
 

Siddharth Rajeev, B.Tech, MBA, CFA 
 

Anthony de Ruijter, BA. Econ 
 

 
 
 

May 28, 2019 
 



 2019 Fundamental Research Corp.                     “15+Years of Bringing Undiscovered Investment Opportunities to the Forefront”                         www.researchfrc.com                            

PLEASE READ THE IMPORTANT DISCLOSURES AT THE BACK OF THIS REPORT 

iSignthis Ltd. (ASX: ISX / FRA: TA8): Breakeven Run-Rate Achieved, Gross Processed Turnover 

Value Growth Accelerates  
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Market Data (as of May 28, 2019) 

Current Price A$0.66 

Fair Value A$0.90 

Rating* BUY 

Risk* 4 

52 Week Range A$0.10 - A$0.68 

Shares O/S 1,082,521,838 

Market Cap $606.19 mm 

Current Yield N/A 

P/E (forward) N/A 

P/B 62.43x 

YoY Return 233.33% 

YoY ASX 7.53% 
 
*see back of report for rating and risk definitions 
**all $ amounts are A$ unless otherwise specified. 

 

 
 

 
 

Highlights  

 iSignthis Ltd. (“ISX”, “company”) has entered rapid growth as 
their card acquiring operations have entered EBIT profitability 
and Gross Processed Turnover Value (“GPTV”) continues to 
experience outsized growth. 

 We had introduced ISX in a note published on December 18, 
2018, when the company’s stock traded at $0.16 per share. 
Since then, ISX’s stock price has appreciated 275%. 

 EBIT Profitability and Rapid Actual GPTV Growth: The 
management of ISX reported that, subsequent to the quarter, 
the company has attained EBIT profitability (on a weekly 
basis). In addition, the actual GPTV has grown from $380 
million at the end of Q1-2019, to $542 million as of May 9, 
2019, demonstrating tremendous growth in topline potential. 

 Strong Revenue Growth: The company’s revenues grew to 
$1.85 million in Q1-2019, exhibiting 25% YoY growth and 
77.54% QoQ growth. Though on an annualized basis this is 
well short of our 2019 revenue forecast of $17.20 million, the 
recent growth in GPTV suggests that growth in coming 
quarters will accelerate, and we are maintaining our outlook. 

 We are revising our fair value estimate to $0.90 per share 

versus our previous fair value estimate of $0.82 per share. 
 

 

 

Key Financial Data (FYE - DEC 31)

(A$) 2017 2018E 2019E 2020E

Cash 7,653,681$        8,433,874$      12,158,947$    22,972,938$    

Working Capital 8,068,165$        9,850,889$      13,959,438$    25,731,719$    

Assets 10,378,044$      21,868,159$    27,460,353$    41,251,978$    

Total Debt -$                  -$                 -$                 -$                 

Revenues 1,889,915$        6,623,413$      17,200,000$    37,500,000$    

Net Income  $      -4,950,486  $    -8,038,650  $      3,584,612  $    10,354,384 

EPS (basic) -0.01 $               -0.01 $              0.00$               0.01$               
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Financials 

 

 

 

 

 

 

 

On May 14, 2019, the company reported that they had entered the “extreme growth” phase, 
as annualized actual GPTV hit $542 million as of May 9, 2019, and ISX’s weekly cash run 
rate (their average weekly cash receipts from merchants for card acquiring services) 
exceeded their estimated annual operating cost base ($8.75 million). This is significant 
positive news for the company, as EBIT profitability has been achieved despite there being 
significant growth runway ahead.  
 
The exceptional growth in annualized actual GPTV is also a bullish signal, as the current 
actual GPTV of $542 million is significantly higher than the company’s GPTV of $380 
million at the end of Q1-2019, demonstrating outsized growth in a short period of time. 
Readers should recall that the company derives their card acquiring revenues as a percentage 
of actual GPTV, and the rapid growth in actual GPTV implies increased revenue potential 
moving forward. We had forecasted GPTV of $880 million in 2019, and at the company’s 
current rate of growth, we expect outsized revenue growth in the coming quarters. 
 
The charts below show growth in actual annualized GPTV (left chart) and the company’s 
actual monthly MSF (card acquiring revenues) cash receipts (right chart). As the right chart 
shows, the company exceeded their estimated breakeven point in April 2019. 
 

 
Source: Company  

 
Furthermore, based on the company’s commentary, there is still ample runway available to 
the company. ISX has stated that less than 25% of contracted and approved merchants have 
yet to be onboarded to their network and brought live – meaning that the growth of actual 
GPTV could potentially accelerate in the coming months. More interestingly, ISX have not 
commented if the currently onboarded merchants represent the largest or smallest contracted 
clientele – the GPTV to be actualized could in fact be larger than expected. 
 
The company reported revenues of $1.85 million for the quarter ended March 31, 2019, up 
77.54% QoQ, and up 25% YoY. The major growth in revenue is attributable to the growth 
in ISX’s GPTV. Based on the company’s performance in Q1-2019, our 2019 revenue 
forecast of $17.20 million may appear to be aggressive. However, the company’s revenue 
generation has been outsized since it began in 2015, and management have already 
acknowledged that the pace of revenue growth between Q4-2018 and Q1-2019 has been 
slow due to a focus on internal infrastructure and technical issues. ISX’s recent growth in 
GPTV leads us to believe that the following quarters of 2019 may yield higher revenue to 
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reach our year-end outlook. We are maintaining our 2019 revenue forecast of $17.20 

million and out 2020 revenue forecast of $37.50 million. We are also maintaining our 

2019 and 2020 net earnings forecasts of $3.58 million (EPS: $0.00) and $10.35 million 

(EPS: $0.01), respectively. 

 
Given the financial reporting system of the Australian Stock Exchange, further details 
regarding the company’s income statement was not disclosed. The company is only required 
to provide detailed three statement reporting on a half-year basis. However, the company 
does report cash flow items on a quarterly basis. The company’s cash receipts (which we 
understand to be cash received for services) from customers grew 50.43% QoQ to $1.41 
million in Q1-2019. YoY, they declined 10.38% from $1.57 million in Q1-2018. The reason 
for the YoY decline was not disclosed.  
 
Furthermore, though an explicit income statement was not provided, the company does 
provide an overview of cash costs. As shown below, operating cash costs came to 
approximately $3.10 million in Q1-2019, or 120.17% of cash receipts. The annualized 
operating cash costs based on Q1-2019 is $12.40 million. To meet their expectation of an 
operating cost base of $8.75 million, the company will need to reduce their operating costs 
in subsequent quarters of 2019. 
 

 
Source: Company 

 
Free cash flows (“FCF”) have deteriorated, largely due to deteriorating operating cashflows. 
The YoY deterioration in cash receipts outlined above was a contributing factor, as was a 
major increase in cash outflows due to operating costs. 
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At the end of Q1-2019, the company had a cash position of $7.22 million. As a detailed 
balance sheet was not given, we cannot comment on working capital, debt or liquidity.  
 
Stock Options and Warrants: We estimate that the company has 11.13 million stock 
options (weighted average exercise price of $0.45) and 5.86 million employee incentive 
performance rights outstanding. We believe that 6.17 million of the options are currently in 
the money. We estimate that the company could raise up to $4.96 million if all the in-the-
money options were exercised. 
 

Discounted Cash Flow Valuation  

Our updated DCF valuation on ISX’s shares is $0.43 per share, versus our previous 
valuation of $0.42 per share. The minor increase is due to the increased present value of cash 
flows. 
 

 
Source: FRC 

 
Comparables Valuation (Peer Companies) 

Based upon the comparables group in our initiating report, we are updating our valuation of 
the company’s equity at $874.37 million on an EV/R basis and $1.53 billion on an 
EV/EBITDA basis. Our previous comparables valuation was $831.53 million on an EV/R 
basis and $1.29 billion on an EV/EBITDA basis. Our valuation increased because the peer 

Summary of Cash Flows

($, mm) 2018 (3M) 2019 (3M)

Operating -$0.24 -$1.66

Investing -$0.07 $0.07

Financing -$0.34 $0.05

Effects of Exchange Rate $0.10 $0.33

Net -$0.54 -$1.21

Free Cash Flows to Firm (FCF) -$0.31 -$1.60

DCF Model 2019E 2020E 2021E 2022E 2023E Terminal

EBIT(1-tax) 2,509,228$    7,248,069$    16,343,791$  29,390,461$  48,994,424$  

Non-Cash Expenses 688,937$       1,665,397$    3,993,395$    6,614,857$    10,547,274$  

Investment in WC -383,476 $      -958,290 $      -2,203,588 $   -4,837,687 $   -3,165,135 $   

CFO 2,814,690$    7,955,176$    18,133,598$  31,167,631$  56,376,563$  

CAPEX -165,000 $      -247,500 $      -371,250 $      -556,875 $      -835,313 $      

FCF 2,649,690$    7,707,676$    17,762,348$  30,610,756$  55,541,250$  57,207,488$      

PV 2,503,721$    6,502,740$    13,379,976$  20,587,849$  33,352,973$  381,706,244$    

Discount Rate 12.00%

Terminal Growth Rate 3.00%

Total PV 458,033,504$        

Cash - Debt 7,222,000$            

Equity Value 465,255,504$        

Shares O/S (dil) 1,091,987,554       

Fair Value (A$) 0.43$                    
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Risks 

companies are trading at higher valuations than in our previous report. Our updated 
comparables valuation model is outlined below: 
 

 
 Source: FRC 

 

Comparables Valuation (Comparable Sectors) 

For our comparable sectors approach, our valuation has been updated to $931.40 million on 
an EV/R basis and $1.12 billion on an EV/EBITDA basis. Our previous valuation was 
$855.08 million on an EV/R basis and $1.02 billion on an EV/EBITDA basis. Our 
valuations increased because the comparable sectors are exhibiting higher valuation 
multiples than in our previous report. Our updated comparables valuation model is outlined 
below: 
 

 
 Source: FRC 

 

We are updating our fair value per share estimate on ISX to $0.90 per share versus our 

previous fair value estimate of $0.82 per share. This is the average of all our valuation 
model outputs. 
 

We believe the company is exposed to the following risks (list is non-exhaustive):  
 

 Valuation is highly dependent on forecasted GPTV and contracted EMAs which is 
difficult to forecast accurately given the lack of discrete factors which can predict 
GPTV/ EMA value. 

 The payment processing landscape is dominated by large-scale players.  
 Partner risk associated with third-party card acquirers. 
 Failure to secure licensing with Australian financial regulatory authorities (outlined 

earlier in the report) may hinder the growth of the company’s Australian business. 
 Access to capital and share dilution. 
 Interest rate risk. 
 Liquidity risk. 
 Exchange rate risk. 

Our risk rating is 4 (Speculative). 

2023 Forecast (Gross Revenues) 200,000,000$            2023 Forecast (EBITDA) 70,539,308$               

Average EV/ Revenue 7.60                           Average EV/ EBITDA 37.93                          

Expected EV (A$) 1,444,023,500$         Expected EV (A$) 2,542,024,134$          

Discounted EV (A$) $867,147,865 Discounted EV (A$) $1,526,506,182

Expected Market Cap (A$) $874,369,865 Expected Market Cap (A$) $1,533,728,182

Value per Share (A$) 0.80$                        Value per Share (A$) 1.40$                         

Comparables Valuation

2023 Forecast (Gross Revenues) 200,000,000$            2023 Forecast (EBITDA) 70,539,308$               

Average EV/ Revenue 8.10                           Average EV/ EBITDA 27.78                          

Expected EV (A$) 1,539,000,000$         Expected EV (A$) 1,861,267,817$          

Discounted EV (A$) $924,182,026 Discounted EV (A$) $1,117,706,473

Expected Market Cap (A$) $931,404,026 Expected Market Cap (A$) $1,124,928,473

Value per Share (A$) 0.85$                        Value per Share (A$) 1.03$                         

Sector Comparables Valuation
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STATEMENTS OF OPERATIONS *YE JUN 30 *YE JUN 30

(in A$) - YE Dec 31st 2015* 2016* 2017 2018 2019E 2020E

Revenue 28,962 443,881 1,889,915 6,623,413 17,200,000 37,500,000

COGS

Gross Profit                  28,962               443,881            1,889,915      6,623,413    17,200,000    37,500,000 

EXPENSES

SG&A Expense 1,507,519 3,407,019 4,940,918 11,639,283 10,320,000 22,500,000

Share-based Compensation 4,601,216 4,834,907 248,080 486,204 516,000 1,500,000

R&D 15,805 521,347 324,608 333,964 344,000 378,400

Other Expenses 369,169 781,006 1,151,940 1,967,349 2,262,451 2,601,819

EBITDA          (6,464,747)          (9,100,398)          (4,775,631)     (7,803,387)      3,757,549    10,519,781 

Depreciation & Amortization 7,305 107,546 126,878 178,997 172,937 165,397

EBIT          (6,472,052)          (9,207,944)          (4,902,509)     (7,982,384)      3,584,612    10,354,384 

Financing Costs 2,086                    1,391                    4,574                    4,564              

EBT          (6,474,138)          (9,209,335)          (4,907,083)     (7,986,948)      3,584,612    10,354,384 

Non-Recurring Expenses 13,665,287 25,882 43,403 43,104

Taxes 8,598

Net Profit (Loss)        (20,139,425)          (9,235,217)          (4,950,486)     (8,038,650)      3,584,612    10,354,384 

FOREX Translation Adj. -5,818 -60,540 7,400 -50,484

Comprehensive Net Profit (Loss)        (20,145,243)          (9,295,757)          (4,943,086)     (8,089,134)      3,584,612    10,354,384 

Shares outstanding 389,476,571 605,377,229 636,253,853 798,352,882 1,079,170,635 1,079,170,635

EPS -0.05 $                   -0.02 $                   -0.01 $                   -0.01 $             0.00$              0.01$              

*Previously YE was 30 June
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BALANCE SHEET

(in A$) - YE Dec 31st 2017 2018 2019E 2020E

ASSETS

CURRENT

Cash and Cash Equiv. 7,653,681         8,433,874         12,158,947       22,972,938       

A/R 288,868            894,501            1,789,002         3,578,004         

Prepaids 157,755            139,579            209,369            314,053            

Security Deposits 120,306            120,306            120,306            

Card Scheme Collateral 346,706            1,459,070         1,459,070         1,459,070         

Funds Held on Behalf of Merchants 611,061            9,107,677         10,018,445       11,020,289       

Total Current Assets 9,058,071       20,155,007    25,755,138    39,464,660    

PPE 99,032              182,039            174,102            256,205            

Intangibles 1,220,941         1,531,113         1,531,113         1,531,113         

Total Assets 10,378,044    21,868,159    27,460,353    41,251,978    

LIABILITIES

CURRENT

A/P 255,797            904,934            1,357,401         2,036,102         

Employee Benefits 123,048            128,348            256,696            513,392            

Other 163,159            163,159            163,159            

Funds Held on Behalf of Merchants 611,061            9,107,677         10,018,445       11,020,289       

Total Current Liabilities 989,906          10,304,118    11,795,701    13,732,942    

Employee Benefits 33,863              29,130              29,130              29,130              

Deferred Tax 90,947              90,947              90,947              

Other

Total Liabilities 1,023,769       10,424,195    11,915,778    13,853,019    

SHAREHOLDERS EQUITY

Share Capital 30,677,294       40,677,673       40,677,673       40,677,673       

Reserves 4,518,891         1,024,087         1,540,087         3,040,087         

Deficit (25,841,910)      (30,257,796)      (26,673,184)      (16,318,800)      

Total shareholders’ equity (deficiency) 9,354,275       11,443,964    15,544,576    27,398,960    

Total Liabilities and Shareholders Equity 10,378,044    21,868,159    27,460,353    41,251,978    
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STATEMENTS OF CASH FLOWS

(in A$) - YE Dec 31st 2017 2018 2019E 2020E

OPERATING ACTIVITIES

Net Profit for the Year (4,950,486)                      (8,038,650)                      3,584,612                       10,354,384                     

Adjusted for items not involving cash:

Depreciation and Amortization 126,878                          178,997                          172,937                          165,397                          

Share-based Compensation 248,080                          486,204                          516,000                          1,500,000                       

FOREX (135)                                18,203                            

Funds From Operations (4,575,663)                    (7,355,246)                    4,273,549                     12,019,781                   

Change in working capital

A/R (126,670)                         (605,633)                         (894,501)                         (1,789,002)                      

Other Assets (530,512)                         (8,085,021)                      (910,768)                         (1,001,844)                      

A/P (81,875)                           649,137                          452,467                          678,701                          

Prepaids (69,790)                           (104,684)                         

Employee Benefits 32,368                            567                                 128,348                          256,696                          

Other Liabilities 488,060                          8,659,775                       910,768                          1,001,844                       

NET CASH USED IN OPERATING ACTIVITIES (4,794,292)                    (6,736,421)                    3,890,073                     11,061,491                   

INVESTING ACTIVITIES

PPE (59,707)                           (110,000)                         (165,000)                         (247,500)                         

Intangibles (173,987)                         

Deposits (115,201)                         

Acquisitions (396,133)                         

Loans (320,000)                         

Cash on Deposit Considered an Investment

NET CASH USED IN INVESTING ACTIVITIES (233,694)                       (941,334)                       (165,000)                       (247,500)                       

FINANCING ACTIVITIES

Proceeds from Shares 6,900,000                       10,000,000                     

Issue Costs (167,000)                         (307,693)                         

Card Scheme Membership Security (469,700)                         (1,190,888)                      

NET CASH FROM FINANCING ACTIVITIES 6,263,300                     8,501,419                     -                                 -                                 

Foreign Exchange / Others 7,536                              (43,471)                           

INCREASE IN CASH FOR THE YEAR 1,242,850                     780,193                        3,725,073                     10,813,991                   

CASH, BEGINNING OF THE YEAR 6,410,831                       7,653,681                       8,433,874                       12,158,947                     

CASH, END OF THE YEAR 7,653,681                     8,433,874                     12,158,947                   22,972,938                   
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Fundamental Research Corp.  Equity Rating Scale: 

Buy – Annual expected rate of return exceeds 12% or the expected return is commensurate with risk 
Hold – Annual expected rate of return is between 5% and 12% 
Sell – Annual expected rate of return is below 5% or the expected return is not commensurate with risk 
Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events. 
 
Fundamental Research Corp.  Risk Rating Scale: 

1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in a regulated industry.  
The future outlook is stable or positive for the industry.  The company generates positive free cash flow and has a history of profitability.  The capital structure is 
conservative with little or no debt. 
 
2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive.  The industry and company are relatively less sensitive 
to systematic risk than companies with a Risk Rating of 3.  The company has a history of profitability and has demonstrated its ability to generate positive free cash 
flows (though current free cash flow may be negative due to capital investment).  The company’s capital structure is conservative with little to modest use of debt. 
  
3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk.  The industry may be cyclical.  Profits and cash flow are sensitive 
to economic factors although the company has demonstrated its ability to generate positive earnings and cash flow.  Debt use is in line with industry averages, and 
coverage ratios are sufficient. 
 
4 (Speculative) - The company has little or no history of generating earnings or cash flow.  Debt use is higher.  These companies may be in start-up mode or in a 
turnaround situation.  These companies should be considered speculative. 
 
5 (Highly Speculative) - The company has no history of generating earnings or cash flow.  They may operate in a new industry with new, and unproven products.  
Products may be at the development stage, testing, or seeking regulatory approval.  These companies may run into liquidity issues, and may rely on external funding.  
These stocks are considered highly speculative. 
 

Disclaimers and Disclosure 

The opinions expressed in this report are the true opinions of the analyst about this company and industry.   Any “forward looking statements” are our best estimates and 
opinions  based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or correctness.   
There is no guarantee that our forecasts will materialize.   Actual results will likely vary.  The Analyst and FRC do not own shares of the subject company. Fees were 
paid by ISX to FRC.   The purpose of the fee is to subsidize the high costs of research and monitoring.   FRC takes steps to ensure independence including setting fees in 
advance and utilizing analysts who must abide by CFA Institute Code of Ethics and Standards of Professional Conduct.   Additionally, analysts may not trade in any 
security under coverage.  Our full editorial control of all research, timing of release of the reports, and release of liability for negative reports are protected contractually.  
To further ensure independence, ISX has agreed to a minimum coverage term including an initial report and three updates.   Coverage cannot be unilaterally terminated.   
Distribution procedure:  our reports are distributed first to our web-based subscribers on the date shown on this report then made available to delayed access users 
through various other channels for a limited time.   
 
The distribution of FRC’s ratings are as follows:  BUY (68%), HOLD (8%), SELL / SUSPEND (24%). 
To subscribe for real-time access to research, visit http://www.researchfrc.com/subscribe.php for subscription options. 
 
This report contains "forward looking" statements.   Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and 
uncertainties that could cause actual results to differ from such forward-looking statements.  Factors that would cause or contribute to such differences include, but are 
not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product lines/services; 
competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other risks discussed in 
the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities regulators.  By making 
these forward looking statements, Fundamental Research Corp.  and the analyst/author of this report undertakes no obligation to update these statements for revisions or 
changes after the date of this report.   A report initiating coverage will most often be updated quarterly while a report issuing a rating may have no further or less frequent 
updates because the subject company is likely to be in earlier stages where nothing material may occur quarter to quarter.    
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS 
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE.   ANYONE USING THIS REPORT 
ASSUMES FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO.    ALWAYS 
TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU INVEST.   WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S 
RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC.   ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR 
UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN 
YOUR PORTFOLIO.    This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security.  It is not intended as being a 
complete description of the company, industry, securities or developments referred to in the material.  Any forecasts contained in this report were independently prepared 
unless otherwise stated, and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report.  Additional information is available 
upon request.   THIS REPORT IS COPYRIGHT.   YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION.   Please give proper credit, 
including citing Fundamental Research Corp and/or the analyst, when quoting information from this report. 
 
The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or entity 
in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction 
 

 


