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Further moves into Africa 

Bango has announced what is, in our view, a significant new 
payment route in Nigeria, giving 9mobile’s 17.2m subscribers the 
ability to charge purchases of digital content from the Google Play 
store to their 9mobile 9pay mobile wallet. The release follows the 
recent announcement with Victory Link in Egypt, but contains no 
details on the contract terms and we make no revisions to forecasts 
at this stage. With a growing mobile subscriber base, high Android 
penetration and low banking/credit card adoption, we continue to 
believe that Africa represents an attractive growth opportunity. 

 Mobile wallet payments for the Google Play store in Africa: For 

the first time in Africa, users will be able to charge the cost of digital 
content (apps, games, music, movies etc) purchased from the Google 
Play store to their mobile wallet – in this case the 9mobile 9pay wallet 
in Nigeria. This removes the need for subscribers to have a credit card 
or bank account, vital in this region.   

 Africa represents an attractive growth opportunity: Africa 

continues to be a growing market for mobile (6% CAGR to 2020E - 
GSMA). Smartphone penetration is growing, and banking and credit 
card penetration remains low. As a result, operator-led mobile wallets 
are a widely adopted method of financial inclusion used to transfer 
money and pay for many goods and services, including utility bills and 
salaries.  

 A further example of Bango’s ability to digitally enfranchise new 
territories: In our view, Bango has a strong track record of enabling 
new geographies to fully participate in the digital content ecosystem. It 
was the first to launch Direct Carrier Billing (“DCB”) for Google Play in 
Latin America, Africa and India. There are numerous mobile wallets in 
use across Africa, for example M-Pesa which was originally developed 
by Vodafone. Bango claims to be the first to launch a mobile operator 
wallet for Google Play in the continent, so stands to benefit from early 
mover advantage.  

The flexibility of the Bango Platform (“BP”) is, we believe, a key source of 
competitive advantage for Bango, and is once again demonstrated by 
today’s announcement. Version 5 of the Bango API future-proofs partners’ 
revenue streams by enabling virtually any payment method. Following the 
June 2017 DCB launch for physical goods with Amazon Japan, the 
9mobile mobile wallet launch takes the BP further beyond its traditional 
strength in DCB for digital goods, representing another endorsement of 
Bango’s platform technology and leading market position. 
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FYE DEC 2014 2015 2016 2017E 2018E 

End user spend 25.2 44.7 132.3 266.0 509.4 

Revenue 5.1 1.3 2.6 3.7 6.7 

Adjusted EBITDA -3.7 -3.1 -2.4 -2.0 1.0 

Adjusted PBT -5.4 -5.0 -4.1 -4.0 -1.0 

Adjusted EPS (p) -8.5 -9.5 -6.3 -6.1 -1.5 

EV/ Adj. EBITDA -43.5x -50.9x -66.1x -82.1x 163.2x 

P/E -29.3x -26.4x -39.5x -40.9x -164.0x 

Source: Company Information and Progressive Equity Research estimates 
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Significant opportunity in Africa 

The announcement with 9mobile strengthens Bango on Android, in a region where mobiles 
totally dominate internet access. Africa continues to experience a virtuous content circle – 
increasing mobile subscriber base has driven increasing demand for mobile content which 
in turn attracts both new subscribers and new content suppliers to the market, driving the 
monetary opportunity upward. Based upon the following factors, we believe there remains 
a significant growth opportunity for Bango in Africa. 

 Growth rates expected to remain strong in African mobile: According to telecoms 

industry body the GSM association (“GSMA”), there were 557m unique mobile 
subscribers in Africa at the end of 2015, equating to 46% population penetration. Africa 
is the second largest region behind Asia Pacific in terms of unique subscribers (12% of 
the global subscriber base) but is also the least penetrated.  

By 2020, the African unique subscriber base is expected to grow to 725m (54% 
penetration), giving an implied growth CAGR of 6%. Key markets are Egypt, Nigeria 
and South Africa (aggregate 338m subscribers at the end of 2016

1
) – all of which 

Bango is now present in (via relationships with Victory Link in Egypt, 9mobile in Nigeria 
and both Telkom and Vodacom in South Africa) – which in aggregate account for 
around a third of the region’s mobile subscribers.  

 Mobile internet penetration is growing rapidly, Android a key driver:  Africa has 

seen impressive growth in mobile internet subscribers over recent years, with the base 
having tripled to 500m by the end of 2015

2
. This figure includes access by smartphones 

and the more-limited feature phones. By 2020, the GSMA expect 720m active 
smartphone users in Africa, a 494m improvement on the end of 2015. The Android 
smartphone operating system is proving to be a key growth driver, with 73% share of 
the African smartphone market

3
.  

 Banking and credit card penetration remains low: Africa is the world’s least banked 
region

4
, with estimated credit card penetration around 5% and the majority of those 

cards issued to the middle and upper classes. As a result, mobile payment solutions, 
especially mobile wallets have gained strong traction as a means of payment.  

 Wallets are an operator-driven solution to meet market needs: Mobile wallets are a 
highly adopted payment mechanism in Africa. To quote marketing agency Edelman 
“For Africans, a mobile wallet isn’t just a convenient way to jump the queue at the 
coffee shop. It is their only alternative to cash or barter, the way they pay for goods and 
services, how they receive — or pay — wages, and how they send money to relatives 

abroad”. Excluding South Africa, Sub-Saharan Africa currently has less than 30m bank 

cards in circulation, yet there are over 150m mobiles in use, with an estimated $90 
billion in transaction value.

5
  Although used globally, around half of live mobile money 

services are based in Africa
6
. 

In our view, launching another market first for Google Play further endorses Bango’s 
strategic decision to incorporate multiple payment methods. It validates management’s 
decision not to focus exclusively on operator airtime for its alternative payments strategy. 
The 9mobile deal also provides evidence that mobile operators in emerging economies are 
pushing mobile banking solutions, and highlights the ability of the BP to deliver any 
payment method, to support Bango’s major partners as they expand their global footprint. 

 

                                                        

1
 ITU statistics. http://www.itu.int/en/ITU-D/Statistics/Pages/stat/default.aspx  

2
 GSM Association: The mobile economy – Africa 2016 

3
 http://gs.statcounter.com/os-market-share/all/africa  

4
 http://mgafrica.com/article/2016-05-10-credit-cards-in-africa-continent-lagging-behindbut-thats-great-

potential-right-there  
5
 http://techcabal.com/2016/03/07/mobile-wallets-the-key-to-seamless-payments-in-africa/  

6
 GSM Association State of the Industry Report 2015. Mobile Money 

http://www.itu.int/en/ITU-D/Statistics/Pages/stat/default.aspx
http://gs.statcounter.com/os-market-share/all/africa
http://mgafrica.com/article/2016-05-10-credit-cards-in-africa-continent-lagging-behindbut-thats-great-potential-right-there
http://mgafrica.com/article/2016-05-10-credit-cards-in-africa-continent-lagging-behindbut-thats-great-potential-right-there
http://techcabal.com/2016/03/07/mobile-wallets-the-key-to-seamless-payments-in-africa/
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SUMMARY FINANCIALS 

 

Source: Company data and Progressive Equity Research estimates.  
 

Profit & Loss FY-13A FY-14A FY-15A FY-16A FY-17E FY18E

End-user Spend (non-GAAP) 15.6 25.2 44.7 132.3 266.0 509.4

Revenue 8.8 5.1 1.3 2.6 3.7 6.7

Gross Profit 2.1 1.3 1.3 2.6 3.7 6.7

Adj EBITDA (3.0) (3.7) (3.1) (2.4) (2.0) 1.0

Reported PBT (4.9) (5.4) (5.0) (4.7) (4.2) (1.2)

PBT before exceptionals and AAG (4.9) (5.4) (5.0) (4.1) (4.0) (1.0)

Fully adj PBT (4.9) (5.4) (5.0) (4.1) (4.0) (1.0)

NOPAT (2.5) (3.0) 1.0 (2.9) (2.5) 0.4

Reported EPS (p) (10.5) (11) (9.0) (6.8) (6.0) (1.4)

EPS before exceptionals and AAG (p) (7.9) (8.3) 2.6 (6.3) (6.1) (1.5)

Fully adj EPS (p) (8.2) (8.5) (9.5) (6.3) (6.1) (1.5)

Dividend per share (p) 0.0 0.0 0.0 0.0 0.0 0.0

Cash flow & Balance sheet FY-13A FY-14A FY-15A FY-16A FY-17E FY18E

Operating cash flow (2.8) (3.4) (3.5) (2.6) (1.9) 2.9

Free Cash flow £m (4.0) (4.2) (4.1) (6.0) (2.8) 2.0

FCF per share p (8.9) (8.9) (7.8) (9.2) (4.3) 3.0

Acquisitions 0.0 0.0 0.0 0.0 0.0 0.0

Disposals 0.0 0.0 0.0 0.0 0.0 0.0

Shares issued 6.6 5.7 10.5 0.1 0.0 0.0

Net cash flow 2.9 1.1 5.9 (6.2) (2.7) 2.1

Overdrafts / borrowings (0.4) (0.6) (0.4) (0.1) (0.2) (0.3)

Cash & equivalents 5.1 6.3 12.1 5.7 3.0 5.0

Net (Debt)/Cash 4.7 5.7 11.8 5.6 2.8 4.8

NAV and returns FY-13A FY-14A FY-15A FY-16A FY-17E FY18E

Net asset value 8.9 9.8 15.9 12.4 10.6 9.7

NAV/share (p) 19.4 18.8 24.7 19.0 16.2 14.8

Net Tangible Asset Value 5.5 6.3 12.5 6.3 2.9 1.4

NTAV/share (p) 12.0 12.1 19.3 9.7 4.4 2.2

Average equity 8.9 9.3 12.9 14.1 11.5 10.1

Post-tax ROE (%) -53.5% -55.2% -37.4% -31.2% -34.2% -9.3%

Metrics FY-13A FY-14A FY-15A FY-16A FY-17E FY18E

EUS growth n.a. 61.8% 77.5% 196.1% 101.1% 91.5%

Revenue growth n.a. -42.0% -74.5% 101.8% 42.9% 78.0%

Adj EBIT growth n.a. n.a. n.a. n.a. n.a. n.a.

Adj PBT growth n.a. n.a. n.a. n.a. n.a. n.a.

Adj EPS growth n.a. n.a. n.a. n.a. n.a. n.a.

Margin on EUS 23.5% 26.3% 97.5% 99.7% 100.0% 100.0%

Valuation FY-13A FY-14A FY-15A FY-16A FY-17E FY18E

EV/Sales 18.2 31.4 123.2 61.0 42.7 24.0

EV/EBITDA (53.1) (43.5) (50.9) (66.1) (82.1) 163.2

EV/NOPAT (64.9) (52.7) 157.6 (54.8) (63.8) 407.9

PER (30.6) (29.3) (26.4) (39.5) (40.9) (164.0)

Dividend yield 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

FCF yield -1.6% -1.7% -1.7% -2.4% -1.1% 0.8%
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Disclaimers and Disclosures 

Copyright 2017 Progressive Equity Research Limited (“PERL”).  All rights reserved.  PERL provides professional equity 
research services, and the companies researched pay a fee in order for this research to be made available.  This report has 
been commissioned by the subject company and prepared and issued by PERL for publication in the United Kingdom only.  All 
information used in the publication of this report has been compiled from publicly available sources that are believed to be 
reliable; however, PERL does not guarantee the accuracy or completeness of this report.  Opinions contained in this report 
represent those of the research department of PERL at the time of publication, and any estimates are those of PERL and not of 
the companies concerned unless specifically sourced otherwise.  PERL is authorised and regulated by the Financial Conduct 
Authority (FCA) of the United Kingdom (registration number 697355). 

This document is provided for information purposes only, and is not a solicitation or inducement to buy, sell, subscribe, or 
underwrite securities or units.  Investors should seek advice from an Independent Financial Adviser or regulated stockbroker 
before making any investment decisions.  PERL does not make investment recommendations.  Any valuation given in a 
research note is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price.  
PERL does not undertake to provide updates to any opinions or views expressed in this document. 

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the 
United Kingdom.  It has not been prepared in accordance with the legal requirements designed to promote the independence of 
investment research.  It is not subject to any prohibition on dealing ahead of the dissemination of investment research. 

PERL does not hold any positions in the securities mentioned in this report.  However, PERL’s directors, officers, employees 
and contractors may have a position in any or related securities mentioned in this report.  PERL or its affiliates may perform 
services or solicit business from any of the companies mentioned in this report. 

The value of securities mentioned in this report can fall as well as rise and may be subject to large and sudden swings.  In 
addition, the level of marketability of the shares mentioned in this report may result in significant trading spreads and sometimes 
may lead to difficulties in opening and/or closing positions.  It may be difficult to obtain accurate information about the value of 
securities mentioned in this report.  Past performance is not necessarily a guide to future performance. 


