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MONITISE ENJOYS GROWING 
END-USER REVENUES 
Summary 
Mobile money technology and service provider Monitise has reported 
on another strong half, with revenues up 63% (22% organic, netting 
out the Clairmail acquisition) to £27.8m, helped by 164% growth (70% 
organic) in high margin end user fees to £14.2m. The company is 
starting to put its recent £124m (gross) equity fundraisings to good 
use, with R&D spending up 170% to £14.5m, driven by a seemingly 
endless queue of banks now wanting to implement mobile money 
solutions. 

We view Monitise as one of the leading independent providers of 
mobile money technology and services globally, as evidenced by the 
company’s deep commercial relationships with leading financial 
institutions such as RBS, Visa Europe and Visa Inc. Aside from 
developing the technology for these partners, Monitise is also a 
commercial partner, with its share of end user revenues giving it 
significant exposure to the fast growing mobile money market. At 4.2x 
FY14 revenues, the company’s valuation is modest for a leading 
company in a strategically important new market.  

Results details 
For the six months to December 2012, Monitise registered revenues of 
£27.8m, up 63% in headline terms and 22% on an organic basis, when 
factoring in the impact of Clairmail, acquired at the start of the period.  
Gross profit almost doubled to £20.0m, reflecting a 8pp increase in margin 
to 72% due to the increasing contribution from higher margin user 
generated fees.  However, EBITDA loss expanded from £4.2m to £14.7m, 
reflecting a significant increase in technology and operating costs as the 
company gears up for continued strong growth. 

Pre-tax profits swung from a profit of £1.0m to a loss of £24.4m, though last 
year benefited from a £10.1m exceptional gain (on the US JV transaction), 
whilst there was only a £0.5m net exceptional gain this year (£3.8m gain on 
the recent Mobile Money Network transaction versus £3.4m of exceptional 
costs). Operating and investment cash spend were £14.2m and £11.0m 
respectively, the latter including £3.7m of capex and £4.8m of capitalised 
R&D.  This spend was more than covered by the December 
£100m and August £24m gross equity fundraisings, leaving the company 
with £106.4m of cash at year end, and net cash of £100.4m. 

 

FORECASTS  (JUN)  2011 2012 2013E 2014E 
Revenue  15.3 36.1 70.6 115.0 

Adjusted EBITDA  -11.9 -10.4 -20.3 4.8 

Adjusted PBT  -12.6 -13.3 --27.1 -4.2 

Adjusted EPS  -1.3 -1.2 -1.5 -0.2 

EV/Sales  32.9x 14.3x 6.4x 4.2x 

EV/ Adj. EBITDA  N/A N/A N/A 100.4x 

P/E  N/A N/A N/A N/A 

Source: Progressive Equity Research Limited forecasts 
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Results details (continued) 
Much of the revenue growth was driven by user generated fees, up 164% (70% 
organic) to £14.2m, and carrying an 86% gross margin, whilst Development and 
integration fees rose 16% (-5% organic) to £13.6m, though the company expects 
stronger growth in the second half.   With positive EBITDA from Live Operations (UK, 
US and Global) increasing marginally to £5.3m (with growth mitigated by increased 
spending on new Visa Inc and Visa Europe services), the overall increase in EBITDA 
losses came primarily from increased technology investment costs (up 194% to £9.7m), 
whilst start up costs in future operations rose 55% to £4.5m and Corporate costs rose 
88% to £5.8m. 

The company maintained guidance of full year revenues of at least £70m and gross 
margins of at least 70%, and noted that it has a pipeline of over 100 financial institutions 
looking to adopt its mobile banking products, on top of its current 300 customers. In 
terms of key metrics, registered customers of 20m compare with 6m a year ago, the 
annual value of payments processed has increased 3x to $31bn, whilst annualized 
transactions have increased 4x to 2bn. 

Forecasts 
We made some reasonably substantial revisions to our forecasts in December 2012 
following that month’s £100m fund raise and the acquisitions of 50% of Mobile Money 
Network and eMerit. The revisions reflected increased spending on mobile commerce 
R&D and the consequent acceleration of revenues. Following these interims, we have 
made some small adjustments, with revenues, EBITDA and cash flow broadly 
unchanged; revenues and gross margins this financial year will reach £70m and 70% 
respectively as guided, whilst we model EBITDA and free cash flow breakeven during 
FY14 and FY15 respectively. 

Summary and Conclusion 
As Monitise’s ambition grows ever bigger, so do the numbers, albeit impacted by the 
first time inclusion of Clairmail. Perhaps the most telling underlying figure was the 70% 
organic increase in user generated fees, to £14.2m, highlighting the growing use of 
mobile money services by end users, with such revenues now accounting for over a half 
of Monitise's revenues and helping to drive gross margins above 70%. 

It is easy to criticise the company for its ever increasing losses and cash spend, but the 
reality is that Montise is using money that investors and strategic partners are clearly 
willing to provide to position itself at the centre of the mobile money ecosystem on a 
global basis. Aside from continued growth in established operations in the UK and US, 
the earnings release contains references to progress across the globe; a new 
Blackberry Messenger based payments service in Indonesia; a new live operation in 
India; increasing penetration into Visa Inc and Visa Europe etc. Meanwhile the buy out 
of the retail-focused Mobile Money Network and the acquisition of mobile point of sale 
provider eMerit in December provides yet further opportunities.   

Monitise is now a core technology and service provider to its financial services 
customers such as the two Visas and RBS, and it thus has every incentive to ramp up 
R&D to strengthen and broaden its product and service offering.  Including capitalised 
costs, spending on R&D has increased by 170% to £14.5m. However, unlike many 
technology providers, Monitise is also a commercial partner, with start up losses adding 
to the cash spend, but providing Monitise with a much bigger share of the mobile money 
prize down the line. 
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FINANCIAL FORECASTS 
 

 

MONITISE PLC - ESTIMATES 
Year ended June  FY-11 FY-12 FY-13 FY-14 FY-15 

  £m £m £m £m £m 
Profit & Loss  Act Act Est Est Est 
Revenue £m  15.3 36.1 70.6 115.0 160.0 
Adj EBITDA £m  -11.9 -10.4 -20.3 4.8 34.7 
Adj EBIT £m  -12.8 -13.7 -31.3 -8.4 18.9 
Reported PBT  -17.2 -16.9 -39.8 -13.9 12.9 
PBT before exceptionals and AAG  -14.3 -16.0 -31.4 -8.9 17.9 
Fully adj PBT  -12.6 -13.3 -27.1 -4.2 23.1 
NOPAT £m  -9.0 -9.6 -18.5 -2.4 16.7 
Reported EPS  -2.1 -2.1 -3.2 -0.8 0.8 
EPS before exceptionals and AAG  -1.5 -1.4 -1.7 -0.4 0.8 
Fully adj EPS  -1.3 -1.2 -1.5 -0.2 1.0 
Dividend per share p  0.0 0.0 0.0 0.0 0.0 
       
Cash flow & Balance sheet       
Operating cash flow  -12.6 -11.6 -24.2 12.3 37.2 
Free Cash flow £m  -12.6 -14.5 -36.0 -1.7 20.6 
FCF per share p  -1.8 -1.9 -2.8 -0.1 1.2 
Capex  -6.8 -10.8 -20.1 -30.0 -10.0 
Acquisitions  -3.4 -5.9 -7.2 -10.0 0.0 
Net cash flow  -21.9 -27.9 -52.3 -28.5 26.4 
Shares issued  31.4 25.4 117.6 0.0 0.0 
Net cash  22.2 9.9 75.2 46.7 73.1 

       
Metrics  FY-10 FY-11 FY-12 FY-13 FY-14 
Revenue growth  NA 136% 96% 63% 39% 
Adj EBITDA growth  NA -12% 95% -123% 628% 
Adj EBIT growth  NA 7% 129% -73% -325% 
Adj PBT growth  NA 6% 136% -65% -193% 
Adj EPS growth  NA -7% 97% -72% -302% 
Dividend growth  NA NA NA NA NA 
Adj EBIT margins  -84% -38% -37% -3% 15% 
Operating cash conversion  106% 111% 119% 258% 107% 
Capex/Depreciation  717% 330% 331% 368% 93% 

       
 

Source: Progressive Equity Research Limited estimates 
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Disclaimers and disclosures 

Copyright 2013 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 not regulated by the Financial Services Authority (FSA). 

This communication is intended for professional clients as defined in the FSA’s Conduct of Business rules (COBs 
3.5). The research in this document is intended for professional advisers in the United Kingdom for use in their 
roles as advisers. It is not intended for retail investors. This document is provided for information purposes only, 
and is not a solicitation or inducement to buy, sell, subscribe, or underwrite securities or units. 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. 

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 
2000 of the United Kingdom. This document is a marketing communication under FSA Rules. 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.  

 


