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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements (unaudited)

St ockgroup I nformation Systens |nc.

CONSOLIDATED BALANCE SHEETS
(UNAUDI TED - Expressed in U S. Dollars)

[See Note 1 — Nature of Business and Basis of Presentation]

June 30, December 31,
2003 2002
ASSETS
CURRENT

Cash and cash equival ents $ 553,358 % 539, 970
Mar ket abl e securities 4,312 1,198

Accounts receivable [net of allowances for doubtful
accounts of $93,519; Decenber 31, 2002 $40, 866] 359, 589 169, 675
Prepai d expenses 84,178 102, 118
TOTAL CURRENT ASSETS $ 1,001,437 $ 812, 961
Property and equi pnent, net $ 466,452  $ 638, 665

LI ABI LI TI ES AND SHAREHOLDERS' EQUI TY ( DEFI ClI ENCY)

CURRENT
Account s payabl e $ 293,767 $ 313,272
Accrued payroll liabilities 56, 419 109, 930
Def erred revenue 312, 839 320, 900
Current portion of capital |ease obligation 79, 430 103, 205
Current portion of notes payable 223,994 95, 371
Current portion of convertible notes (note 2) - 81, 328
TOTAL CURRENT LI ABI LI TI ES $ 966, 449 $ 1,024,006
Capital |ease obligation - 31, 844
Not es Payabl e - 159, 787
Convertible notes (note 2) - 1, 486, 806
TOTAL LI ABILITIES $ 966, 449 $ 2,702,443

COVM TMENTS AND CONTI NGENCI ES (note 6)

SHAREHOLDERS' EQUI TY ( DEFI Cl ENCY) (note 3)
COMMON STOCK, No Par Val ue
Aut hori zed shares - 75, 000, 000
I ssued and out standi ng shares — 28,422,371
at June 30, 2003 [19,552,596— Decenber 31, 2002] $ 12,237,274 $ 9,203,235

ADDI TI ONAL PAI D-I N CAPI TAL 3,067, 471 2,987, 331
ACCUMULATED DEFI CI T (14, 803,305) (13, 441, 383)
TOTAL SHAREHOLDERS' EQUI TY (DEFI Cl ENCY) $ 501,440 $ (1,250, 817)

The Acconpanying Notes Are An Integral Part
OF These Unaudited Financial Statenents.
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St ockgroup I nformation Systens |nc.

CONSOLIDATED STATEMENTS OF OPERATIONS
TED - Expressed in U S. Dollars)

( UNAUDI

T

REVENUE
Revenues $
Cost of revenues

G oss profit $

EXPENSES
Sal es and marketing $
CGeneral and admi nistrative

LOSS FROM OPERATI ONS $

I nterest incone
I nterest expense ordinary
I nterest on conversion of
8% convertible notes (note 2)
I nterest on conversion of
3% converti bl e debentures
Loss on warrants liability
Gain on restructuring
of convertible notes
O her incone

NET | NCOVE ( LOSS) $

BASI C AND DI LUTED EARNI NGS
(LOSS) PER SHARE:
Net incone (Il oss) $

Wei ght ed average shares
out standi ng for the period

The Acconpanying Notes Are An Integra

hree Mont hs
Ended June
30, 2003

(227, 894)

(11,785)

(656, 707)

24,199, 767

Thr ee Mont hs Si x Mont hs
Ended June Ended June
30, 2002 30, 2003
$ 407,703 $ 1,290,241

169, 258 333, 686
$ 238,445 $ 956, 555
$ 137,451 % 324, 815
432, 188 1,111, 789
$ 569,639 $ 1,436,604

$ (331,194) $ (480, 049)

22 -

(4,095) (24, 647)

(33, 966) (860, 351)

(1,671) 3,125

$ (370,904) $ (1,361,922)

$ (0.03) $ (0.06)

13, 841, 482 22,371,013
Part

OF These Unaudited Fi nanci al Statenents.
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Si x Mont hs
Ended June
30, 2002

$ (527, 299)

168
(9, 881)

(52, 330)

(160, 209)
(55, 000)

1, 088, 586
2,279

12, 313,576



St ockgroup I nformation Systens |nc.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDI TED - Expressed in U S. Dollars)

Si x Mont hs Si x Mont hs
Ended June Ended June
30, 2003 30, 2002
OPERATING ACTIVITIES  emmemmmiies e
Net inconme (Il oss) $ (1,361,922) % 286, 314
Add (deduct) non-cash itens
Anortization 189, 853 76, 399
Gain on restructuring of convertible notes - (1, 088, 586)
Loss on warrants liability - 55, 000
Ef fective interest on convertible notes and debentures 860, 351 212, 539
Bad debt expense 52, 653 (42, 468)
Common stock and equi val ents issued for services - 167, 500
St ock based conpensati on - 38, 878
Unreal i zed foreign exchange (gain) |oss 23,762 -

$ (235, 303)

Net changes in non-cash working capital

Mar ket abl e securities (3,114)
Accounts receivabl e (242, 567)
Prepai d expenses 17, 940
Account s payabl e (19, 505)
Accrued payroll liabilities (53,511)
Accrued interest on notes payable (7,927)
Def erred revenue (8,061)
CASH PROVI DED BY (USED I N) OPERATI ONS $ (552, 048)
FI NANCI NG ACTI VI TI ES
| ssuance of common stock and warrants (net) 625, 281
Proceeds on exercise of warrants 83,775
Proceeds on exerci se of stock options 11, 970
Repayment of converti bl e debt (35, 332)
Repaynment of notes payable (47,000)
Repaynment of capital |ease obligation (55, 619)
Repayment of bank indebtedness -
CASH PROVI DED BY (USED I N) FI NANCI NG $ 583, 075
I NVESTI NG ACTI VI TI ES
Property and equi pment (net) (17, 639)
CASH PROVI DED BY (USED I N) | NVESTI NG $ (17, 639)
| NCREASE ( DECREASE) | N CASH AND CASH EQUI VALENTS 13, 388
Cash and cash equival ents, beginning of period 539, 970
CASH AND CASH EQUI VALENTS, END OF PERI OD $ 553, 358

The Acconpanying Notes Are An Integral Part

OF These Unaudited Fi nanci al Statenents.

<PAGE>

$ (294, 424)

8, 545
53, 367
(75, 747)
(82, 776)
(64, 166)

1,018
123, 761

(23,346)

(4,062)
(2,717)



St ockgroup I nformation Systens |nc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Six Months Ended June 30, 2003
( UNAUDI TED)

1. NATURE OF BUSI NESS AND BASI S OF PRESENTATI ON

St ockgroup Infornmation Systens Inc. (the “Conpany”) is a financial media and technol ogy
conpany that provides various financial software solutions, tools, content and services to
medi a, corporate, and financial services conpanies. The Conpany enploys proprietary
technol ogi es that enable its clients to provide financial data streans and news conbi ned
with fundanmental, technical, productivity, and disclosure tools to their customers,
shar ehol ders, and enployees in a cost effective manner. The Conpany al so provi des |nternet
comuni cations products for publicly traded conmpanies and an online research center for
the investnent comunity through its Stockhouse and Smal | capcenter financial web sites.

The Conpany was i ncorporated under the | aws of Col orado on Decenber 6, 1994.

The acconpanyi ng i nteri munaudited consolidated financial statenents have been prepared in
accordance with generally accepted accounting principles for interimfinancial information
and with the instructions to Form 10-QSB and Item 310(b) of Regulation S-B. Accordingly,
they do not include all of the information and footnotes required by generally accepted
accounting principles for conplete financial statements. In the opinion of managenent, al
adj ustnments (consisting of normal recurring accruals) considered necessary for a fair
presentati on have been included. Operating results for the six-nonth period ended June 30,
2003 are not necessarily indicative of the results that may be expected for the year ended
Decenber 31, 2003.

The bal ance sheet at Decenber 31, 2002 has been derived from the audited financia
statements at that date but does not include all of the information and footnotes required
by general ly accepted accounting principles for annual financial statenents.

These interim financial statenents should be read in conjunction with the consolidated
financial statenments and footnotes thereto included in the Conpany’s annual report on Form
10-KSB for the year ended Decenber 31, 2002.

Certain of the conparative figures have been reclassified to conformto the presentation
adopted in the current period.

These financial statenments have been prepared by managenent in accordance with accounting
principles generally accepted in the United States on a going concern basis, which
contenplates the realization of assets and the discharge of Iliabilities in the nornal
course of business for the foreseeable future.

The Conpany incurred an operating |oss of $480,049 for the six nonths ended June 30, 2003,

and had working capital of $34,990 as at June 30, 2003. These factors raise substantia

doubt about the Conpany’'s ability to continue as a going concern. Mnagenent has been
able, thus far, to finance the losses, as well as the growth of the business, through a
series of equity and debt private placenents. The Conpany is continuing to seek other
sources of financing in order to grow the business to the greatest possible extent. There
are no assurances that the Conmpany will be successful in achieving its goals.

In view of these conditions, the ability of the Conpany to continue as a going concern is
uncertain and dependent upon achieving a profitable | evel of operations and on the ability
of the Conpany to obtain necessary financing to fund ongoing operations. Managenent
believes that its current and future plans provide an opportunity to continue as a going
concern. These financial statenents do not give effect to any adjustnments which would be
necessary should the Conpany be unable to continue as a going concern and therefore be
required to realize its assets and discharge its liabilities in other than the nornmal
course of business and at amounts different from those reflected in the acconpanying
financi al statenents.
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2. CONVERTI BLE NOTES

June 30, 2003 Decenber 31, 2002
8% Convertible notes, maturing Decenber 31, 2005
Pri nci pal $ - $ 1, 704, 000
Unanorti zed debt discount - (135, 866)
Subt ot al $ - $ 1, 568, 134
Current portion - 81, 328
Long Term Portion - 1, 486, 806

On January 28, 2003, one of the noteholders converted its entire principal balance of
$392,984 into 1,228,075 conmmon shares at a negotiated conversion price of $0.32. The
di scount on the conversion price was deemed an inducement to convert, resulting in an
i nterest expense of $145,895 representing the excess of the fair value of the notes after
i nducement over the fair value before inducement. The unanortized debt discount on the
portion of the total principal was fully expensed on the conversion date, resulting in an
i nterest expense of $31,711

On May 12 and May 28, 2003, the remmining noteholder converted its entire principa
bal ance of $1,225,684 into 4,380,000 conmpn shares at a negotiated conversion price of
$0. 28. The di scount on the conversion price was deenmed an inducenent to convert, resulting
in an interest expense of $578,590 representing the excess of the fair value of the notes
after inducement over the fair value before inducenment. The unanortized debt discount on
the portion of the total principal was fully expensed on the conversion date, resulting in
an interest expense of $69, 437.

3. SHARE CAPI TAL
The Conpany is authorized to issue up to 75,000,000 shares of common stock and 5, 000, 000

shares of preferred stock

At June 30, 2003, in addition to the 28,422,371 common shares outstanding, there were al so
2,504, 200 stock options and 6,634,013 warrants out st andi ng.

| ssues of common shares and comon share equivalents for the six-nonth period ended June
30, 2003 are sunmarized as foll ows:

On January 28, 2003, we issued 1,228,075 comon shares pursuant to a conversion of
$392, 984 of principal of convertible notes at $0.32.

On February 3, 2003 we issued 100,000 common shares pursuant to a conversion of $50,000 of
princi pal of convertible notes at $0.50.

During QL 2003, 335,100 common shares were issued pursuant to exercises of warrants at
$0.25 for gross proceeds of $83, 775.

On March 28, 2003, 4,800 common shares were issued to an enpl oyee pursuant to an exercise
of options at $0.15, for gross proceeds of $720.

On April 24, 2003, we issued 75,000 conmon shares to an enployee pursuant to an exercise
of options at $0.15, for gross proceeds of $11, 250.
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On May 12 and May 28, 2003, we issued a total of 4,380,000 conmon shares pursuant to a
conversion of $1,225,684 of principal of convertible notes at $0.28.

On June 4, 2003 we issued 2,746,800 units at C3$0.37 (approximately $0.27), for gross
proceeds of C$1,016,316 (approximtely $748,723) under a Short Form Offering. Each unit
consists of one commobn share and one non-transferable share purchase warrant. Each two
warrants are exercisable at C$0.75 (approximately $0.55) until June 4, 2004. W al so
i ssued Agent Options to acquire 274,680 units, exercisable at C$0.37 until June 4, 2005.

St ock Options
The Conpany's 1999, 2000, 2001, and 2002 Stock Option Plans (collectively the "Plans")

authorize a total of 5,000,000 comopn shares for issuance. Activity under the Plans is
set forth bel ow

Wei ght ed

Shar es Aver age
avail abl e Nunber of Price per Exerci se

for grant shares share Price

Bal ance at Decenber 31, 2002 898, 278 2,602, 700 $ 0.12 - 0.59 $0. 20
Opti ons exerci sed - (79, 800) 0.15 0.15
Options forfeited - (18, 700) 0.15 - 0.31 0.21
Bal ance at June 30, 2003 898, 278 2,504, 200 $0.12 - 0.59 $0. 20

Warrants

As at June 30, 2003, conmon stock issuable pursuant to warrants outstanding is as foll ows:

Warrant s Warrant s

Qut standing Warrants Warrants Warrants Qut st andi ng Exerci se Expiry

At January | ssued Exercised Cancelled at June Price Dat e

1, 2003 30, 2003
# # # # # $

Series 1 281, 818 - - - 281, 818 3.00 March 31, 2005
Series 3A 500, 000 - - - 500, 000 0.25 July 31, 2005
Series 3B 300, 000 - - - 300, 000 0.50 July 31, 2005
Series 4 2,000, 000 - 335,100 - 1, 664, 900(1) 0.30 Sept 30, 2003
Series 5 250, 000 - - - 250, 000 0.30 Sept 15, 2003
Series 6 1,701, 875 - - - 1,701, 875 0.22 Dec 31, 2003
Series 7 150, 000 - - - 150, 000 0.16 Dec 31, 2003
Series 8 - 1,373,400 - - 1, 373, 400 0.55 June 4, 2004
Series 9 - 274, 680 - - 274, 680 0.27 June 4, 2005
Series 10 - 137, 340 - - 137, 340 0.55 June 4, 2004

5,183,693 1, 785,420 335,100 - 6, 634, 013

(1) On March 30, 2003 the expiry date on the Series 4 warrants was extended from March 30,
2003 to Septenmber 30, 2003, and the exercise price was changed from $0.25 to $0. 30.
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4. ACCOUNTI NG FOR STOCK- BASED COMPENSATI ON

The Conpany neasures conpensation expense for all of its Stock Option Plans using the
intrinsic value nethod prescribed by Accounting Principles Board Opinion No. 25,
“Accounting for Stock Issued to Enployees” (“APB 25") and related interpretations and
conplies with the disclosure provisions of Statenment of Accounting Standards No. 123
“Accounting for Stock-Based Conpensation” (“SFAS 123"), as anmended by Statenment of
Accounting Standards No. 148, “Accounting for Stock-Based Conpensation — Transition and
Di scl osure — an anendnent of FASB Statenment No. 123" (“SFAS 148").

The following table provides pro forma disclosures of the effect on net inconme and
earnings per share as if the fair value-based nmethod had been applied in neasuring
conpensati on expense:

For the three nonths ended For the six nmonths ended
June 30, 2003 June 30, 2002 June 30, 2003 June 30, 2002

Net income (loss) -

as reported $ (893,737) $ (370,904) $ (1,361,922) $ 286, 314
Add: St ock- based

enpl oyee conpensation

expense incl uded

in reported net

i ncome - 11, 310 - 38, 878
Deduct: Stock-based

enpl oyee conpensation

expense deterni ned

under the fair val ue-

based met hod

for all awards (5, 025) (97, 087) (13, 399) (245, 603)
Net inconme — pro forma $ (898,762) $ (456,681) $ (1,375,321) $ 79, 589
Net income per share

As reported $ (0.04) $ (0.03) $ (0.06) $ 0.02

Pro form (0.04) (0.03) (0.06) 0.01

For purposes of the pro fornma disclosures, the estimated fair value of the stock options
is anortized over the stock options’ vesting period.

The pro forma effects of applying SFAS 123 for the periods presented are not likely to be
representative of the pro fornma effects of future periods as the nunmber of stock options
and the vesting schedules thereof vary widely from quarter to quarter. No options were
granted during the six nonths ended June 30, 2003.

The wei ght ed average assunptions used and the resulting estimtes of weighted average fair
val ue of stock options granted are as foll ows:
For the three and six nonths ended

June 30, 2003 June 30, 2002
Di vidend yield 0% 0%
Wei ght ed average expected life (years) 4. 06 4.50
Ri sk-free interest rate 4.30% 3.83%
Expected volatility 121% 214%
5. SEGMVENTED | NFORMATI ON
10
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SFAS No. 131, Disclosure about Segnents of an Enterprise and Rel ated |Information, requires
a public business enterprise to report financial and descriptive information about its
reportabl e operating segnents. The Company has concl uded that its business activities fal
into one identifiable business segnent with the foll owi ng sources of revenue:

For the three nonths ended For the six nmonths ended
June 30, 2003 June 30, 2002 June 30, 2003 June 30, 2002
Publ i ¢ Conpany
Di scl osure and
Awar eness Products $ 380, 380 $ 242,190 $ 765, 960 $ 527, 366
Fi nanci al Software and
Cont ent Systens 308, 149 165, 513 524, 281 322,578
$ 688, 529 $ 407, 703 $ 1, 290, 241 $ 849, 944

During the first six nonths of 2003 and 2002 the Conpany had no custoners from whom
revenue received by the Conpany represented greater than 10% of total revenue.

6. COWM TMENTS AND CONTI NGENCI ES

The Conpany is currently involved in litigation with a custoner to collect amounts ow ng
pursuant to a contract entered into in Septenber 2000. The defendant provided a $100, 000
deposit and contracted the Conmpany to provide certain advertising services. The Conpany
delivered the requested services throughout October and Novenber 2000; however, the
def endant defaulted on all additional paynents. The Conpany is suing the defendant for the
$351, 800 bal ance owing, plus interest and costs. The defendant has filed a statenent of
def ense and counterclaim to recover the $100,000 deposit. No court date has been set at
this time. Although managenent currently believes the outcome of the litigation will be in
t he Conpany’s favour, they have not elected to aggressively pursue the litigation at this
time. The Conpany has made no provision for the counterclaimin the financial statenents
and any settlement or final award will be reflected in the statenent of operations as the
litigation is resolved.

In addition, the conpany is subject to various other legal nmatters in the ordinary course
of business. It is not possible at this tine to predict with any certainty the outcone of
such litigation. Mnagenent believes that the ultinate resolution of these matters woul d
not have a material effect on the Conpany’s financial position or results of operations.

7. RECENT ACCOUNTI NG PRONOUNCEMENTS

In Novermber 2002, the FASB issued FASB Interpretation No. 45 "Guarantor's Accounting and
Di scl osure Requirenents for Guarantees, Including Indirect CGuarantees of |ndebtedness of

O hers" ("FIN 45"). FIN 45 requires that a liability be recorded in the guarantor's
bal ance sheet upon issuance of a guarantee. In addition, FIN 45 requires disclosures
about the guarantees, including indemifications, that an entity has issued. The

di scl osure provisions of FIN 45 are effective for financial statements of interim

peri ods ending after Decenber 15, 2002; however, the provisions for initial recognition
and neasurenent are effective on a prospective basis for guarantees that are issued or
nodi fied after Decenber 31, 2002. The initial adoption of FIN 45 did not have a nateria

i mpact on the Conpany's financial position, results of operations or cash flows.

8. SUBSEQUENT EVENTS

a) On July 4, 2003 Stockgroup notified Stockhouse Media Corporation that, in accordance
with the terns of the Joint Venture Devel opnment and Operating Agreement dated June 19,
2002, we would be purchasing their remaining 35% interest in the assets contenplated
in the agreenent for 920,000 common shares of Stockgroup. As of August 13, 2003 the
transaction had not yet taken place.

b) On July 16, 2003 Stockgroup closed the second and final part of it’'s Short Form
O fering, issuing 996,000 units at C$0.37 (approximtely $0.27) for gross proceeds of

11
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C$368, 520 (approxi mately $265,868). Net proceeds after issue costs were approximtely
$222, 058.

Item 2. Management's Discussion and Analysis of Financial Condition and Results Of Operations
RESULTS OF OPERATI ONS — THREE AND SI X MONTHS ENDED JUNE 30, 2003 AND JUNE 30, 2002

The results of the first six nmonths of 2003 are a product of our continued focus on
i mprovi ng the bal ance sheet and obtaining high quality sales custoners and partners for
our Financial Software and Content Systens. W continued to acquire additional twelve and
twenty-four nmonth customers for our Financial Software and Content Systens, which will
continue to grow our recurring revenue stream

Overall sales are up from @@ 2002 on both a three-nonth and six-nonth basis. W continue
to adapt to the changes in the markets.

Revenue and Gross Profits

Revenue Sunmmary ($000s)

2003 2002 Change ($) Change (%
For the 6 months ended June 30
Tot al revenues $ 1,290 $ 850 % 440 +52%
Br eakdown of nmjor categories:
Publ i ¢ Conmpany Di scl osure... 766 527 239 +45%
Fi nanci al Software and Content ... 524 323 201 +62%
For the 3 nmonths ended June 30
Tot al revenues $ 689 $ 408 $ 281 +69%
Breakdown of nmjor categories:
Publ i ¢ Conmpany Di scl osure... 381 242 139 +57%
Fi nanci al Software and Content ... 308 166 142 +86%

Qur Public Conpany Disclosure and Awareness Products revenue stream contains the revenue
generated by the Stockhouse websites, which account for a large portion of the increase in
2003 over 2002. W acquired the Stockhouse web property late June 2002.

Fi nanci al Software and Content Systens revenue has grown at a steady rate due to its |ong

term contractual nature. As new clients are added, the effect on revenue is felt
increnentally over time rather than inmediately. This gives us a good base of revenue
which will recur for the life of the contract. In @@ 2003 we also earned a large
devel opnent fee from National Bank Financial, for developing the portion of their public
Website which will contain the Stockgroup financial tools.

Cost of Revenues and Gross Profit Summary ($000s)

2003 2002 Change ($) Change (%
For the 6 nont hs ended June 30
Total cost of revenues $ 334 $ 334 $ 0 0%
Gross profit 957 516 441 +85%
Gross margin % 74% 61% +13%
For the 3 nonths ended June 30
Total cost of revenues $ 176 $ 169 $ 7 +4%
Gross profit 512 238 274 +115%
Gross margin % 74% 58% +16%

Qur cost of revenues consists of bandwi dth, data feeds, advertising purchased for resale,
and direct production |abor. Cost of revenues has renained relatively flat when conparing
year over year nunbers, partly a reflection of the fixed nature of our direct costs. Wth
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the acquisition of Stockhouse, a high traffic Wbsite, our bandwi dth and data costs have
ri sen, but our decreased enphasis on highly |abor-intensive revenue has caused our direct
| abor costs to decrease.

Because our cost of revenues have remained relatively flat while sale have increased, our
gross profit has increased, both in dollar value and percentage of sales.

W are continuing to provide innovative products in our Public Conpany Disclosure and
Awar eness Products line, and the IntegratelR sales remain strong, delivering high value to

cust oners. Hi storically, many of our Public Conmpany Disclosure and Awareness Products
custoners have come fromthe technol ogy sector, and the slowdown in this sector has caused
considerable attrition. As well, part of the product line has been affected adversely as

public conpani es reduced or elininated spending on their awareness products. However, we
continue to sign new agreenents for our disclosure products with major corporations. W
have been diversifying our target nmarket for sone tinme in order to be |ess dependent on
any one sector.

Fi nanci al Software and Content Systens continues to be a strong contributor to our overal
revenue and gross profits. Qur process has matured over the past year, and we are able to
efficiently deliver high quality services to custoners for a fraction of the cost to
customers of having it done internally. W have established relationships with major sales
channel s, nedia networks, and financial conpanies, and have already seen significant
results. Fi nanci al Software and Content Systens revenue was up this three nonth period
86% over the sane period a year ago, and up 43% quarter over quarter from the first
quarter 2003. All of this revenue is contractual, typically in 24-nonth terns, so we have
a solid base of revenue in this area to grow from

Operati ng Expenses

Operating Expenses Sunmmary ($000s)

2003 2002 Change ($) Change (%
For the 6 nmonths ended June 30
Tot al operating expenses $ 1,437 $ 1,044 3 393 +38%
Br eakdown:
Sal es and marketing 325 230 95 +41%
Ceneral and adm nistrative 1,112 814 298 +37%
For the 3 nonths ended June 30
Tot al operating expenses $ 740 % 570 % 170 +30%
Br eakdown:
Sal es and marketing 166 138 28 +20%
Ceneral and adm nistrative 574 432 142 +33%

Sal es and marketing expenses increased when conparing with 2002 due to an increase in our
nunber of sales staff. The conpensation expense arising fromthis increase in sales staff
accounts for the increase in sales and marketi ng expense year over year

Ceneral and administrative expenses also increased in @ 2003 conpared to the sane period
2002. This increase is due to several factors. The npbst notable increase has been a
general increase in payroll expense, which is our |argest expense category. W have al so
had increases in anortization as the Stockhouse website asset is being anortized over
three years on a straight line basis, and the related server equi pnent |eased concurrently
with the Stockhouse acquisition is being anortized over two years straight I|ine. O her
i ncreases have been in filing, regulatory, and investor relations expenses due to our
inter-listing on the TSX Venture Exchange in Canada, and bad debts expense caused by our
nore conservative risk assessment policies on our accounts receivable. Forei gn exchange

| oss has increased as well, as the Canadi an dol |l ar has gai ned value relative to the United
States dollar, and the mmjority of our expenses, including payroll, are in Canadian
dol | ars.
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O her Income (Expense) and Income Taxes

Interest and Ot her Expenses Sunmary ($000s)

2003 2002
For the 6 nonths ended June 30
Total interest and ot her expenses $ (882) $ 814
Br eakdown:
Cash interest expense (25) (10)

Non-cash interest expense on

conversion of 8% convertible

not es (860) (52)
Non-cash interest expense on

conversion of 3% convertible

debent ur es - (160)
Loss on warrants liability - (55)
Gain on restructuring of

convertibl e notes - 1, 089
Ot her income 3 2

For the 3 mobnths ended June 30

Total interest and ot her expenses $ (666) $ (40)
Br eakdown:
Cash interest expense (12) (4)

Non-cash interest expense on

conversi on of 8% convertible

not es (657) (34)
Ot her income 3 (2)

Cash interest, either already paid or payable after the quarter end, consists of interest
on notes payable and capital |eases. The remaining $0.860 nillion of interest for the
first six nonths of 2003 is non-cash interest arising out of the conversion of the 8%
convertible notes and the anortization of the debt discount on the 8% convertible notes.

I ncone taxes were nil in both the first six nonths 2003 and the sanme six nonths 2002. Due
to our net |oss position, we did not accrue tax in the first six nonths of 2003. As at the
nost recent year end, we had tax loss carry forwards of $5.324 mllion in Canada which
expire in 2006, 2007, and 2008, and tax loss carry forwards of $3.144 mllion in the U S
whi ch expire in 2019, 2020, 2021, and 2022.

The net loss for the first six nmonths of 2003 was $1.362 mllion conpared to a gain of
$0.286 million in the first six nonths 2002, a decrease of $1.648 million. The decrease
is due largely to the non-cash interest expense as described above, in 2003 conmbined with
the [ arge non-cash gain on restructuring of our convertible notes in 2002. The renoval of
the convertible notes from our bal ance sheet, which was conpleted in January and May 2003,
shoul d reduce the net income volatility in the future.

CRI TI CAL ACCOUNTI NG POLI CI ES

Managenment's Discussion and Analysis of Financial Condition and Results of Operations
di scusses our consolidated financial statenents, which have been prepared in accordance
wi th accounting policies generally accepted in the United States. The preparation of these
consolidated financial statenments requires us to nmake estimates and assunptions that
affect the assets and liabilities at the date of the financial statenents and the reported
anmounts of revenues and expenses during the reporting period. W believe the follow ng
critical accounting policies affect significant judgnents, estimates and assunptions used
in the preparation of the consolidated financial statenents.
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Revenue

Fi nanci al Software and Content Systens and Public Conpany Disclosure and Awareness
Products revenues are recogni zed as services are rendered based on contractual terns such
as usage, fixed fee, or other pricing nodels. Financial Software and Content Systens are
sold in nonthly service agreements, typically twelve or twenty-four nonths in |ength

Publi ¢ Conpany Disclosure and Awareness Products are sold in either one-off or twelve-

nont h contract arrangenents. Revenue is recognized only if a contractual arrangenment is
in place, no significant obligations remain, and collection of the resulting receivable is
probable. Start-up fee revenues, charges for inplenmentation and initial integration

support of our products, are recognized over the initial term of the contract pursuant to
the SEC Staff Accounting Bulletin 101, Revenue Recognition in Financial Statenents.
Amount s received in advance are deferred and recogni zed over the service period.

Property and Equi pnent

We evaluate, on a periodic basis, our property and equipnent, to determ ne whether any
events or changes in circunstances indicate that the carrying amunt of the asset nmay not
be recoverable. W base our evaluation on certain inpairnment indicators, such as the
nature of the assets, the future econom c benefit of the assets, any historical or future
profitability measurenents, as well as other external market conditions or factors that
may be present. If these inpairnment indicators are present or other factors exist that
indicate that the carrying anmount of the asset may not be recoverable, we then use an
estimate of the undiscounted value of expected future operating cash flows to detern ne
whether the asset is recoverable and neasure the anmpunt of any inpairnent as the
di fference between the carrying amunt of the asset and its estimated fair value. The fair
value is estimated using valuation techniques such as market prices for sinmlar assets or
di scounted future operating cash fl ows.

Anortization of property and equiprment is on a straight-line basis over the asset’s
estimted useful life.

Conti ngenci es

From time to time, we are subject to proceedings, lawsuits and other clainms related to
| abor and other matters. We are required to assess the |ikelihood of any adverse judgnents
or outcones to these contingencies as well as potential ranges of probable |osses and
establish reserves accordingly. W use professional judgenent, |egal advice, and estimtes
in the assessnent of outcomes of contingencies. The amounts of reserve required, if any,
may change in future periods due to new devel opnments in each matter or changes in approach
to a matter such as a change in settlenment strategy.

LI QUIDI TY AND CAPI TAL RESOURCES

We ended the second quarter of 2003 with cash and cash equivalents of $553,358, an
increase of $375,282 from March 31, 2003. This conmpares with a net cash decrease of
$74,935 in B 2002, a net cash increase of $468,598 in Q4 2002 and a net cash decrease of
$361,894 in QL 2003. Although we expect to generate positive cash flow from operations, we
are pursuing financing to inprove our working capital position and to grow the business to
t he greatest possible extent.

Qur cash used in operations for the first six nonths of 2003 was $552,048. W repaid
$35, 332 of our convertible notes, and $47,000 in notes payable. Another use of cash was
repaynment of capital |eases, totaling $55,619. Sources of cash included $95,745 for
proceeds from exerci se of warrants and stock options, and $625,281 fromissuance of shares
and warrants under a Short Form Off ering.

You should be cautioned that there can be no assurance that revenue, margins, and
profitability will increase. W have $223,994 of notes payable and $79,430 of capita
| ease obligations due within the next 12 nmonths. As certain of these notes and capita
| eases, as well as certain other current liabilities are denoninated in Canadi an dollars,
fluctuations in exchange rates with the United States can have an effect on the USD
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equivalent liabilities. There can be no assurance that we will be successful in raising a
sufficient anmount of additional capital or in internally generating a sufficient anount of
capital to neet |long-termrequirenents.

CORPORATE DEVELOPMENTS DURI NG THE PERI OD

A synopsis of corporate highlights for 2003 is as foll ows:

1. On January 22, 2003, we reached an agreenment with AP Digital, a division of The
Associated Press that distributes news and information to interactive applications, to
mar ket and resell our market information and financial content managenent and software
systemto AP's worl dwi de network of nenbers and custoners.

2. On January 26, 2003, we announced a licensing agreement with G obal Securities
Information Inc. (GSI) to provide GSI's clients with financial information powered by the
software tools and content in our proprietary Financial Content Managenent System @ obal
Securities Information Inc. is an award-winning specialty provider of public-record
busi ness transaction information to Ilaw and accounting firns, investnment banks,
corporations, and the business press.

3. On January 31, 2003, we announced that Anro International had converted its
remai ni ng bal ance of $0.4 nmillion of its convertible debenture. The debt was converted
into stock at $0.32/share as part of a negotiation between Anro and Stockgroup to
elimnate Antro’'s debt. Qur outstanding |ong-term debt has been reduced from $1.7 mllion

to $1.2 mllion.

4, On February 5, 2003, we announced an agreement with UnionBanCal Corporation's
primary subsidiary, Union Bank of California, N A Union Bank will license our cutting-
edge XM. suite of financial content and software applications. W wll custonize a

scrolling ticker and provide secure XM.-based quotes, charts and other banking-specific
financial content for Union Bank's custoners and internal applications.

5. On February 18, 2003, we announced that our popular StockHouse financial Wb
portals, StockHouse.com and StockHouse.ca, had recorded over 6 nmillion postings within
their Bull Boards(TM nessage foruns.

6. On March 18, 2003, we |aunched a financial resource portal for one of Canada’s
| eading securities dealers, National Bank Financial. National Bank Financial's newy
| aunched custoni zed financial solution will provide online market data products for their
clients. The conplete suite of market data tools will benefit their clients by providing

them with market data research tools such as, Stock Screeners, Mtual Fund Screeners,
Techni cal stock analysis, Market |Indices, Stock Charts, Stock Watch Lists, Portfolio
Managers, Market Movers, Scrolling Tickers and much nore.

7. On April 15, 2003, Stockgroup and one of its resellers, AP digital, a division of
the Associated Press, signed a licensing agreement with Netster.com As a result of the
agreement Netster.com one of the fastest growing search engines on the Wb, will use AP

Fi nancial Tools, a suite of news, market data and financial applications powered by
St ockgroup's Fi nancial Content Software System and provided by AP Digital. Netster.comis
now able to offer its audience these turnkey solutions that present and manage quotes,
charts, user portfolios, technical analysis, watch |ists and nore, through its portal site
WWw. net st er.com

8. On April 30, 2003, we announced that we wll provide Richard Ivey School of
Busi ness, financial narket content, data, and applications for the use of faculty,
students and alummi as a gift to the school. |Ivey's students, faculty and alumi wll be

able to access a suite of news, market data, financial applications and turnkey sol utions
that present and namnage quotes, charts, user portfolios, technical analysis, watch lists
and nmuch nore, powered by Stockgroup's Financial Content Software System for at |east the
next five years.
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9. On May 9, 2003, we announced with the Associates Press that they had signed Road
Runner high speed internet, owned by Tine Warner cable, to a |licensing agreenent to use AP
Fi nanci al Tools, which are powered by Stockgroup’s Financial Software and Content Systens.

10. On May 23, 2003, we announced that Deephaven converted the entire renmaining bal ance
of its convertible notes into conmon shares. The principal bal ance of $1.2MM was
converted at a negotiated conversion price of $0.28 into 4.4MM common shares. This
conversion removes all the convertible debt from our bal ance sheet. The conversion was
done t hrough an investor group led by U S. dobal Funds (NASDAQ GROW, an institutiona
fund which acquired 2.4 mllion shares of Stockgroup in the transaction

11. On June 4, 2003 and July 16, 2003, we conpleted our Short Form Offering equity

pl acenent in two parts. The |lead underwiter was First Associates Investnents Inc. The
of fering yielded C$1.4M in gross proceeds and aggregate net proceeds to us of

approxi mately $0.9M USD, and was conposed of 3.7Munits at C$0.37, each unit consisting of
one comon share and one warrant. Each two warrants nay be used to purchase one common
share for C$0.75 until 12 nonths after the respective conpletion date. W also issued as
an underwiting fee agent’s options to purchase 0.4M of the sane units at C$0.37 for 24
mont hs from the conpletion date, and we paid 8% underwiting conm ssions plus we

rei mbursed certain expenses of the underwriter.

DESCRI PTI ON OF BUSI NESS MODEL

GENERAL

We are a financial media and technol ogy company. Qur revenue streans can be categorized
into two areas:

- Financial Software and Content Systens,
- Public Conpany Disclosure and Awareness Products

The clients for Financial Software and Content Systens are prinmarily enterprise conpanies
from many different markets, such as nedia, banks and credit unions, stock brokerages,

i nsurance, and others. Publ i ¢ Conpany Disclosure and Awareness Products are primrily
i nvestor awareness and disclosure products for public conmpanies, and advertising on
St ockhouse. These products are purchased by conpanies in all industries as a neans of

generating public interest in their conpany or products.
A nore detail ed di scussion of our products follows in the Products and Services section.

CORPORATE BACKGROUND

St ockgroup was incorporated under the |laws of Colorado on Decenber 6, 1994 under the nane
| - Tech Hol dings Goup, Inc. ("I-Tech"), a United States non-operating conpany registered
on the NASD OTC Bulletin Board. The financial statenents and supporting information in
this report are issued under the nanme of Stockgroup but are a continuation of the
financial statements and report of operations of Stock Research Group, Inc. ("SRG'), a
British Colunbia corporation which was incorporated on May 4, 1995. On March 11, 1999
pursuant to a reverse acquisition, SRG acquired the net assets of |-Tech. For accounting
pur poses, SRG becane a subsidiary of |-Tech

Qur name was changed from |-Tech to Stockgroup.com Holdings Inc. on May 6, 1999 and to
St ockgroup Information Systens Inc. on Septenmber 20, 2001

W are a United States publicly traded conpany registered on the NASD OTC Bulletin Board
under the synbol SWEB. From our head office in Vancouver, we operate branch offices in
San Franci sco and Toronto.
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As SRG, we operated from 1995 to 1997 as a profitable financial Internet technology and
media conmpany that offered proprietary financial news and tools to investors and
conpani es. W used our experience and the funds froma public offering in spring 1999 to
provide the foundation for the devel opnent and initial marketing of our products. In
Cct ober 1999 we | aunched Small capcenter.com At that time it was widely believed that a
subscription/advertising nmodel centering around Small capcenter was viable. Wile parts of
this business nodel did not prove to be profitable, the building of Smallcapcenter and its
related investnent software and content aggregation & nmanagenent systens gave us a strong

foundation of skills and a suite of products to sell comrercially. Smal | capcenter is
still a high-traffic and well-maintained portal for the investnent comunity, and its
drawi ng power is a key driver to many of our investor awareness products. It also serves

as an excellent developnment and testing ground for new financial software applications
bei ng devel oped by us on a continuing basis.

From late 1999 to early 2001 we were hired to create several large enterprise web sites

for different clients on a contract basis. These were large contracts, and added a
signi ficant anount of revenue to the Conpany, but they also added instability in our cost
structure. In early 2001 it was decided that this E-Business Solutions division would be

de-enphasized in favour of other areas with nore profit potential, namely Financia
Software and Content Systens and Public Conpany Disclosure and Awareness Products (as
described in the PRODUCTS AND SERVI CES section bel ow).

From 2000 to 2001, we expanded our awareness and di sclosure product line to include Sector
Suppl enents, and automated investor relations software applications such as the
Integratel R  We already had a | arge public company custoner base, so the transition into
this area was a natural extension of our core conpetencies.

We entered the Financial Software and Content Systens market |late in 2000 by |icensing our
proprietary financial software applications and third party content to custoners that need
to offer financial information to their customers or inprove their content offering. W
had access to a wide array of custoners through our internal sales team as well as our
resel l er channels. Qur software content nodel is attractive to customers because it is a
conprehensive and cost effective alternative to in-house devel oprment.

Early in 2001, as the market for our products and services evolved, it becane apparent to
our managenment where the nost profitable and sustainable areas of the business were. They
were Financial Software and Content Systens and Public Conpany Disclosure and Awareness
Products (including IntegratelR and ot her awareness and disclosure products). Once these
were identified, a nore streamined and stable cost structure was introduced to inprove
profitability and cash fl ow.

On June 24, 2002, we acquired the Stockhouse website and rel ated assets. These assets
added a new dinension to our business, that being a high-traffic, highly recognized
financial comunity. W imediately went to work nmarketing products and services which
| everage the Stockhouse assets. Wiile Stockhouse began contributing to our sales revenue
in the third quarter of 2002, the benefits have not yet been fully realized, and we expect
solid gromh in this area of the business in comng quarters.

PRODUCTS AND SERVI CES

Qur understanding of internet based financial technology and nedia has enabled us to
| everage our products and services to enter new markets and secure new clients. Using a
common integrated technology platform we have developed two nain revenue sources:
Fi nanci al Software and Content Systens and Public Conpany Disclosure and Awareness
Products.

FI NANCI AL SOFTWARE AND CONTENT SYSTEMS

We have devel oped proprietary financial applications and tools we license to clients. The
clients for Financial Software and Content Systens are from many different markets, such
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as nmedia, banks and credit wunions, stock brokerages, |easing, insurance, and other
financi al services conpani es.

We provide Financial Software and Content Systenms on a private-|abeled basis, and they are
typically sold on long term (twel ve-nonth or nore) contracts, generating recurring revenue
streans. Many of the software applications are data-feed driven. We either feed data
from our own aggregated databases or from third parties. The advantage of using the
St ockgroup system is that the custoner is able to receive data and information from a
variety of different feeds all from one point of contact, at a fraction of the cost of
purchasing all feeds individually. W add value by custonizing, filtering, and sorting
data in the configuration the custoner wants, and then adding the different software
applications and hosting the entire solution. W are able to use our econom es of scale
and automation to give a product that is efficiently delivered and custom zed, and at a
substantial costs savings to having the custoner build and nmanage it internally.

Exanmpl es of some of the providers of third-party data feeds include Marketguide, Contex,
Mul t ex, and North Anmerican Quotations.

We distribute Financial Software and Content Systems through content and application
syndi cates, such as Yellowbrix, through channel resellers such as The Associ ated Press,
The Canadi an Press and through our own sales team These Financial Software and Content
Systens cover the entire North Anerican market including nutual funds, comvpdities, and
equities.

W bring in market feeds through satellite, File Transfer Protocol (FTP), Extensible
Mar kup Language (XM.), and other delivery formats. W have built and maintain our
proprietary mddl eware solution that aggregates the nultiple feeds, translates and builds
a conmon dat abase infrastructure. Qur systemthen cleans, filters, and maintains the data
in a conmon database structure. A sophisticated server cluster and security system backs
this content/data nmanagenment system The data is then streamed to our proprietary software
applications.

Here are just a few of the over 25 Financial Software and Content Systens products:

Real -time stock quotes on mmjor U S. exchanges

North American 20-m nute del ayed stock quotes and indices

Portfolio managenent, live portfolio updates and wirel ess portfolio updates

Most active stock updates

Stock watch lists

Conmpany fundanental s, SEC/ SEDAR filings

Daily stock market wi nners/losers, npbst actives

Conmpany profiles, stock screening (investnment data) and technical stock anal ysis
Enpl oyee stock option cal cul ations

The Financial Software and Content Systens is delivered to custonmers in four different
formats:

On an Application Service Provider (ASP) basis where the content and software is
hosted by us and private-labeled to the custoners Internet or Intranet site

Through our proprietary software objects residing on the custoner's servers which use
a proprietary Application Protocol Interface (APl) to retrieve data from our servers
Through secured Extensible Markup Language (XM.) channe

Through different wirel ess devices and nodes including: handhel d devi ces, Short
Message Service (SMS) paging, and Wrel ess Application Protocol (WAP) portals which
have been built and maintai ned by us.

PUBLI C COVPANY DI SCLOSURE AND AWARENESS PRODUCTS
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We have developed and own a large array of Public Conpany Disclosure and Awareness
Products. These products are used by clients to either a) manage their investor relations
and sharehol der comuni cations through their web site, b) generate investor interest in
their conpany, c¢) inprove their public disclosure conpliance, or d) advertise their
products and services.

Products and services offered by this revenue stream include the IntegratelR software
system |nvestor Marketplace, E-Mail Distribution of Press Rel eases, Sector Supplenents,
At The Bell/Smal | cap Express sponsorship, Banner and Button Advertising, Mnthly Investor
Mar ket i ng, Custom Web Site Devel opnent, and other online investor marketing products.

Public conpanies are increasingly outsourcing these activities because they lack the
internal skills and resources or because it is nore effective and cost efficient than in-
house devel opnent and nmintenance. W offer a ‘one-stop shopping’ package for corporate
clients and provide everything from news release tracking and postings to quarterly
streanming conference calls. Qur wunderstanding of this nmarket segnent and focus has
resulted in a highly specialized bundle of products including: private |abel quotes,
charts and dat abase tools for building relationships with shareholders and traffic reports
to track investor usage of Wb sites and inquiries.

We recently launched version 2.01 of the IntegratelR, an automated financial application
that is licensed to public companies. The IntegratelR updates the clients’ regulated
investor relations information automatically by private labeling this software application
into the clients’ corporate web site. The SEC has mandated fair disclosure policies that
make our IntegratelR especially attractive as it updates news rel eases, webcasts and SEC
filings direct from the wre services as they happen and automatically sends the
information to the client's shareholders and interested parties. The IntegratelR helps to
prevent mi stakes and increase tineliness conpared to having internal staff manually update
these activities.

Qur Integratel R systemrepresents a way to manage sharehol der communi cati ons and reach new
investors. The IntegratelR is an investor relations web page and enmi| nmnagenment system
that functions as a software application — giving the Investor Relations Oficer (1RO and
Chi ef Financial Oficer (CFO desktop control over the investor relations portion of their
web site. In addition to standard features, such as dynamic quotes and charts, the
Integratel R provides powerful new tools that autonmate the client's online disclosure
activities including publishing their press releases, publishing of regulatory filings and
distributing informati on requested by sharehol ders, all on a real-tine, autonated basis.

O her Public Conpany Discl osure and Awareness Products include the foll ow ng:

I nvestor Marketplace (I MP), a web page which is actively nmarketed through advertising to
draw readers, where conpanies can be featured online to prospective investors. Bei ng
featured on the | MP enables custoners to get their nane, profile, and internet link in
front of a large investor audi ence that they may not otherw se be able to attain.

Targeted e-mai|l marketing, which is used to dissenm nate news rel eases to an exclusive list
of opt-in investors and interested parties.

Sector Suppl enents, which are a spotlight feature on a certain industry sector, such as
Energy, Mning, Biotech, or Technol ogy, are an effective exposure tool for conpanies. 1In
a Sector Supplenent, investors are drawn to a web site which features up to twelve
conpani es and contains industry-specific news and information. I nvestors who visit this
web site can view each of the featured conmpanies' profiles, request information, or link
directly to the client's own web site.

Sponsorship of the At The Bell/Snallcap Express daily market recap mailings that goes to a
| arge audi ence of e-mmil readers who have signed up to receive it through Stockhouse and
Smal | capcenter. A client who sponsors At The Bell/Smallcap Express gets an advertising
banner at the top of each flight. This can be an effective way for the client to get
their nane in front of a |large nunber of investors.
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Adverti sing Sponsorship, both on Stockhouse and on Snmll capcenter, is a growing part of
our business since the acquisition of Stockhouse. Stockhouse is a high traffic financia
comruni ty. Research has shown that our traffic is conmposed of a high inconme denographic

of active investors. This denographic is very attractive to advertisers. The
Smal | capcent er denographic, which shares those characteristics, attracts a group whose
interest is high-growth stocks. The conbination of these two websites gives us a

tremendous nunber of sal es options.

The products devel oped by us over the past five years enable us to offer Public Conpany
Di scl osure and Awareness Products to a rapidly growi ng customer base while maintaining a
hi gh sales margin. The revenues derived fromthis source are typically contractual over a
specified term The Internet conmmnities devel oped and acquired by Stockgroup host the
critical mass to ensure a high level of exposure to our Public Conpany Disclosure and
Awar eness Products.

SHARE PRI CE AND VOLUME DATA

Qur comon stock has been quoted for trading on the OTC Bulletin Board since March 17,
1999, and on the TSX Venture Exchange since Decenber 17, 2002. Accordingly, there has been
a limted public market for our common stock

The followi ng table sets forth high and |low bid prices for our comon stock on the OTC
Bulletin Board for the quarterly periods ending June 30, 2002 through to June 30, 2003.
These prices represent quotations between deal ers without adjustnent for retail markup,
mar kdown or conmi ssion and may not represent actual transactions.

Quarter Ending: Hi gh Low Vol ume
June 30, 2002 $ 0.260 $ 0. 147 2,734, 400
Sept ember 30, 2002 $ 0.200 $ 0. 125 1, 785, 900
Decenber 31, 2002 $ 0.270 $ 0. 140 6, 072, 100
March 31, 2003 $ 0.380 % 0. 205 4, 858, 400
June 30, 2003 $ 0.380 % 0.219 7,464, 200

The followi ng table sets forth high and low bid prices for our comopn stock on the TSX
Vent ure Exchange for the period frominception on Decenber 17, 2002 to Decenber 31, 2002,
the two quarterly periods ended June 30, 2003. These prices represent quotations between
deal ers without adjustment for retail markup, markdown or comm ssion and nmay not represent
actual transactions.

Quarter Ending: Hi gh Low Vol une
December 31, 2002 (partial) C$ 0.45 C$ 0.38 181, 500
March 31, 2003 C$ 0.50 C$ 0.31 575, 300
June 30, 2003 Cs 0. 49 C$ 0. 34 703, 744
Hol der s

As of the date of this prospectus we had 125 registered sharehol ders owni ng 29, 418, 371
shares of our comopn stock

DI VI DENDS
The Conpany has not decl ared any divi dends since inception, and has no intention of paying

any cash dividends on its Conmmpbn Stock in the foreseeable future. The paynent by the
Conmpany of dividends, if any, in the future, rests with the discretion of its Board of
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Directors and will depend, ampong other things, upon the Conpany's earnings, its capita
requirenents and its financial condition, as well as other relevant factors.

Item 4. Disclosure Controls and Procedures

In February, 2003, we carried out an evaluation, under the supervision and with the
partici pati on of the conpany's managenent, including the conpany's Chief Executive Oficer
and Chief Financial Oficer, of the effectiveness of the design and operation of the
conpany's disclosure controls and procedures. Based upon that evaluation, the Chief
Executive O ficer and Chief Financial Oficer have concluded that the conpany's disclosure
controls and procedures are effective to ensure that information required to be disclosed
by the conmpany in the reports that the conpany files under the Exchange Act is accunul at ed
and conmuni cated to managenent, including the conpany's Chief Executive Oficer and Chief
Financial Oficer, as appropriate to allow tinely decisions regarding required disclosure.

However, since our evaluation, we have taken steps to further strengthen and formalize our
controls. W have put forth to the board of directors for adoption a formal Corporate
Governance Program consisting of a Code of Business Conduct and Ethics and Conpliance
Program An Insider Trading Policy, and the appointnent of a Nominating and Corporate
Governance Conmittee. W have also reconfirmed the appointnment of our Audit Conmittee and
Conpensation Committee.

There have been no significant changes in our internal controls or in other factors, which
could significantly affect internal controls subsequent to the date we carried out our
eval uati on.

Part II. OTHER INFORMATION

Item 1. Legal Proceedings

Pacific Capital Markets Inc.

W filed a statement of claimin the Suprene Court of British Colunbia on January 3, 2001

agai nst Pacific Capital Markets Inc., Janes King, Rick Jeffs, and Heidi Hirst. W are
suing Pacific Capital Markets Inc. for $351,800 due to it under a sales contract we signed
with them on Septenber 20, 2000. We are suing the individuals named above, who are
managers of Pacific Capital Markets Inc., for general damages for misrepresentation. W
are seeking paynent of the $351,800 owi ng, plus interest, damages, costs and such further
and other relief as deemed suitable by the court.

On January 12, 2001, Pacific Capital Markets Inc., Janmes King, Rick Jeffs, and Heidi Hirst
filed a Statement of Defense and Counterclaim At the time of this filing, no settlenent
conferences have been held and no court date has been set.

As of July 31, 2003, no further action had been taken by either side. Wile we believe we
have a strong case, we have not elected to aggressively pursue this litigation at this
time, pending further information on the collectibility of the debt.

St ockhouse Bul | Boards Legal |ssues

We have been naned in two lawsuits that we are aware of involving alleged defamation by
users of our Bull Boards on www. St ockhouse.com (.ca). |In one case we have received witten
assurance fromthe plaintiff that we have been renoved fromthe |list of defendants due to
our non-involvenment in the alleged defamation. |In the other case we are co-operating with
the plaintiff and expect to be renoved fromfurther action w thout having to incur |ega
costs of defense. |In the future we may be naned in other lawsuits, although we currently
are unaware of any pending. W believe that our risk of incurring | osses and/or |ega
expenses from such |awsuits is |ow

Item 2. Changes in Securities and Use of Proceeds
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No unregistered securities were issued during the period covered by this report. There
were no changes to any class of our securities.

Item 4. Submission of Matters to a Vote of Security Holders

There were no matters submtted to a vote

Item 6. Exhibits and Reports on Form 8-K
1. Reports on Form 8-K (incorporated by reference only)

On March 31, 2003, we filed an 8-K regardi ng our $0.544M private pl acenent
whi ch cl osed Decenber 31, 2002.

No other reports on form 8-K have been filed in 2003.

31 (a) CEO Section 302 Certification
(b) CFO Section 302 Certification

32 (a) CEO Section 906 Certification
(b) CFO Section 906 Certification

FORWARD LOOKING STATEMENTS AND RISK FACTORS

This report includes forward-|ooking statements relating to, anong other things,
projections of future results of operations, our plans, objectives and expectations
regardi ng our future services and operations and general industry and busi ness conditions
applicable to us. W have based these forward-Iooking statenents on our current
expectations and projections about future events. You can find nmany of these forward-

| ooki ng statenents by |ooking for words such as "may", "should", "believes", "expects",
"anticipates", "estimtes", "intends", "projects", "goals", "objectives", or simlar
expressions in this docunent or in docunents incorporated herein. These forward-I| ooking
statements are subject to a number of risks, uncertainties and assunptions about us that
could cause actual results to differ materially fromthose in such forward-I ooking
statements. Such risks, uncertainties and assunptions include, but are not limted to, the
factors that we describe in the section entitled "Risk Factors™ in the Form 10K for the
year ended Decenber 31, 2002. Stockgroup Information Systenms Inc. clainms the protection of
the safe harbor for forward-|ooking statenents contained in the Private Securities
Litigation Reform Act of 1995.

SIGNATURES

In accordance with the requirenments of the Exchange Act, the registrant caused this report
to be signed on its behalf by the undersigned, thereunto duly authorized.

STOCKGROUP | NFORMVATI ON SYSTEMS | NC.
(Regi strant)

Dat e: , 2003 By: [/s/ David Gllard, CGA

Chi ef Financial O ficer, Secretary & Treasurer
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SECTION 302 CERTIFICATIONS

Exhibit 31(a)

CERTIFICATION

I, Marcus New, CEO, certify that:

1. | have reviewed this quarterly report on Form 10-QSB of Stockgroup Information Systems Inc.;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of amaterial fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this quarterly report;

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this quarterly report;

4. Thesmall businessissuer’s other certifying officersand | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(€) and 15d-15(e)) and internal control over financial reporting (as defined
in the Exchange Act Rule 13a-15(f) and 15d-15(f)) for the small business issuer and have:

a)

b)

c)

d)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the small businessissuer, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this quarterly report is being prepared;

designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonabl e assurance regarding the reliability of financial reporting and
the preparation of financials statements for external purposes in accordance with generally accepted accounting
principles;

evaluated the effectiveness of the small businessissuer’ s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

disclosed in thisreport any change in the small businessissuer’ sinternal control over financial reporting that
occurred during the small business issuer’ s most recent fiscal quarter (the small businessissuer’ s fourth fiscal
quarter in the case of an annual report) that has materially affected, or isreasonably likely to materially affect, the
small businessissuer’sinternal control over financia reporting; and

5. Thesmall businessissuer’s other certifying officers and | have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the small businessissuer’ s auditors and the audit committee of the small businessissuer’s board of
directors (or persons performing the equivalent function):

a)

b)

all significant deficiencies and material weaknesses in the design or operation of internal controlswhich could
adversely affect the small businessissuer’s ability to record, process, summarize and report financial information;
and

any fraud, whether or not material, that involves management or other employees who have a significant role in the
small business issuer’sinternal control over financial reporting.

Date: August 14, 2003

<PAGE>

/sl Marcus New
Marcus New
Chief Executive Officer
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Exhi bit 31(b)

CERTIFICATION

I, David Gillard, CFO, certify that:

1. | have reviewed this quarterly report on Form 10-QSB of Stockgroup Information Systems Inc.;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of amaterial fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this quarterly report;

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this quarterly report;

4. Thesmall businessissuer’s other certifying officersand | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(€) and 15d-15(€)) and internal control over financial reporting (as defined
in the Exchange Act Rule 13a-15(f) and 15d-15(f)) for the small business issuer and have:

a)

b)

c)

d)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the small business issuer, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this quarterly report is being prepared,;

designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonabl e assurance regarding the reliability of financial reporting and
the preparation of financials statements for external purposesin accordance with generally accepted accounting
principles;

evaluated the effectiveness of the small businessissuer’ s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such eval uation; and

disclosed in thisreport any change in the small businessissuer’ sinternal control over financial reporting that
occurred during the small business issuer’ s most recent fiscal quarter (the small businessissuer’ s fourth fiscal
guarter in the case of an annual report) that has materially affected, or isreasonably likely to materially affect, the
small businessissuer’sinternal control over financial reporting; and

5. Thesmall businessissuer’s other certifying officersand | have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the small businessissuer’ s auditors and the audit committee of the small businessissuer’s board of
directors (or persons performing the equivalent function):

a)

b)

all significant deficiencies and material weaknesses in the design or operation of internal controls which could
adversely affect the small businessissuer’s ability to record, process, summarize and report financial information;
and

any fraud, whether or not material, that involves management or other employees who have asignificant rolein the
small business issuer’s internal control over financial reporting.

Date: August 14, 2003
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/9 David Gillard
David Gillard, CGA
Chief Financial Officer
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Exhibit 32(a)

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. §1350,
ASADOPTED PURSUANT TO
8906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Stockgroup Information Systems Inc. (the "Company") on Form 10-QSB for the period
ending June 30, 2003 as filed with the Securities and Exchange Commission on the date hereof (the "Report"), |, Marcus New, Chief
Executive Officer of the Company, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002,
hereby certify that to the best of my knowledge:

(1) The Report fully complies with the requirements of § 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of
operations of the Company.

/sl Marcus New
Marcus New

Chief Executive Officer
August 14, 2003

This certification accompanies this Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not, except to the
extent required by the Sarbanes-Oxley Act of 2002, be deemed filed by the Company for purposes of Section 18 of the Securities
Exchange Act of 1934, as amended.
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Exhibit 32(b)

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. §1350,
ASADOPTED PURSUANT TO
8906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Stockgroup Information Systems Inc. (the "Company™) on Form 10-Q for the period
ending June 30, 2003 as filed with the Securities and Exchange Commission on the date hereof (the "Report"), |, David Gillard, Chief
Financial Officer of the Company, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002,
hereby certify that to the best of my knowledge:

(1) The Report fully complies with the requirements of § 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) Theinformation contained in the Report fairly presents, in all material respects, the financial condition and result of
operations of the Company.

/s David Gillard

David Gillard

Chief Financial Officer
August 14, 2003

This certification accompanies this Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not, except to the
extent required by the Sarbanes-Oxley Act of 2002, be deemed filed by the Company for purposes of Section 18 of the Securities
Exchange Act of 1934, as amended.
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