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E-pay Asia 
Further Progress 
19.25p    9 November  2006   
 
 
 
Third quarter results show further progress being made in growing 
the business. Revenues continue to increase at a fast clip, while 
margins benefited from the sale of legacy businesses and the 
employment of Mobiepay’s technology to reduce costs. 

● Revenues grew at 14% sequentially and 59% year on year. 
The company states that revenue growth remains good in 
the first month of the final quarter. 

● The company has increased its guidance for profit for the 
year and in line with this we increase our estimates for 
2006. 

● The total base of terminals now stands at over 30,000. split 
50/50 between regular terminals and mobile agents. We 
expect the proportion of mobile agents to increase, which 
should help margins. 

● E-pay Asia has signed a term sheet to acquire a 40% stake 
in, and management control of, the second largest Indian 
e-top up player, E-Charge. Due diligence will now be 
carried out. India is a larger market already than any of e-
pay Asia’s existing markets, and  is expected to grow at 
30% plus per year according to market sources. 

● Considering the company’s growth prospects, the PER 
seems modest. The stock also continues to offer a good 
and increasing yield. 

 

 

 

 

 

Y/E Sales Pretax Net Adjusted P/e ratio Divi p. Yield 
December AUDm Profit AUDm Profit AUDm Eps p.   % 
2005 376 4.4 2.7 - - - - 
2006e 620 14.1 7.0 1.1 17.5 0.4 2.1 
2007e 900 21.4 8.9 1.3 14.8 0.5 2.6 
2008e 1134 23.8 9.8 1.5 12.8 0.6 3.2 
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Results 
E-pay Asia saw 14.2% sequential and 58.6% 
year-on-year growth in Q3. This is slightly 
below the trend of the last two quarters, but we 
should remember that much of the growth in 
the business is now coming from non-
consolidated operations (e-pay Asia 
consolidates only its Malaysian and Indonesian 
operations).  
 
The company is now operating in excess of 
30,000 terminals, split fifty/fifty between 
electronic terminals and mobile agents. We 
expect mobile agents to grow faster in future, 
which should help margins as the costs for this 
business are lower. 
 
Management states that the first month of Q4 
has exceeded expectations, and has revised its 
net profit guidance for the year to AUD 7m.  
 
The net profit margin was stable at 1.6%, and 
this is well up on last year. Some cost savings 
have been made, as the legacy business has 
now all been sold. A small gain on disposals 
was included this quarter.  
 
Margins should continue to improve as 
Mobiepay software sales flow through – these 
are high margin compared to the e-payment 
business. We also expect to see margins 
improved as the mobile terminals business 
increases its share of total revenues. 
 
India 
E-pay Asia has signed a term sheet to acquire  
40% of E-Charge, the second largest provider 
of electronic prepaid top up services in India. 
This would also enable e-pay Asia to assume 
management control of the company . Due 
diligence will now be carried out. If the 
acquisition goes ahead e-pay Asia will issue 
16.6m new shares – less than 8% dilution – to 
pay for the acquisition.  
 
E-Charge intends to use the Mobiepay 
solutions to operate its business. It is currently 
loss making but should become profitable in 
calendar 2007.  
 
E-Charge is the second largest services 
provider of electronic prepaid top ups in India, 

but it has some way to make up on the leader  
which has 14,000 terminals against E-Charge’s 
1,000.  (This slightly understates E-Charge’s 
market position, since the company also has an 
exclusive agreement with petrol retailer BPCL, 
which has 5,000 outlets and is India’s biggest 
retail petrol network). 
 
India is a huge opportunity for e-pay Asia. 
With 1.1bn population, 10% mobile 
penetration as of June 2006 gives a total 
market of 112m subscribers. Of these, 78%  
are prepaid. That makes India larger than any 
of e-pay Asia’s existing markets in terms of 
the number of prepaid subscribers – 87m 
against around 66m in Indonesia and 16m in 
Malaysia. The Indian Cellular Association 
forecasts handset sales to grow at 47% in 2006 
and we believe the market will continue to 
grow at in excess of 30% in the medium term. 
 
Change of broker 
e-pay Asia has changed broker from Hoodless 
Brennan to Seymour Pierce. This move should 
enable the company to improve its profile with 
institutional shareholders. In the medium term 
this may enable the company to tap into 
institutional funds in order to move even more 
aggressively into new markets whether through 
joint ventures or acquisitions.  
 
Forecasts 
 
We have increased our forecast for this year’s 
profits in line with management’s guidance. 
 
However, we are taking a cautious approach to 
future years and have trimmed some of our 
forecasts. We have been more conservative on 
revenue but in particular, we note that much of 
the growth from new businesses will not show 
through in the consolidated figures. 
 
The PER remains modest for a company with 
e-pay Asia’s growth prospects, at just over 14x 
prospective PER for FY2007. The stock 
continues to offer an attractive yield despite 
the increase in the share price since our initial 
note in May 06 (16.75p), and we expect 
dividends to be increased as the company 
grows. 
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