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The capital markets event showed the investment community not only why 
Fusionex sees strong demand for its big data products (cost effective, 
easy to implement and use, delivering real returns), but also why it can 
match demand. Furthermore, the greater visibility provided into the 
applications of some users, notably Intel, and into the company’s drive to 
make GIANT even more user friendly suggest to us that the market may be 
underestimating what Fusionex can do. 

Year end Revenue 
(MYRm) 

PBT* 
(MYRm) 

EPS* 
(p) 

DPS 
(p) 

P/E 
(x) 

Yield 
(%) 

09/12 31.3 15.1 7.3 0.0 41.5 0.0 
09/13 44.4 20.5 8.6 2.0 35.2 0.6 
09/14e 53.5 18.4 7.3 2.0 41.5 0.6 
09/15e 68.0 23.9 9.4 2.1 32.2 0.7 
09/16e 86.5 30.9 12.1 2.2 25.0 0.7 

Note: *PBT and EPS are normalised, excluding acquired intangible amortisation, exceptional 
items and share-based payments. 

Impressive capital markets event 
Fusionex held a capital markets event on 18 November to demonstrate GIANT, its 
big data product offering. In the presentation, management drew on examples of 
applications of GIANT in a range of industries, from airports to hotels, media 
companies, retailers and even semiconductor manufacturers, describing and 
demonstrating how GIANT is being used to improve financial and operational 
performance and planning. The event also showed how easy GIANT is, as an 
integrated big data management and analytics product, for customers to set up and 
use, making clear to attendees not only why there is demand for GIANT, but also 
how Fusionex can meet the demand. 

More applications and easier to use 
The presentation provided insight into how GIANT can be used to answer the big 
data challenge of the Internet of Things (IoT), providing a flexible and cost-effective 
way to analyse and present the vast streams of data that can be generated by 
today’s electronics devices – whether production process monitors, healthcare 
devices or smartphones. There were also glimpses into how, while larger 
competitors still seem bound by their proprietary platforms and interfaces, 
Fusionex’s management wants to bring consumer market levels of usability to big 
data management and analysis. 

Reverse DCF: More than achievable expectations 
Our forecasts assume seven wins for GIANT in FY14 and looking ahead it is easy 
to see the potential of several times this number of deployments in the coming year 
and several times that again in subsequent years. These are the sorts of figures 
suggested by our reverse DCF analysis of the current (303p) share price (see 
overleaf). We do not regard these levels of incremental subscriptions as unrealistic 
and after the capital market event they could well be regarded as overly 
conservative. 
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GIANT = big data made easy 

GIANT: A proven product now ready to grow 
In the presentations, management described applications of GIANT in a range of industries from 
airports to hotels, media companies, retailers and even semiconductor manufacturers. However, 
the fact that management can describe such a wide range of applications should not be taken to 
suggest that Fusionex has cast its net wide from the start. Management has been careful in its 
selection of pilot and early customers – mindful not only to deliver value for customers, but also to 
establish a bedrock of understanding, programming and skills that can be reapplied again across 
the same or similar industries. With this foundation established, we believe Fusionex is well 
positioned to fully widen the net and drive sales of GIANT as an established, proven and cost-
effective product.  

Sales process faster and wider 
The strength of the business case and ease of application appears to be showing through for 
Fusionex in what is a remarkably short sales process for GIANT. Management reports that it is 
closing deals in less than two months, with one month now being considered normal. This is an 
industry where sales processes can be measured in years. 

Management continues to work to develop the relationships with existing partners, to which the 
swathe of awards that Fusionex has won in recent years bear testimony, and it is still actively 
seeking new partners globally to improve both its market access and its technology portfolio.   

However, compared to its competitors Fusionex only has a small sales and marketing budget. 
Although this note focuses on the company's ability to deliver, the key constraint on maximising 
shareholder value in the long term could well be global market awareness of GIANT and its 
capabilities. Greater brand and product awareness, however achieved, could make the difference 
between whether we can talk in terms of hundreds of implementations, as we do at present (see 
reverse DCF below), or thousands. 

GIANT meets the Internet of Things 
Perhaps the most impressive illustration of the potential and power of GIANT was the 
demonstration of the relay control monitoring application that Fusionex has implemented for Intel. 
This was impressive not simply because it showed Fusionex working with and delivering 
measurable and visible value for one of the world’s leading companies, but because it gave a 
glimpse of the potential that GIANT and big data have when combined with the Internet of Things. 

Drawing on multiple sources of information, the system that Fusionex has developed with Intel 
constantly monitors and analyses approximately three thousand variables from dozens of sources 
to predict failures in control relays in the production process. Downtime in a semiconductor fab 
costs hundreds of thousands, if not millions, of dollars per hour, so the business case for this 
application is clearly compelling when GIANT costs a fraction of these potential losses. Previously 
the high capital cost and technical challenges made such monitoring and predictive analysis 
prohibitively expensive. A White Paper describing Intel and Fusionex’s collaboration, of which the 
control relays work is only a part, is available on the Fusionex website at: http://www.fusionex-
international.com/Products/Analytics-Big-Data. 

The concept of the Internet of Things has been around for several years, but actually using the 
vast, constant flow of data that it promises has been a major challenge. The number of data 
analytics applications in environments where there are many networkable, data-generating devices 
(for example manufacturing, utilities, or healthcare) and which can now be described as realistic is 
almost countless. These are not the sort of applications that are addressable with the high capital 

http://www.fusionex-international.com/Products/Analytics-Big-Data
http://www.fusionex-international.com/Products/Analytics-Big-Data
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and implementation costs of the industry big guns (IBM, SAP, Oracle etc), but they would appear 
ideally suited to a lower-cost and flexible offering such as GIANT. 

Bringing consumer market usability to big data 
While most of the demonstrations dealt with the current product offering, there were a few 
indications of what might be available in future releases of GIANT. Management is intent on making 
GIANT as easy to use as possible and was able to demonstrate the analysis and presentation of 
data with predictive functionality. Much as a mobile phone can suggest complete words as one 
composes a text message, so GIANT could suggest which data and analysis function or chart 
should be used together. 

US IPOs could spark further interest 
Although the second half of this year has seen the big data industry newsflow subside, this was 
reversed in November with Hortonworks' filing for an IPO. Hortonworks, a partner of Fusionex, is 
the leading Hadoop provider for Microsoft-based systems. We expect this potential IPO to stimulate 
further investor interest in the big data space, potentially putting Fusionex on the radar screen of 
large-cap and generalist investors internationally. The talked of valuation for Hortonworks, of more 
than $1bn on revenues of $33m in the year to 30 September, suggests an EV/Sales in excess of 30 
times. The read-across for Fusionex (EV/Sales y/e September 13x) is, of course, far from direct. 
Fusionex still has non-big data business and is focused more on the skills and IP of making things 
work together rather than on one key component of the big data story, as with Hortonworks. 
However, the rumoured Hortonworks IPO valuation does suggest that informed investors are willing 
to pay very high multiples for the kind of exposure to big data technologies and markets that 
Fusionex operates in. 

Reverse DCF suggests more than achievable sales expectation 
Our favoured valuation approach for high-growth technology companies like Fusionex is to apply a 
reverse DCF methodology – finding a potential scenario which, when applied to our DCF model, 
yields a share price equivalent to the current share price. A scenario that matches the current 303p 
share price, using a cost of capital of 11% and terminal growth rate of 3%, is shown in Exhibit 1 
below.  

Our DCF model assumes a price per GIANT subscription of $400,000 and, given that prices will be 
a fraction of the alternative offering from the supermajors (SAP, IBM, Oracle et al), we have no 
reason to remodel this input. We expect costs to increase, but note that because we are modelling 
a subscription-based model the costs are related more to the incremental subscriber numbers than 
the overall revenues numbers; this leaves implementations as the key variable. 

Our forecasts are based on seven wins in the first nine months and the company set itself a target 
of 10, which could well have been matched or beaten in light of the confident tone of the trading 
statement. We do not regard the incremental sales figures set out in the scenario below as 
unrealistic. In light of the ease of use demonstrated in the presentations and the fact that a good 
proportion of implementations will be roll-outs or near-replicas of work carried out previously, the 
volumes implied could well be seen as overly conservative. 
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Exhibit 1: DCF Scenario to match current share price (303p) 
 2014e 2015e 2016e 2017e 2018e 2019e 2020e 2021e 2022e 2023e 
GIANT Units (incremental) 7 18 35 54 80 97 99 97 73 56 
GIANT Units (cumulative, recurring) 7 25 60 114 194 291 390 487 560 616 
GIANT Revenues (MYRm) 2 12 28 53 90 136 182 227 261 287 
Other Revenues (MYRm) 51 56 59 61 63 64 66 67 68 70 
Total Revenues (MYRm) 53 68 87 114 153 200 248 294 330 357 
Total Revenues growth  20% 27% 27% 32% 34% 31% 24% 19% 12% 8% 
Operating Margin 35% 36% 36% 40% 46% 51% 54% 56% 56% 55% 
Operating Profit (MYRm) 19 24 31 45 71  102 134 165 185 197 
Source: Edison Investment Research 
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Exhibit 2: Financial summary 
Year end 30 September   MYR000s 2012 2013 2014e 2015e 2016e 
    IFRS IFRS IFRS IFRS IFRS 
PROFIT & LOSS         
Revenue     31,315 44,423 53,474 68,023 86,522 
Cost of Sales   (8,085) (10,090) (12,507) (14,610) (17,192) 
Gross Profit   23,230 34,333 40,967 53,413 69,330 
EBITDA     16,364 22,478 22,369 31,129 40,341 
Operating Profit (before amort. and except.) 15,380 20,840 18,973 24,483 31,395 
Intangible Amortisation   0 0 0 0 0 
Exceptionals   0 0 0 0 0 
Other   0 0 0 0 0 
Operating Profit   15,380 20,840 18,973 24,483 31,395 
Net Interest   (281) (340) (536) (536) (536) 
Profit Before Tax (norm)     15,100 20,500 18,438 23,947 30,859 
Profit Before Tax (FRS 3)     15,100 20,500 18,438 23,947 30,859 
Tax   (1,995) (1,488) (2,028) (2,634) (3,395) 
Profit After Tax (norm)   13,105 19,012 16,409 21,313 27,466 
Profit After Tax (FRS 3)   13,105 19,012 16,409 21,313 27,465 
        Average Number of Shares Outstanding (m)  35.0 41.9 43.0 43.0 43.0 
EPS - normalised (p)     7.3 8.6 7.3 9.4 12.1 
EPS - normalised and fully diluted (p)   7.3 8.6 7.3 9.4 12.1 
EPS - (IFRS) (p)     7.3 8.6 7.3 9.4 12.1 
Dividend per share (p)   0.0 2.0 2.0 2.1 2.2 
        Gross Margin (%)   74.2 77.3 76.6 78.5 80.1 
EBITDA Margin (%)   52.3 50.6 41.8 45.8 46.6 
Operating Margin (before GW and except.) (%)  49.1 46.9 35.5 36.0 36.3 
        BALANCE SHEET        
Fixed Assets     15,477 49,077 57,181 64,036 70,090 
Intangible Assets   8,115 13,642 21,592 28,592 35,092 
Tangible Assets   7,361 35,435 35,589 35,443 34,998 
Investments   0 0 0 0 0 
Current Assets     17,586 72,678 76,779 87,845 106,441 
Stocks   0 0 0 0 0 
Debtors   7,273 10,287 10,253 12,046 14,327 
Cash   10,313 62,392 66,526 75,799 92,114 
Other   0 0 0 0 0 
Current Liabilities     (7,312) (7,345) (9,301) (10,649) (12,811) 
Creditors   (7,072) (6,377) (8,332) (9,680) (11,843) 
Short term borrowings   (239) (969) (969) (969) (969) 
Long Term Liabilities     (7,083) (27,894) (27,894) (27,894) (27,894) 
Long term borrowings   (5,921) (26,776) (26,776) (26,776) (26,776) 
Other long term liabilities   (1,162) (1,117) (1,117) (1,117) (1,117) 
Net Assets     18,668 86,516 96,766 113,338 135,826 
        CASH FLOW        
Operating Cash Flow     17,373 21,459 24,358 30,683 40,223 
Net Interest    (268) 3 (536) (536) (536) 
Tax   (1,278) (1,643) (2,028) (2,634) (3,395) 
Capex   (3,919) (35,185) (11,500) (13,500) (15,000) 
Acquisitions/disposals   0 0 0 0 0 
Financing   0 52,789 0 0 0 
Dividends   (10,565) (5,959) (6,160) (4,741) (4,978) 
Net Cash Flow   1,342 31,464 4,135 9,273 16,315 
Opening net debt/(cash)     (2,784) (4,153) (34,646) (38,781) (48,054) 
HP finance leases initiated   0 0 0 0 0 
Other   27 (971) 0 0 0 
Closing net debt/(cash)     (4,153) (34,646) (38,781) (48,054) (64,368) 
Source: Edison Investment Research 
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Edison, the investment intelligence firm, is the future of investor interaction with corporates. Our team of over 100 analysts and investment professionals work with leading companies, fund managers and investment banks 
worldwide to support their capital markets activity. We provide services to more than 400 retained corporate and investor clients from our offices in London, New York, Frankfurt, Sydney and Wellington. Edison is 
authorised and regulated by the Financial Conduct Authority (www.fsa.gov.uk/register/firmBasicDetails.do?sid=181584). Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. 
Edison NZ is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research 
Inc (Edison US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is not 
regulated by the Australian Securities and Investment Commission. Edison Germany is a branch entity of Edison Investment Research Limited [4794244]. www.edisongroup.com 
DISCLAIMER 
Copyright 2014 Edison Investment Research Limited. All rights reserved. This report has been commissioned by Fusionex International and prepared and issued by Edison for publication globally. All information used in 
the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report 
represent those of the research department of Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This 
research is issued in Australia by Edison Aus and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. The Investment Research is distributed in the United States 
by Edison US to major US institutional investors only. Edison US is registered as an investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion" from the definition 
of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about 
companies in which we believe our readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be 
construed in any manner whatsoever as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or 
attempt to effect, any transaction in a security. The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and 
habitual investors who are “wholesale clients” for the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, 
subscribe, or underwrite any securities mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any 
securities mentioned or in the topic of this document. A marketing communication under FCA rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence 
of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any 
investment business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any 
or related securities mentioned in this report. Edison 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 are subject to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not 
necessarily a guide to future performance. Forward-looking information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, 
and therefore involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations. 
For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or 
disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as a “class 
service” provided by Edison within the meaning of the FAA (ie without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To 
the maximum extent permitted by law, Edison, its affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any 
of the information contained in this report and do not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited (“FTSE”) © FTSE 2014. “FTSE®” is a trade mark of the 
London Stock Exchange Group companies and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors 
accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent. 
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