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Part |. FI NANCI AL | NFORMATI ON

Item 1. Financial Statements (unaudited)

St ockgr oup. com Hol di ngs, Inc.
CONSOLIDATED BALANCE SHEETS

(UNAUDI TED - Expressed in U S. Dollars)

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

March 31,
2001
ASSETS
CURRENT
Cash and cash equival ents $ 198, 854
Accounts receivable [net of allowances for doubtfu
accounts of $540, 490; Decenber 31, 2000 $471, 430] 474, 669
Prepai d expenses 109, 626
TOTAL CURRENT ASSETS $ 783,149
Property and equi pnent, net $ 472,818
Def erred financing costs 7,843
$1, 263,810
LI ABI LI TI ES AND SHAREHOLDERS' EQUI TY ( DEFI Cl ENCY)
CURRENT
Bank i ndebt edness $ 11, 362
Account s payabl e 640, 745
Accrued payroll liabilities 155, 852
Def erred revenue 163, 330
Convertibl e debenture and accrued interest (note 4) 2,713,406
TOTAL CURRENT LI ABI LI TIES $ 3, 684, 695
TOTAL LI ABILITIES $ 3,684, 695
COVM TMENTS AND CONTI NGENCI ES (note 7)
SHAREHOLDERS' EQUI TY ( DEFI Cl ENCY)
COMMON STOCK, No Par Val ue
Aut hori zed shares - 50, 000, 000
I ssued and outstanding shares - 8,545,184 in 2001
and 8,467,676 at Decenber 31, 2000 $ 7,382,923
ADDI TI ONAL PAI D-I N CAPI TAL 3,128, 207
ACCUMULATED DEFICIT (12,931, 835)
TOTAL SHAREHOLDERS' EQUI TY ( DEFI Cl ENCY) $(2, 420, 885)
$1, 263,810
The Acconpanying Notes Are An Integral Part

Of These Unaudited Financial Statenen

“A Ao
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Decenber 31,

7,344, 483
2, 602, 743
$(12, 593, 154)



St ockgr oup. com Hol di ngs, Inc.

CONSOLIDATED STATEMENTS OF LOSS
(UNAUDI TED - Expressed in U S. Dollars)

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

Thr ee Mont hs Thr ee Mont hs
Ended March Ended March 31,

31, 2001 2000(restated
— note 1)
REVENUE
Revenues $ 1,105, 359 $ 1,036, 207
Cost of revenues 426, 875 397, 066
G oss profit $ 678,484  $ 639, 141
EXPENSES
Sal es and marketing $ 206,823 $ 1,182,636
Product and website devel opnent 91, 348 161, 639
General and adm ni strative 642, 585 873, 424
$ 940, 756 $ 2,217,699
LOSS FROM OPERATI ONS $ (262,272) $ (1,578,558)
I nterest income 1,591 16, 989
I nt erest expense (96, 703) -
Ot her incone 18, 703 554
NET LOSS $ (338,681) $ (1,561,015)
BASI C AND DI LUTED EARNI NGS (LOSS) PER SHARE (0.04) (0.19)
Wei ght ed average shares
out standi ng for the period 8,515,431 8, 195, 000
</ TABLE>

The Acconpanying Notes Are An Integral Part
Of These Unaudited Financial Statenents.
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St ockgr oup. com Hol di ngs,

I nc.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDI TED - Expressed in U S. Dollars)

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

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

Thr ee Mont hs
Ended March
31, 2001

$ (338,681)

Thr ee Mont hs

Ended March 31,

2000 (restated
- note 1)

$ (1,561, 015)

Anorti zation 47, 637 28, 804
Anortization of deferred financing costs 975 -
Ef fective interest on convertible notes 90, 107 -
Bad debt expense 69, 060 (113)
Conmon stock issued for services 9, 690 -
St ock based conpensati on 26, 555 36, 286

(94, 657) (1, 496, 038)

Net changes in non-cash working capita

Accounts receivable (324, 919) (280, 893)
Due from sharehol der - (243)
Prepai d expenses 6, 501 702, 161
Account s payabl e (155, 892) (112, 130)
Accrued payroll liabilities (38, 389) (97, 268)
Def erred revenue (18, 657) 239, 629

CASH FROM ( FOR) OPERATI ONS

FI NANCI NG ACTI VI Tl ES
| ssuance of convertible debt and
Warrants (net)
Bank i ndebt edness

CASH FROM ( FOR) FI NANCI NG

I NVESTI NG ACTI VI TI ES

Property and equi pment (net) 9, 400 (125, 614)
CASH FROM (FOR) | NVESTI NG $ 9, 400 $ (125, 614)
DECREASE | N CASH AND CASH EQUI VALENTS (139, 594) (1,049, 616)
Cash and cash equival ents,

begi nni ng of period 338, 448 1, 658, 824
CASH AND CASH EQUI VALENTS,

END OF PERI OD $ 198, 854 $ 609, 208

The Acconpanying Notes Are An Integral Part
Of These Unaudited Financial Statenents.
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St ockgr oup. com Hol di ngs, Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Three Mont hs Ended March 31, 2001
( UNAUDI TED)

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

St ockgroup. com Hol di ngs, Inc. (“Stockgroup.conf) is an Internet based nmedia and technol ogy
conpany that provides services to public conpanies (including advertising and nedia
services), financial tools and content, and e-business services. Stockgroup.com was
i ncorporated under the |aws of Colorado on Decenber 6, 1994 under the forner name of |-
Tech Hol dings Group, Inc. (“lI-Tech”), a United States non-operating conpany regi stered on
t he NASD OTC Bul | etin Board.

The acconpanyi ng interi munaudited consolidated financial statements 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 statenents. In the opinion of nmanagenent, al
adj ustnents (consisting of normal recurring accruals) considered necessary for a fair
presentati on have been included. Operating results for the three-nonth periods ended March
31, 2001 are not necessarily indicative of the results that may be expected for the year
ended Decenber 31, 2001

The bal ance sheet at Decenber 31, 2000 has been derived from the audited financia
statenents at that date but does not include all of the information and footnotes required
by generally accepted accounting principles for conplete financial statenents.

For further information, refer to the consolidated financial statenments and footnotes
thereto included in the Conpany’s annual report on Form 10-KSB for the year ended Decenber
31, 2000.

These financial statenments have been prepared by managenment 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 liabilities in the nornmal
course of business for the foreseeable future.

The Conpany incurred an operating |oss of $262,272 for the quarter ended March 31, 2001
has an accunulated deficit of $12,931,835 and had a working capital deficiency of
$2,901,546 as at March 31, 2001. These factors raise doubt about the Conpany’'s ability to
continue as a goi ng concern. Managenent has been able, thus far, to finance the |osses, as
well as the growmh of the business, through a series of equity and convertible note
private placenents. Managenent expects that increasing revenues resulting from current
operations, conbined with the fact that start-up costs are substantially conplete, wll
allow the Conmpany to achieve profitable operations and positive cash flows in 2001. 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 Conpany 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, if necessary,
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 adjustnents which
woul d 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 normal course of business and at amunts different from those reflected in the
acconpanyi ng financial statenents.

2. SUVWMMARY OF SI GNI FI CANT ACCOUNTI NG POLI CI ES

Conparative figures
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Revenues for the first quarter of 2000 have been reduced by $205,000 to account for annua
adj ust ment s posted at Decenber 31, 2000.

Recent accounting pronouncements

FASB Statenment No. 133, “Accounting for Derivative Instrunents and Hedgi ng Activities”,
(“SFAS No. 133"), as anended by SFAS 137, “Accounting for Derivative |Instrunments and
Hedgi ng Activities - Deferral of the Effective Date of FASB Statenent No. 133", and SFAS
138, “Accounting for Certain Derivative Instrunents and Certain Hedging Activities”, is
effective for the Conpany as of January 1, 2001. SFAS 133, as anended, requires that an
entity recognize all derivatives as either assets or liabilities nmeasured at fair val ue.
The accounting for changes in the fair value of a derivative depends on the use of the
derivative. The Conpany does not expect the adoption of these accounting pronouncenents to
have a material effect on its financial position or results of operations, except as

di scussed bel ow.

The Emergi ng | ssues Task Force has rel eased EI TF 00-19, Accounting for Derivative
Fi nanci al Instrunments |Indexed to, and Potentially Settled in, a Conpany's Owm Stock (“ElITF
00-19”). EITF 00-19 is effective for derivative instruments entered into or outstanding

at June 30, 2001, and will be applicable to the Conpany’ s callable warrants then

out st andi ng. The nunber of shares issuable in the event of exercise of the callable
warrants is not subject to an explicit limt. Accordingly, the callable warrants will be
considered a liability to be recorded at fair value, conmencing June 30, 2001, and will be

marked to market in accordance with SFAS 133 thereafter. At March 31, 2001 the callable
warrants have been presented as additional paid in capital in these financial statenents.
At March 31, 2001 the conpany has sufficient authorized share capital assuming a lint to
t he nunber of shares issuable equal to the nunber of shares that woul d have been required
to settle the warrants on Septenber 30, 2000, in accordance with the transition provisions
of EITF 00-19.

3. CONCENTRATI ON OF CREDI T RI SK

Fi nanci al instrunments, which potentially subject the Conpany to concentrations of credit

ri sk, consist principally of cash and cash equival ents and trade receivables. The Conpany
performs ongoing credit evaluations of its custoners and maintains all owances for

potential credit |osses.

An ampunt owi ng of $295,499 from one custoner represented 62.2% of the gross accounts
recei vabl e bal ance at March 31, 2001. An anount ow ng of $489,417 from one custoner
represented 43. 1% of the gross accounts receivabl e bal ance at Decenber 31,2000. No ot her
custoners represented greater than 10% of the total balance in any period presented.

4. CONVERTI BLE DEBENTURES AND ACCRUED | NTEREST
[a] APRIL 3, 2000 CONVERTI BLE DEBENTURE

The followi ng table sumuarizes the activity under the agreenent:

March 31, 2001 Decenmber 31, 2000

8% Convertible notes, maturing March 31, 2002 (a)

Princi pal $ 2,175,000 $ 2,200, 000
Prepayment prem um 326, 250 330, 000
I nt er est 175, 700 132, 000

$ 2,676,950 $ 2,662, 000

3% Converti bl e debentures, maturing Decenber 31, 2003 (b)

Pri nci pal $ 500, 000 $ -
Debt di scount (289, 258) -
Unanorti zed beneficial conversion feature (177, 286) -

8
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(a)

(b)

Accrued interest 3, 000 -

On January 12, 2001, one of the convertible note holders exercised their right to put
$500, 000 of the notes back to the conpany. The Conpany el ected not to prepay this
portion of the notes, and on January 22, 2001 the note hol der obtained the right to
convert the $500, 000 plus accrued interest into common shares of the Conpany.

On February 6, 2001, one of the note holders converted principal of $25,000, the
rel ated prepaynent prem um plus accrued interest into 67,508 comopn shares.

On March 5, 2001, one of the convertible note holders exercised their right to put
$250, 000 of the notes back to the conpany. The Conpany el ected not to prepay this
portion of the notes, and on March 15, 2001 the note hol der obtained the right to
convert the $250, 000 plus accrued interest into common shares of the Conpany.

On January 19, 2001, the Conpany entered into a Securities Purchase Agreenment with
unaffiliated investors to issue $0.5 mllion of unsecured 3% convertibl e debentures
(“debentures”), and 4-year warrants (“warrants”).

The debentures mature on Decenber 31, 2003 and are convertible into conmon shares upon
the earlier to occur of March 25, 2001, or the effective date of the registration of
the shares issuable upon conversion of the debentures and exercise of the warrants.
The maxi mum and m ni nrum conversi on prices for the debentures are $1.00 and $0.50
respectively. The actual conversion price of the debentures will be determ ned upon
recei pt of a conversion notice and will be the |lesser of (a) the maxi mum conversion
price, or (b) 80%of the 2 | owest closing prices of the Conpany’s common shares during
the 10 trading days prior to the date of conversion, but in no case | ess than the

m ni mum conversion price. Interest accrues on the debentures at the rate of 3% per
annum and is payabl e on each conversion date, at the end of each cal endar quarter and
at maturity. Interest may be paid in the formof cash or shares at the Conpany’s

opti on.

The warrants were issued on a pro-rata basis, with each note hol der receiving one
Series A warrant for each dollar of debentures purchased and three Series B warrants
for each five dollars of debentures purchased. The exercise price of the warrants is
$1. 00 per share for the Series A warrants and $2.00 per share for the Series B
warrants. The warrants pernit the holders to acquire up to an aggregate of 800, 000
common shares at any tinme up to January 31, 2005.

The maxi mum and ni ni nrum conversion prices of the debentures and the exercise price of
the warrants are subject to adjustment upon the happening of certain events, such as
the payment of a stock dividend, a stock split, a corporate nerger or spin-off, or the
i ssuance of securities at a price below the conversion price.

On April 4, 2001, the Conpany filed an effective registration statenment covering the
common shares issuable on exercise of the warrants, the common shares underlying the
converti bl e debentures, and the conmon shares issuable, if any, in paynent of interest
on the debentures.

The gross proceeds of $500, 000 have been allocated to the convertibl e debenture and
the Series A and B warrants based on the relative fair value of each security at the
time of issuance. Accordingly, $190,000 was allocated to the notes and $310, 000 was
allocated to the Series A and B warrants in aggregate. The fair value of the warrants
was estinmated using the Bl ack-Schol es option pricing nodel.

The ternms of the convertible debenture provide the holders with an in-the-noney
vari abl e conversion rate. A beneficial conversion feature on the convertible debenture

9
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of $190, 000 has been recognized, and will be subject to re-neasurenent each reporting
period until conversion, extinguishment or maturity.

The beneficial conversion feature and the debt discount are subject to accretion over
the termto maturity of the debenture.

5. SHARE CAPI TAL

The Conpany is authorized to issue up to 50,000,000 shares of common stock and 5, 000, 000
shares of preferred stock. On January 18, 2001, the Conpany issued 10,000 commopn shares in
exchange for consulting services. The transaction was recorded at a fair value of $9,690
for the conmmon shares based on the closing stock price on the date of the agreement. On
January 19, 2001, the Conpany issued warrants to purchase 800,000 common shares as
described in Note 4[b]. The fair value of the warrants issued, net of financing costs,
amounted to $298,778 and was recorded as an increase to additional paid-in capital. On
February 6, 2001, the Conpany issued 67,508 common shares pursuant to a conversion notice
recei ved under the April 3, 2000 convertible debenture as discussed in Note 4[a].

6. SEGVENTED | NFORMATI ON

SFAS No. 131, Disclosure about Segnents of an Enterprise and Related Infornmation, requires
a public business enterprise to report financial and descriptive information about its
reportabl e operating segnments. The Conpany has concluded that its business activities fal

into one identifiable industry segnent with the followi ng sources of revenue:

For the three npbnths ended

Mar 31, 2001 Mar 31, 2000
Services to Public Conpanies $ 430, 425 $ 738,076
Fi nanci al Tool s and Cont ent 110, 358 -
E- busi ness 564,576 298, 131
$ 1,105, 359 $ 1,036, 207

During the first three nonths 2001, the Conpany had one custoner from whom revenue

recei ved by the Conpany represented approximtely 47% of total revenue. During the first
three nonths 2000, the Conpany had two custoners from whomrevenue received by the Conpany
represented approxi mately 24% of total revenue. No other custoners represented greater

t han 10% of revenue.

7. LITIGATI ON

The Conpany is currently involved in litigation with a custoner to collect amunts ow ng
pursuant to a contract entered into in Septenber 2000. The defendant provided a $100, 000
deposit and contracted the Conpany to provide certain |ead generation services. The
Conpany delivered the requested services throughout October and Novenber 2000; however,
the defendant defaulted on all additional paynents. The Conpany is suing the defendant for
t he $351, 000 bal ance owi ng, plus interest and costs. The defendant has filed a statenent
of defense and counterclaimto recover the $100, 000 deposit. No court date has been set at

this time. Although nanagenment currently believes the outcome of the litigation will be in
the Conpany’s favour, the results of litigation are inherently uncertain, and an adverse
outcone is possible. The Conpany has provided for a full allowance of the anpunt to be
coll ected, and any settlenent or final award will be reflected in incone as the litigation

is resol ved

Item 2. Management's Discussion and Analysis of Financial Condition and Results Of Operations

RESULTS OF OPERATI ONS — THREE MONTHS ENDED MARCH 31, 2001 AND MARCH 31, 2000

10
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The first quarter of 2001 has denonstrated the effectiveness of the Conpany’s efforts
undertaken | ast year and during this quarter. Qur | oss fromoperations for the quarter of
$0.3 mllion ($0.04 per share) is the Conpany’'s best quarterly perfornmance since 1998, and
a dramatic inprovenment over our nost recent quarterly |losses. Stockgroup believes it is
now poi sed to leverage its infrastructure and expertise in 2001 and conplete the return to
profitabl e operations.

Revenue and Gross Profits
Total revenues in the first quarter of 2001 were $1.1 million conpared to $1.0 million in
2000, an increase of $0.1 mllion, or 6.7% The conpany’s historical business of Services
to Public Conpanies decreased conpared to |last year, shrinking from$0.7 mllion in 2000
to $0.4 million in 2001, a decrease of $0.3 million or 41.5% Mich of this decrease is
attributed to the decrease in public conpany Investor Relations spending caused by the
recent market volatility. G owh in revenue and conpensation for reductions in Services to
Publ i ¢ Conpani es cane fromthe conpany’s two new sources of revenue, both an outgrowh of
the Service to Public Conpani es business. Financial Tools and Content increased by
$110, 358 in 2001, while E-business increased $266, 445.

Gross profits in 2001 were $0.7 mllion conpared to $0.6 mllion in 2000, an increase of
$39, 343, or 6.2% Goss profits increased marginally because of the npdest increase in
sal es.

St ockgroup believes revenues fromthe Services to Public Conpanies will grow in 2001. Not
only does the Conpany continue to add tools and content to inprove its product offering,

it is also continuously finding new ways to | everage its successful website. Stockgroup’s
busi ness devel opnment department is always on the | ookout for strategic opportunities,
prime exanpl es being the startup of the Conpany’ s Financial Tools and Content business in
November, a special Ol and Gas suppl enent |aunched in March 2001, and the Integrat-IR, an
automated Internet disclosure tool |aunched in March 2001 that hel ps public conpanies
conply with SEC Internet continuous disclosure requirenents. Stockgroup will continue to
conpl ement the growi ng popularity of its Services to Public Conpanies products by entering
new strategi c areas.

While the revenue from Financial Tools and Content represents |less than 10% of sales in
the first quarter of 2001, this is an increase over the 3% of sales it represented | ast
year. This is a growi ng source of revenue that is expected to become a significant Iine of
busi ness as 2001 progresses. Stockgroup started providing tools and content to other
conpani es’ websites and intranets late in Novenber 2000, using direct and channel sales
through Internet syndicators. Each custonmer the Conpany secures typically signs a twelve-
nonth contract in addition to the start-up fees, providing an on-going revenue streamt hat
is continuously building. At March 31, 2001, the Conpany had signed contracts worth $0.5
mllion in future revenues. The Conpany’s Financial Tools and Content market and its
Services to Public Conpanies market both benefit from continuous recurring revenues
derived froma comon technol ogy base.

E- busi ness revenue for the first quarter of 2001 was mainly derived fromwrk on a
financial |easing hub for the conpany’s client, OnMark, secured late |ast year. This
contract is due to be conpleted in April 2001. Stockgroup was able to capitalize on
opportunities in this area because of the expertise it devel oped in building and

mai ntaining its own destination website. The Conpany plans to pursue further business
opportunities in this area, as it is highly conpatible with the skills and conpetencies
devel oped in building and nmaintaining revenues in the Services to Public Conpani es and
Fi nanci al Tools and Content areas.

Oper ati ng Expenses

Total operating expenses in the first quarter of 2001 were $0.9 million conpared to $2.2
mllion in 2000, a decrease of $1.3 million or 57.6% Stockgroup was able to make
significant reductions in all areas of expenditures during the quarter, w thout reducing

11
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its ability to earn revenues. Stockgroup will continue to keep expenses as | ow as possible
as it grows its revenues in an effort to achieve profitable operations later in 2001

Sal es and Marketing expenses were $0.2 mllion in the first quarter of 2001 conpared to
$1.2 million in 2000, a decrease of $1.0 mllion or 82.5% These reductions are a result
of the Conpany’s decision late in the third quarter of 2000 that it would be beneficial to
change to a strategy of using fewer, nore conpetent resources concentrated in fewer

mar ket's, thus achieving increased effectiveness and econom es. Stockgroup expects these
ongoi ng reductions to have a continuing beneficial effect on costs in this area in future
quarters of 2001.

Product Devel opnent expenses in the first quarter of 2001 were $0.1 mllion conpared to
$0.2 mllion in 2000, a decrease of $0.1 mllion or 43.5% The decreases in this area were
a result of cost reduction efforts as described in the previous paragraphs.

General and Adm nistrative expenses in the first quarter of 2001 were $0.6 mllion
conpared to $0.9 mllion in 2000, a decrease of $0.3 mllion, or 26.4% The decreases in
this area were a result of cost reduction efforts as described in the previous paragraphs.

O her I ncone (Expense) and | ncone Taxes
Interest income in the first quarter of 2001 was $1,591 conpared to $16,989 in 2000, a
reducti on of $15,398 or 90.6% Interest is earned on short terminvestnents of avail able
cash, so the reduction is in line with |ower cash levels in 2001 conpared to 2000.

Interest expense was $0.1 million in 2001 conpared to $0 in 2000, an increase of $0.1
mllion. OF this anmpbunt, only $6,606 was actually paid in cash; a further $46,700 is the

actual amount that has accrued and will be payable in cash or shares upon redenption or
conversion of the bal ance of the outstanding convertible notes. The renmaining $0.05
mllion in interest expense is deened interest recorded as a result of the particular
nature of the January 19, 2001 $0.5 million convertible debenture’'s conversion formnula
which entitles the holder to an in-the-noney conversion rate. Due to the variable nature
of the conversion feature, the effective interest will continuously be re-neasured as the

Conpany’s stock price changes, until conversion or maturity of the notes.

Due to its net |oss position, the Conpany did not incur tax in 2000. As at the nobst recent
year end, Stockgroup had tax loss carry forwards of $6,718,000 in Canada which expire in
2006 and 2007, and tax loss carry forwards of $2,306,000 in the U S. which expire in 2019
and 2020.

The net loss for the first quarter of 2001 was $0.3 mllion conpared to a |loss of $1.6
mllion in 2000, a decrease in losses of $1.3 million or 78.3% This decrease in |osses
was a result of cost reduction efforts as described above. Allowing for the effect of non-
cash and unusual itens previously discussed above, managenent believes profitability is
within reach in 2001.

LI QUIDI TY AND CAPI TAL RESOURCES

St ockgroup ended the first quarter of 2001 with cash and cash equival ents of $198, 854, a
reducti on of $139,594 fromthe previous quarter. This conpares favorably with cash usage
of $402, 262 and $1,895,597 in the previous two quarters respectively. In keeping with this
downward pattern in cash usage, the Conpany has set a corporate goal of achieving positive
cash flow and profitable operations in 2001. Although the Conpany expects to achieve this
wi t hout further need for financing, it may require such financing before it is able to
achieve this goal. Additionally, it will still pursue financing in order to grow the

busi ness to the greatest possible extent. In the first quarter of 2000 Stockgroup ended
with cash and cash equival ents of $609, 208.
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St ockgroup expects that increasing revenues resulting fromcurrent operations, conbined

with the fact that start-up costs are substantially conplete, will reduce use of cash
goi ng forward. However, there can be no assurance that revenue will increase or that costs
will be | ower going forward. In addition, cash levels nay be insufficient if the Conpany

responds to a prepaynent demand from certain of the notehol ders by naking a cash
prepaynment, rather than electing to have the notehol ders convert a portion of their
convertible notes into shares of comopn stock. To the extent that either of these
possibilities seriously depletes cash |evels, the Conmpany nmay need to seek additiona
capital. If it does, there can be no assurance that it will be successful in raising a

suf ficient anount of additional capital or in internally generating a sufficient amunt of
capital to neet long-termrequirenents. If the Conpany is unable to generate the required
anmopunt of additional capital, its ability to nmeet obligations and to continue operations
may be adversely affected.

CORPORATE DEVELOPMENTS DURI NG THE PERI OD

A synopsis of corporate highlights for 2000 is as foll ows:

1. On January 19, 2001, Stockgroup closed a $0.5 million financing froma group of
unaffiliated investors pursuant to a Securities Purchase Agreenent. The funding
included $0.5 million of 3% Convertibl e Debentures and 4-year warrants. The warrants

were issued on a pro-rata basis, with each debenture-holder receiving 1 Series A
warrant for each dollar of debentures purchased and 3 Series B warrants for each
five dollars of debentures purchased. The debentures mature on Decenber 31, 2003 and
are convertible into cormon shares upon the earlier to occur of March 25, 2001, or
the effective date of the registration of the shares issuable upon conversion of the
debentures and exercise of the warrants.

The full details of this financing, including all relevant docunents, were filed in
a Form 8K on January 30, 2001 and can be vi ewed therein.

2. During the first quarter of 2001, Stockgroup integrated a variety of financia
sol utions for new Financial Tools and Content custoners including the US Navy,
Uni sys, Lancaster Media, Prine Vest and Conseco's Internet/Intranet sites.
St ockgroup. com provi des these sites with its proprietary financial tools, including
del ayed and real -tinme quotes, interactive charting and customni zable portfolios.
These products are licensed to clients and delivered in a private-|labeled fornmat to
the specifications of the custoner.

3. On February 7, 2001, Stockgroup’s CEO, Marcus New was recogni zed as one of
Vancouver's Top 40 under 40 busi ness people, as judged by Business in Vancouver
magazi ne. He was recognized formally at a function held on February 7th 2001
al ongsi de his other 40 under 40 peers.

4. On February 13, 2001, Stockgroup announced it had signed a distribution agreenent
with COMTEX News Network (OTCBB: CMIX), a |eading business-to-business infomediary,
to provide COMIEX' distribution channel with tinmely small cap financial news and
commentary. Stockgroup.comw |l provide COMIEX with news, comentary, and anal ysis
on the small cap public markets witten by their team of financial reporters and
columists, who wite for the |eading small cap financial web site,
www. srmal | capcenter.com Included in the content distribution are
www. srmal | capcenter. com features 'Industry News', which focuses on industry sectors
in the small cap space, 'Market Report', a general recap of the day's market
activity fromthe small cap market perspective, and 'Small cap Movers' -- a feature
that focuses on the day's biggest novers in the small cap markets. This relationship
wi th COMTEX provides Stockgroup.comwi th an effective channel to deliver our
proprietary financial content to a broad audi ence of users who want to be kept up to
speed on the snmall cap markets.
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DESCRI PTI ON OF BUSI NESS MODEL
GENERAL

St ockgroup. com Hol di ngs I nc. (“Stockgroup” or the “Conpany”) is a financial nmedia and
t echnol ogy conpany.

As an Application Solution Provider, Stockgroup devel ops custom private |abeled financia
communities for nedia, brokerages, and financial services conpanies. Its proprietary
technol ogi es enabl e conpanies to provide news and data streans conmbined with cutting edge
fundamental, technical, and productivity tools to their customers. Stockgroup.comis also
a |l eading provider of Web site devel opment and Internet marketing services to small and
m cro cap conpani es.

St ockgroup’s suite of financial tools and contents provides its custoners with:

O Real-tinme stock quotes on mmjor U S. exchanges;

O North American 20-ninute del ayed stock quotes and indices;

O Wreless North Anerican stock quotes and indices;

O Portfolio managenent, live portfolio updates and wirel ess portfolio updates;

O Mst active stock updates and wi rel ess updates;

O Daily winners/losers updates and wirel ess updates; and,

O Conpany profiles, stock screening (investnment data) and technical analysis.

In addition, Stockgroup is a |eading online provider of financial news and information
services, dissem nated fromoffices in San Franci sco, Toronto, and Vancouver. Stockgroup’s
Internet Wb site, www. snmal | capcenter.com is a state-of-the-art online research center
for the small cap investor or anyone interested in the small cap sector. Interested

i ndi vidual s can opt-in to Stockgroup’s services and information by conpleting a free
online registration.

In addition to the Financial tools and content |isted above, sone of the features

avail able to nenmbers of Stockgroup’s free opt-in community at www. snmal | capcenter.com
i ncl ude:

O Mrket news froma wi de range of data providers

O Stockgroup’s proprietary Small Cap news

O Financial tools and analytical charts

O Stockscores to assist in ranking all public stocks using a variety of nethods
O Small cap express newsletter and News hot |ine

Q |Investor market place

CORPORATE OVERVI EW AND BACKGROUND

St ockgroup was incorporated under the | aws of Col orado on Decenber 6, 1994 under the nane
| -Tech Hol di ngs Group, Inc. (“I-Tech”), a United States non-operating conpany registered
on the NASD OTC Bul l etin Board. The financial statenments and supporting information in
this report are issued under the nane of Stockgroup but are a continuation of the
financial statenments 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. This transaction
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is considered a recapitalization of SRG for accounting purposes and an acqui sition of

St ockgroup by SRG Accordingly, the transacti on has been accounted for as a purchase of
the net assets of Stockgroup by SRG however Stockgroup continues as the remaining | ega
entity. Prior to the reverse acquisition, between 1995 and 1999, SRG had carried on active
operations based on the business nodel described bel ow, which nodel has al so been
continued since the reverse acquisition.

St ockgroup operates offices in Vancouver, San Francisco, and Toronto. Stockgroup was
created as a technol ogy and nedi a conpany that devel oped Internet financial tools, content
and nmedia forums that assist individual investors with information about small cap
conpani es. Stockgroup defines “small cap” as publicly traded conpanies with |less than $750
mllion market capitalization. Fromits original website, www. Stockgroup.com the Conpany
used its experience and the funds froma private placenment in spring 1999 to |launch a nore
full -service website at www. snmal | capcenter.com This new website, |aunched in October

1999, included unbiased proprietary news and tools for the North American small cap

mar ket . www. smal | capcenter.comis distinct in the financial news industry in that it
supplies information on al nost 8,000 snaller public conpanies not generally reported by
other sites in addition to information on |arger public conpanies, meking

www. srmal | capcenter. com a conprehensive website that offers informati on on nost public
conpanies in North Anerica. Throughout 1999 and the first six nonths of 2000, the Conpany
enhanced its ww. snmal | capcenter.com website and its tools and content.

The Conpany’s conmunity on www. smal | capcenter. com has provided a foundation for growth
because of the targeted, opt-in subscriber base (making it appealing to advertisers and
corporate clients) and the recurring, contractual nature of revenues. Stockgroup inproved
its position in the Business to Business sector through a wider offering of services and
tools to small cap conpani es. Snmall capcenter.com has received recognition for its

useful ness and quality to a wi de range of users, and has becone a |aunching pad for the
newest sources of revenue for Stockgroup — Financial Tools and Content and E-business.
These new revenue sources are a |ogical extension of products and expertise Stockgroup
gai ned buil di ng and mai ntai ni ng ww. snmal | capcenter.com Stockgroup entered the Financia
Tool s and Content narket by syndicating, or licensing, financial tools and content to
websites that want to i nprove their content. The Financial Tools and Content market has
created opportunities for Stockgroup beyond its traditional core market of public small
cap conpanies, allowi ng the Conpany to sell to a wi de range of conpanies of all sizes. The
qual ity of www smal |l capcenter.com and the expertise gained in building and maintaining it
al so gave Stockgroup the credibility and exposure required to win Financial Tools and
Cont ent and E-business contracts with conmpani es that want a strong i nternet presence with
a financial focus.

PRODUCTS AND SERVI CES

In addition to maintaining the ww. smal | capcenter.com conmunity, Stockgroup now offers
three services including Services to Public Conpanies, Financial Tools and Content and E-
busi ness. These three lines of revenue have previously been described by the Conmpany in
its disclosure docunents as Busi ness-to-Busi ness Corporate Services, ASP Financial Tools
and Services, and Enterprise Financial Whbsite Devel opnent, respectively.

Services to Public Conpanies conprises the range of products and services that Stockgroup
offers to its small cap conpany clients through its nmonthly marketing and nai ntenance
prograns, in addition to the many products and services that are available through its
www. sial | capcenter. com website. In the nmonthly prograns, Stockgroup currently serves over
250 corporate clients, and for a nonthly fee offers thema one-stop solution for their
Internet corporate disclosure and corporate advertising requirenments. Clients typically
sign a twelve-nonth or |onger agreenent, and are featured on a Showcase section of the
website, thereby gaining exposure to small capcenter users. Subscribers to the nonthly

mai nt enance program whereby Stockgroup updates their websites with corporate information,
al so hel ps satisfy SEC and Canadi an securities requirenments for continuous disclosure on
the Internet. Managenent expects this area of business to growin light of recent SEC
pronouncenents requiring inmproved Internet disclosure for their registrants, which wll
cause an increase in the appeal of this offering. Revenues derived fromthe website

i ncl ude banner and button advertising on the website and on targeted conmunications to our
comunity, email access to our opt-in community of qualified investors, and Investor
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Mar ket pl ace where conpani es can be featured on a section of the website wi th guaranteed
results. The opt-in nature and the appealing denographi cs of Stockgroup’s online
smal | capcenter comunity have i nproved our ability to generate website revenues in the
past. Managenent expects this to continue in the future as we endeavor to maintain both
the quality and size of the community and the range of products we offer

Fi nanci al Tools and Content, |everaged from Service to Public Conpanies financial tool and
content products, is ainmed at any conpany that wi shes to add financial news, tools, narket
data and in depth fundanmental and technical analysis to their Wb site. In its direct

sal es and through channel agreenents, Stockgroup has already nmade sales to a wide array of
custoners including governnent agencies, |arge corporation Intranets and websites,

i nternet conpani es, financial services conpanies and nedia conpanies. In addition to the
wi de array of custonmers Stockgroup has access to through channel agreenents with

syndi cators, possible custoners include the 5, 000 full service brokers in North Anerica.
The Financial Tools and Content nodel is attractive because it is a conprehensive and

i nexpensive alternative to in-house devel opment or partnership. It is a strong source of
revenue for Stockgroup because of the recurring, annuity nature of the revenue streans,
which are typically generated through 12-nmonth contracts that renew annually. O her
potential custoners include but are not linmted to insurance and trust conpani es,

financial news publications, and investor relations firms. Since |aunching Financial Tools
and Content products, during the second half of 2000 new Fi nanci al Tools and Content
custoners include major technol ogy, banking, and insurance clients.

E- busi ness offers data aggregati on and nanagenent, system design and devel opnent,

t echnol ogy devel opnent and proj ect nmanagenent to business custoners. Mre involved than
the Fi nancial Tools and Content nodel, Stockgroup began offering E-business late in 1999.
These custonmers need conpleted solutions to their Web presence and have chosen Stockgroup
because of its expertise in the devel opment and mai ntenance of Web sites that require the
i ncorporation of financial technology, content and nedia. The Conpany believes it has
beconme efficient and effective in the devel opment of these types of sites owing to five
years of financial tool and Web site devel opment. One of Stockgroup’s conpetitive
advantages is the ability to devel op conprehensive solutions using proprietary tools in a
conpressed tinme frane.

Rapid technol ogical change, new product developnent and evolving industry standards
characterize our industry. Inherent in our business are various risks and uncertainties,
including a limted operating history, a new and unproven business nodel and the linited
hi story of comrerce on the Internet. Qur success may depend in part upon the energence of
the Internet as a comrunications nedium prospective product devel opnment efforts and the
acceptance of our products and services by the marketplace. As part of our strategic
devel opnent plans, we invest significant resources in research and devel opnent of new
products and services.

As of March 31, 2001 the conpany had 52 enpl oyees, of whom 50 were full tine and 2 were
part tine.

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 Conmpn
Stock for the three-nonth period ending March 31, 2001. These prices represent quotations
bet ween deal ers without adjustnent for retail markup, nmarkdown or commi ssion and nmay not
represent actual transactions.

Quarter Ending: Hi gh Low Vol une

March 31, 2001 $ 1.000 $ 0.375 1, 005, 700

On March 31, 2000, the Conpany had 32 regi stered sharehol ders owni ng 8,545, 184 shares.

Dl VI DENDS
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The Conpany has not decl ared any divi dends since inception, and has no intention of paying
any cash dividends on its Conmon 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
Directors and will depend, anobng other things, upon the Conpany's earnings, its capital
requi renments and its financial condition, as well as other relevant factors.
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Part II. OTHER INFORMATION

Item 1. Legal Proceedings

Stockgroup filed a statenent of claimin the Suprene Court of British Colunbia on January
3, 2001, against Pacific Capital Markets Inc., Janes King, Rick Jeffs, and Heidi Hirst.

St ockgroup is suing Pacific Capital Markets Inc. for $351,180 due to Stockgroup under a
sal es contract signed with Pacific Capital Markets Inc. on Septenber 20, 2000. Stockgroup
is suing the individuals nanmed above, who are namnagers of Pacific Capital Mrkets Inc.
for general damages for msrepresentation. Stockgroup is seeking paynent of the $351, 180
owi ng, plus interest, danmages, costs and such further and other relief as deened suitable
by the court.

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

Item 2. Changes in Securities and Use of Proceeds

On January 19, 2001, Stockgroup.com entered into a Securities Purchase Agreenent pursuant
to which it obtained $0.5 mllion. This transaction is fully described in Note 4[b] to the
financial statenents, included herein. Other equity transactions for the period are fully
described in Note 5 to the financial statements, included herein.

Item 6. Exhibits and Reports on Form 8K
(a) Reports on Form 8-K

On January 30, 2001, the Conpany filed an 8K regarding the convertible
debenture issued on January 19, 2001. This issuance is described conpletely in
Note 4[b] to the financial statenents included herein.

SIGNATURES

In accordance with the requirenents 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)

Date: May 9, 2001 By: [/s/ Lindsay Myle, CGA

Chi ef Financial O ficer, Secretary & Treasurer

</ TEXT>

</ DOCUMENT>

</ SEC- DOCUMENT>

----- END PRI VACY- ENHANCED MESSAGE- - - - -
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