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Item 1. FI NANCI AL STATEMENTS

St ockgr oup. com Hol di ngs, Inc.
CONSOLI DATED BALANCE SHEET
As at June 30, 2000
(UNAUDI TED - Expressed in U S. Dollars)

Unaudi t ed
June 30,
2000
ASSETS
CURRENT
Cash and cash equival ents $ 2,636, 307
Accounts receivabl e, net 706, 343
Due from sharehol der 31, 604
Prepai d expenses 348, 430
TOTAL CURRENT ASSETS $ 3,722,684
Property and equi pnent, net $ 612, 547
I nvest nents and advances 499, 932
$ 4,835, 163
LI ABI LI TI ES AND SHAREHOLDERS' EQUITY
CURRENT
Bank i ndebt edness $ 17,523
Account s payabl e 806, 960
Accrued payroll liabilities 79, 032
Deferred revenue 266, 918
Not es payabl e 2,790, 167
TOTAL CURRENT LI ABI LI TIES $ 3,960, 600
TOTAL LI ABILITIES $ 3,960, 600

SHAREHOLDERS' EQUI TY

COVMMON STOCK, No Par Val ue

Aut hori zed shares - 75, 000, 000

| ssued and CQutstandi ng shares - 8,195, 000 $ 6,761, 483
PREFERRED STOCK, non-voting, no par val ue

Aut hori zed shares - 5,000, 000

| ssued and outstanding — nil -
ADDI TI ONAL PAI D-1 N CAPI TAL 789, 395

ACCUMULATED DEFICIT $(6, 676, 315)
TOTAL SHAREHOLDERS EQUI TY $ 874,563
$ 4,835,163

The Acconpanying Notes Are An Integral Part
O These Unaudited Financial Statenents.

<PAGE>

Unaudi t ed
Decenmber 31,
1999

$ 1,658, 822
855, 170
31,973
887, 223

6, 761, 483

261, 277
$(4, 259, 711)



St ockgroup. com Hol di ngs, |nc.
CONSOLI DATED STATEMENT OF OPERATI ONS

For the Six Months Ended June 30, 2000
(UNAUDI TED - Expressed in U S. Dollars)
Unaudi t ed Unaudi t ed Unaudi t ed Unaudi t ed
Three Months Three Months Six Months Si x Mont hs
Ended June Ended June Ended June Ended June
30, 2000 30, 1999 30, 2000 30, 1999
REVENUE
Revenues $ 1,305,951 $ 980,924 $ 2,547,158 $ 1,160,118
Cost of revenues 465, 649 772,728 862, 715 833,120
Gross profit $ 840,302 $ 208,196 $ 1,684,443 % 326, 998
EXPENSES
Sal es and marketi ng $ 400,129 $ 198,713 $ 1,582,765 $ 254, 421
Product devel opnent 461, 740 38,979 623, 380 69, 934
CGeneral and administrative 1,071, 979 547, 245 1, 945, 403 1, 216, 777

| NCOVE (LOSS) FROM OPERATIONS  $ (1,093, 546)

I nterest income
Ot her income (expense)

32,727
228

| NCOVE (LOSS) BEFORE | NCOVE TAXES$ (1,060, 591)

I nconme tax provision (recovery) -

NET | NCOVE (LOSS)

Basi ¢ and dil uted earnings (Il oss)

$ (576, 741)

26, 691
2,422

$ (2,467, 105)

49,716
784

$ (1,214, 134)

26, 691
2,654

Per share (0.13) (0.08) (0.29) (0.21)
Wei ght ed average shares used in
the cal cul ati on of basic and
diluted net |oss per share 8, 195, 000 7,213,681 8, 195, 000 5,739, 725
</ TABLE>
4
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St ockgroup. com Hol di ngs, |nc.
CONSOLI DATED STATEMENT OF CASH FLOWS
For the Six Months Ended June 30, 2000
Expressed in U S. Dollars)

(UNAUDI TED -

OPERATI NG ACTI VI TI ES
Net I ncome (Loss)
Add (deduct) non-cash itens

Depreci ation and anortization
Anortization of deferred debt
Provi sion for doubtful accounts
Common stock issued for services

Conpensati on expense on
stock options

Net changes i n non-cash
wor ki ng capita
Accounts receivabl e
Due from sharehol der
Prepai d expenses
Account s payabl e
Accrued liabilities
I ncone taxes payabl e
Interest on note payable
Deferred revenue

CASH FROM ( FOR) OPERATI ONS

FI NANCI NG ACTI VI TI ES

| ssuance of common stock (net)
Deposits on common stock (net)

Unaudi t ed
Three NMbnt hs
Ended June
30, 2000

$ (1,060, 591)

38, 085

costs 35,694

(10, 533)

(961, 059)

440, 366
612

86, 494

186, 698
49, 734

90, 167
(498, 256)

| ssuance of convertible debt and

Warrants (net)
Bank i ndebt edness (net)
Long-term debt (net)
Shar ehol der debt (net)

Due to (from) related conpany

CASH FROM (FOR) FI NANCI NG

I NVESTI NG ACTI VI TI ES

Property and equi pnent (net)

| nvest nent s

2,869, 990
(124, 261)

(113, 456)
68

Net cash from reverse acquisition -

CASH FROM ( FOR) | NVESTI NG

| NCREASE ( DECREASE) | N CASH
AND CASH EQUI VALENTS

Cash and cash equival ents,
begi nni ng of period

CASH AND CASH EQUI VALENTS,
END OF YEAR

<PAGE>

2,027, 099

Unaudi t ed
Three NMbnt hs
Ended June
30, 1999

$ (547, 628)

6, 398

(423, 270)

(872, 631)
10, 071
29, 531

514, 474

5,232, 263

(12,985)

4,386, 573

199, 961

Unaudi t ed
Si x Mont hs
Ended June
30, 2000

$ (2,416, 604)
66, 889

35, 694
(10, 646)

(2, 252, 095)

159, 473
369

788, 655
(360, 432)
(47, 534)
90, 167
(463, 627)

435, 000

2,869, 990
(3, 481)

68

977, 485

1, 658, 822

Unaudi t ed
Si x Mont hs
Ended June
30, 1999

$ (1, 184, 789)

13,121

450, 000

(564, 388)

(886, 852)
(919)
22,172
646, 325
(15, 837)

5,634,714

(73,545)
(8, 260)
(12, 069)

4,586, 534



St ockgroup. com Hol di ngs, |nc.
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS
For the Six Months Ended June 30, 2000
( UNAUDI TED)

1. NATURE OF BUSI NESS

St ockgroup.com Holdings, Inc. is an Internet based nedia and technology conpany that
provi des business to business services, application service solution (ASP) enterprise
websi te devel opnent services, financial news and information services, and advertising and
medi a services. Stockgroup.com is incorporated under the laws of Colorado and is publicly
traded on the NASD OTC Bul | eti n Board.

2. BASI S OF PRESENTATI ON AND COVMPARATI VE AMOUNTS

The condensed consolidated financial statenents included herein have been prepared by the
Conmpany, without audit, pursuant to the rules and regulations of the Securities and
Exchange Commission ("SEC'). Certain information and footnote disclosures normally
i ncluded in financial statements prepared in accordance with generally accepted accounting
principles have been condensed or omitted pursuant to such rules and regul ati ons. However,
t he Conpany believes that no disclosures have been omitted that would make the information
presented nisleading. These condensed consolidated financial statenents should be read in
conjunction with the financial statenents and the notes thereto included in the Conpany's
Annual Report on Form 10-KSB for the fiscal year ended Decenmber 31, 1999.

The unaudited condensed consolidated financial statements included herein reflect al
adj ustnments (which include only normal, recurring adjustments) which are, in the opinion
of managenment, necessary to state fairly the results for the six nmonth period ended June
30, 2000. The results for the six-nmonth period ended June 30, 2000 are not necessarily
i ndi cative of the results expected for the full fiscal year

These consolidated financial statenents are presented in U S. dollars and are prepared in
accordance with accounting principles generally accepted in the United States (“U.S.
GAAP”). Prior to year-end 1999, the Conpany reported its financial results using Canadi an
GAAP and Canadian Dollars. In this report conparative figures have been retroactively
restated to conformto the U S. GAAP presentation and have been recast into U S. dollars
in accordance with FASB Statement No. 52, Foreign Currency Translation

3. REVENUE RECOGNI TI ON

Revenues generated by the Conpany are recognized when all or substantially all of the
effort required to generate the revenue has been conpleted and the collection of any
remai ni ng paynents is relatively certain. For revenues generated from |l onger term website
design and devel opment arrangenents requiring significant production, nodification and
custonmi zation, the Conpany follows the percentage of conpletion nmethod of contract
accounting in accordance with SOP 81-1, Accounting for Performance of Construction-Type
and Certain Production-Type Contracts.
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4. NOTES PAYABLE AND WARRANTS

On April 3, 2000, Stockgroup.com entered into a Convertible Note Purchase Agreenent
pursuant to which it obtained $3 mllion in a financing led by Deephaven Capital
Managenent LLC, a subsidiary of Knight/Trimark. Anmro International S.A., managed by Rhino
Advi sors was an additional lender in the funding. Jesup and Lanmobnt Securities Corporation
served as the placenent agent for the transaction.

The funding included $3 mllion of 8% Convertible Notes (the “Notes”), and 5-year Callable
Warrants (the “Warrants”). The Notes mature on March 31, 2002 and are convertible into
St ockgroup. com common shares only after July 31, 2000. The Notes nmmy only be converted if
St ockgroup. com does not nake paynment on a Noteholder’s prepaynent request, or if
St ockgroup. com seeks to prepay the Notes. The initial conversion price (the “Initial
Conversion Price”) for the Notes is $3.72, and the exercise price (the “Exercise Price”)
of the Warrants is $3.30. The Initial Conversion Price and the Exercise Price are subject
to adjustnent upon the happening of certain events, such as the paynent of a stock
di vidend, or the issuance of warrants at a below market price or at a price below the
conversion price. Prepaynments on the Notes are subject to a tiered prepaynment schedul e
that increases as the nunber of days between the closing date and the prepaynment date
i ncreases, being 105% 110% and 115% of principal from days 1-60, 61-120, and after 120
days, respectively. Interest accrues on the Notes at the rate of 8% per annum and is
payabl e on each conversion date and at maturity. Interest may be paid in the form of cash
or registered stock, at Stockgroup.com s option. The | enders have the right to put back to
St ockgroup.com up to 25% of the unconverted anmpbunt of the Notes during any 30-day period
after July 31, 2000. Upon the lenders’ exercise of such right, Stockgroup.com has the
option of prepaying the portion of the Notes sought to be converted, such prepaynent to be
in accordance with the tiered prepayment schedule set forth above. |f Stockgroup.com does
not make such a prepaynent within 10 days after its receipt of a “put” notice, the
conversion rate of the Notes changes to the lesser of (a) the Initial Conversion Price,
and (b) 88% of the average of the 5 lowest closing prices of Stockgroup.com s comopn
shares during the 30 trading days prior to the date of conversion.

The Warrants pernit the holders to acquire up to 181,818 comopn shares. Stockgroup.com has
filed a registration statenment covering these shares, and the shares underlying the Notes.
The Warrants may be called by Stockgroup.com at a purchase price of $.01 per underlying
share, if Stockgroup.comis commn shares trade at the level of 175% of the Warrant
exercise price of $3.30 for any 20 consecutive trading days after the effective date of
the registration statement, provided that the holders have the right to exercise the
warrants within 30 days after their receipt of such a call

The convertible notes and callable warrants have been accounted for in accordance with APB
14, Accounting for Convertible Debt and Debt Issued with Stock Purchase Warrants and ElI TF
98-5, Accounting for Convertible Securities wth Beneficial Conversion Features or
Contingently Adjustable Conversion Ratios. APB 14 requires that the gross proceeds be
allocated to the notes and warrants based on the relative fair value of each security at
the tinme of issuance. Accordingly, $2.7 million of the gross proceeds was allocated to the
notes and $300, 000 was allocated to the 181,818 warrants. The financing costs, consisting
of $130,000 in cash and the fair value of additional warrants to purchase 90,909 common
shares granted to the placenment agent on the sane terns as the warrants issued to the
| enders, were allocated to the notes and 181,818 warrants in the same relative fair value
manner .
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5. SHAREHOLDERS' EQUITY

The Conpany is authorized to issue up to 75,000,000 shares of common stock and 5, 000, 000
shares of preferred stock. On April 3, 2000, the Conpany issued warrants to purchase
272,727 common shares as described in Note 4. The fair value of the warrants issued, net
of financing costs, amounted to $455,546 and was recorded as an increase to additiona
paid-in capital. During the six nmonths ended June 30, 2000, the Conpany recorded $72,572
of stock conpensation expense in accordance with APB 25, Accounting for Stock Issued to
Enpl oyees, on stock options previously issued to an enployee with an exercise price |ess
than the prevailing market price at the date of grant. This expense is accounted for as an
increase to additional paid-in capital

6. EARNI NGS (LOSS) PER SHARE

Basi ¢ earnings (loss) per share is conputed based on the wei ghted average nunber of conmpn
shares outstanding during each year. Diluted earnings (loss) per share is conputed based
on the weighted average nunber of common shares outstanding during each year, plus the
dilutive potential of convertible securities during the year, in accordance with FASB
Statement No. 128, Earnings Per Share.

For the six nonths ended June 30, 2000, all of the Company’s comopn shares issuable upon
the exercise of stock options, convertible debentures, or warrants were excluded fromthe
determination of diluted earnings (loss) per share as their effect would be anti-dilutive.

7. COVPREHENSI VE | NCOVE

The Conmpany follows FASB Statenent No. 130, Reporting Conprehensive Incone, which
establishes standards for reporting and di spl ayi ng conprehensive i ncome and its conponents
in the consolidated financial statements. For the six nonths ended June 30, 2000 and June
30, 1999, the Conpany did not have any conponents of conprehensive incone.

8. RECENT ACCOUNTI NG PRONOUNCEMENTS

In June 1998, the FASB issued Statenent No. 133, Accounting for Derivative Instrunents and
Hedgi ng Activities, which establishes new standards for recording derivatives in interim

and annual financial statenments. This statenment requires recording all derivative
instruments as assets or liabilities, measured at fair value. Statement No. 133, as
amended by FASB Statement No. 137, is effective for fiscal years beginning after June 15,
2000. Managenent has not determined the inpact, if any, that the adoption of the new
statenent will have on the consolidated results of operations or financial position of the
Conpany.

On March 31, 2000, the Financial Accounting Standards Board issued FASB Interpretation No.
44, Accounting for Certain Transactions |Involving Stock Conpensation, an interpretation of
APB Opi nion No. 25. The interpretation clarifies guidance for certain issues that arose in
the application of APB Opinion No. 25, Accounting for Stock Issued to Enployees. The
Interpretation is applied prospectively to all new awards, nodifications to outstanding
awards, and changes in enployee status after July 1, 2000 with certain exceptions
requiring earlier adoption. The Conpany is presently evaluating the inpact, if any, that
FIN No. 44 will have on the conpany's financial position or results of operations.

On Decenber 3, 1999, the SEC staff released Staff Accounting Bulletin (SAB) No. 101 -
Revenue Recognition in Financial Statenents, which provides guidance on the recognition,
presentation, and disclosure of revenue in financial statements. The SAB required adoption
for the first fiscal quarter of fiscal years beginning after Decenber 15, 1999, however,
based on requests for additional time to consider the inplications, the SEC has issued SAB
101A and SAB 101B that further delays the effective date of SAB 101 until no later than
the fourth fiscal quarter of fiscal years beginning after Decenber 15, 1999. The Conpany
is presently evaluating the inpact, if any, that SAB No. 101 will have on the conpany's
financial position or results of operations.
8
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9. SEGMVENTED | NFORMATI ON

SFAS No. 131, Disclosure about Segments of an Enterprise and Related |Information, requires
a public business enterprise to report financial and descriptive information about its
reportabl e operating segnents. The Conpany has concluded that its business activities fal
into one identifiable industry segnent with the followi ng sources of revenue:

For the six nonths ended

June 30, 2000 June 30, 1999
Busi ness to Business Internet products $ 832,845 $ 129, 587
Advertising and nedia services 248, 909 911, 602
Fi nanci al news and information services 182, 851 118, 849
ASP Enterprise Financial Wbsite devel opnent 1, 282, 553 -
$ 2,547,158 $ 1,160, 118

During the first six nonths 2000, the Conpany had two custoners from whom revenue received
by the Conpany represented 50% of total revenue. No other custoners represented greater
than 10% of revenue.

10. SUBSEQUENT EVENTS

On August 2, 2000, Deephaven Capital Managenment LLC exercised their right to put 25% of
their portion, or US$500,000. The Conpany paid this put in cash on August 10, 2000, with
the total amunt paid equal to US$500,000 plus the 15% prepaynent penalty and accrued
interest, for a total of US$589, 889.

On August 10, 2000, Anro International, S.A exercised their right to put 25% of their
portion, or US$250,000. The Conpany will pay this put in cash on August 17, 2000, with the
total anpbunt paid equal to US$250,000 plus the 15% prepaynent penalty and accrued
interest, for a total of US$294, 950.
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[tem 2. MANAGEMENT' S DI SCUSSI ON AND ANALYSI S OF FI NANCI AL CONDI TI ON
AND RESULTS OF OPERATI ONS

RESULTS OF OPERATI ONS — SI X MONTHS ENDED JUNE 30, 2000

During the six nonths ended June 30, 2000, the Conpany generated revenues of $2,547,158
that represents a 120% i ncrease over the $1,160, 118 generated in the six nonths ended June
30, 1999. The growth in revenues was primarily due to major Wbsite devel opment projects
in Singapore and Texas, and higher sales of Internet marketing services to corporations.
The Conmpany al so significantly increased its sales force from5 in quarter two 1999 to 20
in quarter two 2000. G owh in sales staff was spread across all offices.

The Conpany incurred a net |oss of $(2,416,604) for the six nmonths ended June 30, 2000
This conpared with a net loss of $(1,184,789) for the first six months of 1999. These
| osses are a function of inplenmentation of the Conpany's strategic plans and had been
antici pated. The Conpany expects that quarterly |osses will be | ower going forward, as the
maj or expenditures of the current strategic plans have been incurred.

Sal es and marketing expenses increased from $254,421 in the first six nmonths of 1999 to
$1,582,765 in the same period in 2000. The factors that contributed to this increase are
i ncreased advertising purchases and an increase in sales staff. During the period there
were al so several |arge advertising purchases. Advertising purchases were for the purpose
of establishing brand in the marketplace and are expected to have long-term residual
effects. The size of the staff, particularly in sales, increased significantly quarter
over quarter in line with our strategic plans to position the conpany for future growh.
The additional cost of this staff is reflected in the increased expense nunbers.

General and admi nistrative expenses increased from $1, 216,777 in the first half of 1999 to
$1, 945,403 over the first half of 2000. Itenms accounting for a majority of the increases
in general and adm nistrative included | egal expenses, higher office rent expenses due to
an expansion of our branch network, increased staffing costs, costs related to tenporary
data entry staff used for site developnent, and travel. Mich of the costs incurred under
| egal and accounting were with respect to the Convertible Debenture and the related
regulatory filings, and are not expected to recur going forward. OQther costs related to
expansion are not expected to grow as rapidly in the future, as the Conpany believes sal es
growt h can now be achi eved without a further significant investment in infrastructure.

CORPORATE DEVELOPMENTS DURI NG THE PERI OD
Expansi on into Asia

On January 18'", 2000, Stockgroup.com began its global expansion by entering into an
arrangenent with two Singapore publicly listed conpanies to build an enterprise financial
site for Asia Exchange Information Service Pte Ltd., called ww.asiaXlS.com This site was
| aunched on June 28, 2000, and all significant work on the site was conplete by that tinmne.
Al'l but $40,000 of the revenue fromthis project has been recognized as at June 30, 2000,
with the balance held back in recognition of efforts undertaken in July to conplete
docunent ati on. These docunentation efforts have been conpleted as of the date of this
filing.

Vi ce President Sal es hired

On January 39 Tim Bush, a seasoned sales and marketing nmnagenent professional, joined
t he Conpany as Vice President of Sales. M. Bush conmes to Stockgroup.comfromlngram M cro
Inc., one of the world s |argest whol esal e providers of technol ogy products and services,
where he was the Regional Sales Director. During his tine at IngramMcro Inc., M. Bush's
t eam aver aged over 30% annual sales growth with sales in excess of Cdn$400 mllion

10
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Chief Financial O ficer hired

On May 19'" Lindsay Myle joined the Conpany as Chief Financial Oficer, Secretary and
Treasurer. M. Myle is a Certified General Accountant with experience in mnaging a
publicly listed conmpany and menaging rapid growh. He was previously the CFO of NTS
Conputer Systens Ltd, a Toronto Stock Exchange |isted conpany with annual revenues of
Cdn$35 nmillion, 200 enpl oyees worl dwi de, and offices in Canada, the United States, Ireland
and England. During his time at NTS, he managed all aspects of accounting and finance as
the conpany grew from Cdn$l mllion to Cdn$35 million in revenue in a four-year period.

Syndi cation strategy | aunched

During the first half of the year, Stockgroup.com began the inplenentation of its
syndi cation strategy, signhing agreenents wth web content distributors. The nmjor
syndi cation agreenents established so far this year include I|-Syndicate, which reaches
over 600,000 web users; audi obasket.com which di ssem nates Stockgroup.com audi o content;
Cybersurf, an Internet Service Provider (ISP) which features data feeds exclusively from
our website to its extensive base of subscribers; Scream ng Media, a content syndicator;
and AvantGo, a wireless application provider

CORPCRATE OVERVI EW AND BACKGROUND

St ockgroup. com has offices in New York, San Francisco, Toronto, Calgary, and Dallas and
mai ntains its corporate headquarters in Vancouver. Stockgroup.com is a provider of
Busi ness-to-busi ness corporate services, Application Service Provider solutions, and
unbi ased, conprehensive financial information on small cap and micro cap stocks on the
Internet. Revenues from these segnents conprise service fees, ongoing licensing fees for
the Conpany’s technol ogy and news products, maintenance fees, advertising fees, royalties
on transactions, and enterprise financial website devel opnent fees.

There are thousands of financial services conpanies that require enterprise solutions to
interact and display information over the Internet for their customers. Stockgroup.com
provides a full ASP solution and licenses its proprietary enterprise financial web sites.
There are an estimated 28 million small cap investors in North America and another 22
mllion worldw de who receive their smallcap financial information froma variety of news
sources. The market place is highly fragnented, consisting of newsletters, specialty
publications, brokerage research reports, and limted coverage by the large nedia
conpani es. Stockgroup.com offers these investors the ability to receive real tine,
unbi ased, detailed information on thousands of small cap and micro cap conpanies. The
Conmpany al so provides online business to business services to hundreds of publicly traded
conpani es, from New York Stock Exchange conpanies to Bulletin Board conpani es, that enable
them to provide current, detailed financial information and effectively reach current and
prospective sharehol ders efficiently.

In addition, smallcapcenter.com provi des unbi ased original financial news content on small
cap conpanies and markets. These news features are produced throughout the trading day by
St ockgroup.com s staff of professional financial journalists and editors and this News
Service is a significant draw for the investor viewers who use snallcapcenter.com
Smal | capcenter.com al so di ssenmi nates information about Stockgroup.conis corporate clients
but does not make any recommendati ons or provide special news coverage related to these
clients.

W are also a provider of website design, Internet financial products and narketing
services for Small Cap conpanies, a market segment that traditionally has not had the sane
mar ket profile as larger public conpanies. Some of the specialty products we produce
i nclude private |abel quotes and charts, database tools for building relationships with
shar ehol ders, traffic reports that allow a conpany's managenent to assess the inpact of
website use by its viewers, design services and nmintenance contracts.
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Rapid technol ogi cal change, new product developnent and evolving industry standards
characterize our industry. Inherent in our business are various risks and uncertainties,
including a linmted operating history, a new and unproven business nodel and the linmited
hi story of comrerce on the Internet. Qur success may depend in part upon the enmergence of
the Internet as a conmunications nmedium prospective product devel opment efforts and the
acceptance of our products and services by the narketplace. As part of our strategic
devel opnent plans, we invest significant resources in research and devel opment of new
products and services.

As of June 30, 2000 we had 86 enpl oyees, all of which were full tine.

DESCRI PTI ON OF BUSI NESS MODEL
Busi ness to Busi ness Services to Corporations

St ockgroup. com provides investor disclosure products that automate the updating of a
conpany’s inportant financial information on its web site, including stock quotes, charts,
and news releases. Custoners license this application from Stockgroup.com Stockgroup.com
al so provides Internet marketing services to these custoners. Stockgroup.com does not act
as a public relations or investor relations firm but rather provides a suite of products

and services. As a nmeans of providing small cap conpanies wth greater exposure,
St ockgroup.com offers to link clients' sites to Stockgroup.com s proprietary information
Community and offer access to Stockgroup.coms proprietary Emmil listing of smallcap
i nvestors.

Applications Solutions and Enterprise Wbsite Devel opnent

St ockgroup. com devel ops, sells, and maintains private | abel news and financial web sites.
Target conpani es include: brokerage firns, financial services conpanies, media companies,
and entrepreneurial firms. Stockgroup.com is expanding through sales of its expertise in
the devel opnent of enterprise financial website platforns.

Edi torial Products

Stockgroup.com is a proprietary devel oper and distributor of professional, unbiased, on-
line news and information focused on small cap and nmicro-cap stocks. Investors have
historically had difficulty obtaining tinely, accurate investnent information on Small Cap
conpanies due to a lack of objective news sources. Mst other nmedia organizations,
investment firms and brokerage houses tend to focus a significant nmajority of their
attention on larger public conpanies. As a result, Small Cap investors have not had access
to the level of non-biased third party information or traditional sources of conpany
research reports they desire. This lack of information is coupled with the increasing
shift of investors from traditional retail brokerages to discount and on-line
alternatives. This shift has created an increased interest in personal investnment research
on the part of individual investors. However, investor interest in the Small Cap sectors
has not been acconpanied by an increased coverage of the small and micro cap sectors by
traditional nedia, traditional brokerage firns or alternative on-line and discount
i nvestment service providers. As a result, investors have turned to other resources on the
Internet as a method of obtaining the timely financial information needed to nake small
cap i nvestnment decisions. The Conpany licenses and sells content to other financial sites.
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Advertising and Media Services

St ockgroup.com also derives revenue from corporate advertisers who see benefit in
presenting their products and services to smallcapcenter.conms Internet audience. Mny
advertisers seek and are willing to pay premium rates to advertise on small capcenter.com
due to its highly specific denographics. The investor denographic profile, which consists
of well-educated, technically savvy, md to high-inconme |evel earners and higher risk
investors, is very attractive to numerous advertisers. In addition, as a part of
St ockgroup.coms business to business product of fering, St ockgroup. com provides
advertising nmnagenent services, essentially acting as an on-line advertising agency
provi di ng advertisenent design and placenent services for its clients. Stockgroup.com al so
pl aces ads, as a function of client budgets, on other web sites it believes will provide
the client with the greatest exposure to the investnent comunity.

CORPORATE GROWIH STRATEGY

St ockgroup.com intends to grow revenues through internal growh of its existing
busi nesses, including b2b services, application service provider solutions (ASP), and
smal | cap financial news and information. The Conpany al so intends to grow internationally
t hroughout Europe and Asia, through strategic acquisitions, and by taking equity positions
in certain conpanies to which Stockgroup.com licenses its proprietary technol ogy.
St ockgroup.com currently owns 19. 4% of Asiaxis.comin Asia.

THE SMALLCAPCENTER. COM | NTERNET | NVESTMENT | NFORMATI ON COMMUNI TY

St ockgroup. com has created ww. smal | capcenter.com an Internet information Comrunity which
provides a wi de range of services to investors interested in Small Cap conpanies and
markets. A significant feature that differentiates small capcenter.com from other financia
Websites is its on-line news reporting. Stockgroup.com enploys a staff of professiona
journalists who produce breaking stories throughout the trading day on topics of interest
to Small Cap investors. A major goal of our business nodel is to license this news service
to nedia and financial services firns. By satisfying its viewers' investnent information
needs, Stockgroup.com seeks to becorme the domi nant single source of Small Cap infornmation
on the Internet.

FORWARD- LOOKI NG STATEMENTS

Certain statenents contained herein constitute "forward-looking statenents" within the
meani ng of Section 27A of the Securities Act of 1933, as anended (the "Securities Act")
and Section 21E of the Securities Exchange Act of 1934, as anended (the "Exchange Act").
These forward-1ooking statenents can be identified by the use of predictive, future-tense
or forward-Iooking term nol ogy, such as "believes," "anticipates," "expects," "estimtes,"
"plans,"” "may," "intends," "will," or simlar ternms. These statements appear in a numnber
of places in this report and include statements regarding the intent, belief or current
expectations of the Company, its directors or its officers with respect to, anong other
things: (i) trends affecting the Conpany's financial condition or results of operations,
(ii) the Company's business and growh strategies, (iii) the Internet and Internet
commerce and (iv) the Company's financing plans. Investors are cautioned that any such
forward-|ooking statenments are not guarantees of future performance and involve
significant risks and uncertainties, and that actual results may differ materially from
those projected in the forward-1|ooking statements as a result of various factors set forth
under "Risk Factors" and elsewhere in this report. The preceding discussion of the
financial condition and results of operations of the Company should be read in conjunction
with the financial statenents and notes related thereto included el sewhere in this report.
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SHARE PRI CE AND VOLUME DATA

The Conpany's Common Stock has been quoted for trading on the OIC Bulletin Board since
March 17, 1999. The following table sets forth high and low bid prices for the Comon
Stock for the three-nonth periods ending March 31, 2000 and June 30, 2000. These prices
represent quotations between dealers w thout adjustnment for retail markup, markdown or
conmi ssion and may not represent actual transactions.

Quarter Ending: Hi gh Low Vol une
March 31, 2000 $ 5.031 $ 1.562 2,623, 600
June 30, 2000 $ 4.000 $ 0.719 1,737,100

On March 31, 2000, the Conpany had 29 registered shareholders owning 8,195,000 shares.
On June 30, 2000, the Conpany had 34 registered sharehol ders owni ng 8, 195, 000 shares.

Dl VI DENDS

The Conpany has not decl ared any divi dends since inception, and has no intention of paying
any cash dividends on its Common Stock in the foreseeable future. The paynent by the
Conpany of dividends, if any, in the future, rests with the discretion of its Board of
Directors and will depend, anmpong other things, upon the Conpany's earnings, its capita
requirenents and its financial condition, as well as other relevant factors.
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Part 11. OTHER | NFORMATI ON
I[tem 2. Changes in Securities and Use of Proceeds

On April 3, 2000, Stockgroup.com entered into a Convertible Note Purchase Agreenent
pursuant to which it obtained $3 mllion in a financing led by Deephaven Capital
Management LLC, a subsidiary of Knight/Trinmark. Anro International S.A , managed by Rhino
Advi sors was an additional lender in the funding. Jesup and Lanmobnt Securities Corporation
served as the placenent agent for the transaction.

The funding included $3 million of 8% Convertible Notes (the “Notes”), and 5-year Call able
Warrants (the “Warrants”). The Notes mature on March 31, 2002 and are convertible into
St ockgroup. com conmon shares only after July 31, 2000. The Warrants pernmt the holders to
acquire up to 181,818 commpn shares. Stockgroup.com has filed a registration statenent
covering these shares, and the shares underlying the Notes. A nore conplete discussion of
the Convertible Notes and Warrants can be found in Note 4 to the financial statenents,
i ncluded herein. Funds fromthis Convertible Loan arrangenent will be used for ongoing
wor ki ng capital purposes.

On August 2, 2000, Deephaven Capital Management LLC exercised their right to put 25% of
their portion, or US$500,000. The Conpany paid this put in cash on August 10, 2000, with
the total amount paid equal to US$500,000 plus the 15% prepaynent penalty and accrued
interest, for a total of US$589,889. On August 10, 2000, Anro International, S. A
exercised their right to put 25% of their portion, or US$250,000. The Conpany wll pay
this put in cash on August 17, 2000, with the total ampunt paid equal to US$250, 000 plus
the 15% prepaynent penalty and accrued interest, for a total of US$294, 950.

Item 6. Exhibits and Reports on Form 8K
(a) Exhibits
27.1 Financial Data Schedul e
(b) Reports on Form 8-K
Form 8-K — April 18, 2000
Reporting information on Item5 — Qther information

Reporting issuance of $3 mllion Convertible Debenture to Deephaven Capital
Managenent LLC and Anro International, S. A

SI GNATURES

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. COM HOLDI NGS, | NC.
(Regi strant)

Dat e: August 13, 2000 By: [/s/ Lindsay Myle, CGA

Chi ef Financial O ficer, Secretary & Treasurer
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Fi nanci al Data Schedul e

<S>

<PERI OD- TYPE>

<F| SCAL- YEAR- END>
<PERI OD- START>

<PERI OD- END>

<CASH>

<SECURI Tl ES>

<RECEI VABLES>
<ALLOWANCES>

<| NVENTORY>

<CURRENT- ASSETS>
<PP&E>

<DEPRECI ATl ON>
<TOTAL- ASSETS>
<CURRENT- LI ABI LI TI ES>
<BONDS>

<PREFERRED- MANDATORY>
<PREFERRED>

<COVMON>

<OTHER- SE>

<TOTAL- LI ABI LI TY- AND- EQUI TY>

<SALES>

<TOTAL- REVENUES>
<CGS>

<TOTAL- COSTS>
<OTHER- EXPENSES>
<LGSS- PROVI SI ON>
<I NTEREST- EXPENSE>
<I NCOVE- PRETAX>

<I NCOVE- TAX>

<I NCOME- CONTI NUI NG
<DI SCONTI NUED>
<EXTRACRDI NARY>
<CHANGES>

<NET- | NCOVE>

<EPS- BASI &

<EPS- DI LUTED>

</ TABLE>
</ TEXT>
</ DOCUMENT>
</ SEC- DOCUMENT>

<C>

3- MOS
DEC- 31- 2000
APR- 01- 2000
JUN- 30- 2000
2, 636, 307
0
706, 343
0
0
3,722, 684
612, 547
0
4,835, 163
3, 960, 600
0
0
0
6, 761, 483
(5, 886, 920)
4,835, 163
2,547, 158
2,597, 658
862, 715
4,151, 547
0
0
0
(2,416, 604)

[oNeoNoNoNe)

(2, 416, 604)
(0. 29)
(0. 29)
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