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Accelerating the strategic shift 

Leading mobile money specialist Monitise has raised £109m at 68p 
per share (a 1.1% discount), equivalent to 9.5% of its existing share 
capital, to fund the shift to a SaaS model, lowering financial and 
technical barriers to entry for customers by transitioning away from 
upfront licence and integration revenue to a purer subscription 
model. One third of the proceeds are to accelerate development of a 
new standardized, API-based platform, with the rest covering near-
term increased losses from reduced revenues and higher costs. The 
company now targets EBITDA breakeven in 2015/16, with a 2018 
target of 200m users at a £2.50 annual ARPU. 

  The money has been raised from new and existing institutional 
holders, as well as from MasterCard. The latter joins Visa Inc and Visa 
Europe as shareholders, proof if ever it was needed of Monitise’s 
position as an independent service provider. 

 The fundraise is to fund the shift to a SaaS based model which, in 
turn, should accelerate adoption of the company’s platform by banks, 
retailers etc.  The shift to a SaaS business model has two key 
elements; a standardized platform with APIs enabling partners to 
easily connect; and a move from licence and up-front professional fees 
to per user fees, reducing barriers to entry for potential partners. 

 The new platform is arguably the most important factor in the strategic 
shift. Monitise currently serves its ecosystem partners through various 
platforms, depending on their geography and service 
requirements.  These will be linked into, and eventually superseded 
by, a new Monitise Central Platform, with APIs enabling rapid and 
standardized access to services and partners. Also new is a ‘Big Data’ 
platform, Monitise Signature, allowing banking and credit card 
customers to offer targeted offers to their mobile money end users. 

The pushing back of EBITDA profitability by a year versus current 
consensus is a consequence of both lower initial revenue recognition from 
a growing SaaS base and from accelerated R&D spend on the platform, 
and is a feature for leading SaaS adopters such as Adobe and StatPro. 
This is by no means the first time that Monitise has shifted back 
breakeven; however, Monitise shareholders are not invested in the 
company for a dividend but for long term revenue and profitability. This 
latest fund raise and business model development makes Monitise even 
better prepared for the current mobile money land grab, which will pay 
increased dividends in the longer term. 
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FYE JUNE 2012 2013 2014E 2015E 2016E 

Revenue (£m) 36.1 72.8 101.5 122.0 210.0 

Adjusted EBITDA (£m) -10.4 -19.3 -24.9 -29.0 15.5 

Adjusted PBT (£m) -13.3 -29.1 -37.8 -45.6 -5.5 

Adjusted EPS (p) -1.2 -1.5 -1.6 -1.8 -0.2 

EV/Sales 34.0x 16.8x 12.1x 10.1x 5.8x 

EV/ Adj. EBITDA n.a. n.a. n.a. n.a. 79.0x 

P/E n.a. n.a. n.a. n.a. n.a. 

Source: Company Information and Progressive Equity Research estimates 
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Additional detail 

Strategic shift – the facts 

Monitise will move away from its current commercial model of charging installation and 
licence fees towards a pure SaaS model, of just largely per user fees. Broadly speaking, 
Monitise is aiming for £3-5 per year in SaaS fees from the Mobile Banking platform, on top 
of which will come m-commerce transaction revenue share in a few years time. Previously 
Monitise had spoken about deals involving up-front integration fees followed by $3-5 per 
user per year subscription revenue (note that the new targets are in Pounds Sterling, not 
US Dollars). 

As described on the front page of this note, we would argue that the new platform is 
perhaps the most important factor in the strategic shift. Monitise currently serves its 
ecosystem partners through various platforms, largely dependent on the customer’s or 
partner’s geography and service requirements.   

These different platforms are now being linked into, and eventually superseded by, a new 
Monitise Central Platform.  This will provide customers and partners with APIs enabling 
rapid and standardized access to services and other third party applications. This 
represents a material step forward in the applicability and scalability of the Monitise 
offering, allowing it to be more rapidly deployed by more customers, and in ways less 
reliant on Monitise resource. 

Given this “releasing of constraint”, both financial and technical, one would expect the rate 
of customer adoption to accelerate.  The company is now targeting 200m registered users 
by the end of FY 2018, versus 28m today, generating an average of at least £2.50 ARPU a 
year from a blend of mobile banking, payments and m-commerce. SaaS revenues will 
generate at least 80% of revenues at that point, with the group at 70%+ gross margins, 
and with the company for the first time giving EBITDA margin targets, of 30% 
plus.  However, the shift to SaaS will impact revenue growth against current consensus for 
the current year (now 40% versus 50%) and next year, with increased EBITDA losses and 
capex, before revenues accelerate and the company breaks even at the EBITDA level in 
2015/16. 

Commentary on developments 

Whilst the fund raise is basically about the move to a SaaS business model with more 
predictable end-user driven revenues, the more fundamental element is the accelerated 
development of the Monitise Central Platform and new platform, the Monitise Commerce 
Network of retail and brand partners, which will make it easier and more cost effective for 
new partners to join the Monitise ecosystem of banks, retailers, credit card companies and 
others. It also makes it easier for resellers such as IBM, CGI and Cognizant to sell the 
Monitise platform.  

Banks are under increasing pressure to adopt mobile banking to both lower the costs and 
improve the quality of customer engagement. Monitise’s existing outsourced offering was 
already attractive versus the typical in-house option in terms of leveraging existing 
technology, providing a quicker time to market, reducing up-front costs and, perhaps most 
importantly, providing immediate m-commerce revenue opportunities by providing access 
to services and connectivity with retailers.  A standardised platform with APIs, minimal up 
front cost and enhanced m-commerce revenue sharing potential becomes even more 
attractive. 
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Changes to forecasts 

We have adjusted our forecasts to reflect the new strategy and guidance, incorporating 
lower revenues and EBITDA and higher CAPEX for the current FY14 and FY15.  The latter 
has the most significant changes; forecast revenues reduced by 21% to £122m whilst 
Adjusted EBITDA losses will be higher than FY14 rather than breakeven, as previously 
forecast. Meanwhile, CAPEX over the two years is likely to be about 50% higher than our 
previous estimates, at £60m. We also publish FY16 forecasts for the first time, when the 
company is guiding for an acceleration in revenue growth, as well as Adjusted EBITDA 
breakeven. We thus forecast 72% revenue growth to £210m and a maiden Adjusted 
EBITDA profit of £15.5m at a 7% margin (versus the long term target of 30%).  Our new 
forecasts are shown below: 

FINANCIAL FORECASTS 

Year ended June FY-12 FY-13 FY-14 FY-15 FY-16 

 
£m £m £m £m £m 

Profit & Loss Act Act Est Est Est 

Revenue £m 36.1 72.8 101.5 122.0 210.0 

Adj EBITDA £m -10.4 -19.3 -24.9 -29.0 15.5 

Adj EBIT (before SBP) £m -13.7 -35.5 -43.5 -51.3 -11.2 

Reported PBT -16.9 -51.1 -52.3 -59.9 -20.6 

PBT before exceptionals and AAG -16.0 -34.4 -44.0 -52.4 -13.1 

Fully adj PBT -13.3 -29.1 -37.8 -45.6 -5.5 

NOPAT -9.6 -20.2 -25.2 -30.7 -2.6 

Reported EPS -2.1 -3.8 -3.1 -3.4 -1.2 

EPS before exceptionals and AAG -1.4 -1.8 -1.9 -2.1 -0.5 

Fully adj EPS -1.2 -1.5 -1.6 -1.8 -0.2 

Dividend per share p 0.0 0.0 0.0 0.0 0.0 

Cash flow & Balance sheet 
     Operating cash flow -11.6 -23.8 -27.7 -29.0 15.5 

Free Cash flow £m -14.5 -40.5 -47.1 -53.0 -13.0 

FCF per share p -1.9 -3.0 -2.9 -3.0 -0.7 

Capex -10.8 -14.2 -25.1 -35.0 -29.0 

Acquisitions -5.9 -3.2 -4.7 0.0 0.0 

Net cash flow -27.9 -41.8 -58.4 -65.7 -15.2 

Shares issued 25.4 119.4 109.8 0.0 0.0 

Net cash 9.9 85.6 137.0 71.3 56.0 

            

Metrics FY-12 FY-13 FY-14 FY-15 FY-16 

Revenue growth 136% 102% 39% 20% 72% 

Adj EBITDA growth -12% 85% 29% 16% -154% 

Adj EBIT growth 7% 159% 23% 18% -78% 

Adj PBT growth 6% 202% 2% 15% -66% 

Adj EPS growth -7% 115% 28% 19% -75% 

Dividend growth NA NA NA NA NA 

Adj EBIT margins -38% -40% -35% -36% -2% 

Operating cash conversion 111% 123% 111% 100% 100% 

Capex/Depreciation 330% 148% 226% 236% 151% 

            

Valuation FY-12 FY-13 FY-14 FY-15 FY-16 

EV/sales 34.0 16.8 12.1 10.1 5.8 

EV/EBITDA 
 

-117.8 -63.5 -49.2 -42.3 79.0 

EV/NOPAT -128.0 -60.6 -48.6 -40.0 -467.8 

PER -64.5 -51.3 -48.2 -42.9 -354.8 

Dividend yield 0% 0% 0% 0% 0% 

FCF yield -2% -4% -4% -4% -1% 

  

Source: Progressive Equity Research estimates, company information 
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Disclaimers and Disclosures 

Copyright 2014 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 Conduct Authority 
(FCA). 

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.  This document is a marketing communication under FCA 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. 


