Agnieszka Chrostowska 212.356.0539
Christine Viola 212.356.0530

Josephine Gannuscio 212.356.0500

330 Madison Avenue
New York, NY 10017
Ph:   212.356.0500
Fax: 212.356.0546

http://www.rodmanandrenshaw.com

Edward Ching


