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Strong growth continues in H1

Boku’s H1 trading update confirms the company continues to see strong
growth in total processed value (TPV) and revenues. Positive EBITDA for
H118 supports our forecast for Boku to report its first full year of EBITDA
profitability in FY18. The company anticipates meeting earnings
expectations for FY18. We see the potential for revenue upside in FY18 to
be reinvested in longer-term growth opportunities, providing support to
the share price. We maintain our forecasts pending interims in September.

Revenue EBITDA* EPS* DPS PIE EVIEBITDA
Year end ($m) ($m) ($) ($) (x) (x)
12117 244 (23) (0.03) 00 N/A N/A
12/18e 327 49 0.01 0.0 171.0 63.7
12119 40.1 11.6 0.03 0.0 46.9 26.7
12/20e 478 18.5 0.06 0.0 26.3 16.7

Note: *EBITDA and EPS (diluted) are normalised, excluding amortisation of acquired
intangibles, exceptional items and share-based payments.

Transaction volumes drive strong revenue growth

Boku processed volumes worth $1.5bn in H118 (+153% y-0-y, +42% h-o-h) and
expects to report revenues of $16.5-17.0m for H118 (vs $10.2m in H117 and
$14.2m in H217). As we have previously noted, revenue growth lags TPV growth
due to the changing mix of transaction types. Adjusted EBITDA was positive for
H118, as was the case in H217. By the end of H118, monthly active users hit
10.3m, up from 4.7m at the end of H117 and 8.1m at the end of FY17. Cash at the
end of H118 stood at $30m, and averaged $23.1m during June. This compares to
our end FY18 forecast of $23.9m, and reported cash of $18.7m at the end of FY17.

On track to meet FY18 earnings expectations

We maintain our forecasts, but based on the H1 take rate (ie margin earned on
TPV) we believe there is upside risk to our revenue forecasts for FY18. With
earnings on track to meet expectations for FY18, we see scope for the company to
reinvest some of the revenue upside in future growth opportunities. Management
noted that it was encouraged by the reaction to its mobile identity offerings and we
expect to hear more about these opportunities, as well as the level of H1
profitability, when the company reports interims in September.

Valuation: Reflects strong growth potential

Near-term EV/EBITDA and P/E multiples are at a premium to peers, but in our view
are justified by the company’s strong sustainable earnings growth potential. Data
point to evidence that Boku is meeting or beating its current plan include updates
on new major merchant wins, existing merchant roll-outs to new carriers and/or
new geographies, TPV growth, and tracking the performance of current key
merchants. In the longer term, we expect to see new products developed to extend
the services that can be offered by merchants and MNOs, and could see bolt-on
acquisitions to acquire technology or customer relationships.
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Business description

Boku is the largest independent direct carrier billing
(DCB) company. DCB uses a consumer’s mobile bill
(pre-paid credit or post-paid monthly bill) as the
means to pay for digital content or services. Boku
operates a billing platform that connects merchants
with mobile network operators (MNOs) in more than
50 countries. It has 148 employees, with its main
offices in the US, UK, Germany and India.
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Exhibit 1: Financial summary

$'m 2014 2015 2016 2017 2018e 2019e 2020e
31-December IFRS IFRS IFRS IFRS IFRS IFRS IFRS
INCOME STATEMENT
Revenue 18.3 19.2 17.2 244 327 40.1 47.8
Cost of Sales (4.1) (4.0) (32 (2.3) (24) (2.7) (3.1)
Gross Profit 14.2 15.2 14.0 221 303 374 44.7
EBITDA (9.6) (11.4) (12.3) (2.3) 49 11.6 18.5
Normalised operating profit 9.8) (12.4) (13.8) (4.0 815 10.4 18.1
Amortisation of acquired intangibles (0.8) (1.9 (1.7 (1.3) (1.3) (1.3) (1.3)
Exceptionals (2.1) (0.1) (24) (2.2) 0.0 0.0 0.0
Share-based payments (1.7) (1.8) (2.1) (0.9) (1.2) (1.2) (1.2)
Reported operating profit (14.4) (16.2) (19.9) (8.4) 1.0 7.9 15.6
Net Interest (0.6) (0.4) (1.2) (24) (0.8) (0.6) (0.6)
Joint ventures & associates (post tax) 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Exceptionals 0.0 0.0 0.0 (17.1) 0.0 0.0 0.0
Profit Before Tax (norm) (10.4) (12.8) (15.0) (6.4) 2.7 9.8 17.5
Profit Before Tax (reported) (15.0) (16.6) (21.1) (28.0) 0.2 74 15.0
Reported tax (0.4) (0.4) 05 (0.1) (0.1) (0.4) (1.5)
Profit After Tax (norm) (7.8) (9.6) (11.2) (4.8) 21 78 13.8
Profit After Tax (reported) (15.4) (17.0) (20.6) (28.1) 0.2 7.0 13.5
Minority interests 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Discontinued operations 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net income (normalised) (7.8) (9.6) (11.2) (4.8) 21 7.8 13.8
Net income (reported) (15.4) (17.0) (20.6) (28.1) 0.2 7.0 135
Basic average number of shares outstanding (m) 213 274 140.1 150.3 2136 2136 2136
EPS - basic normalised (§) (0.36) (0.35) (0.08) (0.03) 0.01 0.04 0.06
EPS - diluted normalised (§) (0.36) (0.35) (0.08) (0.03) 0.01 0.03 0.06
EPS - basic reported ($) (0.72) (0.62) (0.15) (0.19) 0.00 0.03 0.06
Dividend ($) 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Revenue growth (%) N/A 47 (10.4) 42.0 338 22.7 19.4
Gross Margin (%) 776 79.1 81.4 90.7 928 933 935
EBITDA Margin (%) (52.5) (59.2) (71.4) (9.5) 14.9 29.0 38.8
Normalised Operating Margin (53.2) (64.4) (80.0) (16.5) 10.6 25.9 377
BALANCE SHEET
Fixed Assets 327 308 26.8 26.9 25.1 233 213
Intangible Assets 325 30.1 25.7 25.8 23.6 216 204
Tangible Assets 0.2 0.7 05 04 05 05 0.7
Investments & other 0.0 0.0 0.6 0.7 1.1 11 0.3
Current Assets 725 53.0 48.9 79.3 92.7 116.5 144.4
Stocks 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Debtors 59.7 43.3 37.1 59.1 67.4 80.6 914
Cash & cash equivalents 12.0 9.0 1.3 18.7 239 34.5 51.6
Other 0.7 0.6 05 1.4 14 1.4 1.4
Current Liabilities (69.6) (65.5) (61.0) (77.5) (87.8) (101.5) (112.7)
Creditors (64.6) (60.4) (54.9) (75.0) (85.3) (99.0) (110.2)
Tax and social security 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Short term borrowings (5.0) (5.1) (6.1) (2.5) (2.5) (2.5) (2.5)
Other 0.0 0.0 0.0 (0.0) (0.0) (0.0) (0.0)
Long Term Liabilities 0.0 (0.3) (15.2) (0.1) (0.1) (0.1) (0.1)
Long term borrowings 0.0 0.2) (15.1) (0.0) (0.0 (0.0) (0.0)
Other long term liabilities 0.0 (0.1) (0.1) 0.1) (0.1) (0.1) (0.1)
Net Assets 355 18.0 (0.4) 286 30.0 38.2 52.9
Minority interests 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Shareholders' equity 355 18.0 (0.4) 286 30.0 38.2 52.9
CASH FLOW
Op Cash Flow before WC and tax (9.6) (11.4) (12.3) (2.3) 49 11.6 18.5
Working capital 9.3 11.6 (34) 1.0 20 0.6 03
Exceptional & other (1.6) 1.1 42 (5.5) 0.0 0.0 0.0
Tax (0.0) (0.0) (0.0) 0.0 (04) (0.4) (0.7)
Net operating cash flow (1.9) 1.3 (11.5) (6.8) 6.5 11.8 18.2
Capex (1.1) (3.6) (1.5) (0.3) (0.5) (0.6) (0.6)
Acquisitions/disposals 59 0.3 0.0 0.0 0.0 0.0 0.0
Net interest (0.3) (0.3) (0.3) (0.9) (0.8) (0.6) (0.6)
Equity financing 0.2 0.1 0.1 19.8 0.0 0.0 0.0
Dividends 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other 0.6 (0.0) 0.1 (1.1) 0.0 0.0 0.0
Net Cash Flow 33 (2.2) (13.1) 10.6 5.2 10.6 17.0
Opening net debt/(cash) (4.9) (7.0) (3.6) 9.9 (16.2) (21.4) (32.0)
FX (1.2) (0.8) (0.4) 0.4 0.0 0.0 0.0
Other non-cash movements 0.0 (0.4) (0.0 15.1 0.0 0.0 0.0
Closing net debt/(cash) (7.0) (3.6) 9.9 (16.2) (21.4) (32.0) (49.0)

Source: Boku, Edison Investment Research
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branch entity of Edison Investment Research Limited [4794244].
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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
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