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AS FILED WITH THE SECURITIES AND EXCHANGE COMMISSION ON MAY 29, 1998 REGISTRATION NO.
333-

SECURITIES AND EXCHANGE COMMISSION WASHINGTON, D.C. 20549
FORM S-1 REGISTRATION STATEMENT UNDER THE SECURITIES ACT OF 1933
MULTEX SYSTEMS, INC. (EXACT NAME OF REGISTRANT AS SPECIFIED IN ITS CHARTER)

DELAWARE 7375 22-3253344
(STATE OR OTHER (PRIMARY STANDARD INDUSTRIAL (I.R.S. EMPLOYER
JURISDICTION OF CLASSIFICATION CODE NUMBER) IDENTIFICATION NUMBER)
INCORPORATION OR
ORGANIZATION)

33 MAIDEN LANE, 5TH FLOOR NEW YORK, NEW YORK 10038 (212) 859-9800 (ADDRESS, INCLUDING
ZIP CODE, AND TELEPHONE NUMBER, INCLUDING AREA CODE, OF REGISTRANT'S PRINCIPAL
EXECUTIVE OFFICES) ISAAK KARAEV PRESIDENT AND CHIEF EXECUTIVE OFFICER MULTEX SYSTEMS,
INC. 33 MAIDEN LANE, 5TH FLOOR NEW YORK, NEW YORK 10038 (212) 859-9800 (NAME, ADDRESS,
INCLUDING ZIP CODE, AND TELEPHONE NUMBER, INCLUDING AREA CODE, OF AGENT FOR SERVICE)

COPIES TO:
ALEXANDER D. LYNCH, ESQ. JOHN A. BURGESS, ESQ.
BRIAN B. MARGOLIS, ESQ. JOSEPH E. MULLANEY III, ESQ.
BROBECK, PHLEGER & HARRISON LLP HALE AND DORR LLP
1633 BROADWAY, 47TH FLOOR 60 STATE STREET
NEW YORK, NEW YORK 10019 BOSTON, MASSACHUSETTS 02109
(212) 581-1600 (617) 526-6000

APPROXIMATE DATE OF COMMENCEMENT OF PROPOSED SALE TO THE PUBLIC: AS SOON AS PRACTICABLE
AFTER THE EFFECTIVE DATE OF THIS REGISTRATION STATEMENT. IF ANY OF THE SECURITIES BEING
REGISTERED ON THIS FORM ARE TO BE OFFERED ON A DELAYED OR CONTINUOUS BASIS PURSUANT TO
RULE 415 UNDER THE SECURITIES ACT OF 1933, CHECK THE FOLLOWING BOX. [_] IF THIS FORM IS
FILED TO REGISTER ADDITIONAL SECURITIES FOR AN OFFERING PURSUANT TO RULE 462(B) UNDER
THE SECURITIES ACT, PLEASE CHECK THE FOLLOWING BOX AND LIST THE SECURITIES ACT
REGISTRATION STATEMENT NUMBER OF THE EARLIER EFFECTIVE REGISTRATION STATEMENT FOR THE
SAME OFFERING. [_] IF THIS FORM IS A POST-EFFECTIVE AMENDMENT FILED PURSUANT TO RULE
462(C) UNDER THE SECURITIES ACT, CHECK THE FOLLOWING BOX AND LIST THE SECURITIES ACT
REGISTRATION STATEMENT NUMBER OF THE EARLIER EFFECTIVE REGISTRATION STATEMENT FOR THE
SAME OFFERING. [_] IF THIS FORM IS A POST-EFFECTIVE AMENDMENT FILED PURSUANT TO RULE
462(D) UNDER THE SECURITIES ACT, CHECK THE FOLLOWING BOX AND LIST THE SECURITIES ACT
REGISTRATION STATEMENT NUMBER OF THE EARLIER EFFECTIVE REGISTRATION STATEMENT FOR THE
SAME OFFERING. [_] IF DELIVERY OF THE PROSPECTUS IS EXPECTED TO BE MADE PURSUANT TO
RULE 434, PLEASE CHECK THE FOLLOWING BOX. [_1]

CALCULATION OF REGISTRATION FEE

TITLE OF EACH CLASS OF  PROPOSED MAXIMUM
SECURITIES TO BE AGGREGATE OFFERING AMOUNT OF
REGISTERED PRICE(1)(2) REGISTRATION FEE(2)

COMMON STOCK, PAR VALUE $.01 PER SHARE........ $51,750,000 $15,267 (1) INCLUDES SHARES
OF COMMON STOCK WHICH THE UNDERWRITERS HAVE THE OPTION TO PURCHASE FROM THE COMPANY
SOLELY TO COVER OVER-ALLOTMENTS, IF ANY. (2) ESTIMATED SOLELY FOR THE PURPOSE OF
COMPUTING THE AMOUNT OF THE REGISTRATION FEE PURSUANT TO RULE 457(A) UNDER THE
SECURITIES ACT OF 1933, AS AMENDED.

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR DATES AS MAY
BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL FILE A FURTHER
AMENDMENT WHICH SPECIFICALLY STATES THAT THIS REGISTRATION STATEMENT SHALL THEREAFTER
BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8(A) OF THE SECURITIES ACT OF 1933 OR UNTIL
THE REGISTRATION STATEMENT SHALL BECOME EFFECTIVE ON SUCH DATE AS THE COMMISSION,
ACTING PURSUANT TO SECTION 8(A), MAY DETERMINE.
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+INFORMATION CONTAINED HEREIN IS SUBJECT TO COMPLETION OR AMENDMENT. A
+REGISTRATION STATEMENT RELATING TO THESE SECURITIES HAS BEEN FILED WITH THE
+SECURITIES AND EXCHANGE COMMISSION. THESE SECURITIES MAY NOT BE SOLD NOR MAY
+0FFERS TO BUY BE ACCEPTED PRIOR TO THE TIME THE REGISTRATION STATEMENT
+BECOMES EFFECTIVE. THIS PROSPECTUS SHALL NOT CONSTITUTE AN OFFER TO SELL OR
+THE SOLICITATION OF AN OFFER TO BUY NOR SHALL THERE BE ANY SALE OF THESE
+SECURITIES IN ANY STATE IN WHICH SUCH OFFER, SOLICITATION OR SALE WOULD BE
+UNLAWFUL PRIOR TO REGISTRATION OR QUALIFICATION UNDER THE SECURITIES LAWS OF
+ANY SUCH STATE.
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PROSPECTUS
SHARES
[LOGO]

COMMON STOCK

ALL OF THE SHARES OF COMMON STOCK OFFERED HEREBY ARE BEING SOLD BY MULTEX SYSTEMS, INC.
("MULTEX"™ OR THE "COMPANY"). PRIOR TO THE OFFERING, THERE HAS BEEN NO PUBLIC MARKET FOR
THE COMMON STOCK OF THE COMPANY. IT IS CURRENTLY ANTICIPATED THAT THE INITIAL PUBLIC
OFFERING PRICE WILL BE BETWEEN $ AND $ PER SHARE. SEE "UNDERWRITING" FOR A DISCUSSION
OF THE FACTORS TO BE CONSIDERED IN DETERMINING THE INITIAL PUBLIC OFFERING PRICE. THE
COMPANY HAS APPLIED TO HAVE THE COMMON STOCK APPROVED FOR QUOTATION ON THE NASDAQ
NATIONAL MARKET UNDER THE SYMBOL MLTX.

THE SHARES OFFERED HEREBY INVOLVE A HIGH DEGREE OF RISK. SEE "RISK FACTORS" COMMENCING
ON PAGE 5.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND
EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION NOR HAS THE
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION
PASSED UPON  THE ACCURACY  OR ADEQUACY OF THIS PROSPECTUS. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

PRICE TO UNDERWRITING PROCEEDS TO PUBLIC DISCOUNT (1) COMPANY (2)

PET ShaAT€. ' i ve ettt e ite e ieeeneneenennnnns $ $ $
TotaLl (B) ittt ettt $ $ $

(1) SEE "UNDERWRITING" FOR INDEMNIFICATION ARRANGEMENTS WITH THE SEVERAL UNDERWRITERS.
(2) BEFORE DEDUCTING EXPENSES PAYABLE BY THE COMPANY ESTIMATED AT $

(3) THE COMPANY AND CERTAIN STOCKHOLDERS HAVE GRANTED TO THE UNDERWRITERS A 30- DAY
OPTION TO PURCHASE UP TO ADDITIONAL SHARES OF COMMON STOCK SOLELY TO COVER OVER-
ALLOTMENTS, IF ANY. IF ALL SUCH SHARES ARE PURCHASED, THE TOTAL PRICE TO PUBLIC,
UNDERWRITING DISCOUNT, PROCEEDS TO COMPANY AND PROCEEDS TO OVER-ALLOTMENT SELLING

STOCKHOLDERS WILL BE $ , $ , $ AND $ , RESPECTIVELY. THE COMPANY WILL NOT RECEIVE ANY
OF THE PROCEEDS FROM THE SALE OF SHARES BY THE OVER-ALLOTMENT SELLING STOCKHOLDERS. SEE
"UNDERWRITING" AND "PRINCIPAL STOCKHOLDERS."

THE SHARES OF COMMON STOCK ARE OFFERED BY THE SEVERAL UNDERWRITERS SUBJECT TO PRIOR
SALE, RECEIPT AND ACCEPTANCE BY THEM AND SUBJECT TO THE RIGHT OF THE UNDERWRITERS TO
REJECT ANY ORDER IN WHOLE OR IN PART AND CERTAIN OTHER CONDITIONS. IT IS EXPECTED THAT
CERTIFICATES FOR SUCH SHARES WILL BE MADE AVAILABLE FOR DELIVERY ON OR ABOUT , 1998, AT
THE OFFICE OF THE AGENT OF HAMBRECHT & QUIST LLC IN NEW YORK, NEW YORK.

HAMBRECHT & QUIST BANCAMERICA ROBERTSON STEPHENS SALOMON SMITH BARNEY DAIN RAUSCHER
WESSELS A DIVISION OF DAIN RAUSCHER INCORPORATED , 1998

[COLOR ARTWORK TO BE PROVIDED]



CERTAIN PERSONS PARTICIPATING IN THIS OFFERING MAY ENGAGE IN TRANSACTIONS THAT
STABILIZE, MAINTAIN, OR OTHERWISE AFFECT THE PRICE OF THE COMMON STOCK, INCLUDING BY
ENTERING STABILIZING BIDS, EFFECTING SYNDICATE COVERING TRANSACTIONS OR IMPOSING
PENALTY BIDS. FOR A DESCRIPTION OF THESE ACTIVITIES, SEE "UNDERWRITING."

MULTEXNET(R) AND THE MULTEX LOGOS ARE REGISTERED TRADEMARKS AND SERVICE MARKS OF THE
COMPANY. MULTEXEXPRESS, MULTEX RESEARCH-ON-DEMAND, MULTEX INVESTOR NETWORK, MX INVESTOR
MAGAZINE AND THE MULTEX LOGO ARE TRADEMARKS AND SERVICE MARKS OF THE COMPANY. THIS
PROSPECTUS CONTAINS OTHER TRADE NAMES, TRADEMARKS AND SERVICE MARKS OF THE COMPANY AND
OF OTHER ORGANIZATIONS, ALL OF WHICH ARE THE PROPERTY OF THEIR RESPECTIVE OWNERS.

INFORMATION ON THE COMPANY'S WEB SITE SHALL NOT BE DEEMED TO CONSTITUTE A PART OF THIS
PROSPECTUS.

Prospectus Summary

The following summary is qualified in its entirety by the more detailed information and the
Consolidated Financial Statements and the Notes thereto appearing elsewhere in this Prospectus. The
Common Stock offered hereby involves a high degree of risk. See "Risk Factors." This Prospectus
contains forward-looking statements that involve risks and uncertainties. The Company's actual results
could differ materially from those discussed in the forward- looking statements as a result of certain

factors, including those set forth in "Risk Factors" and elsewhere in this Prospectus.

The Company

Multex is a leading provider of online investment research and information services designed to meet
the needs of institutional investors, investment banks, brokerage firms, corporations and individual
investors. The Company's services enable timely online access to over 500,000 research reports and
other investment information from more than 300 leading investment banks, brokerage firms and
third-party research providers worldwide, including Merrill Lynch, Morgan Stanley Dean Witter and
Goldman Sachs. More than 400,000 investors and financial professionals, including mutual funds
managers, portfolio managers, institutional investors, brokers and their clients, have access to the
Company's services. In addition to making its services available through its own Web sites, the
Company has established a number of strategic distribution relationships to reach the institutional
market, including relationships with Automatic Data Processing, Inc., Bloomberg L.P., Bridge
Information Systems, Inc., Dow Jones & Co. Inc. and Reuters Limited. To target the individual investor
market, the Company recently entered into an agreement with America Online, Inc. to serve as an
anchor tenant on the AOL Personal Finance channel, and intends to launch the Multex Investor
Network in 1998 to offer a wide range of research reports and other financial information to individual

investors.

In recent years, there has been substantial growth in the ownership and trading volume of equity and
fixed income securities worldwide. According to the Investment Company Institute, total financial
assets of U.S. households were $14.0 trillion at the end of 1995, and are expected to grow to over $22.5
trillion by the year 2000. The proliferation in equity ownership and trading activity has created a need
for more investment research and market information on the part of investors who seek higher returns



on their portfolios. Institutional investors are increasingly demanding access to commingled
investment research and other market information on a "real-time" basis in order to quickly find and
retrieve relevant research online. Conventional methods used to distribute investment research have
significant shortcomings, including the delay and expense incurred in printing and mailing research
reports in traditional paper format, the inability to control who receives and accesses such research,

and the expense of sorting, reviewing and distributing such reports manually.

The Company's services provide timely and efficient online access to a wide range of research reports
and other investment information from leading investment banks, brokerage firms and third-party
research providers worldwide. The Company's MultexNET service enables entitled institutional
investors to access investment research reports (including complete text, tables and charts) on a real-
time basis. MultexEXPRESS enables investment banks, brokerage firms and other financial institutions
to distribute their proprietary financial research as well as other corporate documents to their
employees and customers. Multex Research-On-Demand gives institutional investors, corporations and
individual investors the ability to access research reports on a pay-per-view basis from a majority of the
contributors to MultexNET. Key features of the Company's services include real-time or delayed
delivery of high-quality multimedia and rich-text research reports, advanced searching features,
customizable delivery options and easy-to-use viewing, printing, faxing, and e- mail options. The
Company recently began publishing MX Investor Magazine, an online investment magazine available
through the Company's home page on the World Wide Web, and intends to launch the Multex Investor
Network, which will offer a wide range of investment research services to the individual investor

market.

The Company's objective is to be the leading online investment research network for the financial and
investment community. The Company uses leading Internet technologies to provide a unique,
integrated platform for the efficient distribution of investment research and financial information
worldwide. Key elements of the Company's strategy include (i) providing the most comprehensive
investment research and information, (ii) continuing to expand its distribution channels, (iii) increasing
awareness of the Multex brand, (iv) extending the Company's global presence, (v) maintaining its

technological leadership and (vi) focusing on multiple revenue opportunities.

The Company was incorporated in Delaware in 1993. The Company's principal executive offices are
located at 33 Maiden Lane, 5th Floor, New York, New York 10038, and its telephone number at that
location is (212) 859-9800.

The Offering

Common Stock offered by the Company..... shares Common Stock to be outstanding after shares (1) the
Offering.....cccecveeriuiuruenen. Use of Proceeds........coceuiuiuinnnes Expansion of sales and marketing, ex- pansion of
international operations, capital expenditures, general corpo- rate purposes, including working cap-
ital, and possible acquisitions. See "Use of Proceeds." Proposed Nasdaq National Market symbol..
MLTX



Summary Consolidated Financial Data (In Thousands, Except
Per Share Data)

THREE MONTHS
YEAR ENDED DECEMBER 31, ENDED MARCH 31,
1995 1996 1997 1997 1998

CONSOLIDATED STATEMENT OF OPERATIONS DATA: Revenues........cccceeueuenee. $ 1,005 $ 2,647 $
6,014 $ 950 § 2,714 Gross profit......cceeeenenee 601 1,837 4,782 708 2,020 Loss from operations............
(5,520) (6,470) (8,162) (2,246) (1,573) Net 10SS.....ceeerrrrerrrrenns $(5,494) $(6,410) $(8,037) $(2,223)
$(1,644) Pro forma net loss per share (2)(3)....ccccoceuveereuence $ (0.92) $ (0.19) Pro forma weighted average
shares outstanding (2)(3)...... 8,694 8,874 MARCH 31, 1998 AS ACTUAL PRO FORMA(3)
ADJUSTED(3)(4)

CONSOLIDATED BALANCE SHEET DATA:
Cash and cash equivalents, and

marketable securities.................. $ 8,844 $ 8,844 $
Working capital..........coiiiiiiinn. 7,656 7,656

Total assets....ciiiiiiiiiiiininninnnnns 14,613 14,613

Deferred revenues..........cououveeeunnnn. 2,125 2,125
Redeemable preferred stock.............. 37,896 -—

Total stockholders' equity (deficit).... (28,460) 9,436

(1) Based on the number of shares of Common Stock outstanding on March 31, 1998. Excludes
1,399,335 shares of Common Stock issuable pursuant to stock options outstanding as of March 31,
1998 (of which options to purchase approximately 413,000 shares were then exercisable) with a
weighted average price of $0.60 per share. See "Management--1998 Stock Option Plan" and
"Description of Capital Stock--Options." (2) See Note 4 of Notes to Consolidated Financial Statements
for an explanation of the method used to determine the number of shares used to compute pro forma
net loss per share. (3) Gives effect to the Preferred Stock Conversion (as defined below). See Note 3 of
Notes to Consolidated Financial Statements. (4) As adjusted to give effect to the sale of shares of
Common Stock offered hereby at an assumed initial public offering price of $ per share, after deducting
the underwriting discount and the estimated offering expenses payable by the Company, and the

application of the net proceeds therefrom. See "Use of Proceeds" and "Capitalization."

Except as otherwise noted, all information in this Prospectus (i) reflects the automatic conversion of all
outstanding shares of the Company's Redeemable Preferred Stock (the "Preferred Stock") into an
aggregate of 7,240,741 shares of Common Stock (the "Preferred Stock Conversion") upon the
consummation of the offering; (ii) reflects the filing of an Amended and Restated Certificate of
Incorporation which, among other things, authorizes the issuance of "blank check" preferred stock
upon the consummation of the offering; and (iii) assumes no exercise of the Underwriters' over-
allotment option. Except as otherwise noted, the information in this Prospectus also reflects a one-for-
three reverse stock split of the Common Stock to be effected immediately prior to the offering (the

"Reverse Split"). See "Description of Capital Stock" and "Underwriting."



Risk Factors

This Prospectus contains forward-looking statements that involve risks and uncertainties. The
Company's actual results and the timing of certain events could differ materially from those contained
in the forward-looking statements as a result of certain factors, including those set forth below and
elsewhere in this Prospectus. In addition to the other information contained in this Prospectus, the
following risk factors should be considered carefully in evaluating the Company and making an

investment in the Common Stock offered hereby.

Risks Related to the Company's Operations

Limited Operating History; History of Losses; Anticipation of Continued Losses; Accumulated Deficit.
The Company commenced operations in April 1993 and its prospects must be considered in light of
the risks, expenses and difficulties frequently encountered by companies with limited operating
histories, particularly companies in the new and rapidly evolving market for the Internet and Internet
services, including the market for the electronic distribution of investment research. There can be no
assurance that the Company will ever be successful in addressing such risks, and the failure to do so
could have a material adverse effect on the Company's business, results of operations and financial
condition. The Company incurred net losses of $5.5 million, $6.4 million and $8.0 million for the years
ended December 31,1995, 1996 and 1997, respectively, and $2.2 million and $1.6 million for the
three months ended March 31, 1997 and 1998, respectively. Given the level of planned operating and
capital expenditures, the Company anticipates that it will continue to incur operating losses for the
forseeable future. There can be no assurance that operating losses will not increase in the future or that
the Company will ever achieve or sustain profitability on a quarterly or annual basis. The extent of
these losses will be contingent on, among other things, the timing and amount of the Company's
revenues and the Company's ability to control expenses. The Company has generated only limited
revenues to date and its ability to generate significant revenues is subject to substantial uncertainty.
The Company's historical growth in revenues may not be sustained and are not necessarily indicative
of future operating results. To the extent that revenues do not grow at anticipated rates, that increases
in operating expenses precede or are not subsequently followed by commensurate increases in
revenues or that the Company is unable to adjust operating expense levels accordingly, the Company's
business, results of operations and financial condition will be materially and adversely affected. At
March 31, 1998, the Company had an accumulated deficit of $24.0 million. See "Management's
Discussion and Analysis of Financial Condition and Results of Operations.”

Significant Fluctuations in Quarterly Results of Operations. The Company's quarterly revenues,
margins and results of operations have fluctuated significantly in the past and are expected to continue
to fluctuate significantly in the future. Causes of such fluctuations have included and may include,
among other factors, demand for the Company's services, the size and timing of both new and renewal
subscriptions, the number, timing and significance of new services introduced by the Company and its
competitors, the ability of the Company to develop, market and introduce new and enhanced services

on a timely basis, the level of service and price competition, changes in operating expenses, changes in



the mix of services offered, changes in the Company's sales incentive strategy, sharp declines in the
volume or price levels of securities transactions and general economic factors. Any one or more of
these factors could have a material adverse effect on the Company's business, results of operation and
financial condition, and makes the prediction of results of operations on a quarterly basis unreliable. As
a result, the Company believes that period-to-period comparisons of its historical results of operations

are not necessarily meaningful and should not be relied upon as any indication for future performance.

The Company's cost of revenues consists principally of distribution fees and royalties which fluctuate
depending upon the demand for the Company's services and fixed telecommunications costs. In
addition, a substantial portion of the Company's operating expenses is related to personnel costs,
marketing programs and overhead, which cannot be adjusted quickly and are therefore relatively fixed
in the short term. The Company's operating expense levels are based, in significant part, on the
Company's expectations of future revenues on a quarterly basis. If actual revenues on a quarterly basis
are below management's expectations, both gross margins and results of operations are likely to be
adversely affected because a relatively small amount of the Company's costs and expenses varies with

its revenues in the short term.

Due to the foregoing and other factors, it is possible that in some future quarter the Company's results
of operations will be below the expectations of public market analysts and investors. In such event, the
price of the Company's Common Stock would likely be materially adversely affected. See
"Management's Discussion and Analysis of Financial Condition and Results of Operations--Selected

Unaudited Quarterly Results of Operations."

Dependence on Research and Information Providers. The Company is dependent upon the continued
provision of high-quality investment research reports from investment banks, brokerage firms and
third-party research providers. Certain of these arrangements are not embodied in written contracts
and certain other of these arrangements can be terminated by the provider on short notice. At present,
approximately 60% of the Company's over 300 information providers permit the Company to offer the
research for sale after a certain embargo period, generally 15 days. The remaining information
providers do not permit such sales. Many of these information providers compete with one another
and, to some extent, with the Company for subscribers. None of the providers of research reports and
other information to the Company have arrangements to provide such research or information
exclusively to the Company. The loss of one or more significant information provider agreements
would decrease the research and other information which the Company can offer its users and could
have a material adverse effect on the Company's business, results of operations and financial condition.
Royalties payable to the Company's information providers to obtain distribution rights to research
reports included in Multex Research-On-Demand constitute a significant portion of the Company's
cost of revenues. If the Company is required to increase the royalties payable to such information
providers, such increased royalty payments would have a material adverse effect on the Company's
business, results of operations and financial condition. See "Business--Research and Information

Providers."



Certain leading investment banks, brokerage firms and third-party research providers are parties to
exclusive distribution arrangements with the Company's competitors, including First Call Corporation
("First Call") and The Investext Group ("Investext") (both of which are subsidiaries of Thomson
Financial Services, a leading worldwide provider of financial information services). Consequently, the
Company cannot provide its users with the investment research and other information provided by
such investment banks, brokerage firms and third-party research providers, which may put the
Company at a competitive disadvantage. In the event that additional investment banks, brokerage
firms and third-party research providers enter into such exclusive distribution arrangements or that
the Company is hindered in its ability to offer its own services due to the lack of content from such
investment banks, brokerage firms and third-party research providers, the Company's business, results
of operations and financial condition would be materially and adversely affected. See "Business--

Strategy" and "--Services."

The Company's proprietary software technology enables it to distribute a particular research report or
other financial information only to those users who have been authorized or entitled to access such
report by the information provider. The Company might inadvertently distribute a particular report to
a user who is not so authorized or entitled, which could subject the Company to a claim for damages by
the provider of the report or which could harm the Company's reputation in the marketplace, either of
which could have a material adverse effect on the Company's business, results of operations and

financial condition.

Emerging Market for Electronic Investment Research. The market for the online distribution of
electronic investment research has only recently begun to develop, is rapidly evolving and is
characterized by an increasing number of market entrants who have introduced or developed
electronic investment research distribution services by facsimile and over public and private networks,
online services and the Internet. As is typical of a rapidly evolving industry, demand and market

acceptance for new services are subject to a high level of uncertainty.

Because the market for the Company's services is new and rapidly evolving, it is difficult to predict with
any assurance the growth rate, if any, and size of this market. There can be no assurance that the
market for the Company's services will develop or that the Company's services will ever achieve market
acceptance. If the market fails to develop, develops more slowly than expected, or becomes saturated
with competitors; if the Company's services do not achieve market acceptance; or if pricing becomes
subject to significant competitive pressures, the Company's business, results of operations and financial

condition would be materially and adversely affected.

The Company's future results of operations will depend, in substantial part, on its ability to increase
the market acceptance of its services. The future viability of MultexNET will depend, among other
factors, on the ability of the Company to expand its direct and indirect sales and marketing channels,
to attract and retain high-quality research providers and to deliver its services across multiple delivery
platforms. The future viability of MultexEXPRESS will depend, among other factors, on the continued
desire of investment banks, brokerage firms and other information providers to distribute proprietary

investment research and company news over the Internet or through private networks to their



employees and customers. The future viability of Multex Research-On-Demand will depend, among
other factors, on the acceptance of the Internet as a medium for the purchase and distribution of
investment research, as well as on the Company's ability to build a direct and indirect sales force to sell
its services, to attract and retain high-quality information providers, and to develop and increase its
base of users. If the Company is unable to increase the number of users of MultexNET,
MultexEXPRESS and Multex Research-On-Demand or to attract and retain investment research
providers, the Company's business, results of operations and financial condition would be materially

and adversely affected. See "Business--Strategy" and "--Services."

The Company has distribution arrangements for its services with a number of third-party distributors,
including Bloomberg L.P. ("Bloomberg") and Reuters Limited ("Reuters"), distributors that are currently
generating revenues for the Company, and with America Online, Inc. ("America Online" or "AOL"),
Automatic Data Processing, Inc. ("TADP"), Bridge Information Systems, Inc. ("Bridge") and Dow Jones &
Co. Inc. ("Dow Jones"), distributors that are not currently generating revenues for the Company. The
Company's future results of operations will be affected by the extent to which customers of these third-
party distributors choose to subscribe to the various services provided by the Company. There can be
no assurance that the customers of these third-party distributors will continue to subscribe to the
Company's services or that such third-party distributors will continue to actively market such services.
If the Company is unable to retain and increase the utilization of its services by such customers, the
Company's business, results of operations and financial condition would be materially and adversely

affected. See "Business--Strategy" and "--Services."

Dependence on Strategic Distribution Relationships. The Company is dependent on its strategic
partners for the marketing and distribution of investment research reports and other information. To
date, the Company has entered into six principal strategic relationships: ADP, AOL, Bloomberg, Bridge,
Dow Jones and Reuters. There can be no assurance that the Company will be successful in entering into
additional strategic relationships, nor that any additional relationships, if entered into, will be on terms
favorable to the Company. The Company's receipt of revenues from its strategic relationships is
directly affected by the levels of effort of its partners. There can be no assurance that the Company's
strategic distributors will devote the necessary resources necessary to successfully market the
Company's services. Each of these distributors offers services, either of their own or from competitors
of the Company, which are in one or more respects competitive with the service offerings of the
Company. In addition, the Company's strategic distributors have the right to terminate their
agreements with the Company under certain circumstances, in some circumstances on short notice.
Furthermore, there can be no assurance that the Company will be able to renew such agreements when
they expire on acceptable terms, if at all. The failure of the Company to enter into additional strategic
distribution relationships, the failure of the Company's strategic distributors to devote the resources
necessary to effectively market the Company's services, a reduction or discontinuation of such efforts
by these distributors or the termination of these relationships could have a material adverse effect on
the Company's business, results of operations and financial condition. See "Business--Strategic

Distribution Relationships.”



Competition. The market for the electronic distribution of investment research and related services is
intensely competitive and such competition is expected to continue to increase. The Company believes
that its ability to compete will depend upon many factors, both within and beyond its control,
including continuing relationships with leading providers of investment research, the timing and
market acceptance of new services and enhancements to existing services developed by the Company
and its competitors, ease of use, performance, price, reliability, customer service and support, and sales
and marketing efforts. The Company's competitors vary in size and in the scope and breadth of
services offered. Further, the Company encounters direct and indirect competition from a number of
sources, including traditional media, companies that provide investment research (including
investment banks and brokerage firms that have their own Web sites), investment newsletters, personal

financial magazines and other Internet providers of either free or subscription research services.

The Company's MultexNET and Multex Research-On-Demand services compete with large and well-
established distributors of financial information, such as Thomson Financial Services, through its
subsidiaries First Call and Investext, and Institutional Brokers Estimate System ("I/B/E/S"), a
subsidiary of Primark Corp. In addition, the Company's MultexEXPRESS service competes with
services provided by in-house management information services personnel and independent systems
integrators. Each of the Company's strategic distributors described above offers services, either of their
own or from competitors of the Company, which are in one or more respects competitive with the
service offerings of the Company. In addition, numerous prospective competitors, such as Market
Guide, Standard & Poor's, Moody's, Zacks Investment Research and others offer similar investment
research based services that compete, or may in the future compete, directly and indirectly with the
Company's services. Many of the Company's existing competitors, as well as a number of and
prospective competitors, have longer operating histories, greater name recognition, larger customer
bases and significantly greater financial, technical and marketing resources than the Company. As a
result, they may be able to respond more quickly to new or emerging technologies and changes in
investor requirements, or to devote greater resources to the development, promotion and sale of their
services than the Company. Such competitors may be able to undertake more extensive marketing
campaigns, adopt more aggressive pricing policies and make more attractive offers to potential
employees, subscribers, strategic partners and providers of investment research information. Further,
the Company's competitors may develop services that are equal or superior to the services then offered
by the Company or that achieve greater market acceptance than the Company's services. The Company
also expects that competition may increase as a result of industry consolidation. In addition, current
and prospective competitors have established or may establish cooperative relationships among
themselves or with third parties to improve their ability to address the needs of the Company's existing
and prospective customers. Accordingly, it is possible that new competitors or alliances among existing
or potential competitors may emerge and rapidly acquire significant market share. Increased
competition is likely to result in price reductions, reduced gross margins and loss of market share, any
of which would have a material adverse effect on the Company's business, results of operations and

financial condition. There can be no assurance that the Company will be able to compete successfully



against existing or potential competitors or that competitive pressures will not have a material adverse
effect on the Company's business, results of operations and financial condition. See "Business--

Competition."

Concentration of Revenues. Historically, a few of the Company's subscribers and distributors have
accounted for a substantial majority of the Company's revenues. Specifically, in the years ended
December 31,1995, 1996 and 1997, 70%, 75% and 68%, respectively, of the Company's revenues were
generated by subscribers or distributors that each individually generated 10% or more of the
Company's consolidated revenues in such period. The loss of any major subscriber or distributor, or any
reduction or delay in subscriptions by any such subscriber or distributor, or the failure of the Company
to successfully market its services to new subscribers or distributors could have a material adverse
effect on the Company's business, results of operations and financial condition. See "Management's
Discussion and Analysis of Financial Condition and Results of Operations--Overview" and Note 12 of

Notes to the Consolidated Financial Statements.

Dependence on Financial Services Industry. The Company is dependent upon the continued need for
the electronic distribution of high-quality investment research reports and other financial information,
making the Company's business susceptible to a downturn in the financial services industry. For
example, a decrease in the number of analysts that prepare investment research reports or in the
capital investments dedicated to the dissemination of such research could result in a decrease in the
number of research reports and other financial information available for distribution and a
concomitant decrease in demand by the Company's subscribers for such reports and other information.
In addition, U.S. financial institutions are continuing to consolidate, increasing the leverage of the
Company's information providers to negotiate price and decreasing the overall potential market for
certain of the Company's services. These factors, as well as other changes occurring in the financial
services industry, could have a material adverse effect on the Company's business, financial condition

and results of operations.

Management of Growth. The Company has experienced rapid growth in its operations. This rapid
growth has placed, and is expected to continue to place, a significant strain on the Company's
managerial, operational and financial resources. As of March 31, 1998, the Company had grown to 120
employees from 79 employees at December 31, 1996. The Company expects that the number of its
employees will continue to increase for the foreseeable future. As a result, the Company will need to
continue to improve its financial and management controls, reporting systems and procedures, and
expand, train and manage its work force. There can be no assurance that the Company's systems,
procedures or controls will be adequate to support the Company's expanding operations or that
Company management will be able to achieve the rapid execution necessary to successfully offer its
services and implement its business plan. The Company's future results of operations will also depend
on its ability to expand its sales and marketing organization both domestically and internationally and
expand its customer support organization. The failure of the Company to manage its growth effectively
would have a material adverse effect on the Company's business, results of operations and financial
condition. See "Management's Discussion and Analysis of Financial Condition and Results of

Operations.”



Dependence on Key Personnel. The Company's future operating results depend, in significant part,
upon the continued service of its key technical, sales and senior management personnel, particularly
Isaak Karaev, the Company's Chairman, President and Chief Executive Officer, none of whom has
entered into an employment agreement with the Company, other than a non-competition/non-
disclosure agreement. The loss of the services of one or more of the Company's key personnel could
have a material adverse effect on the Company's business, results of operations and financial condition.
The Company's future success also depends on its continuing ability to attract and retain highly
qualified technical, sales and marketing, customer support, financial and accounting, and managerial
personnel. Competition for such personnel, in particular information technology professionals, is
intense, and there can be no assurance that the Company will be able to retain its key personnel or that
it can attract, assimilate or retain other highly qualified personnel in the future. The Company has from
time to time in the past experienced, and expects to continue to experience in the future, difficulty in
hiring and retaining candidates with appropriate qualifications. See "Management."

Risks Associated with International Operations. The Company has recently commenced operations in a
number of international markets and a key component of the Company's strategy is to continue to
expand its international operations. To date, the Company has limited experience in developing and
obtaining research and other financial information relating to companies whose securities are traded
on foreign markets and in marketing, selling and distributing its services internationally. There can be
no assurance that the Company will be able to successfully market, sell and deliver its services in these
markets. In certain markets, including Hong Kong, the Company intends to rely on the sales and
marketing efforts of independent representatives. The failure of such independent representatives to
successfully solicit information providers or market the Company's services in such markets could have

a material adverse effect on the Company's business, results of operations and financial condition.

There are certain risks inherent in doing business in international markets, such as unexpected changes
in regulatory requirements, potentially adverse tax consequences, export restrictions and controls,
tariffs and other trade barriers, difficulties in staffing and managing foreign operations, political
instability, fluctuations in currency exchange rates, and seasonal reductions in business activity during
the summer months in Europe and certain other parts of the world, any of which could have a material
adverse effect on the success of the Company's international operations and, consequently, on the
Company's business, results of operations and financial condition. Furthermore, there can be no
assurance that governmental regulatory agencies in one or more foreign countries will not determine
that the services provided by the Company constitute the provision of investment advice, which could
result in the Company having to register in such countries as an investment advisor or in the Company
having to cease selling its services into such countries, either of which could have a material adverse

effect on the Company's business, results of operations or financial condition.

Risks Associated with Potential Acquisitions. The Company may, from time to time, pursue acquisitions
of businesses, customer bases, products or technologies that complement or expand its existing
business. The Company evaluates potential acquisition opportunities from time to time, including
those that could be material in size and scope. Acquisitions involve a number of risks, including the

diversion of management's attention from day-to-day operations to the assimilation of the operations



and personnel of the acquired companies and the incorporation of acquired operations, customer
bases, products or technologies. Such acquisitions could also have adverse effects on the Company's
operating results, and could result in dilutive issuances of equity securities, the incurrence of debt and
the loss of key employees. In addition, many acquisitions must be accounted for as purchases and,
because most software-related acquisitions involve the purchase of significant intangible assets, these
acquisitions typically result in substantial amortization charges and charges for acquired research and
development projects, which could have a material adverse effect on the Company's operating results.
There can be no assurance that any such acquisitions will occur or that, if such acquisitions do occur,
the acquired businesses, customer bases, products or technologies will generate sufficient revenue to

offset the associated costs or effects.

Risks Associated with Technological Change. The market in which the Company competes is
characterized by rapidly changing technology, evolving industry standards, frequent new service
announcements, introductions and enhancements, and changing customer demands. These market
characteristics are exacerbated by the emerging nature of the Internet and the electronic distribution
of investment research. Accordingly, the Company's future success will depend on its ability to adapt to
rapidly changing technologies and industry standards, and its ability to continually improve the
performance, features and reliability of its services in response to both changing customer demands
and competitive service offerings. The inability of the Company to successfully adapt to such changes
in a timely manner could have a material adverse effect on the Company's business, results of
operations and financial condition. Furthermore, there can be no assurance that the Company will not
experience difficulties that could delay or prevent the successful design, development, testing,
introduction or marketing of new services, or that any enhancements to existing services will
adequately meet the requirements of its current and prospective customers and achieve any degree of
significant market acceptance. If the Company is unable, for technological or other reasons, to develop
and introduce new services or enhancements to existing services in a timely manner or in response to
changing market conditions or customer requirements, or if its services or enhancements contain
defects or do not achieve a significant degree of market acceptance, the Company's business, results of

operations and financial condition would be materially and adversely affected.

Risk of System Failure or Security Breach. Distribution of the Company's services utilizes proprietary
technology which resides principally on one computer system. The continuing and uninterrupted
performance of such computer system is critical to the success of the Company's business. Any system
failure that causes interruptions in the Company's ability to service its customers, including failures
that affect the ability of the Company to collect research from its contributors or provide electronic
investment research to its subscribers, could reduce customer satisfaction and, if sustained or repeated,
would reduce the attractiveness of the Company's services. An increase in the volume of research
reports handled by the Company's servers, or in the rate of users' requests for such research, could
strain the capacity of the software or hardware deployed by the Company, which could lead to slower
response time or system failures. Furthermore, the Company faces the risk of a security breach of its
computer system which could disrupt the distribution of research and other reports. To the extent that

any capacity constraints or potential security breaches are not effectively addressed by the Company,



such constraints or breaches would have a material adverse effect on the Company's business, results of
operations and financial condition. Although the Company carries general liability insurance, the
Company's insurance may not cover any of these claims or may not be adequate to indemnify the
Company for all liability that may be imposed. Any resulting litigation could have a material adverse

effect on the Company's business, results of operations and financial condition.

The Company's operations are dependent upon its ability to protect its computer systems against
damage from computer viruses, fire, power loss, telecommunications failures, vandalism and other
malicious acts, and similar unexpected adverse events. In addition, failure of the Company's
telecommunications providers to provide the data communications capacity in the time frame required
by the Company for any reason could cause interruptions in the delivery of the services provided by
the Company. Unanticipated problems affecting the Company's systems have from time to time in the
past caused, and in the future could cause, interruptions in the delivery of the Company's services.
Although the Company is currently in the planning stages of acquiring and implementing a redundant
back-up, off-site computer system, there can be no assurance that the Company will be successful in
acquiring and implementing such a system or that such a system, if operational, will be successful in
preventing any damage or failure that interrupts or delays the Company's operations, either of which
could have a material adverse effect on the Company's business, results of operations and financial

condition.

Dependence on Intellectual Property; Risk of Infringement Claims. The Company regards its
intellectual property as critical to its future success, and the Company relies upon copyright, patent,
trade secret and trademark laws in the United States and other jurisdictions to protect its proprietary
rights. The Company owns copyrights in the computer software and on-line materials that it has
developed or acquired, and currently holds limited licenses to use and distribute certain software in
which third parties own copyrights. The Company has also entered into limited license agreements
with certain of the numerous investment banks, brokerage firms and other third- party research
providers that own the copyrights in research reports that the Company distributes electronically. The
Company distributes other research reports without the benefit of written licenses with the providers
of those reports, solely on the basis of implied licenses that the Company believes such providers have
granted. There can be no assurance that the Company will be able to maintain its licenses of research
content or of third-party software, that the Company will be able to obtain such licenses in the future
on commercially reasonable terms or at all, that the Company will be able to continue to distribute
those research reports for which it does not have written licenses or that the Company's competitors
will not be able to independently develop competing software or on-line materials so as to avoid
infringing upon the Company's copyrights. Also, because the Company's licenses of third-party
software and research content are not exclusive, such software and content is and will be available to
the Company's current and future competitors. The Company's failure to protect or secure ownership
of, or to maintain licensed rights to use and distribute software and content of others, or the ability of
the Company's competitors to obtain rights to distribute the same research reports that the Company
distributes, could have a material adverse effect on the Company's business, results of operations and

financial condition.



The Company also relies on trade secret laws, and has filed five patent applications with the United
States Patent and Trademark Office and applications corresponding to three of those United States
applications in other countries to protect its proprietary software technology and systems for
electronic contribution, storage, searching and distribution of investment research reports. To date, no
patents have been issued to the Company. There can be no assurance that any of the Company's
pending patent applications will be allowed, that any patents will be issued to the Company even if the
respective applications have been or will be allowed, or that any patents that are issued to the Company
will not be successfully challenged by others and invalidated through administrative process or
litigation. The Company seeks to protect its trade secrets through the use of confidentiality agreements
with employees, representatives, advisors and others. There can be no assurance that such agreements
will provide adequate protection for the Company's trade secrets in the event of any unauthorized use
or disclosure, that employees of the Company, its representatives and advisors and others will maintain
the confidentiality of such trade secrets, or that such trade secrets will not otherwise become known, or

be independently developed, by competitors.

The Company relies upon and seeks to protect the trademarks and service marks that it currently uses,
and those that it intends to use in the future, through registration in the United States and other
jurisdictions. There can be no assurance that any of the Company's pending trademark applications
will be allowed or granted and, if they are allowed or granted, that they, or any of the registrations that
have already been granted to the Company, will not be successfully challenged by others and
invalidated through administrative process or litigation. The Company has not yet sought to register, in
the United States or elsewhere, other trademarks and service marks that it currently uses or intends to
use. There can be no assurance that the Company's use of and interest in such trademarks and service
marks will be subject to any legal protection in any of the jurisdictions in which the Company now does
business or might do business in the future. As the Company's business is dependent on brand
recognition in the marketplace, any failure to maintain and protect the Company's trademarks and
service marks could have a material adverse effect on the Company's business, results of operations and

financial condition.

The Company expects to license certain of its proprietary rights to third parties, including in
connection with the establishment of its international business operations, which may be controlled by
such third parties. While the Company will attempt to ensure that its proprietary interests will be
protected by its business partners, no assurances can be given that such partners will not take actions
that could materially and adversely affect the value of the Company's proprietary rights or the
reputation of its services and technologies. The Company currently licenses certain aspects of its text
search functionality and relational database technologies from third parties. The failure by the
Company to maintain these licenses, or to find a replacement for such technologies in a timely and
cost-effective manner, could have a material adverse effect on the Company's business, results of

operations and financial condition.

Legal standards relating to the validity, enforceability and scope of protection of certain proprietary
rights in Internet-related businesses are uncertain and still evolving, and no assurance can be given as

to the future viability or value of any proprietary rights of the Company or other companies within the



industry. There can be no assurance that the steps taken by the Company to protect its proprietary
rights will be adequate or that third parties will not infringe or misappropriate the Company's
proprietary rights. Any such infringement or misappropriation, should it occur, could have a material
adverse effect on the Company's business, results of operations and financial condition. Furthermore,
there can be no assurance that the Company's business activities will not infringe upon the proprietary
rights of others, or that other parties will not assert infringement claims against the Company. From
time to time the Company has been, and expects to continue to be, subject to claims in the ordinary
course of its business, including claims of alleged infringement of the patents, trademarks and other
intellectual property rights of third parties by the Company and its business partners. Although such
claims have not resulted in litigation or had an adverse effect on the Company's business, results of
operations or financial condition, such claims and any resulting litigation, should it occur, could subject
the Company to significant liability for damages and could result in invalidation of the Company's
proprietary rights and, even if not meritorious, could be time- consuming and expensive to defend, and
could result in the diversion of management time and attention, any of which could have a material
adverse effect on the Company's business, results of operations and financial condition. See "Business--

Intellectual Property."

Year 2000 Compliance. Many currently installed computer systems and software products are coded to
accept or recognize only two digit entries in the date code field. These systems and software products
will need to accept four digit entries to distinguish 21st century dates from 20th century dates. As a
result, in less than two years, computer systems and/or software used by many companies may need to
be upgraded to comply with such "Year 2000" requirements. Significant uncertainty exists in the

software industry concerning the potential effects associated with such compliance.

Although the Company has implemented a program designed to ensure that all software used in
connection with the Company's services is Year 2000 compliant, there can be no assurance either that
such software is in fact compliant or that there will not be problems caused by subscribers' or
information providers' hardware or software. Efforts to comply with Year 2000 requirements may
disrupt or delay the Company's ability to continue developing and marketing its services. The
Company may also incur certain unexpected expenditures in connection with Year 2000 compliance.
See "Management's Discussion and Analysis of Financial Condition and Results of Operations--Year
2000 Compliance."

Risks Related to the Internet Industry

Dependence on Continued Growth in Use of the Internet. The Company's success will depend, in
substantial part, upon the continued growth in the use of the Internet generally and, in particular, as a
medium for information services. Use of the Internet is at a very early stage of development, and
market acceptance of the Internet as a medium for information services and commerce is subject to a
high level of uncertainty. The rapid growth of global commerce and the exchange of information on
the Internet and other online services is new and evolving, making it difficult to predict whether the

Internet will prove to be a viable commercial marketplace. The Company believes that its future



success will require the development and widespread acceptance of the Internet and online services as
a medium for obtaining and distributing investment research information. There can be no assurance
that the Internet will support a successful commercial marketplace. The Internet may not prove to be a
viable information channel due to inadequate development of the necessary infrastructure, such as
reliable network backbones, or complementary services, such as high speed modems and security
procedures for financial transactions. The Internet has experienced, and is expected to continue to
experience, significant growth in the number of users and amount of traffic. There can be no assurance
that the Internet infrastructure will continue to be able to support the demands placed on it by

sustained growth.

Dependence on the Web Infrastructure. The Company's success will depend, in large part, upon the
maintenance of the Web infrastructure, such as a reliable network backbone with the necessary speed,
data capacity and security, and timely development of enabling products such as high speed modems,
for providing reliable and timely Web access and services. To the extent that the Web continues to
experience increased numbers of users, frequency of use or increased bandwidth requirements of
users, there can be no assurance that the Web infrastructure will continue to be able to support the
demands placed on it or that the performance or reliability of the Web will not be adversely affected.
Furthermore, the Internet has experienced a variety of outages and other delays as a result of damage
to portions of its infrastructure or otherwise, and such outages and delays could adversely affect the
Web sites of subscribers or distributors utilizing or distributing the Company's services. In addition,
the Web could lose its viability as a form of media due to delays in the development or adoption of new
standards and protocols (for example, the next-generation Internet protocol) that can handle increased
levels of activity. There can be no assurance that the infrastructure or complementary products or
services necessary to maintain the Web as a viable commercial medium will be developed, or, if they are
developed, that the Web will continue to be a viable commercial medium. If the necessary
infrastructure, standards or protocols or complementary products, services or facilities are not
developed, or if the Web does not continue to be a viable commercial medium, the Company's business,
results of operations and financial condition would be materially and adversely affected. Even if such
infrastructure, standards or protocols or complementary products, services or facilities are developed,
the Company may be required to incur substantial expenditures in order to adapt its services to
changing or emerging technologies, which could have a material adverse effect on the Company's
business, results of operations and financial condition. Moreover, critical issues concerning the
commercial use and government regulation of the Internet (including security, cost, ease of use and
access, intellectual property ownership and other legal liability issues) remain unresolved and could
materially and adversely impact both the growth of the Internet and the Company's business, results of

operations and financial condition.

Liability for Content. As a publisher and distributor of online content, the Company faces potential
direct and indirect liability for defamation, negligence, copyright, patent or trademark infringement,
violation of the securities laws and other claims based upon the reports and data published by the
Company. For example, by distributing a negative investment research report, the Company may find

itself subject to defamation claims, regardless of the merits of such claims. Computer failures may also



result in incorrect data being published and distributed widely. In these and other instances, the
Company may be required to engage in protracted and expensive litigation, which could have the effect
of diverting management's attention and require the Company to expend significant financial
resources. The Company's general liability insurance may not cover any of these claims or may not be
adequate to indemnify the Company for all liability that may be imposed. Any such claims or resulting
litigation could have a material adverse effect on the Company's business, results of operations and

financial condition.

Government Regulation and Legal Uncertainties. As the popularity and use of the Internet continues
to increase, it is possible that a number of laws and regulations may be adopted covering issues such as
user privacy, pricing, characteristics, acceptable content, taxation and quality of products and services.
Such legislation could dampen the growth in use of the Web generally and decrease the acceptance of
the Web as a communications and commercial medium, which could have a material adverse effect on
the Company's business, results of operations and financial condition. In addition, because the growing
popularity and use of the Web has burdened the existing telecommunications infrastructure and many
areas with high Web use have begun to experience interruptions in phone service, certain local
telephone carriers have petitioned governmental bodies to regulate Internet service providers ("ISPs")
and online service providers ("OSPs") in a manner similar to long distance telephone carriers and to
impose access fees on ISPs and OSPs. If any of these petitions or the relief sought therein is granted,
the costs of communicating on the Web could increase substantially, potentially adversely affecting the
growth in use of the Web. Further, due to the global nature of the Web, it is possible that, although
transmissions relating to the Company's services originate in the State of New York, the governments
of other states or foreign countries might attempt to regulate the Company's transmissions or levy sales
or other taxes relating to the Company's activities. There can be no assurance that violations of local
laws will not be alleged or charged by local, state or foreign governments, that the Company might not
unintentionally violate such laws or that such laws will not be modified, or new laws enacted, in the
future. Any of the foregoing developments could have a material adverse effect on the Company's

business, results of operations and financial condition. See "Business--Government Regulation."

Risks Related to the Offering

No Prior Public Market for Common Stock; Possible Volatility of Stock Price. Prior to the offering,
there has been no public market for the Common Stock. Accordingly, there can be no assurance that an
active trading market for the Common Stock will develop or be sustained upon the consummation of
the offering or that the market price of the Common Stock will not decline below the initial public
offering price. The initial public offering price will be determined by negotiations among the Company

and the representatives of the Underwriters. See "Underwriting."

The trading price of the Company's Common Stock could be subject to wide fluctuations in response
to variations in quarterly results of operations, the gain or loss of significant research and information
providers or subscribers, changes in earning estimates by analysts, announcements of technological

innovations or new services by the Company or its competitors, general conditions in Internet-related



industries and other events or factors, many of which are beyond the Company's control. In addition,
the stock market in general has experienced extreme price and volume fluctuations which have affected
the market price for many companies in industries similar or related to that of the Company and which
have been unrelated to the operating performance of these companies. These market fluctuations may

have a material adverse effect on the market price of the Company's Common Stock.

Control by Existing Stockholders, Directors and Executive Officers. Upon the consummation of this
offering, the existing stockholders, directors and executive officers and their affiliates will beneficially
own approximately % of the outstanding Common Stock ( % if the Underwriters' over-allotment
option is exercised in full). As a result, these stockholders will be able to exercise control over all
matters requiring stockholder approval, including the election of directors and approval of significant
corporate transactions. This concentration of ownership may have the effect of delaying or preventing

a change in control of the Company. See "Management" and "Principal Stockholders."

Benefits of the Offering to Current Stockholders. The Company's current stockholders will benefit
from this offering by the creation of a public market for their shares of Common Stock and an
immediate increase in the net tangible book value of such shares. In addition, the Over-Allotment
Selling Stockholders participating in this offering will recognize a gain of approximately $ million
based upon the difference between the aggregate acquisition price and the aggregate initial public
offering price for the shares of Common Stock, net of underwriting discount, sold in this offering by
the Over-Allotment Selling Stockholders. The Company's existing stockholders will recognize an
aggregate unrealized gain of approximately $ million upon completion of this offering based upon the
difference between the aggregate cost of the shares of Common Stock to be held by current
stockholders and the aggregate initial public offering price of such shares of Common Stock. See

"Dilution" and "Principal Stockholders."

Broad Management Discretion as to Use of Proceeds. The Company has not designated any specific use
for the net proceeds from the sale by the Company of the Common Stock offered hereby. Rather, the
Company intends to use the net proceeds from this offering for expansion of the Company's sales and
marketing efforts, expansion of international operations, capital expenditures, general corporate
purposes, including working capital, and possible acquisitions of or investments in businesses,
products and technologies that are complementary to those of the Company. Consequently, the Board
of Directors and management of the Company will have significant flexibility in applying the net
proceeds of this offering to uses which the public stockholders may not deem desirable, and there can
be no assurance that the proceeds will yield a significant return. The failure of management to apply
such funds effectively could have a material adverse effect on the Company's business, results of

operations and financial condition. See "Use of Proceeds."

Anti-Takeover Effects of Certain Charter, Bylaws and Delaware Law Provisions; Possible Issuance of
Preferred Stock. The Company's Board of Directors has the authority to issue up to 5,000,000 shares
of preferred stock without any further vote or action by the stockholders, and to determine the price,
rights, preferences, privileges and restrictions, including voting rights of such shares. Since the

preferred stock could be issued with voting, liquidation, dividend and other rights superior to those of



the Common Stock, the rights of the holders of Common Stock will be subject to, and may be adversely
affected by, the rights of the holders of any such preferred stock. The issuance of preferred stock could
have the effect of making it more difficult for a third party to acquire a majority of the outstanding
voting stock of the Company. Further, certain provisions of the Company's Certificate of
Incorporation, including provisions that create a classified Board of Directors, and certain provisions
of the Company's Bylaws and of Delaware law could have the effect of delaying or preventing a change
in control of the Company. See "Description of Capital Stock--Anti-Takeover Effects of Certain

Provisions of Delaware Law and the Company's Certificate of Incorporation and Bylaws."

Shares Eligible for Future Sale; Registration Rights. Sales of significant amounts of Common Stock in
the public market after the offering or the perception that such sales will occur could materially and
adversely affect the market price of the Common Stock or the future ability of the Company to raise
capital through an offering of its equity securities. Of the shares of Common Stock to be outstanding
upon the closing of the offering, the shares offered hereby will be eligible for immediate sale in the
public market without restriction unless the shares are purchased by "affiliates" of the Company within
the meaning of Rule 144 promulgated under the Securities Act of 1933, as amended (the "Securities
Act"). The remaining shares of Common Stock held by existing stockholders upon the closing of the
offering will be "restricted securities" as that term is defined in Rule 144 under the Securities Act.
Restricted securities may be sold in the public market only if registered or if they qualify for an
exemption from registration under Rules 144, 144(k) or 701 promulgated under the Securities Act. The
Company's directors and officers and certain of its stockholders have agreed that they will not sell,
directly or indirectly, any Common Stock without the prior consent of the representatives of the

Underwriters for a period of 180 days from the date of this Prospectus.

Subject to these lock-up agreements and the provisions of Rules 144, 144(k) and 701, additional shares
will be available for sale in the public market (subject in the case of shares held by affiliates to
compliance with certain volume restrictions) as follows: (i) shares will be available for immediate sale in
the public market on the date of this Prospectus, (ii) shares will be eligible for sale 90 days after the
date of this Prospectus, and (iii) shares will be eligible for sale upon the expiration of lock-up
agreements 180 days after the date of this Prospectus. The remaining shares will be eligible for sale in
the public market from time to time after the expiration of the lock-up agreements. In addition, certain
stockholders, representing approximately shares of Common Stock, and certain optionholders, with
respect to an aggregate of shares of Common Stock issuable upon the exercise of stock options, have
the right, subject to certain conditions, to include their shares in future registration statements relating
to the Company's securities and to cause the Company to register certain shares of Common Stock
owned by them.

The Company intends to file a Form S-8 registration statement under the Securities Act shortly after
the date of this Prospectus to register all shares of Common Stock issuable under the Company's 1998
Stock Option Plan. Such registration statement will automatically become effective upon filing.

Accordingly, shares covered by that registration statement will thereupon be eligible for sale in the



public markets, unless such options are subject to vesting restrictions or the contractual restrictions
described above. See "Management--1998 Stock Option Plan," "Shares Eligible for Future Sale" and

"Underwriting."

Immediate and Substantial Dilution. Investors purchasing shares of Common Stock in the offering will
incur immediate and substantial dilution in net tangible book value per share. To the extent
outstanding options to purchase Common Stock are exercised, there will be further dilution. See

"Dilution."

Absence of Dividends. The Company has never declared or paid any cash dividends on its Common
Stock and does not expect to pay any cash dividends for the foreseeable future. The Company currently
intends to retain future earnings, if any, to finance the expansion of its business. In addition, the
Company's bank line of credit prohibits the payment of cash dividends without the bank's prior
written consent. See "Dividend Policy."

Use of Proceeds

The net proceeds to the Company from the sale of the shares of Common
Stock offered by the Company hereby, after deducting the underwriting discount
and estimated offering expenses payable by the Company, are estimated to be
approximately $ ($ if the Underwriters' over-allotment option is
exercised in full), assuming an initial public offering price of $ per
share. The Company will not receive any proceeds from the sale of shares by
the Over-Allotment Selling Stockholders.

The Company intends to use the net proceeds of the offering for expansion of the Company's sales and
marketing efforts, expansion of international operations, capital expenditures, general corporate
purposes, including working capital, and possible acquisitions of or investments in businesses,
products and technologies that are complementary to those of the Company. However, there are no
agreements or pending negotiations with respect to any such acquisitions, investments or other

transactions.

Pending such uses, the net proceeds will be invested in short-term, investment grade instruments,

certificates of deposit or direct or guaranteed obligations of the United States.

Dividend Policy

The Company has never declared or paid any cash dividends on its capital stock and does not expect to
pay any cash dividends for the foreseeable future. The Company currently intends to retain future
earnings, if any, to finance the expansion of its business. The payment of any future cash dividends will
depend upon the future earnings and capital requirements of the Company, the terms of any loan
agreements to which the Company is then a party and such other factors as the Company's Board of

Directors considers appropriate.



Capitalization

The following table sets forth, as of March 31, 1998, the capitalization of the Company (i) on an actual
basis, (ii) on a pro forma basis to reflect the Preferred Stock Conversion, and (iii) on an as adjusted basis
to give effect to the sale of shares of Common Stock offered by the Company hereby at an assumed
initial public offering price of § per share, after deducting the underwriting discount and estimated
offering expenses payable by the Company, and the application of the net proceeds therefrom. See "Use
of Proceeds." This information should be read in conjunction with the Company's Consolidated

Financial Statements and the related Notes thereto appearing elsewhere in this Prospectus.

MARCH 31,1998 ACTUAL PRO FORMA AS ADJUSTED (IN THOUSANDS) Redeemable Preferred
Stock, $.01 par value, Series A, Series B, Series C and Series D, $33,000,000 aggregate liquidation
preference, 217,222 shares issued and outstanding on an actual basis; no shares issued and outstanding
on a pro forma or as adjusted basis............ $37,896 -- -- Stockholders' equity (deficit): Preferred Stock,
$.01 par value, 5,000,000 shares authorized; no shares issued and outstanding on an actual, pro forma
or as adjusted basis.....c.ccceceeereveueuruennee Common Stock, $.01 par value, 50,000,000 shares authorized;
1,698,333 shares issued and outstanding on an actual basis; 8,939,074 shares issued and outstanding
on a pro forma basis; and shares issued and outstanding on an as adjusted basis(1).......ccceeeuuuee 17 234
Additional paid-in capital........cccceuueuee. (3,337) 34,342 Accumulated deficit....coeereereereereeeennnne. (24,038)
(24,038) Deferred compensation........cceerereeecncnes (1,087) (1,087) Translation adjustment........ccccceerueeecece
(15) (15) Total stockholders' equity (deficit).......... (28,460) 9,436 Total capitalization........ceceeeeeeeueee
$9,436 $9,436 (1) Excludes 1,399,335 shares of Common Stock issuable pursuant to stock options
outstanding as of March 31, 1998 (of which options to purchase approximately 413,000 shares were
then exercisable) with a weighted average price of $0.60 per share. See "Management--1998 Stock
Option Plan" and "Description of Capital Stock--Options."

Dilution

The pro forma net tangible book value of the Company as of March 31, 1998, after giving effect to the
Preferred Stock Conversion, was $ , or § per share of Common Stock. Pro forma net tangible book
value per share is equal to the amount of the Company's total tangible assets (total assets less intangible
assets), divided by the number of shares of Common Stock outstanding as of March 31, 1998.
Assuming the sale by the Company of shares of Common Stock offered hereby at an assumed initial
public offering price of § per share (the mid-point of the range set forth on the cover page of this
Prospectus), and the application of the estimated net proceeds therefrom, the pro forma net tangible
book value of the Company as of March 31, 1998 would have been §, or § per share of Common Stock.
This represents an immediate increase in pro forma net tangible book value of § per share to existing
stockholders and an immediate dilution in pro forma net tangible book value of § per share to new
investors. The following table illustrates this per share dilution:

Assumed initial public offering price per Share.................... $

Pro forma net tangible book value per share as of March 31, 1998. $
Pro forma increase attributable to new investors.................



Pro forma net tangible book value per share after the offering.....
Pro forma dilution per share to new investors..............cevuunn. $

The following table summarizes, on a pro forma basis as of March 31, 1998, the total number of shares
of Common Stock purchased from the Company, the total consideration paid to the Company and the
average price per share paid by existing stockholders and by new investors:

SHARES PURCHASED  TOTAL CONSIDERATION
AVERAGE PRICE

NUMBER PERCENT AMOUNT PERCENT PER SHARE
Existing stockholders .. % $ %
New investors...........
Total.......ooovvvat. 100.0% $ 100.0%

The foregoing tables and calculations assume no exercise of outstanding options. At March 31, 1998,
there were 1,399,335 shares of Common Stock reserved for issuance upon exercise of outstanding
options at a weighted average exercise price of $0.60 per share. To the extent that these options are

exercised, there will be further dilution to new investors. See "Management--1998 Stock Option Plan."

Selected Consolidated Financial Data

The selected consolidated financial data set forth below with respect to the Company's consolidated
statement of operations for the years ended December 31, 1995, 1996 and 1997 and with respect to
the Company's consolidated balance sheet as of December 31, 1996 and 1997 are derived from the
audited Consolidated Financial Statements of the Company which are included elsewhere in this
Prospectus and are qualified by reference to such Consolidated Financial Statements and the related
Notes thereto. The consolidated statement of operations data for the three months ended March 31,
1997 and 1998 and the consolidated balance sheet data as of March 31, 1998 are derived from
unaudited Consolidated Financial Statements included elsewhere in this Prospectus. The selected
consolidated statement of operations data for the years ended December 31, 1993 and 1994 and the
selected consolidated balance sheet data as of December 31, 1993, 1994 and 1995 are derived from
audited Consolidated Financial Statements which are not included herein. The unaudited Consolidated
Financial Statements include all adjustments, consisting only of normal recurring adjustments,
necessary for the fair presentation of the Company's consolidated financial position and the
consolidated results of its operations for those periods. Results of operations for the three months
ended March 31, 1998 are not necessarily indicative of the results that may be expected for the entire
year or for any future period. The selected consolidated financial data set forth below is qualified in its
entirety by, and should be read in conjunction with, "Management's Discussion and Analysis of
Financial Condition and Results of Operations" and the Consolidated Financial Statements and the
related Notes thereto included elsewhere in this Prospectus.
THREE MONTHS
YEARS ENDED DECEMBER 31, ENDED MARCH 31,

1993 1994 1995 1996 1997 1997 1998
(IN THOUSANDS, EXCEPT PER SHARE DATA)

CONSOLIDATED STATEMENT
OF OPERATIONS DATA:



Revenues........couuu... $2,026 $ 2,155 $ 1,005 $ 2,647 $ 6,014 $ 950 $ 2,714

Cost of revenues........ 565 752 404 810 1,232 242 694
Gross profit............ 1,461 1,403 601 1,837 4,782 708 2,020
Operating expenses:
Sales and marketing... 145 943 1,892 2,339 3,507 652 1,164
Research and
development.......... 620 975 1,520 1,415 1,601 370 440
General and
administrative....... 1,199 1,609 2,709 4,553 7,836 1,932 1,989
Total operating
EXPENSES. . vvvernnn. 1,964 3,527 6,121 8,307 12,944 2,954 3,593
Loss from operations.... (503) (2,124) (5,520) (6,470) (8,162) (2,246) (1,573)
Net interest income
(expense).....ceeeunnn. 5 52 26 60 125 23 (196)
Other income (expense).. (23) 23 -- -- -- -- 125
Net 10SS....ccvuunenenn.. $ (521) $(2,049) $(5,494) $(6,410) $(8,037) $(2,223) $(1,644)
Pro forma net loss per
share (1)(2)........... $ (0.92) $ (0.19)

Pro forma weighted
average shares

outstanding(1)(2)...... 8,694 8,874
DECEMBER 31, ---mm e e e MARCH 31,1993 1994 1995 1996 1997 1998
(IN THOUSANDS)

CONSOLIDATED BALANCE

SHEET DATA:

Cash and cash

equivalents, and

marketable securities.. $1,323 $ 4,975 $ 255 $ 8,730 $ 10,197 $ 8,844

Working capital......... 960 4,803 (1,487) 7,249 8,021 7,656
Total assets............ 1,416 6,295 2,799 12,548 14,733 14,613
Deferred revenues....... 167 -— 286 1,085 1,447 2,125
Redeemable preferred
StoCK. e vt iiie 1,463 8,146 8,798 25,066 37,234 37,896
Total stockholders'
equity (deficit)..... (437) (2,657) (8,791) (16,601) (26,750) (28,460)

(1) See Note 4 of Notes to Consolidated Financial Statements for an explanation of the method used to
determine the number of shares used to compute pro forma net loss per share. (2) Pro forma to give

effect to the Preferred Stock Conversion.

Management's Discussion and Analysis of Financial Condition
and Results of Operations

The following discussion of the financial condition and results of operations of the Company should be
read in conjunction with the Consolidated Financial Statements and the related Notes thereto included
elsewhere in this Prospectus. This discussion contains forward-looking statements that involve risks
and uncertainties. The Company's actual results may differ materially from those anticipated in these
forward-looking statements as a result of certain factors, including, but not limited to, those set forth

under "Risk Factors" and elsewhere in this Prospectus.



Overview

Multex is a leading provider of online investment research and information services designed to meet
the needs of institutional investors, investment banks, brokerage firms, corporations and individual
investors. The Company's services enable timely online access to over 500,000 research reports and
other investment information from more than 300 leading investment banks, brokerage firms and
third-party research providers worldwide, including Merrill Lynch, Morgan Stanley Dean Witter and
Goldman Sachs. More than 400,000 investors and financial professionals, including mutual funds
managers, portfolio managers, institutional investors, brokers and their clients, have access to the
Company's services. In addition to making its services available through its own Web sites, the
Company has established a number of strategic distribution relationships to reach the institutional
market, including relationships with ADP, Bloomberg, Bridge, Dow Jones and Reuters. To target the
individual investor market, the Company recently entered into an agreement with America Online to
serve as an anchor tenant on the AOL Personal Finance channel, and intends to launch the Multex
Investor Network in 1998 to offer a wide range of research reports and other financial information to

individual investors.

The Company offers three main services: (i) MultexNET which was launched in June 1996; (ii)
MultexEXPRESS which was launched in January 1997; and (iii) Multex Research-On-Demand which
was launched in April 1997. MultexNET, typically offered as a one to three year subscription, allows
entitled institutional investors to access full-text investment research reports on a real-time basis from
leading investment banks, brokerage firms and other third-party research providers over the Internet
or through other distribution channels. MultexEXPRESS, also provided pursuant to one to three year
subscriptions, enables financial institutions to distribute their proprietary financial research, as well as
other corporate documents, over the Internet, through intranets and other private networks. Multex
Research-On-Demand gives institutional investors, corporations and individual investors the ability to
access research reports on a pay-per-view basis from a majority of the contributors to MultexNET, over

the Internet or through other distribution channels.

Pricing of the Company's services is based on a number of factors. The subscription fee for MultexNET
typically ranges from $3,540 to $25,000 per year based on the number of users within the subscribing
organization. For MultexEXPRESS, the subscription fees vary based on the number of users, but
typically average $100,000 annually per subscriber installation. Fees for information and research
offered through Multex Research-On-Demand typically range from $10 to $150 per report, depending
on the length and type of document.

Revenues from subscriptions to MultexNET and MultexEXPRESS are recognized in equal installments
over the term of the subscription. Revenues from Multex Research-On-Demand are recognized upon
sale. Certain users of Multex Research- On-Demand pay a flat annual fee for the service, which entitles
them to receive research and other reports at a discounted rate. Revenues from these users are
recognized in equal installments over the term of the subscription. All costs associated with revenues
from MultexNET, MultexEXPRESS and Multex Research-On-Demand are expensed as and when



incurred. The Company pays distribution fees to its distributors and, with respect to Multex Research-
On- Demand, royalties to the investment banks, brokerage firms or third-party research providers that

authored the research.

The Company has expanded its operations in recent years and has grown from 79 employees at
December 31, 1996 to 120 employees at March 31, 1998. In January 1997, the Company opened its
London office, and in February 1998, the Company engaged the services of an independent
representative in Hong Kong. The Company expects to add additional personnel both in the United
States and abroad as its operations expand. The Company currently expects to significantly increase its
operating expenses both on an absolute basis and as a percentage of revenues in order to expand its
sales and marketing operations, to continue to expand internationally and to continuously upgrade and
enhance its services and technologies. As a result of these and other factors, there can be no assurance
that the Company will not incur significant losses on a quarterly and annual basis for the foreseeable

future.

The Company has incurred significant losses since its inception, and as of March 31, 1998 had an
accumulated deficit of $24.0 million. In addition, the Company has recorded cumulative deferred
compensation of $1.2 million, which represents the difference between the exercise price and the fair
market value of the Company's Common Stock at the date of grant for shares of Common Stock
issuable upon the exercise of certain stock options granted to employees. Of the total deferred
compensation amount, $64,000 was amortized during the three months ended March 31, 1998. The
remaining deferred compensation amount is expected to be amortized over the remaining vesting
periods of the related options. The Company believes that period-to-period comparisons of its
operating results are not necessarily meaningful and that the results for any period should not be relied

upon as an indication of future performance.

Historically, a few of the Company's subscribers and distributors have accounted for a substantial
majority of the Company's revenues. Specifically, for the year ended December 31, 1997, Bloomberg,
Reuters, Merrill Lynch & Co. and Gruntal & Co. each individually accounted for 10% or more of the
Company's consolidated revenues. The loss of any of these subscribers or distributors could have a
material adverse effect on the Company's business, results of operations and financial condition. See
"Risk Factors--Concentration of Revenues" and Note 12 of Notes to the Consolidated Financial

Statements.

The Company was incorporated in April 1993. In October 1993, Multex Systems, Inc., a New York
corporation, merged with and into Multex Publisher, Inc., a Delaware corporation, which subsequently
changed its name to Multex Systems, Inc. From 1993 to June 1996, the Company was engaged in the
development of software which is the underlying technology of MultexNET and provided software
development services to ADP. Starting in September 1995, the Company generated revenues from the

distribution of research reports and other information through Bloomberg.



Results of Operations

The following table sets forth the consolidated statement of operations data for the periods indicated

as a percentage of revenues:

YEAR ENDED THREE MONTHS
DECEMBER 31, ENDED MARCH 31,
1995 1996 1997 1997 1998
REVENUES. .t vttt iiiieineennnn 100.0% 100.0% 100.0% 100.0% 100.0%
Cost of revenues............... 40.2 30.6 20.5 25.5 25.6
Gross profit................... 59.8 69.4 79.5 74.5 74.4
Operating expenses:
Sales and marketing.......... 188.4 88.4 58.3 68.7 42.9
Research and development..... 151.3 53.5 26.6 38.9 16.2
General and administrative... 269.7 172.0 130.3 203.3 73.3
Total operating expenses..... 609.4 313.9 215.2 310.9 132.4
Loss from operations........... (549.6)% (244.5)% (135.7)%  (236.4)% (58.0)%
Net interest income (expense).. 2.7 2.3 2.1 2.5 (7.2)
Other income................... -- - -- -- 4.6
Net 10SS. v innninnnnennnnn (546.9)% (242.2)% (133.6)% (233.9)% (60.6)%

Three Months Ended March 31, 1998 and 1997

Revenues

The Company's revenues consist of subscription fees for MultexNET and MultexExpress, and sales of
investment research on a pay-per-view basis through Multex Research-On-Demand. Multex also
provides professional services to select MultexEXPRESS clients, including software development,
customization and integration services. These services are typically billed to clients on a time and
material basis. On occasion, as a service to its clients, the Company has acquired equipment for resale.

To date, the Company has not derived significant revenues from its international operations.

Total revenues increased 185.7% to $2.7 million for the three months ended March 31, 1998 from
$950,000 for the three months ended March 31, 1997. The increase was due to increased demand for
MultexNET and MultexEXPRESS, price increases for MultexNET and the introduction of Multex
Research-On-Demand in April 1997.

Cost of Revenues

Cost of revenues consists primarily of fees payable to distributors of MultexNET and Multex Research-
On-Demand, royalties payable to the providers of investment research offered through Multex

Research-On-Demand, purchases of equipment for resale and telecommunications costs.

Cost of revenues increased 186.8% to $694,000 for the three months ended March 31, 1998 compared
to $242,000 for the three months ended March 31, 1997. As a percentage of revenues, cost of revenues
were 25.6% and 25.5% for the three months ended March 31, 1998 and 1997, respectively. The
increase in dollar terms was primarily due to royalty and distribution fee payments as a result of the
introduction of Multex Research-On-Demand in April 1997 and additional telecommunication charges

resulting from increased sales of subscriptions for MultexNET and MultexEXPRESS. The Company



did not incur any royalty and distribution expense in the three months ended March 31, 1997 related
to Multex Research-On-Demand, which service had not yet been launched. While the gross margin for
the three months ended March 31, 1998 remained flat as compared to the gross margin for the same
period in 1997, the Company achieved higher margins on the sale of its services due to raising the
prices of its services and improved operating efficiencies, which was offset by the lower margins
associated with equipment resales.

Operating Expenses

Sales and Marketing. Sales and marketing expenses consist primarily of salaries, commissions,
advertising, public relations, tradeshow expenses, and costs of marketing materials. Sales and
marketing expenses increased 78.3% to $1.2 million for the three months ended March 31, 1998
compared to $652,000 for the three months ended March 31, 1997. As a percentage of revenues, sales
and marketing expenses decreased to 42.9% from 68.7% for the three months ended March 31, 1998
and 1997, respectively. The increase in dollar terms was due primarily to an expansion of the sales
force and increased marketing activities. The Company expects sales and marketing expenses to
increase significantly as the Company introduces the Multex Investor Network, increases brand

awareness, hires additional sales and marketing personnel and expands internationally.

Research and Development. Research and development expenses consist primarily of salaries and
benefits. Research and development expenses increased 19.0% to $440,000 for the three months
ended March 31, 1998 compared to $370,000 for the three months ended March 31, 1997. As a
percentage of revenues, research and development expenses decreased to 16.2% from 38.9% for the
three months ended March 31, 1998 and 1997, respectively. The increase in research and development
expenses in dollar terms was primarily due to an increase in the number of developers hired by the
Company and salary increases. The Company believes that continued investment in product
development is critical to attaining its strategic objectives and, as a result, expects research and
development expenses to increase significantly in future periods.

General and Administrative. General and administrative expenses consist primarily of salaries and
benefits, fees for professional services and facility expenses, including depreciation of assets. General
and administrative expenses increased 3.0% to $2.0 million for the three months ended March 31,
1998 compared to $1.9 million for the three months ended March 31, 1997. As a percentage of
revenues, general and administrative expenses decreased to 73.3% from 203.3% for the three months
ended March 31, 1998 and 1997, respectively. The increase in general and administrative expenses in
dollar terms was primarily due to increased personnel, professional service fees and facility expenses
necessary to support the Company's domestic and international growth. The Company expects general
and administrative expenses to increase in future periods as the Company hires additional personnel

and incurs additional costs related to the growth of its business and its operations as a public company.
Loss from Operations

For the foregoing reasons, loss from operations decreased 30.0% to $1.6 million for the three months
ended March 31, 1998 as compared to $2.2 million for the three months ended March 31,1997. As a

percentage of revenues, loss from operations was (58.0)% and (236.4)% for the three months ended



March 31, 1998 and 1997, respectively.

Interest Income (Expense) and Other Income Net interest expense was $196,000 for the three months
ended March 31, 1998 as compared to net interest income of $24,000 for the three months ended
March 31, 1997. The increase in net interest expense was due principally to interest payable upon the

early repayment of loans used to acquire equipment which amounted to $265,000.

Other income was $125,000 for the three months ended March 31, 1998 as compared to none for the
three months ended March 31, 1997. Other income consists of the gain on sale of fixed assets,

primarily computer equipment.

Years Ended December 31, 1997 and 1996 and 1995

Revenues

Total revenues increased 127.2% to $6.0 million in 1997 from $2.6 million in 1996, and increased
163.5% in 1996 from $1.0 million in 1995. The increase in revenues in 1997 was primarily due to
increased demand for MultexNET, and the introduction of MultexEXPRESS and Multex Research-On-
Demand. The increase in revenues in 1996 was due to increased revenues from the Company's services
on Bloomberg and the introduction and increasing demand for MultexNET, which was made available

over the Internet in June 1996.
Cost of Revenues

Cost of revenues increased 52.2% to $1.2 million in 1997 from $809,000 in 1996, and increased
100.6% in 1996 from $403,000 in 1995. As a percentage of revenues, cost of revenues decreased to
20.5% in 1997 from 30.6% and 40.2% in 1996 and 1995, respectively. The increase in cost of revenues
in dollar terms in each period was primarily due to increased distributor fees relating to MultexNET,
increased royalty and distribution fee payments as a result of the introduction of Multex Research-On-
Demand in April 1997 and additional telecommunication charges resulting from increased sales of
subscriptions for MultexNET and MultexEXPRESS. Cost of revenues as a percentage of revenues has
decreased as the Company has been able to raise the prices of its services and improve operating
efficiencies. The Company has also reduced the proportion of its revenues resulting from equipment
resales, which have significantly lower margins as compared to revenues generated by the Company's

services.
Operating Expenses

Sales and Marketing. Sales and marketing expenses increased 49.9% to $3.5 million in 1997 from $2.3
million in 1996, and increased 23.6% in 1996 from $1.9 million in 1995. As a percentage of revenues,
sales and marketing expenses decreased to 58.3% in 1997 from 88.4% and 188.4% in 1996 and 1995,
respectively. The increase in sales and marketing expenses in dollar terms in each period was due to an

expansion of the Company's sales force and increased marketing activities.



Research and Development. Research and development expenses increased to $1.6 million in 1997
from $1.4 million in 1996, and increased from $1.5 million in 1995, representing an increase of 13.1%
and a decrease of 6.9%, respectively. As a percentage of revenues, research and development expenses
decreased to 26.6% in 1997 from 53.5% and 151.3% in 1996 and 1995, respectively. The increase in
research and development expenses in dollar terms was due to an increase in the numbers of

developers employed by the Company and salary increases.

General and Administrative. General and administrative expenses increased 72.1% to $7.8 million in
1997 from $4.6 million in 1996, and increased 68.0% in 1996 from $2.7 million in 1995. As a
percentage of revenues, general and administrative expenses decreased to 130.3% in 1997 from
172.0% and 269.7% in 1996 and 1995, respectively. The increase in general and administrative
expenses in dollar terms in each period was primarily due to increased personnel, professional service

fees and facility expenses necessary to support the Company's domestic and international growth.
Loss from Operations

For the foregoing reasons, loss from operations increased 26.2% to $8.2 million in 1997 from $6.5
million for 1996 and 17.2% in 1996 from $5.5 million in 1995. As a percentage of revenues, loss from
operations was (135.7)%, (244.5)% and (549.6)% for 1997, 1996 and 1995, respectively.

Interest Income (Expense) and Other Income Net interest income increased 108.7% to $125,000 for
1997 from $60,000 in 1996 and increased 124.9% in 1996 from $26,000 in 1995. The increase in net
interest income was due principally to an increase in the amount of cash available for investment

purposes.

Income Taxes

At December 31, 1997, the Company had net operating loss carryforwards of approximately
$18,600,000 and research and development credits of approximately $500,000 for income tax
purposes that expire in 2008 through 2012. The utilization of approximately $15,600,000 and
$400,000 of such loss carryforwards and credits, respectively, are subject to an annual limitations of
approximately $1,900,000, pursuant to Section 382 of the Internal Revenue Code of 1986, as

amended.

Selected Unaudited Quarterly Results of Operations

The following table sets forth certain unaudited quarterly statement of operations data for each of the
five quarters ended March 31, 1998. In the opinion of management, the unaudited financial results
include all adjustments, consisting only of normal recurring adjustments, necessary for the fair
presentation of the Company's consolidated results of operations for those periods. The consolidated
quarterly data should be read in conjunction with the audited Consolidated Financial Statements of
the Company and the Notes thereto appearing elsewhere in this Prospectus. The results of operations

for any quarter are not necessarily indicative of the results of operations for any future period.



THREE MONTHS ENDED
MAR. 31, JUNE 30, SEPT. 30, DEC. 31, MAR. 31,

1997 1997 1997 1997 1998
(IN THOUSANDS)

REVENUES. vttt eeeeiieaen $ 950 $ 1,212 $ 1,404 $ 2,448 $ 2,714

Cost of revenues............ 242 284 303 403 694

Gross profit................ 708 928 1,101 2,045 2,020
Operating expenses:

Sales and marketing....... 652 943 733 1,179 1,164

Research and development.. 370 393 424 414 440

General and

administrative........... 1,932 1,849 1,875 2,180 1,989
Total operating

EXPENSES . v vt vveeerennnn 2,954 3,185 3,032 3,773 3,593

Loss from operations........ (2,246) (2,257) (1,931) (1,728) (1,573)
Net interest income

(EXPENSE) et vi e ineennnn, 23 (5) 40 67 (196)

Other income................ -- -- - -- 125

Net 10SS..vvvennnnnnn. $(2,223) $(2,262) $(1,891) $(1,661) $(1,644)

Percentage of Total Revenues

Revenues........ooueeinunnnn. 100.0 % 100.0 % 100.0 % 100.0 % 100.0 %
Cost of revenues............ 25.5 23.4 21.6 16.5 25.6
Gross profit................ 74.5 76.6 78.4 83.5 74.4
Operating expenses:
Sales and marketing....... 68.7 77.8 52.2 48.2 42.9
Research and development.. 38.9 32.4 30.2 16.9 16.2
General and
administrative........... 203.3 152.6 133.5 89.1 73.3
Total operating
EXPENSES. vt iinininnnnn 310.9 262.8 215.9 154.2 132.4
Loss from operations........ (236.4)% (186.2)% (137.5)% (70.7)% (58.0)%
Net interest income
(EXPENSE) et vi e ieeennnn, 2.5 (0.4) 2.8 2.7 (7.2)
Other income................ -- -- -- -- 4.6
Net 10SS..uvuiinineennnnnnn (233.9)% (186.6)% (134.7)% (68.0)% (60.6)%

The Company's revenues have increased in all quarters presented as a result of increased acceptance of
MultexNET, which was launched in June 1996, MultexEXPRESS, which was launched in January
1997, and increased purchases of the Multex Research-On-Demand service, which was launched in
April 1997. The Company's gross profit has generally increased during the quarters presented due to
price increases and improved operating efficiencies. Operating expenses have increased in dollar terms
during the quarters presented. Sales and marketing expenses have increased in dollar terms as a result
of increased personnel and increased marketing, advertising and promotional activity. Research and
development expenses increased in dollar terms as a result of expanded technological development
efforts to support the launch of new services and to enhance the features and functionality of its

services.

The Company's quarterly revenues, margins and results of operations have fluctuated significantly in
the past and are expected to continue to fluctuate significantly in the future. Causes of such
fluctuations have included and may include, among other factors, demand for the Company's services,
the size and timing of both new and renewal subscriptions, the number, timing and significance of new

services introduced by the Company and its competitors, the ability of the Company to develop,



market and introduce new and enhanced services on a timely basis, the level of service and price
competition, changes in operating expenses, changes in the mix of services offered, changes in the
Company's sales incentive strategy, sharp declines in the volume or price levels of securities
transactions and general economic factors. Any one or more of these factors could have a material
adverse effect on the Company's business, results of operation and financial condition, and makes the
prediction of results of operations on a quarterly basis unreliable. See "Risk Factors--Significant

Fluctuations in Quarterly Results of Operations."

Liguidity and Capital Resources

The Company has financed its operations primarily through the sale of equity securities. The Company
has received an aggregate of $32.7 million in net proceeds from the sale of four series of Preferred
Stock. At March 31, 1998, the Company had $3.9 million of cash and cash equivalents and $4.9
million of marketable securities. The Company's principal commitments consisted of obligations under

operating leases.

Net cash used in operating activities was $7.1 million, $5.5 million and $4.6 million for the years ended
December 31,1997, 1996 and 1995, respectively, and $1.3 million and $2.1 million for the three
months ended March 31, 1998 and 1997, respectively. The principal use of cash for all periods was to

fund the Company's losses from operations.

Net cash used in investing activities was $945,000, $9.2 million and $905,000 for the years ended
December 31,1997, 1996 and 1995, respectively. Net cash provided by investing activities was $2.8
million and $1.7 million for the three months ended March 31, 1998 and 1997, respectively. Cash used
in investing activities was primarily related to purchases of property, equipment and marketable
securities and cash provided by investing activities was primarily related to the sale of marketable
securities. In 1996, the Company purchased marketable securities following one of its Preferred Stock

financings pending use of those funds.

Net cash provided by financing activities was $9.7 million, $15.4 million and $771,000 for the years
ended December 31,1997, 1996 and 1995, respectively, and $12,000 for the three months ended
March 31, 1997. For the three months ended March 31, 1998, the Company used $168,000 in
financing activities. Net cash provided by financing activities primarily consisted of net proceeds from
the sale of equity securities and borrowings under bank lines of credit, which were offset in part by

repayments of bank debt and lease obligations.

Although the Company has no material commitments for capital expenditures, management
anticipates that it will experience a substantial increase in its capital expenditures and lease
commitments consistent with its anticipated growth in operations, infrastructure and personnel,
including the implementation of an off-site backup computer system and certain capital expenditures
associated with expanding the Company's facilities. The Company currently anticipates that it will
continue to experience significant growth in its operating expenses for the foreseeable future and that

its operating expenses will be a material use of the Company's cash resources. The Company believes



that the net proceeds of the offering, together with its existing cash, cash equivalents and marketable
securities, will be sufficient to meet its anticipated cash needs for working capital and capital

expenditures at least through the end of 1999.

Year 2000 Compliance

Many currently installed computer systems and software products are coded to accept or recognize
only two digit entries in the date code field. These systems and software products will need to accept
four digit entries to distinguish 21st century dates from 20th century dates. As a result, in less than two
years, computer systems and/or software used by many companies may need to be upgraded to comply
with such Year 2000 requirements. While significant uncertainty exists concerning the potential effects
associated with such compliance, the Company does not believe that year 2000 compliance will result

in a material adverse effect on its business, results of operations or financial condition.

The Company and its customers may be affected by Year 2000 issues. Specifically, even if the
Company's services are Year 2000 compliant, the software and hardware products used by subscribers
or customers of the Company's services may not be Year 2000 compliant, thereby disrupting the ability
of the Company's customers to use the Company's services. Furthermore, if subscribers or customers
are unable to view research reports and other financial information distributed by the Company
because of Year 2000 compliance problems, there can be no assurance that such parties will not
commence litigation against the Company for such an electronic distribution failure. See "Risk Factors-
-Year 2000 Compliance."

Recent Accounting Pronouncements

See Note 1 to Notes to Consolidated Financial Statements for recently adopted and recently issued

accounting standards.

Business

The following Business section contains forward-looking statements which involve risks and
uncertainties. The Company's actual results could differ materially from those anticipated in these
forward-looking statements as a result of certain factors, including those set forth in "Risk Factors" and

elsewhere in this Prospectus.

Multex is a leading provider of online investment research and information services designed to meet
the needs of institutional investors, investment banks, brokerage firms, corporations and individual
investors. The Company's services enable timely online access to over 500,000 research reports and
other investment information from more than 300 leading investment banks, brokerage firms and
third-party research providers worldwide, including Merrill Lynch, Morgan Stanley Dean Witter and
Goldman Sachs. More than 400,000 investors and financial professionals, including mutual funds

managers, portfolio managers, institutional investors, brokers and their clients, have access to the



Company's services. In addition to making its services available through its own Web sites, the
Company has established a number of strategic distribution relationships to reach the institutional
market, including relationships with ADP, Bloomberg, Bridge, Dow Jones and Reuters. To target the
individual investor market, the Company recently entered into an agreement with AOL to serve as an
anchor tenant on the AOL Personal Finance channel, and intends to launch the Multex Investor
Network in 1998 to offer a wide range of research reports and other financial information to individual

investors.

Industry Overview

In recent years, there has been substantial growth in the ownership of equity and fixed income
securities worldwide. According to the Investment Company Institute, total financial assets of U.S.
households were $14.0 trillion at the end of 1995, and are expected to grow to over $22.5 trillion by
the year 2000. These assets are invested in, among other things, over 8,500 publicly traded companies
in the United States, including over 2,900 companies that have completed initial public offerings in the
last five years, and thousands more internationally. The growth in financial assets has resulted from a
number of factors, including an increase in the number of mutual funds and increased cash in-flows
into those mutual funds, households allocating more of their assets to equity investments, sustained
high returns in the equity markets over a number of years, and lower trading costs as a result of
regulatory changes and improved technologies. These also have resulted in an increased use of online
trading and the increased acceptance of electronic transmission of data and other information. The
proliferation in equity ownership and associated trading activity has created a need for more
investment research and market information on the part of investors who seek higher returns on their

portfolios.

Investment research is one of the primary tools mutual fund managers, portfolio managers and other
institutional investors use to assist them in deciding whether to invest in a company or industry and
when to buy and sell a particular security. Investment banks and brokerage firms, as the primary
providers of investment research, have invested billions of dollars developing their research
capabilities, which they use to build their brand name recognition, enhance customer loyalty and
generate investment banking and trading revenues. Many of these firms are expanding the breadth and
scope of their research by hiring additional analysts and increasing the number of companies and
industries covered by their research and providing research on international markets. As the industry
becomes more competitive, investment banks and brokerage firms want to distribute their research in
the fastest and most efficient manner possible in order to meet increasing investor demand for better

access to investment research and market information.

Institutional investors are increasingly demanding access to investment research and other market
information--such as SEC reports, business and financial news, stock quotes, stock price graphs and
annual reports--on a "real-time" basis. These investors are also seeking ways to quickly find and retrieve
relevant research and market information online. They are also demanding faster, more efficient and

cost-effective access to other industry and corporate information, as well as better methods to filter and



organize the information they receive from various sources. In addition, large users of investment
research and other financial information also include investment banks and brokerage firms, which
utilize their proprietary research and other corporate documents, as well as research purchased from
other sources, to support their own banking, sales, trading and marketing functions. These firms seek
to quickly and efficiently distribute research and other documents to their investment bankers, brokers

and traders in geographically dispersed locations.

Individual investors are also increasingly demanding investment research and other market
information to support their investing activities. Many individual investors currently do not have
timely access to investment research to satisfy their needs. The ability to offer investment research to
customers is increasingly becoming a competitive advantage and a key differentiator for full service
brokerage firms seeking to compete with discount and online brokerage firms. In addition, personnel
within corporations, such as corporate executives, investor relations departments and strategic
planning departments, as well as professional service firms, such as legal, accounting and consulting
firms, require access to investment research from investment banks, brokerage firms and other third-
party providers. With the cost of personal computers and Internet access continuing to decline,
individual investors and corporate users are increasingly using the Internet as a source of investment
information.

Investment research traditionally has been mailed to institutional investors, which results in a delay in
the receipt of the research and printing, duplicating and mailing costs. In order to distribute research
reports on a more timely basis, some reports are increasingly being sent by facsimile transmission to
investors. However, these conventional distribution methods do not allow investment banks or
brokerage firms to control which investors access and view their research. Moreover, large institutional
investors often receive hundreds of paper reports, totaling thousands of pages, each week. These paper-
based reports must be manually sorted, distributed, stored, reviewed and prioritized, which can be time

consuming and expensive.

In response to the shortcomings of the traditional research distribution methods, investment banks
and brokerage firms have tried new distribution methods, including e-mail and distribution through
their Web sites, with only limited success. Distribution by e-mail requires the recipient to open and
view the e-mail to determine if it is useful and is difficult to differentiate from the other e-mail
messages received by the investor. Also, e-mail messages cannot be searched on a full-text basis and are
not easily archived or retrieved by others. Web-site distribution by investment banks and brokerage
firms requires the investor to visit and search numerous Web sites that provide research, which is time-
consuming and inefficient. Institutional investors need a real-time, commingled source for their
investment research needs. Investment banks and brokerage firms need a solution to their internal and
client investment research distribution needs. Individual investors need access to research from

investment banks, brokerage firms and other third- party providers.



The Multex Solution

Multex is a leading provider of online investment research services designed to meet the needs of
institutional investors, investment banks, brokerage firms, corporations and individual investors. The
Company's services provide users with online access to a wide range of research and other investment
information from leading investment banks, brokerage firms and third-party research providers
worldwide, including Merrill Lynch, Morgan Stanley Dean Witter and Goldman Sachs. The Company's
Internet-based technology solution ensures timely receipt of information for critical investment
decisions and enables research providers to target their research more efficiently. At the same time,
recipients of the information can use the Company's proprietary search tools to locate and retrieve the
desired information, saving the time and expense of manually searching through printed reports.
Online availability also eliminates costs otherwise incurred in printing, mailing, sorting and filing
printed reports. Finally, Multex enables research and information providers to market more efficiently,
not only by reaching their target customers more effectively, but also by providing feedback regarding

their access and usage patterns. The Company's services provide the following key benefits:

Extensive Research Database. Multex provides entitled investors access to an online database of more
than 500,000 research reports from more than 300 leading investment banks, brokerage firms and
third-party research providers. More than 400,000 investors and financial professionals, including
mutual fund managers, portfolio managers, institutional investors, brokers and their clients, have
access to the Company's services. The Company typically adds reports to its database at the rate of
more than 10,000 new reports each week. Multex also provides more than 200,000 recently published
research reports from more than 200 leading contributors to buy-side professionals, corporate
executives, investor relations specialists and individual investors electronic access on a pay-per-view
basis. Research reports in the Multex database include all text, charts, graphs, tables, color and
document formatting contained in the original report. For certain customers, Multex also provides
access to delayed stock quotes through Quote.com and real-time Securities and Exchange Commission

filings through EDGAR Online as part of their subscription.

Efficient, Cost-Effective Research Distribution. Multex enables investment banks, brokerage firms and
third-party research providers to electronically distribute their research reports to their brokers,
bankers and traders and their customers via the Internet or intranets on a real-time basis. Through
services offered by Multex, research can be distributed to multiple locations simultaneously. By using
such services, research providers can target investors worldwide, monitor investor requests for research
reports and determine who has accessed their reports. As services offered by Multex are distributed
over the Internet or intranets, research providers save printing and mailing costs and can more easily
target their research to their customers. The Company's services are password protected and research

included in the Multex database can be accessed only by authorized users.

Comprehensive Search Capabilities. Multex has incorporated extensive search capabilities into its
services, thereby enabling users to rapidly and easily locate relevant commingled research from
hundreds of sources and to reduce the costs of indexing, organizing and distributing research reports.

Users can search for a particular research report by a number of criteria, including company name,



industry, ticker symbol or analyst. Additionally, users can search on a full text basis for words or
phrases. Multex also enables customers to create searchable, customized research profiles and

portfolios, to further facilitate document location and retrieval.

Ease and Efficiency of Use. The Company's services are designed to facilitate the electronic
contribution and online distribution of investment research. The Company's proprietary software
allows sell-side research departments and third-party information providers to easily contribute
research reports, financial models, graphic presentations and other documents in real-time directly to
the Multex database. Research and information providers can use existing word processing and
desktop publishing software, such as Microsoft Word, Excel, PowerPoint, WordPerfect, and HTML and
multimedia creation software, and are not required to modify their method of document creation. For
users accessing research, the Company's proprietary technology incorporates a graphical user interface
and provides access through leading browser technologies to simplify finding, retrieving, viewing and

printing research reports.

Strategy

The Company's objective is to be the leading online investment research network for the financial and
investment community. The Company uses leading Internet technologies to provide a unique,
integrated platform for the efficient distribution of investment research and financial information

worldwide. The following are the key elements of the Company's strategy:

Provide Extensive Investment Research and Information. The Company intends to continue to
leverage its success as an investment research and information source for institutional investors. The
Company continuously targets leading investment banks and brokerage firms in an effort to add their
research to the Multex research database. The Company's database is growing rapidly and the
Company adds approximately 10,000 new research reports to its database each week. By establishing
relationships with other third-party providers of investment and financial information, including
EDGAR Online, Jupiter Communications, Standard & Poor's, ValueLine, The Yankee Group and others,
Multex offers extensive third-party investment research and information. The Company, through
RDG-Multex, Inc., its majority-owned subsidiary ("RDG-Multex"), is also developing the ability to
provide proprietary earnings estimates and related financial reports. Multex believes that by
continually incorporating additional sources of investment and financial information into its database,

the Company will be positioned to become the premier source of high-value investment information.

Expand Distribution Channels. The Company employs a broad array of distribution channels for its
services and is continuously identifying and developing new channels. For the institutional investor
market, Multex has entered into agreements with leading distributors of financial information,
including ADP, Bloomberg, Bridge, Dow Jones and Reuters. In order to enhance the distribution of
investment research to individual investors, Multex has also recently entered into an agreement with

America Online to be an anchor tenant on the investment research area within the AOL Personal



Finance channel and has also entered into agreements to distribute Multex services with a number of
leading Internet-based financial Web sites and distributors, including CNNfn, Data Broadcasting
Corporation (which includes CBS MarketWatch) and Disclosure.

Increase Multex Brand Awareness. Multex believes that increasing the brand name awareness of the
Company and its services in the financial community will contribute to its success. Multex has
successfully built a brand name among institutional investors and research providers and is targeting
its marketing efforts to expand the recognition of its corporate and service names through advertising,
direct mail, trade shows, seminars and conferences as well as joint marketing initiatives with
information providers and distributors. Multex seeks to incorporate its branded logo on each Web site
that utilizes its technology to increase awareness of Multex and its services. To address the individual
investor market, the Company intends to capitalize on its arrangement with America Online and
intends to develop links to the Multex Investor Network from other leading personal finance Web sites.
In addition, the Company has recently launched MX Investor Magazine, an online investment
magazine, which will be available on the Multex Investor Network and is designed to attract individual

investors to the Company's Web sites and increase brand awareness of the Company's services.

Extend Global Presence. To provide U.S. and foreign investors with access to investment research
prepared by leading investment banks and brokerage firms throughout the world, the Company targets
international contributors and subscribers from its headquarters in New York, from an office in
London and through an independent representative in Hong Kong. The Company intends to open
offices in other leading financial centers. The Company believes that institutional investors in Europe,
the Pacific Rim and numerous emerging markets require access to high quality online investment
research and information. Since many investors are investing in markets throughout the world, they
also require research and information from investment banks and brokerage firms in local markets. In
addition, many investment banks and brokerage firms in U.S. and foreign markets are seeking to

distribute their research worldwide.

Maintain Technology Leadership. Multex intends to continuously develop and incorporate new
technologies to enhance its services. The Company intends to maintain its leadership position by
continuing to enhance its technology through investment in research and development activities, use
of new Internet, intranet and extranet technologies and integration of each of its services. In particular,
the Company is extending the available document formats to support spreadsheets, presentation
applications, HTML-based pages, URL references, and audio and video files. The Company is also
developing integrated and directed user alerts and e-mail and fax capabilities. Using its technological

capabilities and expertise, the Company focuses on enhancing its scalable and open architecture.

Focus on Multiple Revenue Opportunities. The Company is pursuing multiple revenue opportunities
for future growth with a particular focus on establishing a recurring revenue stream from subscriptions.
The Company believes that subscriptions, professional service fees, pay-per-view transactions and
advertising represent key opportunities. By expanding the number of research providers and the
amount and formats of information available, the Company believes that it may be able to generate

additional revenue from these enhanced services. In addition, the Company believes that by targeting



individual investors and corporations, the Company may be able to increase the pay-per-view revenues
from Multex Research-On- Demand and the Multex Investor Network services. The Company also

expects to generate advertising revenue from the Multex Investor Network and its other Web sites.

Services

The following table sets forth certain information concerning the Company's principal service

offerings:

Multex Service Offerings

Name of Number Revenue
Service Description Target Market of Users Model
MultexNET Access to real-time Buyside institutions 15,000+ Annual
subscription
commingled research and corporations
MultexEXPRESS Real-time distribution of Sellside investment 350,000+ Annual
subscription

proprietary research and banks and brokerage firms
other information

Multex Research- Access to commingled Commercial and investment banks, Available on Pay-per-
view
On-Demand research on a delayed corporations, financial advisors, the Internet

basis professional services firms and

individual investors

Moultexnet

MultexNET enables subscribers to access on a real-time basis over the Internet commingled full-text
investment research reports supplied by leading investment banks, brokerage firms and third-party
research providers. Typical subscribers include mutual fund managers, other portfolio managers,
institutional investors, research analysts and other financial services professionals. Subscribers to
MultexNET are offered advanced searching and filtering capabilities, and the ability to retrieve
investment research reports over the Internet. The Company's proprietary software enables it to
distribute a particular research or other financial report only to those users who have been authorized
or entitled to access such report by the firm that authored the report. MultexNET enables research and
other information providers to monitor requests for their research reports and determine who has
accessed and viewed the report. Subscribers whose subscription does not entitle them to access
particular embargoed research and third-party research information may be able to access such reports
through Multex Research-On- Demand on a pay-per-view basis after the embargo period (typically 15
days) has ended.

Features of MultexNET include real-time access to high-quality multimedia and rich text research
reports, the ability to utilize advanced searching features which permit searches by company name,

ticker symbol, brokerage firm, analyst, industry/subject codes and date, the ability to create and modify



customized portfolios and profiles in order to ensure the delivery of updated research information
about those companies in a particular user's portfolio or profile, and easy-to-use document viewing,
printing, faxing, and e-mail options. The Company also provides access to delayed stock quotes
through Quote.com and real-time filings with the Securities and Exchange Commission filings through
EDGAR Online as part of the MultexNET subscription. In addition, features currently under
development will enable subscribers to arrange for automated fax and/or e-mail distribution of

research reports to the subscriber's end-users.

Research reports and other financial information available through MultexNET are stored on the
Company's database servers and delivered over its Internet servers. MultexNET requires subscribers to
have an Internet connection or a connection to an extranet maintained by Multex, Microsoft Internet
Explorer or Netscape Navigator Web browsers, and the Adobe Acrobat viewer installed on their

workstation, desktop or laptop computer.

Subscriptions to MultexNET are generally priced at $3,540 to $25,000 annually, depending upon the

number of "seats" or users who can access the service.

Multexexpress

MultexEXPRESS enables investment banks, brokerage firms and other financial institutions to
distribute proprietary financial research as well as internal corporate documents, forms, news and other
proprietary content over the Internet or through intranets and other private networks. Using
MultexEXPRESS, investment banks, brokerage firms and other financial institutions are able to reduce
the cost of printing and distributing research reports and other internal information and can
disseminate more timely information to their employees and customers. Like MultexNET,
MultexEXPRESS offers the contributing firm the ability to identify which users are actually accessing
research through the usage reporting system incorporated into MultexEXPRESS. MultexEXPRESS can
be implemented as a unique Internet site or seamlessly integrated into a firm's existing online presence
to target information to employees and key clients on a real-time basis. MultexEXPRESS is built on the
same technology platform and provides users with the same core functionality found in MultexNET.
MultexEXPRESS also offers additional features and integration options targeted to the internal

distribution needs of investment banks, brokerage firms and other financial institutions.

MultexEXPRESS has been installed at 24 leading investment banking and brokerage firms, with more
than 350,000 users, at March 31, 1998. MultexEXPRESS is generally contracted for a one to three year
period at a fixed rate dependent upon the scale of the enterprise-wide solution offered to the customer.

Currently, the average price is approximately $100,000 for each year of the contract.



Multex Research-on-demand

Multex Research-On-Demand gives libraries, corporations, financial advisors, pension funds, banks,
insurance companies, other professional service firms, as well as institutional and individual investors,
the ability to access certain research reports and other information from a majority of the MultexNET
research providers. Each report can be purchased on a pay-per-view basis after an embargo period
during which the research providers make the report available on a proprietary basis only to their own
customers. A growing subset of the content in the Multex database, 40% as of April 30, 1998, is
available on Multex Research-On-Demand. This service is available either on a stand-alone basis,
through strategic distribution channels or as a part of MultexNET, MultexEXPRESS or Multex
Investor Network. While the majority of the reports available on Multex Research-On-Demand relate
to U.S. equities and investment opportunities, the Company is adding information relating to foreign

equities and investment opportunities.

Multex Research-On-Demand customers can purchase and download the research reports to their own
computer using advanced searching and filtering technology that locates documents by symbol,
industry, brokerage firm, full- text words and phrases, or user-defined portfolios and profiles. Users can
receive e-mail alerts throughout the day, which may be keyed to their portfolios or other user-provided
specifications. The financial research reports available to Multex Research-On-Demand customers
include both those relating to a particular company and those relating to an industry as a whole.
Research from independent research providers (such as Jupiter Communications, Standard & Poor's
and The Yankee Group) is also available for purchase. An online purchase history provides a specific list

of all of the reports purchased by an individual user.

Prices per document available through Multex Research-On-Demand generally range from $10 to
$150, based on the length and type of document. The pay-per- view fees are generally shared between
the investment bank, brokerage firm or third-party research provider that supplied the original
research report, the distributor through which the purchase was initiated, if any, and the Company.
There is no registration or subscription fee for use of this service. Certain users have purchased an
annual subscription which enables them to purchase individual research reports at a discounted price.
The Company is also adding analysis from leading third-party advisory services, some of which offer

single reports at prices in excess of $1,000 per report.

Other Services

The Company, through RDG-Multex, maintains an earnings estimate database which is resold through
various distributors and offers its proprietary earnings estimates and related financial reports. These
reports, which combine information from the Company's earnings estimates database with other
fundamental data obtained from a variety of sources, are sold on a pay-per- view basis through Multex

Research-On-Demand and may be offered in the future on a subscription basis.



The Company recently began publishing MX Investor Magazine, an investment magazine available
through the Company's home page on the Internet. Articles in MX Investor Magazine are either
produced by an in-house publishing group or acquired from freelance journalists. The content is
designed to offer an overview of market developments and a convenient point of reference for relevant

recurring information, such as the timing and location of conferences and seminars.

The Multex Investor Network is intended to target the individual investor market. Using the free
content available from MX Investor Magazine, and offering reports for sale from investment banks,
brokerage firms and third- party research providers through Multex Research-On-Demand, as well as
reports from RDG-Multex, the Company intends to offer a wide range of services to the individual
investor market. In addition to subscription fees for a premium version of MX Investor Magazine and
pay-per-view fees from Multex Research-On- Demand, the Company intends to generate revenues

from its individual investor services by selling advertising on the Multex Investor Network.

Research and Information Providers

The Company has dedicated substantial resources to develop relationships with an extensive range of
domestic and international investment banks, brokerage firms and third-party research providers. The
Company has a dedicated sales force which is continually recruiting research providers. The Company

manages its relationship with each major research provider through account representatives.

Currently, the Multex database consists of more than 500,000 research reports and is growing at the
rate of more than 10,000 new reports each week. Research contributors include more than 300 leading
investment banks, brokerage firms and third-party research providers. Set forth below is a

representative list of the Company's research and information providers:

Selected North American Information Providers

ABN Amro Chicago Corporation
BancAmerica Robertson Stephensx

Brown Brothers Harrimanx
BT Alex. Brownx

Chase Securities

CIBC Oppenheimerx
Associatesx

Cowen & Co.x*

CS First Boston

Dain Rauscher Wesselsx
Goldman Sachs & Co.
Group*

Gruntal & Co.x
Hambrecht & Quistx

ING Barings
Interstate/Johnson Lanex
J.P. Morgan Securities
J.C. Bradford & Co. x*
Janney Montgomery Scottx
Jefferies & Co. x*

Keefe, Bruyette & Woodsx
Legg Mason Wood Walkerx
Merrill Lynch

Morgan Keegan & Companyx

Morgan Stanley Dean Witter

NationsBanc Montgomery Securities

Selected International Information Providers

ABN Amro
Alfred Berg
Auerbach Graysonx

Bankers Trust Australia Limited

Internationalx
Caspian Securities
Cazenove & Co.

Deutsche Morgan Grenfell
Dresdner Kleinwort Benson
Fox American

Goldman Sachs International

HSBC James Capel
Indosuez WI Carr

Needham & Co.x*
PaineWebberx

Piper Jaffrayx
Prudential Securities
Ragen McKenziex
Raymond James &

Robinson-Humphreyx
Salomon Smith Barneyx
SBC Warburg Dillon Readx
Soundview Financial

UBS Securities
Volpe Brown Whelan

NatWest Markets
Nomura Securities
International+
PaineWebber

Paribas
Salomon Smith Barneyx



Clarion Securities ING Barings Santander Investment
Securities

Credit Lyonnais Securities Asia
Credit Suisse First Boston

Daiwa Institute of Research Ltd.x

JP Morgan Securities Ltd.
Merrill Lynch International
Morgan Stanley International

SBC Warburg Dillon Read
SocGen Crosby Securities
Union Bank of Switzerland

Selected Third-Party Information Providers

CNBC/Dow Jonesx IPO Mavenx The Red Chip Reviewx
Company Guidesx Jupiter Communicationsx Value Line Mutual Fund
Surveyx

Disclosurex Renaissance Capitalx Wall Street Transcriptx

Instinet Researchx Standard & Poor'sx Yankee Groupx*

* Also provides research and information for Multex Research-On-Demand

Customers

The Company has dedicated substantial resources to developing relationships with an extensive range
of buyside institutions, investment banks, brokerage firms, libraries, corporations, and other
professional service firms. As a result, MultexNET is used at over 4,000 financial institutions and
corporations, MultexEXPRESS is used by 24 of the world's leading brokerage firms, and thousands of

users access Multex Research-On-Demand.

Set forth below is a representative list of the Company's customers:

AIM Advisors Franklin Research and Development Merrill Lynch Asset
Alliance Capital Management Gabelli Asset Management Management
Arthur Andersen & Company GE Capital Morgan Stanley Asset
BancAmerica Robertson Stephens Goldman Sachs & Co. Management

Barclays Global Investors
BT Alex. Brown

Conseco Inc.

Cowen & Co.

Dain Rauscher Wessels
Delaware Management

Dresdner/RCM Global Investors

Ernst & Young

Read

Fidelity Capital Markets

Group

Fleet Investment Advisors--
Equity Partners

Gruntal & Co.

Heidrick & Struggles
Hewlett-Packard

Invesco Asset Management
J.C. Bradford & Co.
Jefferies & Co.

John Hancock Advisors
Kleinwort Benson Investment

Management

Legg Mason Wood Walker
McKinsey & Co.

Strategic Distribution Relationships

Oppenheimer Funds
PaineWebber

Piper Jaffray

T. Rowe Price

Ragen McKenzie
Salomon Smith Barney
Asset Management
SBC Warburg Dillon

Soundview Financial

UBS Securities
Vanguard

The Company has established a number of strategic distribution relationships to provide marketing

and additional distribution for its services, to build traffic on its Web site and to increase investor

awareness of the Multex brand. These strategic relationships target one of two markets: institutional

investors and individual investors.



The Company has entered into certain agreements and strategic relationships with ADP, Bloomberg,
Bridge and Reuters to assist the Company in marketing its services to institutional investors. In each
case, the Company shares in revenues generated from sales to end-users through the strategic partners'
distribution networks. The principal services distributed by these strategic partners are MultexNET,
which is made available as a service through the partners' distribution network on similar terms to

those available to subscribers to MultexNET over the Internet, and Multex Research-On-Demand.

In order to enhance the distribution of investment research to the individual investor market, the
Company has recently entered into an agreement with America Online. This agreement is for an initial
two-year term and is automatically renewable unless either party give advance notice of its intention
not to renew. Under its agreement with AOL, the Company has secured a position as an anchor tenant
on the AOL Personal Finance channel as well as a programming presence on other screens within the

AOL service, with links from those locations back to the Company's Web site.

In addition to the strategic relationships described above, the Company has entered into agreements
with numerous other distributors, including Big Charts, CBS Marketwatch, CNNfn, Data Broadcasting
Corp., Disclosure, Edgar Online, Hoover's, PetroChemNet, Quote.com, StockPoint, WSRN and Ziff
Davis Interactive Investor, to further attract traffic to the Multex Investor Network and the Company's
other Web sites.

Sales and Marketing

The Company sells its services through a sales and marketing organization, which consisted of an
aggregate of 36 employees at March 31, 1998. The sales force is organized into geographic teams
focused on sales of subscriptions to MultexNET, sales of the MultexEXPRESS service, and sales of
Multex Research- On-Demand on a pay-per-view or subscription basis. The sales force develops sales
presentations, demonstrates the Company's services, and manages the complete sales cycle. The
Company currently has sales personnel in New York, Washington D.C. and London, as well as an
independent representative in Hong Kong, who are responsible for specific geographic territories as
well as named accounts and prospects around the world. The Company recently opened a sales office in

San Francisco and plans to add additional sales personnel from time to time as necessary.

In addition to its direct sales efforts, the Company's services are also sold over a growing number of
third-party channels including Bloomberg, Reuters, Disclosure and others, which reach institutional
and individual investors around the world. The Company believes that its presence on these channels
also serves as a significant and continuous source of brand marketing for the Company and its services.
See "--Strategic Distribution Relationships."

To support its sales efforts, the Company employs a variety of methods to market and promote its
services and the Multex brand name. These methods include direct mail, print advertisements, Internet
advertisements, trade shows and conferences, and telemarketing. In addition, the Company's quarterly
newsletter is designed to alert clients to new services and features and serve as a vehicle for furthering

brand awareness. The Company also utilizes its Web site, which incorporates MX Investor Magazine,



and which is continually updated with corporate and industry news, new information about the
Company's services and other financial information, to provide links and other registration

opportunities, all designed to create awareness, generate leads and sell services.

Research and Development

The Company's future success will depend upon its ability to maintain and develop competitive
technologies, to continue to enhance its current services and to develop and introduce new services in a
timely and cost-effective manner that meet changing conditions such as evolving customer needs, new
competitive service offerings, emerging industry standards, and changing technology. The Company
has a dedicated research and development organization that develops new features and functionality
for its existing services as well as the software that supports new services. The research and
development team has expertise in network development and maintenance, Internet and intranet
protocols, software development, database maintenance and development and a variety of
programming tools and languages and operating systems. At March 31, 1998, Multex had 21
employees engaged in research and development. Research and development expenses were $1.4
million in 1996, $1.6 million in 1997 and $440,000 in the three months ended March 31, 1998. The

Company anticipates making substantial expenditures on research and development in the future.

The market for investment analysis software is characterized by rapidly changing technology, evolving
industry standards in computer hardware, programming tools, programming languages, operating
systems, database technology and information delivery systems, changes in customer requirements and
frequent new product introductions and enhancements. There can be no assurance that the Company
will be able to develop and market, on a timely basis, if at all, service enhancements or new services
that respond to changing market conditions or that will be accepted by investors. Any failure by the
Company to anticipate or to respond quickly to changing market conditions, or any significant delays
in service development or introduction, could cause users to delay or decide against purchases of the
Company's services and would have a material adverse effect on the Company's business, financial
condition and results of operations. See "Risk Factors--Emerging Market for Electronic Investment

Research."

Customer Service and Network Support

The Company is committed to providing a high level of service and support to its customers. As the
Company's services are available to users 24 hours-a- day, 7 days-a-week, the Company's network
support services are continuously available. Customer service is generally available weekdays from
8AM to 6PM (EST). Inquiries come in through the Company's Web sites and via e-mail and telephone.
At March 31, 1998, Multex had 27 employees engaged in customer service and network support.



System Architecture and Technology

Multex believes that its system architecture and proprietary technology provides it with an important
competitive advantage. Multex uses open standard components including Windows N'T, Microsoft
Internet Information Server, Microsoft SQL Server, and Fulcrum Server. The infrastructure of the
Company's Production Site is built to provide continuous availability of service to the clients over
Internet and intranet channels. All the critical components of the system are redundant, which allows
continuous service in case of unexpected component failure, maintenance and upgrades. The
Company's infrastructure is scalable, allowing Multex to quickly adjust to an expanding client base and

a research information database.

The Company's operations are dependent on its ability to maintain its computer and
telecommunications systems in effective working order and to protect its systems against damage from
fire, natural disaster, power loss, telecommunications failure or similar events. Although the Company
is currently in the planning stages of acquiring and implementing a redundant back-up, off-site
computer system, this measure does not eliminate the significant risk to the Company's operations
from a natural disaster or system failure at its principal site. In addition, any failure or delay in the
timely transmission or receipt of feeds and computer downloads from its information providers, due to
system failure of the information providers, the public network or other failures, could disrupt the

Company's operations. See "Risk Factors--Risk of System Failure or Security Breach."

Competition

The market for the electronic distribution of investment research and related services is intensely
competitive and such competition is expected to continue to increase. The Company believes that its
ability to compete depends upon many factors within and beyond its control, including continuing
relationships with leading providers of investment research, the timing and market acceptance of new
services and enhancements to existing services developed by the Company and its competitors, ease of
use, performance, price, reliability, customer service and support, and sales and marketing efforts. The
Company's competitors vary in size and in the scope and breadth of services offered. Further, the
Company encounters direct and indirect competition from a number of sources, including traditional
media, companies that provide investment research (including investment banks and brokerage firms
that have their own Web sites), investment newsletters, personal financial magazines and other Internet

providers of either free or subscription research services.

The Company believes that the principal competitive factors in attracting and retaining information
providers include the ability to provide full-text, publication-quality research reports electronically on
a real time basis, relationships with institutional investors interested in receiving such research and the
flexibility of open architecture systems which enable any computer user with access to a browser to
receive research reports regardless of which operating system controls the information provider's
computer. The Company believes that the principal competitive factors in attracting and retaining

subscribers include price of the service, the depth, breadth and timeliness of content, the full-text



search features available and the ease of use. The Company believes that the principal competitive
factors in attracting advertisers will include the number of subscribers, the demographics of such
subscribers and the "pre-qualification” features that can be offered to investment banks and brokerage
firms. There can be no assurance that the Company will be able to compete favorably with respect to

these or any other competitive factors.

The Company's MultexNET and Multex Research-On-Demand services compete with large and well-
established distributors of financial information, such as First Call, Investext and I/B/E/S. In addition,
the Company's MultexEXPRESS service competes with services provided by in-house management
information services personnel and independent systems integrators. Numerous other competitors,
such as Market Guide, Standard & Poor's, Moody's and others offer similar investment research based
services that compete, or may in the future compete, directly and indirectly with the Company's
services. Many of the Company's existing competitors, as well as a number of prospective competitors,
have longer operating histories, greater name recognition, larger customer bases and significantly
greater financial, technical and marketing resources than the Company. As a result, they may be able to
respond more quickly to new or emerging technologies and changes in investor requirements, or to
devote greater resources to the development, promotion and sale of their services than the Company.
Such competitors may be able to undertake more extensive marketing campaigns, adopt more
aggressive pricing policies and make more attractive offers to potential employees, subscribers,

strategic partners and providers of investment research information. See "Risk Factors--Competition."

Intellectual Property

The Company regards its intellectual property as critical to its future success, and the Company relies
upon copyright, patent, trade secret and trademark laws in the United States and other jurisdictions to
protect its proprietary rights. The Company owns copyrights in the computer software and on-line
materials that it has developed or acquired, and currently holds limited licenses to use and distribute
certain software in which third parties own copyrights, including software for electronic document and
database management. The Company has also entered into limited license agreements with certain of
the numerous investment banks, brokerage firms and other third- party research providers that own
the copyrights in research reports that the Company distributes electronically. The Company
distributes other research reports without the benefit of written licenses with the providers of those
reports, solely on the basis of implied licenses that the Company believes such providers have granted.
There can be no assurance that the Company will be able to maintain its licenses of research content or
of third-party software, that the Company will be able to obtain such licenses in the future on
commercially reasonable terms or at all, that the Company will be able to continue to distribute those
research reports for which it does not have written licenses or that the Company's competitors will not
be able to independently develop competing software or on-line materials so as to avoid infringing
upon the Company's copyrights. Also, because the Company's licenses of third-party software and
research content are not exclusive, such software and content is and will be available to the Company's

current and future competitors. The Company's failure to protect or secure ownership of, or to



maintain licensed rights to use and distribute software and content of others, or the ability of the
Company's competitors to obtain rights to distribute the same research reports that the Company
distributes, could have a material adverse effect on the Company's business, results of operations and

financial condition.

The Company also relies on trade secret laws, and has filed five patent applications with the United
States Patent and Trademark Office and applications corresponding to three of those United States
applications in other countries through an international patent filing, to protect its proprietary
software technology and systems for electronic contribution, storage, searching and distribution of
investment research reports. To date, no patents have been issued to the Company. There can be no
assurance that any of the Company's pending patent applications will be allowed, that any patents will
be issued to the Company even if the respective applications have been or will be allowed, or that any
patents that are issued to the Company will not be successfully challenged by others and invalidated
through administrative agreements with employees, representatives, advisors and others. There can be
no assurance that such unauthorized use or disclosure, that employees of the Company, its
representatives and advisors and others will maintain the confidentially of such trade secrets, or that

such trade secrets will not otherwise become known, or be independently developed, by competitors.

The Company relies upon and seeks to protect trademarks and service marks that it currently uses, and
those that it intends to use in the future, through registration in the United States and other
jurisdictions. The Company has been granted United States federal and German registrations for
MultexNET, and two MultexNET logos, as trademarks and service marks, and has applied for
registration of the same marks in Japan, Taiwan, Hong Kong, the United Kingdom and the European
Union. There can be no assurance that any of the Company's pending trademark applications will be
allowed or granted and, if they are allowed or granted, that they, or any of the registrations that have
already been granted to the Company, will not be successfully challenged by others and invalidated
through administrative process or litigation. The Company has not yet sought to register, in the United
States or elsewhere, other trademarks and service marks that it currently uses or intends to use,
including MultexEXPRESS, Multex Research-On- Demand, Multex Investor Network and MX Investor
Magazine. There can be no assurance that the Company's use of and interest in such trademarks and
service marks will be subject to any legal protection in any of the jurisdictions in which the Company
now does business or might do business in the future. As the Company's business is dependent on
brand recognition in the marketplace, any failure to maintain and protect the Company's trademarks
and service marks could have a material adverse effect on the Company's business, results of operations

and financial condition.

The Company expects to license certain of its proprietary rights to third parties, including in
connection with the establishment of its international business operations, which may be controlled by
such third parties. While the Company will attempt to ensure that its proprietary interests will be
protected by its business partners, no assurances can be given that such partners will not take actions
that could materially and adversely affect the value of the Company's proprietary rights or the
reputation of its services and technologies. The Company currently licenses certain aspects of its text

search functionality and relational database technologies from third parties. The failure by the



Company to maintain these licenses, or to find a replacement for such technologies in a timely and
cost-effective manner, could have a material adverse effect on the Company's business, results of

operations and financial condition.

Legal standards relating to the validity, enforceability and scope of protection of certain proprietary
rights in Internet-related businesses are uncertain and still evolving, and no assurance can be given as
to the future viability or value of any proprietary rights of the Company or other companies within the

industry. See "Risk Factors--Dependence on Intellectual Property; Risk of Infringement Claims."

Government Regulation

The Company is subject, both directly and indirectly, to various laws and governmental regulations
relating to its business. There are currently few laws or regulations directly applicable to access to or
commerce on commercial online services or the Internet. However, due to the increasing popularity
and use of commercial online services and the Internet, it is possible that a number of laws and
regulations may be adopted with respect to commercial online services and the Internet. Such laws and
regulations may cover issues such as user privacy, pricing and characteristics and quality of products
and services. Moreover, the applicability to commercial online services and the Internet of existing
laws governing issues such as property ownership, libel and personal privacy is uncertain and could
expose the Company to substantial liability. Any such new legislation or regulation or the application
of existing laws and regulations to the Internet could have a material adverse effect on the Company's

business, results of operations and financial condition.

Tax authorities in a number of states are currently reviewing the appropriate tax treatment of
companies engaged in Internet commerce. New state tax regulations may subject the Company to
additional state sales and income taxes. As the Company's service is available over the Internet
anywhere in the world, multiple jurisdictions may claim that the Company is required to qualify to do
business as a foreign corporation in each such jurisdiction. The failure by the Company to qualify as a
foreign corporation in a jurisdiction where it is required to do so could subject the Company to taxes
and penalties for the failure to qualify. It is possible that state and foreign governments might also
attempt to regulate the Company's transmissions of content on the Company's Web sites or prosecute
the Company for violations of their laws. There can be no assurance that violations of local laws will
not be alleged or charged by state or foreign governments, that the Company might not unintentionally
violate such law or that such laws will not be modified, or new laws enacted, in the future. See "Risk

Factors--Government Regulation and Legal Uncertainties."

Employees

At March 31, 1998, the Company employed 120 persons, of which 36 were in sales and marketing, 27
were in network operations, 22 were in contributor relations, 21 were in research and development and
14 were in accounting, finance and administration. In addition, the Company retains the services of

one independent representative in Hong Kong to solicit research and information providers. The



Company's future success will depend in large part upon its ability to attract and retain highly qualified
employees. Competition for such personnel, in particular technology professionals, is intense, and
there can be no assurance that the Company will be able to retain its senior management or other key
employees or that it will be able to attract and retain additional qualified personnel in the future. The
Company's employees are not represented by any collective bargaining organization, and the Company
considers its relations with its employees to be good. See "Risk Factors-- Dependence on Key

Personnel."

Facilities

The Company's corporate headquarters are located in New York, New York. The Company leases
approximately 20,000 square feet, under a lease which expires in December 2000. The Company also
leases space for its sales and marketing efforts in San Francisco, Washington, D.C. and London. The
Company currently is seeking additional facilities and believes that it will be able to obtain additional

space as needed on commercially reasonable terms.

Legal Proceedings

The Company is not a party to any material legal proceedings.

Management

Directors, Executive Officers and Key Employees

Directors, executive officers and other key employees of the Company, and their ages as of March 31,

1998, are as follows:
Name Age Position

Isaak Karaev(1)............. 51 Chairman, President and Chief Executive Officer James M. Tousignant.........
37 Senior Vice President Philip Callaghan............ 45 Chief Financial Officer Gregg B. Amonette...........
45 Vice President, Sales and Marketing John J. Mahoney............. 39 Vice President, Product
Development Mikhail Akselrod............ 43 Vice President, Operations Malcolm Draper, Jr.......... 46 Vice
President, RDG-Multex William Ferguson............ 50 Managing Director, International Operations
Eduard Kitain............... 32 Vice President, Software Engineering Philip Scheps............... 51 Vice
President, Finance and Controller Bruce E.H. Barlag........... 45 Director Davis Gaynes(2)(3).......... 35
Director I. Robert Greene(1)(2)...... 38 Director Peter G. LaBonte............ 38 Director Milton J. Pappas(1)
(2)(3)... 69 Director (1) Member of the Executive Committee. (2) Member of the Compensation
Committee. (3) Member of the Audit Committee.



Isaak Karaev co-founded the Company in April 1993 and has served as President and Chief Executive
Officer and a director of the Company since that time. In addition, Mr. Karaev served as Chairman of
the Board of Directors from the Company's inception to October 1996 and has served as Chairman of
the Board of Directors since April 1998. Before founding the Company, Mr. Karaev was the Senior Vice
President for Advanced Systems Development in the Brokerage Services Information Group of
Automatic Data Processing, Inc. ("ADP"), a provider of front-office market data services and back-office
processing to the financial services industry, from 1989 to April 1993. Mr. Karaev was named to the
Board of Directors pursuant to an agreement which will terminate upon the consummation of the

offering.

James M. Tousignant co-founded the Company in April 1993 and has served as the Company's Senior
Vice President since that time. Before founding the Company, Mr. Tousignant was Senior Director of

Sales in the Brokerage Services Information Group of ADP from 1989 to April 1993.

Philip Callaghan has served as the Company's Chief Financial Officer since December 1996. From
1992 to November 1996, Mr. Callaghan was Executive Vice President and Chief Financial Officer of
Graff Pay-Per-View, Inc., a company distributing programming to the cable and direct satellite
industries in the United States and Europe. He served as the Managing Director of Media Computer

Systems Limited, a software developer for the radio and television industries, from 1989 to 1992. From
1987 to 1989, Mr. Callaghan was Financial Director of MTV Europe.

Gregg B. Amonette has served as the Company's Vice President, Sales and Marketing since August
1996. From January 1995 to July 1996, Mr. Amonette was Vice President and General Manager of
Micrognosis, Inc., a division of CSK Corporation, a provider of bank and brokerage trading-room
software and technology. From 1984 to December 1994, Mr. Amonette served in various capacities in
the Brokerage Services Information Group of ADP, including most recently as Vice President of Retail

Sales.

John J. Mahoney has served as the Company's Vice President, Product Development since April 1993.
Prior to joining the Company, Mr. Mahoney was Vice President in the Brokerage Services Information
Group of ADP from 1989 to April 1993.

Mikhail Akselrod joined the Company in April 1993 and has served as the Company's Vice President
of Operations since April 1997. Prior to joining the Company, Mr. Akselrod was an independent
software consultant from 1991 to March 1993 and previously was Chief Engineer at R.H. Lytle Co., an
independent systems integration consulting firm, from 1989 to 1991.

Malcolm Draper, Jr. has served as the Company's Vice President, RDG-Multex Systems, Inc. since April
1998, and served as the Company's Vice President, International Operations from April 1997 to April
1998 and as its Vice President, Operations from May 1995 to April 1997. Prior to joining the
Company, Mr. Draper was Chief Financial and Administrative Officer of Paresco, Inc., an asset
management company, from March 1994 to April 1995. From 1991 to February 1994, he was Manager

of Software Development at Quies Corp., a software company.



William Ferguson has served as the Company's Managing Director, International Operations since
February 1998. From September 1997 to January 1998, Mr. Ferguson was an independent consultant.
From 1989 to September 1997, Mr. Ferguson served as President of Thomson Technical Data
Corporation, a division of Thomson Financial Services, Inc. delivering real time fundamental and

technical analysis to bond, foreign exchange and derivative professionals.

Eduard Kitain has served as the Company's Vice President, Software Engineering since January 1997
and has held various positions with the Company since November 1993. From 1992 to October 1993,

Mr. Kitain was a programmer analyst for Cashflow Software, Inc., a software development company.

Philip Scheps has served as the Company's Vice President of Finance and Controller since December
1993. Prior to joining the Company, Mr. Scheps served as Controller of Harve Benard Ltd., a wholesale
and retail apparel company, from 1990 to November 1993.

Bruce E.H. Barlag has served as a director of the Company since July 1997. Mr. Barlag founded and has
served as President and Chief Executive Officer of Crater Valley Enterprises, an Internet company,
since April 1998. From October 1997 to April 1998, Mr. Barlag was a management consultant. Mr.
Barlag was Executive Vice President, Interactive Services, and member of the senior management team
at Gartner Group, Inc. from September 1994 to October 1997. From 1985 to September 1994, Mr.
Barlag was the President and Chief Executive Officer of New Science Association, Inc. Mr. Barlag was
named to the Board of Directors pursuant to an agreement which will terminate upon the

consummation of the offering.

Davis Gaynes has served as a director of the Company since February 1997. Since April 1995, Mr.
Gaynes has been Executive Vice President for Reuters America Holdings Inc., an affiliate of Reuters
Holdings PLC ("Reuters"), a news and information organization. Mr. Gaynes currently serves as
Executive Vice President of Sales and Marketing of Instinet Corporation, a wholly owned subsidiary of
Reuters, that provides electronic brokerage services to investment professionals worldwide. He has
held various positions at Instinet Corporation since 1984. Reuters America Inc. is a significant
stockholder of the Company. Mr. Gaynes was named to the Board of Directors pursuant to an

agreement which will terminate upon the consummation of the offering.

I. Robert Greene has served as a director of the Company since July 1996. Since August 1994, Mr.
Greene has been a Principal with Chase Capital Partners, a global private equity organization. From
1988 to July 1994, he was an Associate Director and Principal of Prudential Equity Investors. Chase
Capital Partners is a significant stockholder of the Company. Mr. Greene was named to the Board of

Directors pursuant to an agreement which will terminate upon the consummation of the offering.

Peter G. LaBonte has served as a director of the Company since April 1998. Mr. LaBonte is currently
Vice President, International Marketing of Reuters Limited, a position he has held since January 1997.
From 1996 to 1997, he was a Managing Director, Emerging Markets Services of Moody's Investors
Services. From 1995 to 1996, Mr. LaBonte served as Vice President, Fidelity Brokerage Group of

Fidelity Investments. From 1988 to 1995, he was Vice President, Capital International of Morgan



Stanley & Co. Reuters is a significant stockholder of the Company. Mr. LaBonte was named to the
Board of Directors pursuant to an agreement which will terminate upon the consummation of the

offering.

Milton J. Pappas has served as a director of the Company from November 1993 to March 1994, and
since July 1996. In addition, Mr. Pappas served as Chairman of the Board of Directors from October
1996 to April 1998. Since 1983, Mr. Pappas has served as Chairman of Euclid Partners Corporation, a
management company providing services to certain venture capital investment funds, including Euclid
Partners III, L.P. and Euclid Partners IV, L.P (collectively, "Euclid Partners"). Mr. Pappas serves as a
director of Netegrity, Inc., a provider of Web security products. Euclid Partners is a significant
stockholder of the Company. Mr. Pappas was named to the Board of Directors pursuant to an

agreement which will terminate upon the consummation of the offering.

Composition of the Board of Directors

Effective upon the consummation of this offering, the Board of Directors will be divided into three
classes, each of whose members will serve for a staggered three-year term. Upon the expiration of the
term of a class of directors, directors in such class will be elected for three-year terms at the annual

meeting of stockholders in the year in which such term expires.

Board Committees

The Audit Committee of the Board of Directors reviews, acts on and reports to the Board of Directors
with respect to various auditing and accounting matters, including the selection of the Company's
auditors, the scope of the annual audits, fees to be paid to the auditors, the performance of the
Company's independent auditors and the accounting practices of the Company. The members of the

Audit Committee are Messrs. Gaynes and Pappas.

The Compensation Committee of the Board of Directors and determines the salaries and incentive
compensation of the officers of the Company and provides recommendations for the salaries and
incentive compensation of the other employees and the representatives of the Company. The
Compensation Committee also administers the Company's various incentive compensation, stock and

benefit plans. The members of the Compensation Committee are Messrs. Gaynes, Greene and Pappas.

The Executive Committee of the Board of Directors meets periodically with management to advise
upon and approve the details of the execution of strategy decided at Board meetings, and to consider
strategic developments that may arise between the regularly scheduled Board meetings. The members

of the Executive Committee are Messrs. Greene, Karaev and Pappas.



Director Compensation

The Company does not currently compensate its directors for attending Board of Directors or
committee meetings, but reimburses directors for their reasonable travel expenses incurred in
connection with attending meetings of the Board of Directors or committees of the Board of Directors.
Bruce E.H. Barlag is the only non-employee director who has received cash compensation from the
Company. In addition to the award of an option of 4,500 shares granted in April 1998, the Company
has an arrangement under which Mr. Barlag is a consultant for the Company from time to time. To
date, Mr. Barlag has earned $2,000 as a result of this arrangement. The Company does not anticipate

incurring any significant future costs as a result of the arrangement.

Under the Automatic Option Grant Program of the 1998 Stock Option Plan (as defined below under "-
-1998 Stock Option Plan"), and subject to the last sentence of this paragraph, each individual who is
serving as a non-employee member of the Board of Directors at the time the Registration Statement of
which this Prospectus forms a part is declared effective and who has not previously been in the employ
of the Company will receive at that time an option grant for 8,000 shares of Common Stock with an
exercise price equal to the Price to Public set forth on the cover page of this Prospectus. Each
individual who first joins the Board of Directors after the effective date of this Offering as a non-
employee member of the Board of Directors will also receive an option grant for 8,000 shares of
Common Stock at the time of his or her commencement of service on the Board of Directors, provided
such individual has not otherwise been in the prior employ of the Company. In addition, at each
Annual Stockholders Meeting, beginning with the 1999 Annual Meeting, each individual who is to
continue to serve as a non-employee member of the Board of Directors will receive an option grant to
purchase 2,500 shares of Common Stock, whether or not such individual has been in the prior employ
of the Company. However, any non-employee member of the Board of Directors who, directly or
indirectly, is a 5% or greater stockholder or is affiliated with or a representative of a 5% or greater
stockholder, shall not be eligible to receive any option grants under the Automatic Option Grant

Program.

Executive Compensation

The following table sets forth all compensation earned during the fiscal year ended December 31, 1997
by the Company's Chief Executive Officer and its other four most highly compensated executive
officers of the Company whose salary and bonus exceeded $100,000 in 1997 (the "Named Executive
Officers").

Summary Compensation Table

Long-Term
Annual Compensation
Compensation(1) Awards

Securities Underlying
Name and Principal Position Salary Bonus Options



Isaak Karaev. ... oo oo niiiiiiiennnnnn $199,615 -- 316,667
President and Chief Executive Officer

James M. Tousignant..................... 124,885 $100,000 16,667
Senior Vice President

Philip Callaghan...........ciiiiinnnnn.. 125,385 50,000 66,667(2)
Chief Financial Officer

Gregg B. Amonette...........oiiiiiiin.. 127,212 50,000 66,667(3)
Vice President, Sales and Marketing

John J. Mahoney......veiininennnnennnn. 121,923 50,000 25,000(4)

Vice President, Product Development

(1) The column for "Other Annual Compensation" has been omitted because there is no compensation
required to be reported in such column. The aggregate amount of perquisites and other personal
benefits provided to each Named Executive Officer is less than 10% of the total annual salary and
bonus of such officer. (2) Includes an option for 50,000 shares granted in December 1996 and amended
in April 1997 to reduce the exercise price; all other terms of the option remained unchanged. (3)
Includes options for an aggregate of 50,000 shares granted in August 1996 and January 1997, and
amended in April 1997 to reduce the exercise price; all other terms of the option remained unchanged.
(4) Consists of an option for 25,000 shares granted in January 1997 and amended in April 1997 to

reduce the exercise price; all other terms of the option remained unchanged.

Option Grants in Last Fiscal Year

The following table sets forth certain information regarding options granted to the Named Executive
Officers during the fiscal year ended December 31, 1997. The Company has never granted any stock
appreciation rights.

Individual Grants(1)
Potential Realizable

Value
Number of Percent of Total at Assumed Annual
Rates
Securities Options 0f Stock Price
Appreciation
Underlying Granted to For Option Term(3)
Options Employees Exercise Price Expiration ------ - - ————----———————-
Name Granted In 1997(2) Per Share($) Date 5% 10%
Isaak Karaev............ 100,000(4) 10.7% $0.83 04/16/02 $ 22,931 $
50,672
216,667(5) 23.3 0.83 04/16/02 49,685
109,790
James M. Tousignant..... 16,667 1.8 0.75 12/16/07 7,861
19,922
Philip Callaghan........ 50,000(6) 5.4 0.75 12/01/06 20,675
50,923
16,667 1.8 0.75 12/16/07 7,861
19,922
Gregg B. Amonette....... 33,333(6) 3.6 0.75 07/31/06 13,783
33,948
16,667(6) 1.8 0.75 12/31/06 7,861
19,922
16,667 1.8 0.75 10/20/07 7,861

19,922



John J. Mahoney......... 25,000(6) 2.7 0.75 12/31/06 11,792
29,883

(1) Each option represents the right to purchase one share of Common Stock. The options shown in
this column are all incentive stock options granted pursuant to the Company's 1993 Stock Incentive
Plan. The options shown in this table, except as otherwise indicated below, become exercisable at a rate
of 25% annually over four years from the date of grant. To the extent not already exercisable, certain of
these options may become exercisable in the event of a merger in which the Company is not the
surviving corporation or upon the sale of substantially all of the Company's assets. See "--1998 Stock
Option Plan." (2) In the year ended December 31, 1997, the Company granted options to purchase an
aggregate of 930,667 shares of Common Stock. The percentages in this column exclude, for purposes
of calculating the denominator, all options granted prior to 1997 that were re-priced in April 1997. (3)
Amounts represent hypothetical gains that could be achieved for the respective options if exercised at
the end of the option term. The 5% and 10% assumed annual rates of compounded stock price
appreciation are mandated by rules of the Securities and Exchange Commission (the "Commission")
and do not represent the Company's estimate or projection of the Company's future Common Stock
prices. These amounts represent certain assumed rates of appreciation in the value of the Company's
Common Stock from the fair market value on the date of grant. Actual gains, if any, on stock option
exercises are dependent on the future performance of the Common Stock and overall stock market
conditions. The amounts reflected in the table may not necessarily be achieved. (4) The option is fully
exercisable. (5) The option vests (i) with respect to 100,000 shares when total revenue in any twelve
month period exceeds $7.0 million and (ii) vests with respect to 116,667 shares when total revenue in
any twelve month period exceeds $12.0 million. (6) In April 1997, the Board of Directors amended all
outstanding options with exercise prices in excess of $0.75 per share to reduce the exercise price
thereof to $0.75 per share. The option was granted to Mr. Callaghan in December 1996; the options
were granted to Mr. Amonette in August 1996 and January 1997, respectively; and the option was
granted to Mr. Mahoney in January 1997. All of such options were amended in April 1997 to reduce

the exercise price thereof to $0.75 per share.

Aggregated Option Exercises in Last Fiscal Year and Fiscal
Year-end Option Values

The following table sets forth certain information concerning options to purchase Common Stock
exercised by the Named Executive Officers during the year ended December 31, 1997 and the number
and value of unexercised options held by each of the Named Executive Officers at December 31, 1997.

Number of Securities

Number of Subject to Unexercised Value of Unexercised
Shares Options at In-the-Money Options
Acquired December 31, 1997 at December 31, 1997(1)
on Value --—-—-——-——————
Name Exercise Realized Exercisable Unexercisable Exercisable Unexercisable
Isaak Karaev............ 25,000 $18,000 100,000 216,667 $ 0 $ 0
James M. Tousignant..... - -- 8,333 25,000 6,000 6,000

Philip Callaghan........ -- -- 12,500 54,167 0 0



Gregg B. Amonette....... -- - 8,333 58,334 0 0
John J. Mahoney......... -- - 50,000 41,667 36,000 12,000

(1) There was no public trading market for the Common Stock as of December 31, 1997.

Employment and Non-competition Agreements

None of the Company's executive officers has an employment agreement with the Company. All
executive officers have entered into agreements with the Company which generally contain certain
non-competition, non-disclosure and non-solicitation restrictions and covenants, including a provision
prohibiting such officers from competing with the Company during their employment with the

Company and for a period of nine months thereafter.

1998 Stock Option Plan

The Company intends to adopt the 1998 Stock Option Plan (the "1998 Stock Option Plan"), which is
intended to serve as the successor equity incentive program to the Company's existing 1993 Stock
Incentive Plan (the "Predecessor Plan"). The 1998 Stock Option Plan will become effective on, 1998
upon adoption by the Board of Directors and ratification by its stockholders. 1,500,000 shares of
Common Stock have initially been authorized for issuance under the 1998 Stock Option Plan. This
initial share reserve is comprised of (i) the shares which remained available for issuance under the
Predecessor Plan on the effective date of the 1998 Stock Option Plan, including the shares subject to
outstanding options thereunder, plus (ii) an additional increase of approximately 1,000,000 shares. In
addition, the share reserve will automatically be increased on the first trading day of January each
calendar year, beginning in January 2000, by a number of shares equal to three percent (3%) of the
total number of shares of Common Stock outstanding on the last trading day of the immediately
preceding calendar year, but no such annual increase shall exceed 500,000 shares. However, in no event
may any one participant in the 1998 Stock Option Plan receive option grants or direct stock issuances

for more than 250,000 shares in the aggregate per calendar year.

Outstanding options under the Predecessor Plan will be incorporated into the 1998 Stock Option Plan
upon the effective date of this offering, and no further option grants will be made under the
Predecessor Plan. The incorporated options will continue to be governed by their existing terms, unless
the Plan Administrator elects to extend one or more features of the 1998 Stock Option Plan to those
options. However, except as otherwise noted below, the outstanding options under the Predecessor
Plan contain substantially the same terms and conditions summarized below for the Discretionary

Option Grant Program in effect under the 1998 Stock Option Plan.

The 1998 Stock Option Plan is divided into four separate components: (i) the Discretionary Option
Grant Program under which eligible individuals in the Company's employ or service (including officers,
non-employee members of the Board of Directors and consultants) may, at the discretion of the Plan
Administrator, be granted options to purchase shares of Common Stock at an exercise price

determined by the Plan Administrator, (ii) the Stock Issuance Program under which such individuals



may, in the Plan Administrator's discretion, be issued shares of Common Stock directly, through the
purchase of such shares at a price determined by the Plan Administrator or as a bonus tied to the
performance of services, (iii) the Salary Investment Option Grant Program under which executive
officers and other highly compensated employees may elect to apply a portion of their base salary to
the acquisition of special below-market stock option grants and (iv) the Automatic Option Grant
Program under which option grants will automatically be made at periodic intervals to eligible non-
employee Board members to purchase shares of Common Stock at an exercise price equal to 100% of

the fair market value of those shares on the grant date.

The Discretionary Option Grant Program and the Stock Issuance Program will be administered by the
Compensation Committee of the Board of Directors. The Compensation Committee, as Plan
Administrator, will have complete discretion to determine which eligible individuals are to receive
option grants or stock issuances, the time or times when such option grants or stock issuances are to be
made, the number of shares subject to each such grant or issuance, the status of any granted option as
either an incentive stock option or a non- statutory stock option under the Federal tax laws, the vesting
schedule to be in effect for the option grant or stock issuance and the maximum term for which any
granted option is to remain outstanding. The Compensation Committee will also have the authority to
select the executive officers and other highly compensated employees who may participate in the Salary
Investment Option Grant Program in the event that program is activated for one or more calendar
years, but neither the Compensation Committee nor the Board of Directors will exercise any
administrative discretion with respect to option grants made under the Salary Investment Option
Grant Program or under the Automatic Option Grant Program for the non-employee members of the
Board of Directors. All grants under those two latter programs will be made in compliance with the

express provisions of each such program.

The exercise price for the shares of Common Stock subject to option grants made under the 1998
Stock Option Plan may be paid in cash or in shares of Common Stock valued at fair market value on
the exercise date. The option may also be exercised through a same-day sale program without any cash
outlay by the optionee. In addition, the Plan Administrator may provide financial assistance to one or
more participants in the 1998 Stock Option Plan in connection with their acquisition of shares, by
allowing such individuals to deliver a full-recourse, interest-bearing promissory note in payment of the
option exercise price and or direct issue price any associated withholding taxes incurred in connection

with such acquisition.

In the event of an acquisition of the Company, whether by merger or asset sale or a sale by the
stockholders of more than 50% of the total combined voting power of the Company recommended by
the Board of Directors, each outstanding option under the Discretionary Option Grant Program which
is not to be assumed by the successor corporation or otherwise continued will automatically accelerate
in full, and all unvested shares under the Discretionary Option Grant and Stock Issuance Programs will
immediately vest, except to the extent the Company's repurchase rights with respect to those shares are
to be assigned to the successor corporation or otherwise continued in effect. The Plan Administrator
will have the authority under the Discretionary Option Grant Program to provide that the shares

subject to options granted under that program will automatically vest (i) upon an acquisition of the



Company, whether or not those options are assumed or continued, (ii) a hostile change in control of the
Company effected through a successful tender offer for more than 50% of the Company's outstanding
voting stock or by proxy contest for the election of members of the Board of Directors or (iii) in the
event the individual's service is terminated, whether involuntarily or through a resignation for good
reason, within a designated period (not to exceed eighteen (18) months) following an acquisition in
which those options are assumed or otherwise continued in effect or a hostile change in control. The
vesting of outstanding shares under the Stock Issuance Program may be accelerated upon similar terms
and conditions. Options currently outstanding under the Predecessor Plan will be adjusted in the event
of a merger, consolidation or reorganization of the Company as determined by the Plan Administrator;
such options are not by their terms subject to acceleration at the time of an acquisition or a change in
control or upon the termination of the optionee's service following an acquisition in which those

options are assumed or a change in control of the Company.

Stock appreciation rights are authorized for issuance under the Discretionary Option Grant Program
which provide the holders with the election to surrender their outstanding options for an appreciation
distribution from the Company equal to the excess of (i) the fair market value of the vested shares of
Common Stock subject to the surrendered option over (ii) the aggregate exercise price payable for such
shares. Such appreciation distribution may be made in cash or in shares of Common Stock. There are

currently no outstanding stock appreciation rights under the Predecessor Plan.

The Plan Administrator has the authority to effect the cancellation of outstanding options under the
Discretionary Option Grant Program (including options incorporated from the Predecessor Plan) in
return for the grant of new options for the same or different number of option shares with an exercise

price per share based upon the fair market value of the Common Stock on the new grant date.

In the event the Compensation Committee elects to activate the Salary Investment Option Grant
Program for one or more calendar years, each executive officer and other highly compensated employee
of the Company selected for participation may elect, prior to the start of the calendar year, to reduce
his or her base salary for that calendar year by a specified dollar amount not less than $10,000 nor
more than $50,000. In return, the individual will automatically be granted, on the first trading day in
the calendar year for which the salary reduction is to be in effect, a non-statutory option to purchase
that number of shares of Common Stock determined by dividing the salary reduction amount by two-
thirds of the fair market value per share of Common Stock on the grant date. The option will be
exercisable at a price per share equal to one-third of the fair market value of the option shares on the
grant date. As a result, the total spread on the option shares at the time of grant will be equal to the
salary reduction amount. The option will become exercisable in a series of twelve (12) equal monthly
installments over the calendar year for which the salary reduction is to be in effect and will be subject to

full and immediate vesting upon certain changes in the ownership or control of the Company.

Under the Automatic Option Grant Program, and subject to the last sentence of this paragraph, each
individual who is serving as a non-employee member of the Board of Directors at the time the
Registration Statement of which this Prospectus forms a part is declared effective and who has not

previously been in the employ of the Company will receive at that time an option grant for 8,000



shares of Common Stock with a exercise price equal to the Price to Public set forth on the cover page of
this Prospectus. Each individual who first joins the Board of Directors after the effective date of this
Offering as a non-employee member of the Board of Directors will also receive an option grant for
8,000 shares of Common Stock at the time of his or her commencement of service on the Board of
Directors, provided such individual has not otherwise been in the prior employ of the Company. In
addition, at each Annual Stockholders Meeting, beginning with the 1999 Annual Meeting, each
individual who is to continue to serve as a non-employee member on the Board of Directors will
receive an option grant to purchase 2,500 shares of Common Stock, whether or not such individual has
been in the prior employ of the Company. However, any non-employee member of the Board of
Directors who, directly or indirectly, is a 5% or greater stockholder or is affiliated with or a
representative of a 5% or greater stockholder, shall not be eligible to receive any option grants under

the Automatic Option Grant Program.

Each automatic grant will have an exercise price equal to the fair market value per share of Common
Stock on the grant date and will have a maximum term of 10 years, subject to earlier termination
following the optionee's cessation of service on the Board of Directors. Each automatic option will be
immediately exercisable; however, any shares purchased upon exercise of the option will be subject to
repurchase, at the option exercise price paid per share, should the optionee's service as a non-employee
member of the Board of Directors cease prior to vesting in the shares. The 8,000-share grant will vest
in four equal and successive annual installments over the optionee's period of service on the Board of
Directors. Each additional 2,500-share grant will vest upon the optionee's completion of one year of
service on the Board of Directors measured from the grant date. However, each outstanding option will
immediately vest upon (i) certain changes in the ownership or control of the Company or (ii) the death

or disability of the optionee while serving as a member of the Board of Directors.

Limited stock appreciation rights will automatically be included as part of each grant made under the
Automatic Option Grant and Salary Investment Option Grant Programs and may be granted to one or
more officers of the Company as part of their option grants under the Discretionary Option Grant
Program. Options with such a limited stock appreciation right may be surrendered to the Company
upon the successful completion of a hostile tender offer for more than 50% of the Company's
outstanding voting stock. In return for the surrendered option, the optionee will be entitled to a cash
distribution from the Company in an amount per surrendered option share equal to the excess of (i) the
highest price per share of Common Stock paid in connection with the tender offer over (ii) the exercise

price payable for such share.

The Board of Directors may amend or modify the 1998 Stock Option Plan at any time, subject to any
required stockholder approval. The 1998 Stock Option Plan will terminate on the earliest of (i) ten
years after the date that the Board of Directors adopts the 1998 Stock Option Plan, (ii) the date on
which all shares available for issuance under the 1998 Stock Option Plan have been issued as fully-
vested shares or (iii) the termination of all outstanding options in connection with certain changes in

control or ownership of the Company.



Employee Stock Purchase Plan

The Company intends to adopt the Employee Stock Purchase Plan (the "Employee Stock Purchase
Plan"). The Employee Stock Purchase Plan will become effective on, 1998 upon adoption by the Board
of Directors and ratification by its stockholders. The Employee Stock Purchase Plan is designed to
allow eligible employees of the Company and participating subsidiaries to purchase shares of Common
Stock, at semi-annual intervals, through their periodic payroll deductions under the Employee Stock
Purchase Plan, and a reserve of 500,000 shares of Common Stock has been established for this

purpose.

The Employee Stock Purchase Plan will be implemented in a series of successive offering periods, each
with a maximum duration of 24 months. However, the initial offering period will begin on the day the
Underwriting Agreement is executed in connection with this offering and will end on the last business
day in July 2000. The next offering period will commence on the first business day in August 2000, and
subsequent offering periods will commence as designated by the Plan Administrator.

Individuals who are eligible employees on the start date of any offering period may enter the Employee
Stock Purchase Plan on that start date or on any subsequent semi-annual entry date (February 1 or
August 1 each year). Individuals who become eligible employees after the start date of the offering
period may join the Employee Stock Purchase Plan on any subsequent semi-annual entry date within

that period.

Payroll deductions may not exceed 10% of the participant's total cash compensation for each semi-
annual period of participation, and the accumulated payroll deductions will be applied to the purchase
of shares on the participant's behalf on each semi-annual purchase date (the last business day in
January and July each year), at a purchase price per share not less than eighty-five percent (85%) of the
lower of (i) the fair market value of the Common Stock on the participant's entry date into the offering
period or (ii) the fair market value on the semi-annual purchase date. In no event, however, may any
participant purchase more than 1,000 shares, nor may all participants in the aggregate purchase more
than 125,000 shares on any one semi-annual purchase date. Should the fair market value of the
Common Stock on any semi- annual purchase date be less than the fair market value of the Common
Stock on the first day of the offering period, then the current offering period will automatically end and

a new offering period will begin, based on the lower fair market value.

The Board of Directors may amend or modify the Employee Stock Purchase Plan following any semi-
annual purchase date. The Employee Stock Purchase Plan will terminate on the last business day in
July 2008, unless sooner terminated by the Board of Directors.

Compensation Committee Interlocks and Insider Participation

The Company's Compensation Committee consists of Messrs. Gaynes, Greene and Pappas, none of
whom has been an officer or employee of the Company at any time since the Company's inception. No

executive officer of the Company serves as a member of the board of directors or compensation



committee of any entity that has one or more executive officers serving as a member of the Company's
Board of Directors or Compensation Committee. Prior to the formation of the Compensation
Committee, the Board of Directors as a whole made decisions relating to compensation of the

Company's executive officers.

Certain Relationships and Related Party Transactions

Under an agreement dated December 18, 1997, Multex and Reuters, a stockholder of the Company,
agreed to transition users of Reuters Broker Research from the then existing client server based
delivery platform to an intranet platform known as the Reuters Web. Multex granted a license to
Reuters for 1998 to receive, store, use, sell, market and distribute the Multex research database to
Reuters subscribers in return for a fixed license fee. In addition, Reuters agreed to continue to pay the
fees stipulated under the June 1, 1995 agreement for users who continued to access the database via
the client server based delivery platform during 1998. The parties are in negotiations as to the terms

on which the services will be provided in 1999.

In November 1993 and March 1994, respectively, the Company sold 25,000 shares of Series A
Redeemable Preferred Stock to Euclid Partners III, L..P., Isaak Karaev and certain other investors for an
aggregate offering amount of $2,500,000. In November 1994, the Company sold 36,666 shares of
Series B Redeemable Preferred Stock to Euclid Partners III, L.P., 77 Capital Partners, L.P.,, Venture
Fund I, L.P. and certain other investors for an aggregate offering amount of $5,500,000. In 1996, the
Company sold 100,000 shares of Series C Redeemable Preferred Stock in various tranches to Chase
Venture Capital Associates, L.P., Euclid Partners III and IV, L.P., Reuters America, Inc., Softbank
Ventures, Inc., 77 Capital Partners, L.P., Venture Fund I, L.P. and certain other investors for an
aggregate offering amount of $15,000,000. In July 1997, the Company sold 55,556 shares of Series D
Redeemable Preferred Stock to Chase Venture Capital Associates, L.P., Euclid Partners IV, L.P., Reuters
America, Inc. and certain other investors for an aggregate offering amount of $10,000,000. Upon the
consummation of this offering, all of these outstanding shares of Redeemable Preferred Stock will be

automatically converted into shares of Common Stock.

Certain of the Underwriters are subscribers of the Company's services. See "Underwriting."

Principal Stockholders

The following table sets forth certain information with respect to the beneficial ownership of the
Common Stock as of April 30, 1998 (after giving effect to the Preferred Stock Conversion, and as
adjusted to reflect the sale of the shares of Common Stock offered hereby) by (i) each person (or group
of affiliated persons) who is known by the Company to beneficially own 5% or more of the outstanding
shares of Common Stock, (ii) each director and Named Executive Officer of the Company, (iii) all
directors and executive officers of the Company as a group, and (iv) by each Over-Allotment Selling
Stockholder. Unless otherwise indicated, the address of each beneficial owner listed below is c/o
Multex Systems, Inc., 33 Maiden Lane, 5th Floor, New York, New York 10038.



PERCENT

BENEFICIALLY
OWNED(1)
NUMBER ~ ———————mmmmmmm o
OF BEFORE  AFTER

BENEFICIAL OWNER SHARES(1) OFFERING OFFERING
EXECUTIVE OFFICERS AND DIRECTORS:

Isaak Karaev (3)..uitiiiii e iiiieeeennneennnn 788,445 8.5%

James M. Tousignant........ccuiiiiiiinnnneennnnnnnnn 145,833 1.6

Philip Callaghan..........iiuiiiiiiiiinnrinnnnnnnn 12,500 *
Gregg B. Amonette........coiiiiiiiiii i 12,500 *

John J. Mahoney (4) ...t iiiinnnnnnnn 106,250 1.2

Bruce E. H. Barlag......ouiiiiiniiinnnneennnnnnnnn -- --

Davis Gaynes (5)..uiiiiin i ieinneinenneennnnnnnn 1,296,296  14.2

I. Robert Greene (6) .. ..iiiiiiiiiiinnnnnnnn 1,414,745 15.5

Peter LaBonte (7). ..uieeeiin i ienieennnnnnn. 1,296,296  14.2
Milton J. Pappas (8)...uiiiniin i inninnnnnnnnn. 1,226,852 13.5
All directors and executive officers as a group (10

PEISONS) (9) .t ittt 6,299,717 67.6
OTHER 5% STOCKHOLDERS:
Chase Venture Capital Associates, L.P. (10)........ 1,414,745 15.5

Euclid Partners III, L.P. (11) ... nnnnnn. 708,333 7.8

Euclid Partners IV, L.P. (12) ..., 518,519 5.7
Multex Voting Trust (13)....ceiiiiininninnennnnnn.. 1,870,417 20.5
Reuters America, Inc. (14) ... iiie i eeennnn. 1,296,296  14.2
77 Capital Partners, L.P. (15)....ciuuiiininunnnnnn. 666,667 7.3

Softbank Ventures, Inc. (16) ... nnnnnn. 722,222 7.9
Venture Fund I, L.P. (17)..uue i inninnnnnnnnnnn. 611,100 6.7

* Less than one percent. (1) Beneficial ownership is determined in accordance with the rules of the
Commission and generally includes voting or investment power with respect to securities. Except as
indicated by footnote, the Company believes, based on information furnished by such persons, that the
persons named in the table above have sole voting and investment power with respect to all shares of
Common Stock shown as beneficially owned by them. Percentage of beneficial ownership is based on
9,111,157 shares of Common Stock outstanding as of April 30, 1998, and shares of Common Stock
outstanding after the completion of this offering. In computing the number of shares of Common
Stock subject to options held by that person that are exercisable within 60 days of April 30, 1998, such
shares are deemed outstanding. Such shares, however, are not deemed outstanding for the purpose of
computing the percentage ownership of any other person. (2) Assumes no exercise of the underwriters
over-allotment option. If the over-allotment option is exercised in full, the following stockholders will
sell the following number of additional shares: [to follow]. (3) Includes 200,000 shares of Common
Stock issuable upon the exercise of stock options which are exercisable within 60 days of April 30,
1998. Does not include the shares of Common Stock held by others through the Multex Voting Trust,
of which Mr. Karaev is the trustee. See Note 12 below. (4) Includes 6,250 shares of Common Stock
issuable upon the exercise of stock options which are exercisable within 60 days of April 30, 1998. (5)
Consists of 1,296,296 shares of Common Stock held by Reuters America Inc. Mir. Gaynes serves as
Executive Vice President of Reuters America Holdings, an affiliate of Reuters America Inc., and
disclaims beneficial ownership of such shares except to the extent of his pecuniary interest, if any. The
address of Reuters America Inc. is 1700 Broadway, 40th Floor, New York, New York 10019. (6) Consists
of 1,414,745 shares of Common Stock held by Chase Venture Capital Associates, L.P., of which Chase

Capital Partners is a General Partner. Mr. Greene is a Principal of Chase Capital Partners. In such



capacity, Mr. Greene may be deemed to be the beneficial owner of such shares, although he disclaims
beneficial ownership except to the extent of his pecuniary interest, if any. The address of Chase
Venture Capital Associates, L.P. is 380 Madison Avenue, 12th Floor, New York, New York 10017. (7)
Consists of 1,296,296 shares of Common Stock held by Reuters America Inc., of which Mr. LaBonte
serves as a Vice President. In such capacity, Mr. LaBonte may be deemed to be the beneficial owner of
such shares, although he disclaims beneficial ownership except to the extent of his pecuniary interest, if
any. The address of Reuters America Inc. is 1700 Broadway, 40th Floor, New York, New York 10019. (8)
Consists of (i) 708,333 shares of Common Stock held by Euclid Partners III, L.P., of which Mr. Pappas
is a General Partner and (ii) 518,519 shares of Common Stock held by Euclid Partners IV, L.P., of
which Mr. Pappas is a General Partner. In such capacities, Mr. Pappas may be deemed to be the
beneficial owner of such shares, although he disclaims beneficial ownership except to the extent of his
pecuniary interest, if any. The address of the entities associated with Euclid Partners Corporation is 45
Rockefeller Plaza, Suite 907, New York, New York 10111. (9) Includes 206,250 shares of Common
Stock issuable upon exercise of stock options. See Notes 3 through 8. (10) Consists of 1,414,745 shares
of Common Stock held by Chase Venture Capital Associates, L.P. The address for Chase Venture
Capital Associates, L.P. is 380 Madison Avenue, 12th Floor, New York, New York 10017. (11) Consists
of 708,333 shares of Common Stock held by Euclid Partners III, L.P. The address of Euclid Partners III,
L.P.is 45 Rockefeller Plaza, Suite 907, New York, New York 10111. (12) Consists of 518,519 shares of
Common Stock held by Euclid Partners IV, L.P. The address of Euclid Partners IV, L.P. is 45 Rockefeller
Plaza, Suite 907, New York, New York 10111. (13) The Multex Voting Trust, of which Mr. Karaev is the
trustee, was created pursuant to a Shareholders' Agreement and Voting Trust (the "Voting Trust
Agreement"), dated as of October 31, 1993, and amended as of May 1, 1996, by and among the
Company, Mr. Karaev and each of the common stockholders of the Company. The Voting Trust
Agreement will terminate upon the consummation of this offering and the shares of Common Stock
held in trust will be distributed to Mr. Karaev and those stockholders in accordance with their
respective ownership of such shares. Mr. Karaev disclaims beneficial ownership of such shares except
to the extent of his pecuniary interest. (14) Consists of 1,296,296 shares of Common Stock held by
Reuters America Inc. The address for Reuters America Inc. is 1700 Broadway, 40th Floor, New York,
New York 10019. (15) Consists of 666,667 shares of Common Stock held by 77 Capital Partners, L.P.
The address for 77 Capital Partners, L.P. is c/o Atrium Capital Corp., 3000 Sandhill Road, Bldg. 2, Suite
240, Menlo Park, California 94025. (16) Consists of 722,222 shares of Common Stock held by
Softbank Ventures, Inc. The address for Softbank Ventures, Inc. is 10 Langley Road, Newton Centre,
Massachusetts 02159. (17) Consists of 611,100 shares of Common Stock held by Venture Fund I, L.P.
The address for Venture Fund I, L.P. is 295 North Maple Avenue, Room 3361 C1, Basking Ridge, New
Jersey 07920.

Description of Capital Stock

The following description of the securities of the Company and certain provisions of the Company's
Certificate of Incorporation (the "Certificate") and the Company's Bylaws (the "Bylaws") are summaries

thereof and are qualified by reference to the Certificate and the Bylaws, copies of which have been filed



with the Commission as exhibits to the Company's Registration Statement, of which this Prospectus

forms a part.

The authorized capital stock of the Company consists of 50,000,000 shares of Common Stock, par
value $.01 per share, and 5,000,000 shares of Preferred Stock, par value $.01 per share.

Common Stock

As of April 30, 1998, there were 9,111,157 shares of Common Stock outstanding and held of record by
stockholders, after giving effect to the Preferred Stock Conversion. Based upon the number of shares
outstanding as of that date and giving effect to the issuance of the shares of Common Stock offered by
the Company hereby, there will be shares of Common Stock outstanding upon the closing of the

offering.

Holders of Common Stock are entitled to one vote for each share held on all matters submitted to a
vote of stockholders and do not have cumulative voting rights. Accordingly, holders of a majority of the
shares of Common Stock entitled to vote in any election of directors may elect all of the directors
standing for election. Holders of Common Stock are entitled to receive ratably such dividends, if any,
as may be declared by the Board of Directors out of funds legally available therefor, subject to any
preferential dividend rights of any outstanding Preferred Stock. Upon the liquidation, dissolution or
winding up of the Company, the holders of Common Stock are entitled to receive ratably the net assets
of the Company available after the payment of all debts and other liabilities and subject to the prior
rights of any outstanding Preferred Stock. Holders of the Common Stock have no preemptive,
subscription, redemption or conversion rights. The outstanding shares of Common Stock are, and the
shares offered by the Company in the offering will be, when issued in consideration for payment
thereof, fully paid and nonassessable. The rights, preferences and privileges of holders of Common
Stock are subject to, and may be adversely affected by, the rights of the holders of shares of any series
of Preferred Stock which the Company may designate and issue in the future. Upon the closing of the

offering, there will be no shares of Preferred Stock outstanding.

Preferred Stock

As of April 30, 1998, there were 217,222 shares of Redeemable Preferred Stock outstanding (not
giving effect to the Reverse Stock Split). All outstanding shares of Redeemable Preferred Stock will be
converted into an aggregate of 7,240,741 shares of Common Stock upon the consummation of the
offering and such shares of Redeemable Preferred Stock will no longer be authorized, issued or

outstanding,.

Upon the consummation of the offering, the Board of Directors will be authorized, without further
stockholder approval, to issue from time to time up to an aggregate of 5,000,000 shares of preferred
stock in one or more series and to fix or alter the designations, preferences, rights and any
qualifications, limitations or restrictions of the shares of each such series thereof, including the



dividend rights, dividend rates, conversion rights, voting rights, terms of redemption (including
sinking fund provisions), redemption price or prices, liquidation preferences and the number of shares
constituting any series or designations of such series. The Company has no present plans to issue any
shares of preferred stock. See "--Anti-Takeover Effects of Certain Provisions of Delaware Law and the

Company's Certificate of Incorporation and Bylaws."

Options

As of March 31, 1998, options to purchase a total of 1,399,335 shares ("Option Shares") of Common
Stock were outstanding, approximately 413,000 of which are subject to lock-up agreements entered
into with the Underwriters. Beginning 90 days after the date of this Prospectus, approximately Option
Shares which are not subject to lock-up agreements will be eligible for sale in reliance on Rule 701
promulgated under the Securities Act. The total number of shares of Common Stock that may be
subject to the granting of options under the 1998 Stock Option Plan shall be equal to . See
"Management--1998 Stock Option Plan" and "Shares Eligible for Future Sale."

Registration Rights

Pursuant to the terms of the Registration Rights Agreement, after the consummation of the offering
the holders of 8,074,074 shares of Common Stock will be entitled to certain demand registration
rights with respect to the registration of such shares under the Securities Act. The holders of 33% or
more of such shares are entitled to demand that the Company register their shares under the Securities
Act, subject to certain limitations. The Company is not required to effect more than two such
registrations pursuant to such demand registration rights. In addition, pursuant to the terms of the
Stockholders Agreement, after the consummation of the offering the holders of 8,074,074 shares of
Common Stock will be entitled to certain piggyback registration rights with respect to the registration
of such shares of Common Stock under the Securities Act. In the event that the Company proposes to
register any shares of Common Stock under the Securities Act, either for its own account or for the
account of other security holders, the holders shares having piggyback rights are entitled to receive
notice of such registration and are entitled to include their shares therein, subject to certain limitations.
Further, at any time after the Company becomes eligible to file a registration statement on Form S-3
the holders may require the Company to file one or more registration statements under the Securities
Act on Form S-3 with respect to their shares of Common Stock. These registration rights are subject to
certain conditions and limitations, among them the right of the underwriters of an offering to limit the
number of shares of Common Stock held by security holders with registration rights to be included in
such registration. The Company is generally required to bear all of the expenses of all such
registrations, except underwriting discounts and commissions. Registration of any of the shares of
Common Stock held by security holders with registration rights would result in such shares becoming
freely tradable without restriction under the Securities Act immediately upon effectiveness of such

registration statement.



The holders of the registration rights described above have waived their rights to register any shares in

the Registration Statement of which this Prospectus forms a part.

ANTI-TAKEOVER EFFECTS OF CERTAIN PROVISIONS OF DELAWARE LAW AND THE
COMPANY'S CERTIFICATE OF INCORPORATION AND BYLAWS Following the consummation of
the offering, the Company will be subject to the provisions of Section 203 of the Delaware General
Corporation Law (as amended from time to time, the "DGCL"). Subject to certain exceptions, Section
203 prohibits a publicly-held Delaware corporation from engaging in a "business combination" with an
"interested stockholder" for a period of three years after the date of the transaction in which the person
became an interested stockholder, unless the interested stockholder attained such status with the
approval of the board of directors or unless the business combination is approved in a prescribed
manner. A "business combination” includes mergers, asset sales and other transactions resulting in a
financial benefit to the interested stockholder. Subject to certain exceptions, an "interested
stockholder" is a person who, together with affiliates and associates, owns, or within three years did
own, fifteen percent (15%) or more of the corporation's voting stock. This statute could prohibit or
delay the accomplishment of mergers or other takeover or change in control attempts with respect to

the Company and, accordingly, may discourage attempts to acquire the Company.

In addition, certain provisions of the Certificate and Bylaws, which provisions will be in effect upon the
consummation of the offering and are summarized in the following paragraphs, may be deemed to have
an anti-takeover effect and may delay, defer or prevent a tender offer or takeover attempt that a
stockholder might consider in its best interest, including those attempts that might result in a premium
over the market price for the shares held by stockholders.

Classified Board of Directors. The Company's Board of Directors will be divided into three classes of
directors serving staggered three-year terms. As a result, approximately one-third of the Board of
Directors will be elected each year. These provisions, when coupled with the provision of the
Certificate authorizing the Board of Directors to fill vacant directorships or increase the size of the
Board of Directors, may deter a stockholder from removing incumbent directors and simultaneously
gaining control of the Board of Directors by filling the vacancies created by such removal with its own

nominees.

Stockholder Action; Special Meeting of Stockholders. The Certificate provides that stockholders may
not take action by written consent, but only at duly called annual or special meetings of stockholders.
The Certificate further provides that special meetings of stockholders of the Company may be called

only by the Chairman of the Board of Directors or a majority of the Board of Directors.

Advance Notice Requirements for Stockholder Proposals and Director Nominations. The Bylaws
provide that stockholders seeking to bring business before an annual meeting of stockholders, or to
nominate candidates for election as directors at an annual meeting of stockholders, must provide
timely notice thereof in writing. To be timely, a stockholder's notice must be delivered to or mailed and
received at the principal executive offices of the Company, not less than 120 days nor more than 150
days prior to the first anniversary of the date of the Company's notice of annual meeting provided with

respect to the previous year's annual meeting of stockholders; provided, that if no annual meeting of



stockholders was held in the previous year or the date of the annual meeting of stockholders has been
changed to be more than 30 calendar day earlier than or 60 calendar days after such anniversary, notice
by the stockholder, to be timely, must be so received not more than 90 days nor later than the later of
(i) 60 days prior to the annual meeting of stockholders or (ii) the close of business on the 10th day
following the date on which notice of the date of the meeting is given to stockholders or made public,
whichever first occurs. The Bylaws also specify certain requirements as to the form and content of a
stockholder's notice. These provisions may preclude stockholders from bringing matters before an
annual meeting of stockholders or from making nominations for directors at an annual meeting of

stockholders.

Authorized But Unissued Shares. The authorized but unissued shares of Common Stock and Preferred
Stock are available for future issuance without further stockholder approval. These additional shares
may be utilized for a variety of corporate purposes, including future public offerings to raise additional
capital, corporate acquisitions and employee benefit plans. The existence of authorized but unissued
and unreserved Common Stock and Preferred Stock could render more difficult or discourage an
attempt to obtain control of the Company by means of a proxy contest, tender offer, merger or

otherwise.

The DGCL provides generally that the affirmative vote of a majority of the shares entitled to vote on
any matter is required to amend a corporation's certificate of incorporation or bylaws, unless a
corporation's certificate of incorporation or bylaws, as the case may be, requires a greater percentage, or
unless the bylaw provision being amended was originally adopted by the Board of Directors, in which
case such amendment requires only the affirmative vote of a majority of the members of the Board of

Directors.

Limitation of Liability and Indemnification Matters

The Certificate provides that, except to the extent prohibited by DGCL, the Company's directors shall
not be personally liable to the Company or its stockholders for monetary damages for any breach of
fiduciary duty as directors of the Company. Under the DGCL, the directors have a fiduciary duty to the
Company which is not eliminated by this provision of the Certificate and, in appropriate
circumstances, equitable remedies such as injunctive or other forms of nonmonetary relief will remain
available. In addition, each director will continue to be subject to liability under the DGCL for breach of
the director's duty of loyalty to the Company, for acts or omissions which are found by a court of
competent jurisdiction to be not in good faith or which involves intentional misconduct, or knowing
violations of law, for actions leading to improper personal benefit to the director, and for payment of
dividends or approval of stock repurchases or redemptions that are prohibited by DGCL. This
provision also does not affect the directors' responsibilities under any other laws, such as the Federal
securities laws or state or Federal environmental laws. The Company has obtained liability insurance

for its officers and directors.



Section 145 of the DGCL empowers a corporation to indemnify its directors and officers and to
purchase insurance with respect to liability arising out of their capacity or status as directors and
officers, provided that this provision shall not eliminate or limit the liability of a director: (i) for any
breach of the director's duty of loyalty to the corporation or its stockholders, (ii) for acts or omissions
not in good faith or which involve intentional misconduct or a knowing violation of law, (iii) arising
under Section 174 of the DGCL, or (iv) for any transaction from which the director derived an
improper personal benefit. The DGCL provides further that the indemnification permitted thereunder
shall not be deemed exclusive of any other rights to which the directors and officers may be entitled
under the corporation's bylaws, any agreement, a vote of stockholders or otherwise. The Certificate
eliminates the personal liability of directors to the fullest extent permitted by Section 102(b)(7) of the
DGCL and provides that the Company shall fully indemnify any person who was or is a party or is
threatened to be made a party to any threatened, pending or completed action, suit or proceeding
(whether civil, criminal, administrative or investigative) by reason of the fact that such person is or was
a director or officer of the Company, or is or was serving at the request of the Company as a director or
officer of another corporation, partnership, joint venture, trust, employee benefit plan or other
enterprise, against expenses (including attorney's fees), judgments, fines and amounts paid in
settlement actually and reasonably incurred by such person in connection with such action, suit or

proceeding.

At present, there is no pending litigation or proceeding involving any director, officer, employee or
agent as to which indemnification will be required or permitted under the Certificate. The Company is
not aware of any threatened litigation or proceeding that may result in a claim for such

indemnification.

Transfer Agent and Registrar

The transfer agent and registrar for the Common Stock is American Stock Transfer and Trust

Company, New York, New York.

Shares Eligible for Future Sale

Prior to the offering, there has not been any public market for the Common Stock of the Company, and
no prediction can be made as to the effect, if any, that market sales of shares of Common Stock or the
availability of shares for sale will have on the market price of the Common Stock prevailing from time
to time. Nevertheless, sales of substantial amounts of Common Stock in the public market could
adversely affect the market price of the Common Stock and could impair the Company's future ability

to raise capital through the sale of its equity securities.

Upon the consummation of the offering, the Company will have an aggregate of shares of Common
Stock outstanding, assuming no exercise of the Underwriters' over-allotment option and no exercise of
outstanding options. Of these shares, the shares sold in the offering will be freely tradable, except that
any shares acquired by "affiliates" of the Company, as that term is defined in Rule 144 promulgated



under the Securities Act, may only be sold in compliance with the limitations described below. The
remaining shares of outstanding Common Stock, which will be deemed "restricted securities" as
defined under Rule 144 of the Securities Act, may be sold in the public market only if registered or if
they qualify for an exemption from registration under Rules 144, 144(k) or 701 promulgated under the
Securities Act. Subject to the lock-up agreements described below and the provisions of Rules 144,
144(k) and 701, additional shares will be available for sale in the public market (subject in the case of
shares held by affiliates to compliance with certain volume restrictions) as follows: (i) shares will be
available for immediate sale in the public market on the date of this Prospectus, (ii) shares will be
eligible for sale 90 days after the date of this Prospectus, and (iii) shares will be eligible for sale upon
the expiration of lock-up agreements 180 days after the date of this Prospectus.

In general, under Rule 144, as currently in effect, a person (or persons whose shares are required to be
aggregated), including an affiliate, who has beneficially owned shares for at least one year is entitled to
sell, within any three-month period commencing 90 days after the date of this Prospectus, a number of
shares that does not exceed the greater of (i) 1% of the then outstanding shares of Common Stock
(approximately shares immediately after the offering) or (ii) the average weekly trading volume in the
Common Stock during the four calendar weeks preceding the date on which notice of such sale is filed,
subject to certain restrictions. In addition, a person who is not deemed to have been an affiliate of the
Company at any time during the 90 days preceding a sale and who has beneficially owned the shares
proposed to be sold for at least two years would be entitled to sell such shares under Rule 144(k)
without regard to the requirements described above. To the extent that shares were acquired from an
affiliate of the Company, such affiliates' holding period for the purpose of effecting a sale under Rule

144 commences on the date of transfer from the affiliate.

Rule 701 promulgated under the Securities Act provides that shares of Common Stock acquired
pursuant to written plans such as the Predecessor Plan and the 1998 Stock Option Plan may be resold
by persons other than affiliates, beginning 90 days after the date of this Prospectus, subject only to the
manner of sale provisions of Rule 144, and by affiliates, beginning 90 days after the date of this

Prospectus, subject to all provisions of Rule 144 except its one-year minimum holding period.

The Company intends to file a Form S-8 registration statement under the Securities Act shortly after
the date of this Prospectus to register all shares of Common Stock issuable under the 1998 Stock
Option Plan. Such registration statement will automatically become effective upon filing. Accordingly,
shares covered by that registration statement will thereupon be eligible for sale in the public markets,
unless such options are subject to vesting restrictions or the contractual restrictions described above.

See "Management--Director Compensation" and "--1998 Stock Option Plan."

All directors and officers and certain stockholders of the Company (holding an aggregate of shares of
Common Stock) have agreed that they will not, without the prior written consent of the Hambrecht &
Quist LLG, sell or otherwise dispose of any shares of Common Stock or options to acquire shares of

Common Stock during the 180-day period following the date of this Prospectus. See "Underwriting."



The Company has agreed not to sell or otherwise dispose of any shares of Common Stock during the
180-day period following the date of the Prospectus, except the Company may issue, and grant options
to purchase, shares of Common Stock under the 1998 Stock Option Plan. In addition, the Company
may issue shares of Common Stock in connection with any acquisition of another company if the
terms of such issuance provide that such Common Stock shall not be resold prior to the expiration of
the 180-day period referenced in the preceding sentence. See "Risk Factors--Shares Eligible for Future
Sale."

Underwriting

Subject to the terms and conditions of the Underwriting Agreement, the Underwriters named below,
through their Representatives, Hambrecht & Quist LLC, BancAmerica Robertson Stephens, Smith
Barney Inc. and Dain Rauscher Wessels, a division of Dain Rauscher Incorporated ("Dain Rauscher
Wessels"), have severally agreed to purchase from the Company the following respective number of

shares of Common Stock:

Number of Name Shares

Hambrecht & Quist LLC.....ccovviinniicncninnniinienenens BancAmerica Robertson Stephens........ccocouvnviniicncnnnn
Smith Barney Inc. ... Dain Rauscher Wessels........cccooveuiirnniccncrcninninenes
TOtALeceriereiricccetceee e

The Underwriting Agreement provides that the obligations of the Underwriters are subject to certain
conditions precedent, including the absence of any material adverse change in the Company's business
and the receipt of certain certificates, opinions and letters from the Company, its counsel and
independent auditors. The nature of the Underwriters' obligations is such that they are committed to

purchase all shares of Common Stock offered hereby if any of such shares are purchased.

The Underwriters propose to offer the shares of Common Stock directly to the public at the initial
public offering price set forth on the cover page of this Prospectus and to certain dealers at such price
less a concession not in excess of § per share. The Underwriters may allow and such dealers may
reallow a concession not in excess of $ per share to certain other dealers. After the initial public
offering of the shares, the offering price and other selling terms may be changed by the Representatives
of the Underwriters. The Representatives have advised the Company that the Underwriters do not

intend to confirm discretionary sales in excess of 5% of the shares of Common Stock offered hereby.

The Company and the Over-Allotment Selling Stockholders have severally granted to the Underwriters
an option, exercisable no later than 30 days after the date of this Prospectus, to purchase up to
additional shares of Common Stock at the initial public offering price, less the underwriting discount,
set forth on the cover page of this Prospectus. To the extent that the Underwriters exercise this option,
each of the Underwriters will have a firm commitment to purchase approximately the same percentage

thereof which the number of shares of Common Stock to be purchased by it shown in the above table



bears to the total number of shares of Common Stock offered hereby. The Company and the Over-
Allotment Selling Stockholders will be severally obligated, pursuant to the option, to sell shares to the
Underwriters to the extent the option is exercised. The Underwriters may exercise such option only to

cover overallotments made in connection with the sale of shares of Common Stock offered hereby.

The offering of the shares is made for delivery when, as and if accepted by the Underwriters and
subject to prior sale and to withdrawal, cancellation or modification of the offering without notice. The

Underwriters reserve the right to reject an order for the purchase of shares in whole or in part.

The Company and the Over-Allotment Selling Stockholders have severally agreed to indemnify the
Underwriters against certain liabilities, including liabilities under the Securities Act, and to contribute

to payments the Underwriters may be required to make in respect thereof.

The Over-Allotment Selling Stockholders, and certain other stockholders of the Company, including
executive officers and directors, who will own in the aggregate shares of Common Stock after this
offering, have agreed that they will not, without the prior written consent of Hambrecht & Quist LLC,
offer, sell, or otherwise dispose of any shares of Common Stock, options or warrants to acquire shares
of Common Stock or securities exchangeable for or convertible into shares of Common Stock owned
by them during the 180-day period following the date of this Prospectus. The Company has agreed
that it will not, without the prior written consent of Hambrecht & Quist LLC, offer, sell or otherwise
dispose of any shares of Common Stock, options or warrants to acquire shares of Common Stock or
securities exchangeable for or convertible into shares of Common Stock during the 180-day period
following the date of this Prospectus, except that the Company may issue shares upon the exercise of
options granted prior to the date hereof, and may grant additional options under its stock option plans,
provided that, without the prior written consent of Hambrecht & Quist LLC, such additional options

shall not be exercisable during such period.

Prior to this offering, there has been no public market for the Common Stock. The initial public
offering price for the Common Stock will be determined by negotiation among the Company and the
Representatives. Among the factors considered in determining the initial public offering price will be
prevailing market and economic conditions, revenue and earnings of the Company, market valuations
of other companies engaged in activities similar to the Company, estimates of the business potential
and prospects of the Company, the present state of the Company's business operations, the Company's

management and other factors deemed relevant.

Certain persons participating in this offering may overallot or effect transactions which stabilize,
maintain or otherwise affect the market price of the Common Stock of the Company at levels above
those which might otherwise prevail in the open market, including by entering stabilizing bids,
effecting syndicate covering transactions or imposing penalty bids. A stabilizing bid means the placing
of any bid or effecting of any purchase, for the purpose of pegging, fixing or maintaining the price of
the Common Stock of the Company. A syndicate covering transaction means the placing of any bid on
behalf of the underwriting syndicate or the effecting of any purchase to reduce a short position created
in connection with the offering. A penalty bid means an arrangement that permits the Underwriters to

reclaim a selling concession from a syndicate member in connection with the offering when the



Common Stock of the Company sold by the syndicate member is purchased in syndicate covering
transactions. Such transactions may be effected on the Nasdaq National Market, in the over-the-

counter market, or otherwise. Such stabilizing, if commenced, may be discontinued at any time.

The Underwriters have reserved up to 5% of the shares of Common Stock offered hereby for sale at the
initial public offering price to certain employees, officers and directors of the Company and other
persons designated by the Company. The number of shares available for sale to the general public will
be reduced to the extent such persons purchase such reserved shares. Any reserved shares not so
purchased on the effectiveness of the offering will be offered by the Underwriters to the general public

on the same basis as the other shares offered hereby.

Certain of the Underwriters, including BancAmerica Robertson Stephens, Salomon Smith Barney and
Dain Rauscher Wessels, have entered into service agreements with the Company. The terms of such
agreements were negotiated by the parties in arm's-length transactions. Such agreements were entered
into prior to the Company's selection of their Representatives. Other Underwriters, including certain
of the Representatives, may enter into similar agreements with the Company from time to time in the

future.

Legal Matters

The validity of the Common Stock offered hereby will be passed upon for the Company by Brobeck,
Phleger & Harrison LLP, New York, New York. Certain legal matters in connection with the offering will

be passed upon for the Underwriters by Hale and Dorr LLP, Boston, Massachusetts.

Experts

The consolidated financial statements of the Company as of December 31, 1996 and 1997 and for
each of the years in the three-year period ended December 31, 1997 included in this Prospectus and
the related consolidated financial statement schedule included elsewhere in this Registration Statement
have been audited by Ernst & Young LLP, independent auditors, as stated in their reports appearing
herein and elsewhere in this Registration Statement, and have been so included in reliance upon the

reports of such firm given on the authority of such firm as experts in auditing and accounting.

Additional Information

The Company has filed with the Commission a Registration Statement on Form S-1 (together with all
amendments and exhibits thereto, the "Registration Statement") under the Securities Act with respect
to the offer and sale of Common Stock pursuant to the Prospectus. This Prospectus, filed as part of the
Registration Statement, does not contain all the information set forth in the Registration Statement or
the exhibits thereto in accordance with the rules and regulations of the Commission, and reference is
hereby made to such omitted information. Statements made in this Prospectus concerning the contents

of any contract, agreement or other document filed as an exhibit to the Registration Statement are



summaries of the terms of such contracts, agreements or documents and are not necessarily complete.
Reference is made to each such exhibit for a more complete description of the matters involved, and
such statements shall be deemed qualified by such reference. The Registration Statement and the
Exhibits thereto filed with the Commission may be inspected, without charge, and copies may be
obtained at prescribed rates, at the public reference facility maintained by the Commission at Judiciary
Plaza, 450 Fifth Street, N.W., Room 1024, Washington, D.C. 20549 and at the regional offices of the
Commission located at Seven World Trade Center, 13th Floor, New York 10048 and Citicorp Center,
500 West Madison Street, Suite 1400, Chicago, Illinois 60661. The Registration Statement and other
information filed by the Company with the Commission also are available at the Web site maintained
by the Commission on the World Wide Web at http://www.sec.gov. For further information pertaining
to the Company and the Common Stock offered by this Prospectus, reference is hereby made to the

Registration Statement.

The Company intends to furnish to its stockholders annual reports containing consolidated financial
statements audited by an independent accounting firm and make available to its stockholders quarterly
reports for the first three quarters of each fiscal year containing unaudited interim financial

information.

Multex Systems, Inc.
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Report of Independent Auditors

To the Board of Directors and Stockholders of Multex Systems, Inc.

We have audited the accompanying consolidated balance sheets of Multex Systems, Inc. (the
"Company") as of December 31, 1996 and 1997, and the related consolidated statements of operations,
stockholders' deficit and cash flows for each of the three years in the period ended December 31, 1997.
These financial statements are the responsibility of the Company's management. Our responsibility is

to express an opinion on these financial statements based on our audits.



We conducted our audits in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for

our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Multex Systems, Inc. as of December 31, 1996 and
1997, and the consolidated results of its operations and its cash flows for each of the three years in the

period ended December 31, 1997 in conformity with generally accepted accounting principles.

Ernst & Young Lip

New York, New York March 4, 1998, except for Note 13, as to which the date is June, 1998 The
foregoing report is in the form that will be signed upon the completion of the restatement of capital

accounts described in Note 13 to the financial statements.

Ernst & Young Lip

New York, New York May 29, 1998
Multex Systems, Inc.

Consolidated Balance Sheets

PRO FORMA
DECEMBER 31 MARCH 31, MARCH 31,
1996 1997 1998 1998
(UNAUDITED)  (UNAUDITED)
(NOTE 13)
ASSETS Current assets: Cash and cash equivalents........... $ 900,598 $ 2,532,983 $ 3,912,358 $

3,912,358 Marketable securities.. 7,829,635 7,663,585 4,931,777 4,931,777 Accounts receivable, less
allowance of $130,000, $240,000 and $244,000 in 1996, 1997 and 1998, respectively.......... 923,397
1,813,570 2,800,365 2,800,365 Other current assets... 165,524 259,606 557,234 557,234 Total
current assets... 9,819,154 12,269,744 12,201,734 12,201,734 Property and equipment,
NElevreerrererenrenene 2,372,101 2,161,315 2,281,525 2,281,525 Other..........cc....... 356,404 302,341 130,051
130,051 $ 12,547,659 $ 14,733,400 § 14,613,310 $14,613,310 LIABILITIES AND
STOCKHOLDERS' (DEFICIT) EQUITY Current liabilities: Accounts payable....... $ 435,362 § 344,901
$ 516,884 $ 516,884 Accrued expenses....... 897,027 1,091,324 1,278,971 1,278,971 Deferred



revenues...... 585,062 1,446,699 2,124,629 2,124,629 Current portion of long-term debt........ 653,116

1,053,188 625,000 625,000 Other current liabilities........... -- 312,783 -- -- Total current
liabilities........... 2,570,567 4,248,895 4,545,484 4,545,484 Long-term debt, less current portion........
731,227 -- 572,917 572,917 Deferred revenue........ 500,000 -- -- -- Other.....cccceueuuuuee 281,559 -- 58,619

58,619 Commitments (Note 11) Redeemable preferred stock authorized 2,000,000 shares: Series A
redeemable preferred stock; $.01 par value, $2,500,000 aggregate liquidation preference: Issued and
outstanding--25,000 shares in 1996, 1997 and 1998............. 3,042,910 3,251,303 3,302,688 -- Series B
redeemable preferred stock; $.01 par value, $5,500,000 aggregate liquidation preference: Issued and
outstanding--36,666 shares in 1996, 1997 and 1998............. 6,406,948 6,850,679 6,960,093 -- Series C
redeemable preferred stock; $.01 par value, $15,000,000 aggregate liquidation preference: Issued and
outstanding--100,000 shares in 1996, 1997 and 1998............. 15,615,801 16,840,299 17,142,229 --
Series D redeemable preferred stock; $.01 par value, $10,000,000 aggregate liquidation preference:
Issued and outstanding--55,556 shares in 1997 and 1998................. --10,291,743 10,491,454 --
Stockholders' (deficit) equity: Preferred stock--$.01 par value: Authorized--5,000,000 shares; none
issued and outstanding in 1996, 1997 and 1998.. -- -- -- -- Common stock--$.01 par value: Authorized-
- 50,000,000 shares; issued and outstanding-- 1,379,583 shares in 1996, 1,630,000 shares in 1997 and
1,698,333 shares in 1998................. 13,795 16,299 16,982 234,204 Additional paid-in capital..............
(2,257,851) (3,510,078) (3,337,168) 34,342,074 Accumulated deficit.... (14,357,297) (22,394,473)
(24,038,199) (24,038,199) Deferred compensation.. -- (847,143) (1,087,127) (1,087,127) Translation
adjustment............ -- (14,124) (14,662) (14,662) Total stockholders' (deficit) equity...... (16,601,353)
(26,749,519) (28,460,174) 9,436,290 Total liabilities and stockholders' (deficit) equity.... § 12,547,659
$ 14,733,400 § 14,613,310 $14,613,310 See accompanying notes to financial statements.

Multex Systems, Inc.

Consolidated Statements of Operations

THREE MONTHS ENDED

YEAR ENDED DECEMBER 31 MARCH 31
1995 1996 1997 1997 1998
(UNAUDITED)

Revenues................ $ 1,004,536 $ 2,646,527 $ 6,013,766 $ 950,122 $ 2,714,468
Cost of revenues........ 403,466 809,380 1,231,692 242,121 694,301
Gross profit............ 601,070 1,837,147 4,782,074 708,001 2,020,167
Operating expenses:

Sales and marketing... 1,892,327 2,339,110 3,506,935 652,411 1,163,388

Research and

development.......... 1,519,643 1,414,908 1,600,893 369,956 440,328

General and

administrative....... 2,709,499 4,552,936 7,836,639 1,931,926 1,989,122
Total operating
EXPENSES. v vveeennnnnn 6,121,469 8,306,954 12,944,467 2,954,293 3,592,838
Loss from operations.... (5,520,399) (6,469,807) (8,162,393) (2,246,292) (1,572,671)

Other income (expense):
Gain on sale of
equipment............ -- -- -- -— 124,796
Interest expense...... (111,633) (250,175) (309,769) (73,732) (310,554)



Interest and

investment income.... 138,317 310,177 434,986 97,417 114,703
Net loss......cvvuuunnn. (5,493,715) (6,409,805) (8,037,176) (2,222,607) (1,643,726)
Redeemable preferred

stock dividends........ 639,992 1,402,788 2,181,472 453,697 650,957
Net loss available to

common stockholders'... $(6,133,707) $( 7,812,593) $(10,218,648) $(2,676,304) $(2,294,683)
Basic and diluted loss

per common share....... $ (4.69) $ (5.80) $ (7.03) $ (1.94) $ (1.41)
Number of shares used in

computing

basic and diluted loss

per share.............. 1,307,427 1,347,944 1,452,839 1,383,046 1,633,050
Pro forma basic and

diluted loss per share. -- -- 3 (0.92) - 3 (0.19)

Number of shares used in

computing pro forma

basic and diluted loss

per share.............. -- -- 8,693,580 -- 8,873,791

See accompanying notes to financial statements.
Multex Systems, Inc.

Consolidated Statements of Stockholders’ Deficit

ACCUMULATED
COMMON STOCK ADDITIONAL OTHER
————————————————— PAID-IN ACCUMULATED DEFERRED COMPREHENSIVE
SHARES ~ AMOUNT CAPITAL DEFICIT COMPENSATION LOSS
TOTAL

Balance, December 31,

1994 . oo 1,305,833 $13,058 $ (216,622) $ (2,453,777) $ - $ --
(2,657,341)

Net 10SS...vvunnnnnnn. -- -- -- (5,493,715) -- --
(5,493,715)

Redeemable preferred

stock dividend........ -- -- (639,992) -- -- --
(639,992)

Exercise of options.... 3,333 33 67 - - -—
100
Balance, December 31,

1995 . i e 1,309,166 13,091 (856,547) (7,947,492) -- --
(8,790,948)

Net 10SS..vvvneenennn.. -- -- -- (6,409,805) -- --
(6,409,805)

Redeemable preferred

stock dividend........ - -- (1,402,788) - - --
(1,402,788)

Exercise of options.... 70,417 704 1,484 -- -- --
2,188
Balance, December 31,

1996, i 1,379,583 13,795 (2,257,851) (214,357,297) -- --
(16,601,353)

Net 10SS...vvunnunnnn. -- -- -- (8,037,176) -- --
(8,037,176)

Redeemable preferred

stock dividend........ -- -- (2,181,472) -- -- --
(2,181,472)



Stock issued for
Services........vvv...
10,500
Exercise of options....
48,999
Amortization of
deferred compensation.
25,107
Deferred compensation
related to stock
options...............
Translation adjustment.
(14,124)
Balance, December 31,

(26,749,519)

Exercise of options

(unaudited)...........
550
Net loss (unaudited)...
(1,643,726)

Redeemable preferred
stock dividend
(unaudited)...........

(650,957)

Amortization of
deferred compensation
(unaudited)...........

64,016

Deferred compensation
related to stock
options (unaudited)...

Sale of stock and
issuance of options in
connection with
acquisition of certain
assets of RDG-Multex,
Inc. (unaudited)......

520,000

Translation adjustment

(unaudited)...........
(538)
Balance at March 31,

1998 (unaudited).......

$(28,460,174)

23,333 233 10,267
227,084 2,271 46,728
-- -- 872,250
1,630,000 16,299 (3,510,078)
18,333 183 367

-- -- (650,957)

-- -- 304,000
50,000 500 519,500

See accompanying notes to financial statements.

Multex Systems, Inc.

(22,394,473)

-- 25,107

- (872,250)

(847,143)

(1,643,726) --

-- 64,016

-- (304,000)

1,698,333 $16,982 $(3,337,168) $(24,038,199) $(1,087,127)

Consolidated Statements of Cash Flows

1995

YEAR ENDED DECEMBER 31
1996

1997

THREE MONTHS ENDED
MARCH 31

1997 1998
(UNAUDITED)

(14,124)

(14,124)

(538)

$(14,662)



OPERATING ACTIVITIES Net loss................ $(5,493,715) $(6,409,805) $(8,037,176) $(2,222,607)
$(1,643,726) Adjustments to reconcile net loss to net cash used in operating activities: Amortization of
deferred compensation......... -- -- 25,107 -- 64,016 Gain on sale of equipment............ - - - --(124,796)
Depreciation and amortization......... 617,431 1,096,754 1,368,318 365,052 338,323 Amortization of
issuance costs....... 12,133 29,384 40,988 9,032 11,483 Bad debt expense...... -- 130,000 168,130 --
34,500 Stock issued for services............. -- -- 10,500 -- -- Changes in operating assets and liabilities:
Accounts receivable. (898) (798,099) (1,058,303) (249,998) (1,021,295) Other current assets.............
10,897 (64,225) (94,082) (5,307) 2,372 Other assets........ (264,045) (56,254) 54,063 (12,912) 172,290
Accounts payable.... 186,157 (843,560) (136,797) 15,704 (7,761) Accrued expenses.... 59,687 608,251
194,297 (161,807) 187,647 Deferred revenue.... 286,250 798,812 361,637 126,333 677,930 Other
liabilities... -- -- -- -- 58,619 Net cash used in operating activities... (4,586,103) (5,508,742) (7,103,318)
(2,136,510) (1,250,398) INVESTING ACTIVITIES Marketable securities... -- (7,829,635) 166,050
1,906,318 2,731,808 Proceeds from sale of equipment.............. -- -- -- -- 200,953 Purchase of property
and equipment.............. (904,643) (1,372,224) (1,111,196) (188,749) (134,946) Net cash (used in)
provided by investing activities............. (904,643) (9,201,859) (945,146) 1,717,569 2,797,815
FINANCING ACTIVITIES Proceeds from issuances of stock............... 100 15,002,188 10,048,999 74
550 Preferred stock issuance cOStS.....coueeune.. -- (164,245) (54,095) -- -- Proceeds from long-term
debtu.nnirerennen. 619,334 1,231,525 474,667 174,959 1,250,000 Repayments of long-term

16 1) o] SUR (241,807) (564,299) (805,822) (189,505) (1,105,271) Proceeds (repayments) of short-
term debt........ 327,000 (327,000) -- -- -- Other liabilities....... 66,390 177,837 31,224 26,244 (312,783)
Net cash provided (used in) by financing activities............. 771,017 15,356,006 9,694,973 11,772
(167,504) Effect of exchange rate changes on cash........ -- --(14,124) (3,526) (538) Increase (decrease) in
cash and cash equivalents............ (4,719,729) 645,405 1,632,385 (410,695) 1,379,375 Cash and cash
equivalents, beginning of period............. 4,974,922 255,193 900,598 900,598 2,532,983 Cash and
cash equivalents, end of period................. $ 255,193 $ 900,598 $ 2,532,983 $ 489,903 § 3,912,358
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION Noncash investing and
financing activity: Accrued purchases of fixed assets......... $ 681,940 $ 210,046 $ 46,336 $ 67,369 $
179,744 Sale of stock and issuance of options in connection with acquisition of certain assets of RDG-
Multex, Inc.....$ -- $ - § - $ -- $ 520,000 Stock issued for services............. $--%$--$10,500%--9% --
Interest paid........... $ 78,974 $ 158,277 $ 159,705 $ 40,379 $ 277,980 See accompanying notes to

financial statements.
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YEARS ENDED DECEMBER 31, 1995, 1996 AND 1997 AND THE THREE MONTHS ENDED
MARCH 31,1997 AND 1998 (INFORMATION AS OF MARCH 31, 1998 AND FOR THE THREE
MONTHS ENDED MARCH 31, 1997 AND 1998 IS UNAUDITED)



1. Nature of Business and Significant Accounting Policies

Organization

Multex Systems, Inc. (the "Company") is a leading provider of online investment research and
information services designed to meet the needs of institutional investors, investment banks,

brokerage firms, corporations and individual investors.

The Company was founded in 1993 as the result of the merger of Multex Systems, Inc., a New York
corporation, with and into Multex Publisher, Inc., a Delaware corporation, which subsequently changed
its name to Multex Systems, Inc. During December 1996, the Company commenced the operations of
Multex Systems International Inc., a wholly-owned subsidiary of the Company, and opened an office in

London.

Acquisition

In March 1998, a subsidiary of the Company, RDG-Multex, Inc., acquired certain of the assets of
Research Data Group, Inc. in exchange for which it issued to the seller 49% of the common stock of
such subsidiary. The Company issued to a principal of the seller 50,000 shares of the Company's
common stock at a purchase price of $6.00 per share and a one year option to acquire 83,333 shares of
the Company's common stock at an exercise price of $7.50 per share. The Company has estimated the
fair market value of the 50,000 shares to be approximately $395,000 and has valued the option at
approximately $128,000 on the date of grant using the Black-Scholes option pricing model. The
acquisition has been accounted for by the purchase method of accounting and, accordingly, the

$220,000 purchase price has been allocated to the software acquired.

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of Multex Systems, Inc. and
its wholly-owned and majority-owned subsidiaries. All intercompany account balances and

transactions have been eliminated.

Cash and Cash Equivalents

The Company considers all highly liquid investments with a maturity of 90 days or less when

purchased to be cash equivalents.



Concentration of Credit Risk

At December 31, 1997 and March 31, 1998, substantially all cash and cash equivalents were held in

two banks.

Marketable Securities

Marketable securities are classified as available-for-sale, and consist of United States treasury bills with
maturities of 360 days or less when purchased. Marketable securities are carried at fair value, which

approximates cost.

Property and Equipment

Property and equipment are stated at cost, and depreciation is computed using the straight-line

method over the estimated useful life of the asset which ranges from two to five years.

Multex Systems, Inc.

Notes to Consolidated Financial Statements--(continued)

YEARS ENDED DECEMBER 31, 1995,1996 AND 1997 AND THE THREE MONTHS ENDED
MARCH 31,1997 AND 1998 (INFORMATION AS OF MARCH 31, 1998 AND FOR THE THREE
MONTHS ENDED MARCH 31, 1997 AND 1998 IS UNAUDITED)

1. Nature of Business and Significant Accounting Policies
(Continued)

Advertising

The Company expenses the costs of advertising as incurred. Advertising expense for the years ended
December 31, 1995, 1996 and 1997 was approximately $166,000, $422,000 and $732,000,
respectively ($160,000 and $19,000 for the three months ended March 31, 1997 and 1998,

respectively).

Revenue Recognition

Revenues from subscriptions are recognized in equal installments over the term of the subscriptions.

Revenues from the Multex Research-On-Demand service are recognized upon sale.



Deferred Revenue

Deferred revenue represents the unamortized portion of annual subscriptions received in advance, and

at December 31, 1996 included fees received from customers in advance of performance of services.

Earnings (Loss) Per Share

In 1997, the Financial Accounting Standards Board (the "FASB") issued Statement No. 128, Earnings
per Share, which replaced the calculation of primary and fully diluted earnings per share with basic and
diluted earnings per share. Unlike primary earnings per share, basic earnings per share excludes any
dilutive effects of options, warrants and convertible securities. Diluted earnings per share is very
similar to the previously reported fully diluted earnings per share. All earnings per share amounts for

all periods have been presented to conform to the Statement No. 128 requirements.

Accounting for Stock-based Compensation

In October 1995, the FASB issued Statement of Financial Accounting Standards No. 123, "Accounting
for Stock-Based Compensation” ("SFAS No. 123"). SFAS No. 123 prescribes accounting and reporting
standards for all stock-based compensation plans, including employee stock options, restricted stock,
employee stock purchase plans and stock appreciation rights. SFAS No. 123 requires compensation
expense to be recorded (i) using the new fair value method or (ii) using existing accounting rules
prescribed by Accounting Principles Board Opinion No. 25, "Accounting for Stock Issued to
Employees" ("APB 25") and related interpretations with pro forma disclosure of what net income and
earnings per share would have been had the Company adopted the new fair value method. The

Company accounts for its stock-based compensation plans in accordance with the provisions of APB
25.

Comprehensive Income

As of January 1, 1998, the Company adopted FASB Statement No. 130, Reporting Comprehensive
Income. Statement No. 130 establishes new rules for the reporting and display of comprehensive
income and its components; however, the adoption of this statement had no impact on the Company's
net income or stockholders' equity. Statement No. 130 requires unrealized gains or losses on the
Company's available-for-sale securities and foreign currency translation adjustments, which prior to
adoption were reported separately in stockholders' equity, to be included in other comprehensive

income.

Total comprehensive loss amounted to approximately $2,673,000 and $2,294,000 for the three
months ended March 31, 1997 and 1998, respectively.
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1. Nature of Business and Significant Accounting Policies
(Continued)

Segment Information

In June 1997, the FASB issued Statements of Financial Accounting Standard No. 131, "Disclosure
About Segments of an Enterprise and Related Information". This Statement is effective for fiscal years
beginning after December 15, 1997. This statement does not have measurements effects on the

financial statements; however, it may require additional disclosure.

Unaudited Information

The unaudited financial statements at March 31, 1998 and for the three months ended March 31,
1997 and 1998 include all adjustments, consisting only of normal recurring adjustments, which, in the
opinion of management, are necessary for the fair presentation of such financial results. The results for
the three months ended March 31, 1998 are not necessarily indicative of results that may be expected

for the entire year or for any future period.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual results could

differ from those estimates.



2. Stockholders' Equity

Common Stock (See Note 13)

During 1997, the Company increased its authorized common stock from 9,333,333 shares to
12,666,667.

Common Stock Reserved for Issuance

At December 31, 1997, the Company has reserved approximately 8,852,000 shares (9,240,000 shares
at March 31, 1998) of its common stock for issuance in connection with shares issuable under the

Company's stock option plan and the conversion of its redeemable preferred stock.

3. Redeemable Preferred Stock

The Company has recorded issuance costs of redeemable preferred stock as discounts at issuance and
is accreting the discount over the life of the redeemable preferred stock. The Company accrues all

cumulative dividends on redeemable preferred stock.

During 1996, the Company authorized 103,335 shares of $.01 par value Series C convertible preferred
stock ("Series C Stock") and issued 100,000 shares of the Series C Stock for $15,000,000. In
connection with the issuance of the Series C Stock, the Company incurred issuance costs of

approximately $164,000.
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3. Redeemable Preferred Stock (Continued)

During 1997, the Company authorized 83,334 shares of $.01 par value Series D convertible preferred
stock ("Series D Stock") and issued 55,556 shares of the Series D Stock for $10,000,000. In connection
with the issuance of the Series D Stock, the Company incurred issuance costs of approximately
$54,000.



The holders of Series C Stock and Series D Stock are entitled to a liquidation preference over the
Series A and Series B Stock. The Series C Stock and Series D stock share ratably on a pari passu basis in
the event of a liquidation and the Series A Stock and Series B Stock share ratably on a pari passu basis
in the event of a liquidation. In the event of a liquidation event, after (i) all holders of redeemable
preferred stock have been paid the preferential amounts to which they are entitled and (ii) the holders
of common stock have been paid $0.75 for each such share, the remaining net assets are to be

distributed to the holders of common stock and the Series C Stock on an as converted basis.

The holders of redeemable preferred stock are entitled to vote upon any matter as to which the holders

of common stock are entitled to vote.

The holders of shares of redeemable preferred stock have the right to convert such shares into the
number of shares of common stock (adjusted for stock splits) as is obtained by multiplying the number
of redeemable preferred shares to be converted by the liquidation preference ($100 for Series A, $150
for Series B and C, $180 for Series D) and dividing the result by $1.00 for Series A, $1.50 for Series B

and C, $1.80 for Series D or by the conversion price, as defined, as last adjusted and in effect.

In the event the Company completes an underwritten public offering of its common stock (a) at a per
share price to the public of not less than $9.00 and (b) in which the gross proceeds paid by the public
are at least $15,000,000, then all outstanding redeemable preferred shares shall automatically be

converted into shares of common stock in the manner described in the preceding paragraph.

Upon the consummation of the initial public offering, all outstanding shares of redeemable preferred
stock will be automatically converted into shares of common stock. In the event the offering is not
consummated, the Company will be required to redeem all outstanding shares of redeemable preferred
stock on December 31, 2002. In the event of the consolidation or merger of the Company (other than a
merger in which the Company is the surviving corporation and which will not result in more than 50%
of the capital stock of the Company outstanding immediately after the effective date of such merger
being owned of record or beneficially by persons other than the holders of such capital stock
immediately prior to such merger), and in the case of a sale of all or substantially all of the properties
and assets of the Company as an entirety to any other person, any holder can elect to have any or all of
their shares of redeemable preferred stock redeemed. The redemption price for each share of
redeemable preferred stock shall be the sum of the liquidation preference plus cumulative unpaid
dividends at the rate of 8% per annum on the liquidation preference. No redeemable preferred stock
dividends have been declared or paid as of December 31, 1997. At December 31, 1995, 1996, and
1997 the total cumulative dividends in arrears is approximately $883,000, $2,286,000 and
$4,467,000, respectively ($5,118,000 at March 31, 1998).

The Company is not authorized to pay or declare any dividends on outstanding common shares unless
dividends on all outstanding shares of convertible preferred stock for all past dividend periods have

been paid.
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YEARS ENDED DECEMBER 31, 1995, 1996 AND 1997 AND THE THREE MONTHS ENDED
MARCH 31, 1997 AND 1998 (INFORMATION AS OF MARCH 31, 1998 AND FOR THE THREE
MONTHS ENDED MARCH 31, 1997 AND 1998 IS UNAUDITED)

4. Earnings Per Share

The following table sets forth the computation of basic and diluted earnings per share:

THREE MONTHS ENDED

YEAR ENDED DECEMBER 31 MARCH 31
1995 1996 1997 1997 1998
Numerator: Net loss.............. $(5,493,715) $(6,409,805) $ (8,037,176) $(2,222,607) $(1,643,726)

Redeemable preferred stock dividends........ 639,992 1,402,788 2,181,472 453,697 650,957
Numerator for basic and diluted loss per share--net loss available for common stockholders...........
$(6,133,707) $(7,812,593) $(10,218,648) $(2,676,304) $(2,294,683) Denominator: Denominator for
basic and dilutive loss per share--weighted average shares....... 1,307,427 1,347,944 1,452,839
1,383,046 1,633,050 Basic and diluted loss per share.............. $(4.69) $(5.80)$(7.03)$(1.94) $ (1.41)
The following securities have been excluded from the dilutive per share computation as they are

antidilutive:

THREE MONTHS ENDED

YEAR ENDED DECEMBER 31 MARCH 31
1995 1996 1997 1997 1998
Redeemable preferred stock--
Series A ..ttt e 25,000 25,000 25,000 25,000 25,000
Redeemable preferred stock--
Series B.........ciiiiiiiii... 36,666 36,666 36,666 36,666 36,666
Redeemable preferred stock--
Series C...vviviniiiiiiiinnn. -- 100,000 100,000 100,000 100,000
Redeemable preferred stock--
Series D...vvvvnninnnniiiian. -- -- 55,556 -- 55,556
Stock options...........i ..., 620,667 851,250 1,369,334 953,000 1,399,335

The following table sets forth the computation of pro forma basic and diluted loss per share, upon
conversion of the redeemable preferred shares to shares of common stock:
YEAR ENDED  THREE MONTHS

DECEMBER 31, ENDED
1997 MARCH 31, 1998

Numerator: Net loss available to common stockholders....... $(10,218,648) $(2,294,683) Redeemable
preferred stock dividends............ 2,181,472 650,957 Numerator for pro forma loss available to
common stockholders.......uueeereereereereenenen. $ (8,037,176) $(1,643,726) Denominator: Weighted average

number of common shares........ 1,452,839 1,633,050 Assumed conversion of preferred shares to



common shares (if converted method)................... 7,240,741 7,240,741 Denominator for pro forma
basic and diluted loss per share.........ccceceeveurureeeeecencennane 8,693,580 8,873,791 Pro forma basic and diluted
loss per share........ $(0.92) § (0.19)

Multex Systems, Inc.
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YEARS ENDED DECEMBER 31, 1995, 1996 AND 1997 AND THE THREE MONTHS ENDED
MARCH 31,1997 AND 1998 (INFORMATION AS OF MARCH 31, 1998 AND FOR THE THREE
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5. Property and Equipment

Property and equipment consist of the following:

DECEMBER 31 MARCH 31,
1996 1997 1998
(UNAUDITED)
Computer and telecommunications equipment and related software........cccceeuu... $3,829,735 $4,932,499
$5,113,154 Furniture and fixtures......coevne... 212,084 266,852 291,868 Leasehold
IMprovements......c.ceceeeeeene 237,393 237,393 237,393 4,279,212 5,436,744 5,642,415 Less accumulated
depreciation and amoOrtization.........cececececeeeueunne 1,907,111 3,275,429 3,360,890 $2,372,101 $2,161,315
$2,281,525
6. Accrued Expenses
Accrued expenses consist of the following:
DECEMBER 31 MARCH 31,
1996 1997 1998
(UNAUDITED)
Payroll and related costS........oevvvuuun... $103,534 $ 170,976 $ 318,133
Accrued vacation........iiiii ittt - 125,000 125,000
Accrued bDONUSES . .. vttt ittt ieeennnnn 35,000 130,000 100,000
ROYALEIES .+ e et e eeee et e eteeee i eaeenn, 258,204 424,971 538,088
(0 TS o 500,289 240,377 197,750

$897,027 $1,091,324 $1,278,971

7. Short-term Debt

Short-term debt was payable to three stockholders. The notes bore interest at 8% per annum and were

fully repaid during 1996.



8. Long-term Debt

The Company had available lines of credit provided by two lenders totaling $3,900,000. At December
31, 1997, total notes of approximately $2,699,000 were issued under the lines of credit. The notes
were payable in monthly installments of principal and interest of approximately $75,000 and bore
interest ranging from 10% to 12% per annum. The balance of the notes of approximately $1,053,000
was fully repaid subsequent to December 31, 1997.

The Company was obligated to pay additional financing costs equal to a minimum of 10% of original
amounts advanced under the lines of credit. At December 31, 1996 and 1997, the Company recorded
approximately $282,000 and $313,000, respectively, in other liabilities related to such obligation,
which was fully paid subsequent to December 31, 1997.

Multex Systems, Inc.
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8. Long-term Debt (Continued)

In January 1998, the Company entered into agreements with respect to a $1,250,000 term loan and a
$1,000,000 revolving line of credit with a bank, whereby it may borrow up to 75% of eligible accounts
receivable, as defined therein. Substantially all of the assets of the Company are pledged as collateral
for the above obligations. The term loan and the revolving line of credit bear interest at the prime rate
plus 2%, as defined therein, and the prime rate plus 1%, as defined therein, respectively. The term loan
is payable in twenty four monthly installments of approximately $52,000. At March 31, 1998, no

amounts were outstanding under the revolving line of credit.

In addition, the above obligations also provide for, among other things, the maintenance of certain

covenants, as defined, including certain liquidity ratios and a leverage ratio.

9. Income Taxes

Under FASB Statement No. 109, "Accounting for Income Taxes," the liability method is used in
accounting for income taxes. Under this method, deferred income tax assets and liabilities result from
temporary differences between the income tax basis of assets and liabilities and their reported amounts

in the financial statements that will result in taxable income and deductions in future years.



At December 31, 1997, the Company had net operating loss carryforwards of approximately
$18,600,000 and research and development credits of approximately $500,000 for income tax
purposes that expire in 2008 through 2012. The utilization of approximately $15,600,000 and
$400,000 of such net operating loss carryforwards and research and development credits, respectively,
are subject to an annual limitations of approximately $1,900,000, pursuant to Section 382 of the
Internal Revenue Code.

The Company has deferred tax assets of approximately $5,925,000 and $9,157,000 at December 31,
1996 and 1997, respectively. At December 31, 1996 and 1997, a valuation allowance of $5,925,000
and $9,157,000, respectively, was provided due to the uncertainty of the realization of the tax assets.
The valuation allowance was increased by $2,475,000 and $3,232,000 for the years ended December
31,1996 and 1997, respectively.

At December 31, 1996 and 1997, the deferred tax assets primarily relate to net operating loss and
research and development credit carryforwards, financial statement depreciation in excess of tax

depreciation and income deferred for financial statement purposes.

The difference between the provision for income taxes and the statutory rate is due principally to the

valuation allowance against deferred tax assets.

10. Stock Options

1993 Stock Incentive Plan

The Company had reserved 1,933,333 shares of the Company's Common Stock to be issued under its
1993 Stock Incentive Plan (the "Plan"). In February 1998, the number of shares reserved for issuance

under the Plan was increased to 2,350,000.

During the year ended December 31, 1997, the difference between the estimated fair market value of

the Company's common stock and the options' exercise price on the date of grant was determined to be
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10. Stock Options (Continued)

approximately $872,000 ($304,000 for the three months ended March 31, 1998). This deferred
compensation is being amortized for financial reporting purposes over the vesting period of the

options and the amount recognized as expense during the year ended December 31, 1997 amounted to
approximately $25,000 ($64,000 for the three months ended March 31, 1998).

Pro forma information regarding net loss and net loss per share is required by SFAS 123, and has been
determined as if the Company had accounted for its employee stock options under the fair value
method of that statement. The fair value of the options was estimated at date of grant using a Black-

Scholes option pricing model with the following assumptions:

Assumptions 1995 1996 1997

Volatility factor of the expected market price

of the Company's common stock.................. 0.558 0.558 0.558
Average risk-free interest rate................. 6.5% 6.5% 6.1%
Dividend yield.......couiiiiiinininnnnnnnnnns 0% 0% 0%
Average life.......ouuiiiiiiiiiiiiiiinnnnnn 4 years 4 years 3 years

The Black-Scholes option valuation model was developed for use in estimating the fair value of traded
options which have no vesting restrictions and are fully transferable. In addition, option valuation
models require the input of highly subjective assumptions including the expected stock price volatility.
Because the Company's stock options have characteristics significantly different from those of traded
options, and because changes in the subjective input assumptions can materially affect the fair value
estimate, in management's opinion, the existing models do not necessarily provide a reliable single

measure of the fair value of its stock options.
The Company's pro forma information is as follows:
1995 1996 1997

Pro forma net loss available to common stockholders............... $(6,133,897) $(7,812,122) $(10,230,064)
Pro forma basic and diluted loss per share........ccccceeevureneee $(4.69) $(5.80) § (7.04)
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10. Stock Options (Continued)

The following transactions occurred with respect to the Plan:

WEIGHTED-

AVERAGE

1993 STOCK EXERCISE
INCENTIVE PLAN PRICE

Outstanding December 31, 1994.........ciiiiiieeunnnn 410,833 $ 0.03
Granted during the year..........c.ciiiiiiiiiiinnnn. 239,000 0.03
CanNCelled. oo vttt e (25,833) (0.03)
Exercised during the year...........ccoiiiiiiennnnnn. (3,333) (0.03)
Outstanding December 31, 1995....... .. iierunnn. 620,667 0.03
Granted during the year..........c.coiiiiiiiiiinnnn. 346,000 1.29
CanNCelled. oo vttt e (45,000) (0.06)
Exercised during the year...........ccoiiiiiiennnnnn. (70,417) (0.03)
Outstanding December 31, 1996....... .0t iuiiierennnn 851,250 0.54
Granted during the year..........c.coiiiiiiiiiinnnn. 930,667 0.75
CanNCelled. oo vttt e (185,500) (0.75)
Exercised during the year..........cooiiuiiniennnnnn. (227,083) (0.21)
Outstanding December 31, 1997.......cciiiiiinnennnnn 1,369,334 0.57
Granted during the period...........cciiiuiiiinn.... 50,667 (0.75)
Cancelled during the period.........ccvviiuiennnnnnn. (2,333) (0.75)
Exercised during the period..........cccvuiiiinnnnn.. (18,333) (0.03)
Outstanding March 31, 1998.......cciiiiiiiiinnnnnnnn 1,399,335 0.60

Exercise prices for options outstanding as of December 31, 1997 and March 31, 1998 ranged from
$0.03 to $0.75 per share. In April 1997, the Board of Directors authorized a $0.75 reduction in the
exercise price per share for all outstanding options issued with an exercise price of $1.50, with all other
terms remaining unchanged. The weighted average fair value of options granted during 1995, 1996
and 1997 was $0.01, $0.16, and $0.97, respectively. The weighted average remaining contractual life of
those options outstanding as of December 31, 1997 is 8.7 years and 8.5 years at March 31, 1998.

The number of shares of common stock issuable upon exercise of outstanding stock options that were
fully exercisable as of December 31, 1996, 1997 and March 31, 1998 were 233,604, 387,543 and
412,876, respectively. The weighted average exercise price of exercisable options as of December 31,
1997 and March 31,1998 is $0.39 and $0.42, respectively.

The options outstanding under the Plan generally vest in four equal annual installments commencing
on the day after the first anniversary of the grant and expire ten years after the date of grant.

Other Stock Options

During December 1996, the Company granted to one of its major customers an option to purchase
555,555 shares of the Company's common stock at $6.00 per share. Such options were valued at $0 on
the date of grant using the Black- Scholes option pricing method. The option expired unexercised in
June 1997.



Multex Systems, Inc.

Notes to Consolidated Financial Statements--(continued)

YEARS ENDED DECEMBER 31, 1995, 1996 AND 1997 AND THE THREE MONTHS ENDED
MARCH 31, 1997 AND 1998 (INFORMATION AS OF MARCH 31, 1998 AND FOR THE THREE
MONTHS ENDED MARCH 31, 1997 AND 1998 IS UNAUDITED)

11. Commitments

Operating Leases

The Company is obligated to make payments under noncancellable operating leases for office space
expiring in 2002. The approximate future minimum annual rental payments under these operating

leases are as follows:

L TP $ 390,000
100 e e e e e et e e 390,000
2000, i e e e e i e et e e 390,000
0L P 60,000
2002, i e e e e et et e i e 30,000

$1,260,000

Total rental expense for the years ended December 31, 1995, 1996 and 1997 was approximately
$160,000, $306,000 and $425,000, respectively ($94,000 and $109,000 for the three months ended
March 31, 1997 and 1998).

12. Major Customers

One customer accounted for approximately 31% and 21% of revenues for the years ended December
31,1996 and 1997, respectively (12% for the three months ended March 31, 1998). The same
customer accounted for approximately 36% and 31% of accounts receivable at December 31, 1996 and
1997, respectively (14% at March 31, 1998).

Another customer accounted for approximately 15%, 14% and 16% of revenues for the years ended

December 31, 1995, 1996 and 1997, respectively. The same customer accounted for approximately
15% of accounts receivable at December 31, 1996 (17% at March 31, 1998).

A third customer accounted for approximately 16% and 11% of revenues for the years ended December
31,1996 and 1997, respectively (10% for the three months ended March 31, 1998).

A fourth customer accounted for approximately 42% of revenues for the year ended December 31,
1995.



A holder of preferred stock accounted for approximately 13%, 14% and 20% of revenues for the years
ended December 31, 1995, 1996 and 1997, respectively (17% for the three months ended March 31,
1998). This stockholder accounted for approximately 26% and 19% of accounts receivable at December
31,1996 and 1997, respectively (19% at March 31, 1998).

13. Subsequent Events and Pro Forma Adjustments

Stock Split

In May 1998, the Board of Directors authorized the Company to file a registration statement with the
Securities and Exchange Commission for an initial public offering of shares of its common stock. In
connection with the consummation of the initial public offering, the Company effected a 1-for-3
reverse stock split and a change in the number of authorized shares of its common stock to 50,000,000

shares of $0.01 par value per share.
Moultex Systems, Inc.

Notes to Consolidated Financial Statements--(concluded)

YEARS ENDED DECEMBER 31, 1995,1996 AND 1997 AND THE THREE MONTHS ENDED
MARCH 31,1997 AND 1998 (INFORMATION AS OF MARCH 31, 1998 AND FOR THE THREE
MONTHS ENDED MARCH 31, 1997 AND 1998 IS UNAUDITED)

13. Subsequent Events and Pro Forma Adjustments--
(continued)

Preferred Stock

In connection with the consummation of the initial public offering, the Company has authorized the

issuance of 5,000,000 shares of preferred stock, par value $0.01 per share.

Pro Forma Financial Information

Upon the completion of an initial public offering at a per share price to the public of not less than
$9.00 and in which the gross proceeds paid by the public are at least $15,000,000, all outstanding
redeemable preferred shares will automatically be converted into shares of common stock in the

manner described in Note 3. The pro forma balance sheet at March 31, 1998 gives effect to such



conversion as if it occurred on that date. The pro forma loss for the year ended December 31, 1997 and
the three months ended March 31, 1998 give effect to the conversion of such shares as if it occurred on

the beginning of their respective periods.

All common and preferred share information included in the accompanying financial statements has
been adjusted to reflect the one-for-three reverse stock split and the increases in authorized shares

described above.
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Part It
Information Not Required in Prospectus

Item 13. Other Expenses of Issuance and Distribution

The expenses, other than underwriting commissions, expected to be incurred by the Company in
connection with the issuance and distribution of the securities being registered under this Registration
Statement are estimated to be as follows:
SEC registration fee. ... iiiniiriii ittt ieeneeeneneennnnaennnns $15,267
NASD filing fEE. . vttt ittt it ettt eeaaaaeaaanans 5,675
Nasdag National Market listing fee........oiiiiiiiiiiiinnnnn. 50,000
Printing and engraving. ... ... eeeeeeeaaeennnnnn *
Legal fees and EXPeNSES . e ettt ettt et ettt et *
Accounting fees and eXPeNSesS.....uuitittteteeeeeeeeeeeenenennnnnnn *
Blue sky fees and expenses (including legal fees)................. *
*
*
*

Transfer agent fees. .. .iiiiiiiin ittt ettt eeeeeeeannn
MiSCELLlaNEOUS . ¢ vttt ittt ittt ettt ettt e e e

*To be filed by amendment.

ltem 14. Indemnification of Directors and Officers

The Certificate provides that, except to the extent prohibited by DGCL, the Registrant's directors shall
not be personally liable to the Registrant or its stockholders for monetary damages for any breach of
fiduciary duty as directors of the Registrant. Under the DGCL, the directors have a fiduciary duty to the
Registrant which is not eliminated by this provision of the Certificate and, in appropriate
circumstances, equitable remedies such as injunctive or other forms of nonmonetary relief will remain
available. In addition, each director will continue to be subject to liability under the DGCL for breach of
the director's duty of loyalty to the Registrant, for acts or omissions which are found by a court of
competent jurisdiction to be not in good faith or involving intentional misconduct, for knowing
violations of law, for actions leading to improper personal benefit to the director, and for payment of
dividends or approval of stock repurchases or redemptions that are prohibited by DGCL. This
provision also does not affect the directors' responsibilities under any other laws, such as the Federal
securities laws or state or Federal environmental laws. The Registrant has obtained liability insurance

for its officers and directors.

Section 145 of the DGCL empowers a corporation to indemnify its directors and officers and to
purchase insurance with respect to liability arising out of their capacity or status as directors and
officers, provided that this provision shall not eliminate or limit the liability of a director: (i) for any
breach of the director's duty of loyalty to the corporation or its stockholders, (ii) for acts or omissions
not in good faith or which involve intentional misconduct or a knowing violation of law, (iii) arising

under Section 174 of the DGCL, or (iv) for any transaction from which the director derived an



improper personal benefit. The DGCL provides further that the indemnification permitted thereunder
shall not be deemed exclusive of any other rights to which the directors and officers may be entitled
under the corporation's bylaws, any agreement, a vote of stockholders or otherwise. The Certificate
eliminates the personal liability of directors to the fullest extent permitted by Section 102(b)(7) of the
DGCL and provides that the Registrant shall fully indemnify any person who was or is a party or is
threatened to be made a party to any threatened, pending or completed action, suit or proceeding
(whether civil, criminal, administrative or investigative) by reason of the fact that such person is or was
a director or officer of the Registrant, or is or was serving at the request of the Registrant as a director
or officer of another corporation, partnership, joint venture, trust, employee benefit plan or other
enterprise, against expenses (including attorney's fees), judgments, fines and amounts paid in
settlement actually and reasonably incurred by such person in connection with such action, suit or

proceeding.

At present, there is no pending litigation or proceeding involving any director, officer, employee or
agent as to which indemnification will be required or permitted under the Certificate. The Registrant is
not aware of any threatened litigation or proceeding that may result in a claim for such

indemnification.

[tem 15. Recent Sales of Unregistered Securities

The Registrant has sold and issued the following securities during the past three fiscal years:

In November 1993 and March 1994, respectively, the Registrant sold 25,000 shares of Series A
Convertible Preferred Stock to Euclid Partners III, L.P., Isaak Karaev and certain other investors for an
aggregate offering amount of $2,500,000. In November 1994, the Registrant sold 36,666 shares of
Series B Convertible Preferred Stock to Euclid Partners III, L.P., 77 Capital Partners, L.P., Venture Fund
[, L.P. and certain other investors for an aggregate offering amount of $5,499,900. In 1996, the
Registrant sold 100,000 shares of Series C Convertible Preferred Stock in various tranches to Chase
Venture Capital Associates, L.P., Euclid Partners III and IV, L.P. Reuters America, Inc., Softbank
Ventures, Inc. 77 Capital Partners, L.P., Venture Fund, I, L.P. and certain other investors for an
aggregate offering amount of $15,000,000. In July 1997, the Registrant sold 55,556 shares of Series D
Convertible Preferred Stock to Chase Venture Capital Associates, L.P., Euclid Partners IV, L.P., Reuters
America, Inc. and certain other investors for an aggregate offering amount of $15,000,000. The shares
of Series A Convertible Preferred Stock, Series B Convertible Preferred Stock, Series C Convertible
Preferred Stock and Series D Convertible Preferred Stock were sold in reliance upon an exemption

from registration under the Securities Act of 1933 pursuant to Section 4(2) thereof.

The Registrant from time to time has granted stock options to employees. The following table sets

forth certain information regarding such grants:



Number of Exercise Options Price

January 1, 1995 to December 31, 1995..........cciiiiienn. 239,000 $0.03
January 1, 1996 to December 31, 1996.........cciiiiunnnn.. 346,000 0.75
January 1, 1997 to December 31, 1997.......c.ciiiinnnnn.. 930,667 0.75
January 1, 1998 to March 31, 1998....... ... 50,667 0.75

The above securities were offered and sold by the Registrant in reliance upon exemptions from

registration pursuant to either (i) Section 4(2) of the Securities Act, as transactions not involving any

public offering, or (ii) Rule 701 under the Securities Act. No underwriters were involved in connection

with the sales of securities referred to in this Item 15.

[tem 16. Exhibits and Financial Statement Schedules

(A) Exhibits.

Number Description

1.1% Form of Underwriting Agreement.

3.1 Amended and Restated Certificate of Incorporation.

3.2x% Form of Amended and Restated Certificate of Incorporation to be in
effect upon the closing of the initial public offering.

3.3 By-laws.

3.4% Form of Amended and Restated By-laws to be in effect upon the closing
of the initial public offering.

4. 1% Specimen Common Stock certificate.

4.2 See Exhibits 3.1, 3.2, 3.3 and 3.4 for provisions of the Certificate
of Incorporation and By-laws of the Registrant defining the rights of
holders of Common Stock of the Registrant.

5.1x% Opinion of Brobeck, Phleger & Harrison LLP.

10.1 Sublease, dated August 23, 1995, between International Business
Machines Corporation and the Registrant.

10.2+ Interactive Services Agreement, dated as of March 20, 1998, by and
between America Online, Inc. and the Registrant.

10.3+ Distribution and Joint Sourcing Agreement, dated as of June 4, 1996,
by and between Bloomberg, L.P. and the Registrant.

10.4+ Software and Reciprocal Data License Agreement, dated as of June 1,
1995, by and between Reuters Limited and the Registrant.

10.5% 1998 Stock Option Plan.

10. 6% Employee Stock Purchase Plan.

10.7(a) Third Amended and Restated Registration Rights Agreement, dated as of
July 24, 1997.

10.7(b) Supplement to Third Amended and Restated Registration Rights
Agreement, dated as of August 14, 1997.

11.1 Statement re: Computation of Per Share Earnings.

21.1 Subsidiaries of the Registrant.

23.1x% Consent of Brobeck, Phleger & Harrison LLP (included in Exhibit 5.1).

23.2 Consent of Ernst & Young LLP.

24.1 Powers of Attorney (included in the Signature Page).

27.1 Financial Data Schedule for the year ended December 31, 1997.

27.2 Financial Data Schedule for the three months ended March 31, 1998.

*To be supplied by amendment. + Confidential treatment to be requested for certain portions of this

Exhibit pursuant to Rule 406 promulgated under the Securities Act.



(B) Financial Statement Schedules.

None.

Item 17. Undertakings

The undersigned Registrant hereby undertakes to provide to the Underwriter at the closing specified in
the Underwriting Agreement, certificates in such denominations and registered in such names as

required by the Underwriter to permit prompt delivery to each purchaser.

Insofar as indemnification for liabilities arising under the Act may be permitted to directors, officers
and controlling persons of the Registrant pursuant to the Delaware General Corporation Law, the
Certificate of Incorporation of the Registrant, the Underwriting Agreement, or otherwise, the
Registrant has been advised that in the opinion of the Securities and Exchange Commission such
indemnification is against public policy as expressed in the Act, and is, therefore, unenforceable. In the
event that a claim for indemnification against such liabilities (other than the payment by the Registrant
of expenses incurred or paid by a director, officer or controlling person of the Registrant in the
successful defense of any action, suit or proceeding) is asserted by such director, officer or controlling
person in connection with the securities being registered hereunder, the Registrant will, unless in the
opinion of counsel the matter has been settled by controlling precedent, submit to a court of
appropriate jurisdiction the question whether such indemnification by it is against public policy as

expressed in the Act and will be governed by the final adjudication of such issue.
The undersigned Registrant hereby undertakes:

(1) That for purposes of determining any liability under the Act, the information omitted from the
form of Prospectus filed as part of this Registration Statement in reliance upon Rule 430A and
contained in a form of Prospectus filed by the Registrant pursuant to Rule 424 (b) (1) or (4), or 497 (h)
under the Act shall be deemed to be part of this Registration Statement as of the time it was declared

effective.

(2) That for the purpose of determining any liability under the Act, each post-effective amendment that
contains a form of Prospectus shall be deemed to be a new Registration Statement relating to the
securities offered therein, and the offering of such securities at that time shall be deemed to be the

initial bona fide offering thereof.

Signatures

Pursuant to the requirements of the Securities Act of 1933, the Registrant has duly caused this

Registration Statement to be signed on its behalf by the undersigned, thereunto duly authorized in The
City of New York, State of New York, on this 29th day of May, 1998.

Multex Systems, Inc.



/s/ Isaak Karaev By Name: Isaak Karaev Title: President and Chief

Executive Officer

Power of Attorney

We, the undersigned directors and/or officers of Multex Systems, Inc. (the "Company"), hereby severally
constitute and appoint Isaak Karaev, President and Chief Executive Officer and Philip Callaghan, Chief
Financial Officer, and each of them individually, with full powers of substitution and resubstitution,
our true and lawful attorneys, with full powers to them and each of them to sign for us, in our names
and in the capacities indicated below, the Registration Statement on Form S-1 filed with the Securities
and Exchange Commission, and any and all amendments to said Registration Statement (including
post-effective amendments), and any registration statement filed pursuant to Rule 462(b) under the
Securities Act of 1933, as amended, in connection with the registration under the Securities Act of
1933, as amended, of equity securities of the Company, and to file or cause to be filed the same, with all
exhibits thereto and other documents in connection therewith, with the Securities and Exchange
Commission, granting unto said attorneys, and each of them, full power and authority to do and
perform each and every act and thing requisite and necessary to be done in connection therewith, as
fully to all intents and purposes as each of them might or could do in person, and hereby ratifying and
confirming all that said attorneys, and each of them, or their substitute or substitutes, shall do or cause

to be done by virtue of this Power of Attorney.

Pursuant to the requirements of the Securities Act of 1933, as amended, this Registration Statement

has been signed by the following persons in the capacities indicated on May 29, 1998:

Signature Title(s)

/s/ Isaak Karaev President, Chief Executive Officer
el and Chairman of the Board of
ISAAK KARAEV Directors (principal executive
officer)
/s/ Philip Callaghan Chief Financial Officer (principal

Bt e L L T financial officer)
PHILIP CALLAGHAN

/s/ Philip Scheps Vice President, Finance and
ettt bbbt Controller (principal accounting
PHILIP SCHEPS officer)

/s/ Bruce E.H. Barlag Director BRUCE E.H. BARLAG /s/ Davis Gaynes Director DAVIS GAYNES /s/ 1.
Robert Greene Director . ROBERT GREENE /s/ Peter LaBonte Director PETER LABONTE /s/ Milton
J. Pappas Director MILTON J. PAPPAS

Report of Independent Auditors

To the Board of Directors and Stockholders of Multex Systems, Inc.



We have audited the consolidated financial statements of Multex Systems, Inc. as of December 31,
1997 and 1996, and for each of the three years in the period ended December 31, 1997, and have
issued our report thereon dated March 4, 1998 except for Note 13 as to which the date is June, 1998
(included elsewhere in this Registration Statement). Our audits also included the financial statement
schedule listed in Item 16(b) of this Registration Statement. This schedule is the responsibility of the

Company's management. Our responsibility is to express an opinion based on our audits.

In our opinion, the financial statement schedule referred to above, when considered in relation to the
basic financial statements taken as a whole, presents fairly in all material respects the information set

forth therein.

Ernst & Young LLP New York, New York March 4, 1998 The foregoing report is in the form that will be
signed upon the completion of the restatement of capital accounts described in Note 13 to the financial

statements.

Ernst & Young LLP New York, New York May 29, 1998
Schedule Ii--valuation and Qualifying Accounts

Multex Systems, Inc and Subsidiaries

December 31, 1997

coL. A CoL. B coL. C coL. D CoL. E
ADDITIONS
BALANCE AT —----——mmm e
BEGINNING OF CHARGED TO COSTS CHARGED TO OTHER BALANCE AT
DESCRIPTION PERIOD AND EXPENSES ACCOUNTS DEDUCTIONS END OF PERIOD

Year Ended December 31, 1997: Deducted from asset account Allowance for doubtful accounts..............
$130,000 $168,130 $58,130 $240,000 Year Ended December 31, 1996: Deducted from asset account
Allowance for doubtful accounts.............. $0$130,000 $ 0 $130,000 Year Ended December 31, 1995:
Deducted from asset account Allowance for doubtful accounts.............. $0%0%0%0

Index to Exhibits

Number Description

1.1x% Form of Underwriting Agreement.

3.1 Amended and Restated Certificate of Incorporation.

3.2x% Form of Amended and Restated Certificate of Incorporation to be in

effect upon the closing of the initial public offering.

3 By-laws.

Lhx Form of Amended and Restated By-laws to be in effect upon the closing
of the initial public offering.



4. 1% Specimen Common Stock certificate.

4.2 See Exhibits 3.1, 3.2, 3.3 and 3.4 for provisions of the Certificate
of Incorporation and By-laws of the Registrant defining the rights of
holders of Common Stock of the Registrant.

5.1x% Opinion of Brobeck, Phleger & Harrison LLP.

10.1 Sublease, dated August 23, 1995, between International Business
Machines Corporation and the Registrant.

10.2+ Interactive Services Agreement, dated as of March 20, 1998, by and
between America Online, Inc. and the Registrant.

10.3+ Distribution and Joint Sourcing Agreement, dated as of June 4, 1996,
by and between Bloomberg, L.P. and the Registrant.

10.4+ Software and Reciprocal Data License Agreement, dated as of June 1,
1995, by and between Reuters Limited and the Registrant.

10.5% 1998 Stock Option Plan.

10.6% Employee Stock Purchase Plan.

10.7(a) Third Amended and Restated Registration Rights Agreement, dated as of
July 24, 1997.

10.7(b) Supplement to Third Amended and Restated Registration Rights
Agreement, dated as of August 14, 1997.

11.1 Statement re: Computation of Per Share Earnings.

21.1 Subsidiaries of the Registrant.

23.1x  Consent of Brobeck, Phleger & Harrison LLP (included in Exhibit 5.1).

23.2 Consent of Ernst & Young LLP.

24.1 Powers of Attorney (included in the Signature Page).

27.1 Financial Data Schedule for the year ended December 31, 1997.

27.2 Financial Data Schedule for the three months ended March 31, 1998.

*'To be supplied by amendment. + Confidential treatment to be requested for certain portions of this

Exhibit pursuant to Rule 406 promulgated under the Securities Act. </TEXT>



