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GROWTH STORY INTACT 

Although undershooting original guidance, mobile money specialist 
Monitise delivered another year of strong growth in FY 2014. As 
flagged in the July update, revenues were up 31% to £95.1m with 
EBITDA losses of £31.4m. More positively, existing targets of 25% 
revenue growth in 2015 and 200m registered users with £2.50 ARPU 
in 2018 have been re-iterated. The move towards a SaaS technical 
platform, deepening of the IBM relationship and the strengthening of 
the role of neutral service provider of choice provide further 
confidence in the growth story.  

 Strong revenue growth: 31% revenue growth to £95.1m was driven 
by 51% growth in Development and Integration to £44.5m. User 
generated growth slowed to 17%, to £50.6m, due mainly to just 5% 
growth in subscription revenues, reflecting a move to a SaaS model 
and renewal of certain commercial terms to give more upside from 
future m-commerce revenues.  

 Move to SaaS and higher operating costs impacted profitability: 
Group gross margin fell from 76% to 69% reflecting the increased 
contribution from lower margin Development and Integration revenues. 
The £31.4m EBITDA loss (up 62%) was impacted by both the lower 
gross margin and increased investment in product and sales.   

 Targets re-iterated: Monitise has reiterated existing targets of 25% 
growth for FY2015 and 200m registered users paying £2.50 ARPU in 
2018. This implies a high degree of confidence in the near-term 
outlook. 

 Forecasts revised: Whilst the 2014 results were in line with our 
expectations, our FY 2015 and 2016 estimates are revised due to an 
£5m increase in 2015 capital expenditure, and increases in 
amortisation and share-based payments.  

These results mask a year of considerable progress for Monitise. Key 
developments include the moves towards 1) a SaaS technical platform 
and 2) a productised, more API-centric business model. The company 
has also in the last year strongly cemented its partnership with IBM, which 
will open a number of new doors for Monitise. It also continues to 
strengthen its role as the neutral service provider of choice, as evidenced 
by Mastercard joining the two Visas on the shareholder register. Overall, 
the company now has a much stronger platform to capture emergent m-
commerce opportunities, and the Monitise growth story is arguably very 
much intact.   
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FYE JUN 2012 2013 2014 2015E 2016E 

Revenue (£m) 36.1 72.8 95.1 122.0 210.0 

Adjusted EBITDA (£m) -10.4 -19.3 -31.4 -30.2 7.5 

Adjusted PBT (£m) -13.3 -29.1 -49.0 -51.7 -19.8 

Adjusted EPS (p) -1.2 -1.5 -2.0 -2.0 -0.8 

EV/Sales 20.2 10.0 7.7 6.0 3.5 

EV/ Adj. EBITDA n.a. n.a. n.a. n.a. 97.1 

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

Source: Company Information and Progressive Equity Research estimates 
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Operational highlights of FY 2014 results 

There were a number of operational positives in the results announcement. We note: 

 KPIs all showed strong growth, with registered users up 30% to 30m, annualized 
transactions up 67% to 4.0bn, generating annualized value of payments and 
transfers of $88bn, up 120%. 

 Guidance was re-iterated: The Company expects 25% top-line growth in the current 
year to June 2015, but with the capex range nudged up £5m to £35-45m, and 
EBITDA profitability the following year. 2018 guidance is for 200m users paying a 
£2.50 ARPU and gross and EBITDA margins of above 70% and 30% respectively. 

 The group has further strengthened partnerships and won new business globally, 
including: 

- Monitise is the technology partner behind Telefonica’s YAAP shopping; a 
European mobile commerce collaboration deployed commercially between 
financial institutions and telecom operators. More than 200 businesses are 
already participating in the scheme. Santander and Caixa Bank are the other 
partners in this venture. 

- The existing IBM relationship has been expanded into a multi-year global 
alliance. The partnership gives IBM access to Monitise mobile banking 
products, whilst opening new doors for Monitise. Note 90% of the top 60 banks 
use IBM products in their IT systems. Monitise is also now using a new IBM 
data centre in North Carolina to help support its growing Americas business. 

- Monitise has deployed its first Chinese-language service to PCCW customers in 
Hong Kong. Bank of China is the launch bank. 

- A strategic partnership has been signed with Santander to develop new mobile 
banking products, with the first service being launched imminently.  

Forecast revisions 

In light of the FY 2014 results release, we are making revisions to forecasts. These are 
summarised below: 
 

REVISED FORECASTS 

  2015   2016  

 
Prior Revised Delta Prior Revised Delta 

Revenue (£m) 122.0 122.0 0% 210.0 210.0 0% 

Adjusted EBITDA (£m) -29.0 -30.2 n/m 7.5 7.5 0% 

Adjusted PBT (£m) -45.6 -51.7 n/m -13.5 -19.8 n/m 

Adjusted EPS (p) -1.8 -2.0 n/m -0.5 -0.8 n/m 
 

Source: Progressive Equity Research estimates 

Points to note: 

 Revenue and EBITDA estimates for both FY 2015 and 2016 are broadly 
unchanged.  

 Management flagged a £5m increase in capex for 2015, with guidance now 
standing at £35-45m. This reflects increased investment in global infrastructure, but 
has a minor impact on interest income given the closing FY2014 net cash balance 
of £146m. 

 Adjusted PBT losses are further increased due to 1) an increase in expected 
amortisation and 2) an increase in the level of share-based payments. These 
effects also drive the increase in loss per share. 
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FINANCIAL FORECASTS 

 

Year ended June FY-11 FY-12 FY-13 FY-14 FY-15 FY-16 

 
£m £m £m £m £m £m 

Profit & Loss Act Act Act Act Est Est 

Revenue £m 15.3 36.1 72.8 95.1 122.0 210.0 

Adj EBITDA £m -11.9 -10.4 -19.3 -31.4 -30.2 7.5 

Adj EBIT (before SBP) £m -12.8 -13.7 -35.5 -55.3 -58.9 -26.9 

Reported PBT -17.2 -16.9 -51.1 -63.4 -71.4 -40.6 

PBT before exceptionals and AAG -14.3 -16.0 -34.4 -58.8 -62.5 -31.7 

Fully adj PBT -12.6 -13.3 -29.1 -49.0 -51.7 -19.8 

NOPAT -9.0 -9.6 -20.2 -33.0 -35.0 -12.6 

Reported EPS -2.1 -2.1 -3.8 -3.6 -4.0 -2.3 

EPS before exceptionals and AAG -1.5 -1.4 -1.8 -2.4 -2.5 -1.3 

Fully adj EPS -1.3 -1.2 -1.5 -2.0 -2.0 -0.8 

Dividend per share p 0.0 0.0 0.0 0.0 0.0 0.0 

Cash flow & Balance sheet 
      Operating cash flow -12.6 -11.6 -23.8 -36.4 -30.2 7.5 

Free Cash flow £m -12.6 -14.5 -40.5 -59.8 -60.6 -28.7 

FCF per share p -1.8 -1.9 -3.0 -3.5 -3.4 -1.6 

Capex -6.8 -10.8 -14.2 -26.1 -40.0 -29.0 

Acquisitions -3.4 -5.9 -3.2 0.7 0.0 0.0 

Net cash flow -21.9 -27.9 -41.8 -61.3 -71.9 -23.2 

Shares issued 31.4 25.4 119.4 122.3 0.0 0.0 

Net cash 22.2 9.9 85.6 146.0 74.1 50.9 

              

Metrics FY-11 FY-12 FY-13 FY-14 FY-15 FY-16 

Revenue growth NA 136% 102% 31% 28% 72% 

Adj EBITDA growth NA -12% 85% 62% -4% -125% 

Adj EBIT growth NA 7% 159% 56% 6% -54% 

Adj PBT growth NA 6% 202% 24% 13% -43% 

Adj EPS growth NA -7% 115% 71% 6% -49% 

Dividend growth NA NA NA NA NA NA 

Adj EBIT margins -84% -38% -40% -50% -41% -9% 

Operating cash conversion 106% 111% 123% 116% 100% 100% 

Capex/Depreciation 717% 330% 148% 166% 202% 113% 

              

Valuation FY-11 FY-12 FY-13 FY-14 FY-15 FY-16 

EV/sales 47.7 20.2 10.0 7.7 6.0 3.5 

EV/EBITDA -61.3 -70.0 -37.8 -23.2 -24.2 97.1 

EV/NOPAT -81.1 -76.1 -36.0 -22.1 -20.8 -57.7 

PER -35.1 -37.6 -29.9 -22.1 -22.0 -57.4 

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

FCF yield -4% -4% -7% -8% -8% -4% 

 

 

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. 


