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Skyfii Limited 

Hits it out of the park in Q2, price target up to A$ 0.25 

Skyfii (ASX:SKF) announced a strong set of results for 2Q18. Revenues 
amounted to A$ 1.79M (+138% y-o-y, +102% q-o-q), driven by strong growth 
in non-recurring revenues, i.e. one-off provisioning fees charged to bring 
customer venues onto SKF’s IO platform. 

Non-recurring revenues comprised of an estimated 124 new venues 
coming on stream in the quarter at an estimated average upfront 
provisioning fee of A$ 6,600 each. We believe these new venues are 
predominantly related to the contract wins in Italy (supermarket chain), the 
UK (premier Quick Serve Restaurant) and the major shopping center group 
contract win in Europe. 

Other non-recurring revenue was derived from Data Consultancy Services 
(DCS), which contributed A$ 93k in revenues in Q2, up significantly from ~ 
A$ 21k in Q1.  

SKF saw its recurring year-on-year revenue growth rate accelerate during 
the quarter; from 55.5% in 1Q18 to 85.4% in Q2 to total A$ 879k. 

FIGURE 1: DEVELOPMENT OF RECURRING AND NON-RECURRING REVENUE 

 

 

 

 

 

 

 

 

 

 

Source: Skyfii, TMT Analytics 

While we expect non-recurring revenues from provisioning to remain lumpy 
from one quarter to the next, they do serve as a leading indicator for future 
recurring revenue growth. Hence, we expect a solid uptick in recurring 
revenues in 2HY18 driven by the firmly higher installed base of in-venue 
monitoring points and thus subscriptions to the IO platform. 
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Skyfii Limited 

Solid revenue outlook 

Regarding its revenue outlook, SKF indicated that the value of its FY18 contracted revenue 
stands at A$ 4.8M per January 31, i.e. with five months left in the financial year to add to that total. 
This number is already well above the A$ 3.2M operational revenues generated during the whole 
of FY17.  

Our forecast for FY18 operational revenues stood at A$ 5.5M and has been increased to A$ 7M 
following SKF’s Q2 results (see below). 

On the cusp of becoming EBITDA positive 

Over the last few quarters, SKF has been very stringent when it comes to costs and has been 
able to lift its EBITDA to -/- A$ 300k in 1HY18, from -/- A$ 1.8M in 1HY17 and -/- A$ 1.9M in 2HY17. 
While this substantial improvement was in part driven by the strong non-recurring revenues 
during the quarter, which were approximately A$ 600k above the average of the previous five 
quarters, we believe bootstrapping the business to conserve cash has also made a major 
contribution to the strong EBITDA improvement. We expect to see more detail around this when 
SKF releases its full 1HY18 accounts. 

The company hasn’t given a target date by which it expects the existing business excluding 
Causely (see below) to be EBITDA break even, but we anticipate SKF to achieve this milestone 
in the course of FY19 on a quarterly basis. 

Expanding into the Banking vertical through contract win with HSBC Australia 

In addition to the Shopping Center, Education, Museum, Transportation, Quick Serve Restaurant 
and Food Retail verticals, SKF has now also expanding into the Banking vertical. The company 
recently signed a three-year Master Services Agreement with HSBC Australia for the 
deployment of all three components of the IO Platform in the bank’s 35 Australian branches. 

We believe this vertical provides a major opportunity for SKF given the nearly 6,000 traditional 
bank branches in Australia alone. Obviously, the number of bank branches in Europe and the 
United States are substantially larger and we believe the HSBC win in Australia is likely to serve 
as an excellent use case for SKF’s IO Platform in the Banking vertical. 

Causely acquisition provides inroads into more than 1,800 US retail venues 

On 5 February, SKF announced the all-scrip based acquisition of US-based marketing services 
company Causely, which serves 1,850 venues in the US. Causely provides venues, such as 
gyms, churches, smaller medical practices, restaurants and other retail outlets, with the ability to 
let customers contribute to a charity by checking into that venue on Facebook.  

Causely’s customers donate a predetermined amount to a specified charity for each of their 
customers’ check-ins, with a monthly limit based on their subscription level, i.e. US$ 100, US$ 140 
or US$ 200 per month. 

Consumers are incentivized to check into a venue on Facebook because of the charitable effect 
of their check-in, while the venues get substantially more Facebook check-ins than they would 
otherwise, which drives exposure to consumer eyeballs on Facebook. 

Clear IO upsell opportunity for SKF 

While SKF’s marketing services, which are currently being developed, will be mostly data-driven 
as opposed to Causely’s services that are an extension of Facebook marketing, we believe 
there is substantial opportunity for SKF to upsell the IO platform to Causely’s existing customers. 
Firstly, the customer base is highly comparable where size is concerned. Furthermore, monthly 
costs of SKF’s and Causely’s services are comparable, i.e. both are SaaS models. There is likely 
also an opportunity to cross sell Causely to SKF’s current customers. 



 

 

 

 

 

 

2 

Skyfii Limited 

 A$ 3.5M payment in scrip with a guaranteed minimum net profit of A$ 2M 

SKF has issued 25M shares at A$ 0.14 (A$ 3.5M) as payment for the acquisition. Part of the 
agreement with the Causely vendors is a minimum guaranteed net profit to SKF of US$ 1.625M 
(A$ 2M at an 0.80 exchange rate) in the first three years combined, or A$ 0.68M per year.  

 

 

 

Furthermore, assuming a conservative average monthly revenue per venue of A$ 90, Causely’s 
1,850 venues translate into A$ 2M in annual revenues. Given the minimum net profit guarantee 
of A$ 680k per year, Causely will generate net profit margins of around 34% for SKF, which we 
believe is very attractive, especially given the near-zero Capex that is required on the part of 
Causely.  

SKF agreed to limit the vendors’ downside risk to their new SKF shareholding by guaranteeing 
an additional 11M SKF shares in case the stock trades below A$ 0.14 (30-day VWAP) in the period 
30 July through 29 August 2018. 

Contributing to the top line immediately 

We expect the Causely acquisition to start contributing to the top line per 1 February and to bring 
in around A$ 300k in 3Q18. For 4Q18 (June quarter) we expect Causely to contribute 
approximately A$ 500k to SKF’s top line. Our FY19 revenue estimate for Causely is A$ 2.2M. 

Lifting price target from A$ 0.14 to A$ 0.25 per share 
In our initiation report in May 2017, we used a 15% WACC in our DCF model, which yielded a 
value of A$ 0.18 per SKF share. Compared to May 2017 two key things have changed:  

1. SKF is in the process of exceeding our initial top line projections by a wide margin. Our 
initial revenue projection for FY18 stood at A$ 6.3M (including A$ 0.8M in tax and R&D 
grants). Following the company’s recent earnings call, we have increased our top line 
forecast to A$ 7.7M (of which A$ 0.8M in grants). 

2. Furthermore, our EBITDA projection for FY18 has improved from -/- A$ 4M to -/- 
A$ 0.8M while the company was cash neutral in Q2 (December). The Causely 
acquisition will bring on some additional costs onto the P&L (4 FTE), but we believe SKF 
is properly capitalised at A$ 2.75M to get to EBITDA positive territory. In turn, this has 
clearly improved SKF’s risk profile, which provides room to lower our discount rate. 

The model-generated (theoretical) WACC for SKF amounts to 8.6%. However, we feel this is still 
a bit too low for SKF, despite the substantial improvements in the company’s risk profile. We 
believe a discount rate of 12% (down from 15%) is more reflective of the company’s current 
position. This yields a value of A$ 0.26 per share. 

FIGURE 2: DISCOUNTED CASH FLOW SENSITIVITY ANALYSIS 

8.6% 0.40 

10% 0.33 

11% 0.29 

12% 0.26 

13% 0.23 

14% 0.21 

15% 0.19 

Source: TMT Analytics 

In other words, SKF is paying ~1.75x earnings for this acquisition, which we believe is a 
bargain given the substantial cross sell opportunities. 
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Skyfii Limited 

Peer group suggests upside to A$ 0.24 

Looking at the FY19 valuation multiples for SKF’s data analytics peer group, we can see a clear 
undervaluation for SKF. The peer group averages suggest a target value per SKF share of 
A$ 0.24 (EV/Revenues) and A$ 0.23 (EV/EBITDA) respectively.  

FIGURE 3: PEER GROUP VALUATION 

 

 

 

 

 

 

Source: TMT Analytics, S&P Capital IQ 

While most of these peers are obviously substantially larger than SKF, and therefore less risky, 
we would argue that SKF’s expected superior revenue growth profile in the next several years 
offsets this higher risk. On balance, we believe SKF should be valued at par with its peer group. 

Reiterating our BUY rating 
We increase our 12-month price target for SKF from A$ 0.14 to A$ 0.25 per share, based on the 
average of our DCF and peer group valuation. This implies an approximate A$ 68M market 
capitalisation. 

Given this strong share price upside of nearly 40%, we reiterate our Buy rating for SKF. 

Company Code EV/Revenues EV/EBITDA

FY19 FY19

Catapult Sports CAT 2.7 20.7

Tableau DATA 5.2 62.7

Splunk SPLK 7.8 57.7

Alliance Data Systems ADS 3.8 14.3

Average valuation 4.9 38.9

Skyfii SKF 3.6 30.0
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Skyfii Limited 

    
Skyfii Limited (A$) FY-end June

Profit & Loss account 2017A 2018E 2019E 2020E Valuation 2017A 2018E 2019E 2020E

Revenues 4.1 7.7 13.1 18.8 Relative valuation

EBITDA -3.8 -0.8 1.6 6.2 P/E (reported) N/M N/M N/M 14.8

EBITDA % -92.0% -10.7% 11.9% 32.9% P/B 6.0 7.2 7.2 4.8

Depreciation & Amortisation -1.1 -1.0 -1.2 -1.1 P/CF N/A 256.8 34.1 9.4

EBIT -4.9 -1.9 0.4 5.1 Price to sales 9.3 6.4 3.7 2.6

EBIT % -119.9% -24.2% 3.1% 27.3% EV / sales 11.5 6.2 3.6 2.2

Interest income & expense net 0.0 0.0 0.0 0.0 EV / EBITDA N/A N/A 30.0 6.8

Other items 0.0 0.0 0.0 0.0 Dividend yield 0.0 0.0 0.0 0.0

Profit before Tax -4.9 -1.8 0.4 5.2 EV / EBIT N/A N/A 116.1 8.2

Taxes 0.0 0.0 -0.5 -1.8

Net earnings -4.9 -1.8 0.0 3.3 Discounted Cash Flow

Assumptions

Ordinary shares outstanding 211       273     273     273     Long term interest rate 2.5%

Fully diluted # shares 214      304     304     304     Risk premium 4.3%

Marginal tax rate 30.0%

Earnings per share -0.023 -0.007 0.000 0.012 Long term growth 3.0%

Earnings per share fully diluted -0.023 -0.006 0.000 0.011 Leveraged Beta 1.39

Implied WACC 8.6%

Cash Flow Statement 2017A 2018E 2019E 2020E

Net income P&L -4.9 -1.8 0.0 3.3 TMT Analytics applied WACC 12%

Depreciation & amortisation 1.1 1.0 1.2 1.1 DCF fair value range per share A$ 0.26

Impairments 0.0 0.0 0.0 0.0

Change in working capital 0.9 1.0 0.3 0.8 Profitability ratios 2017A 2018E 2019E 2020E

Other items 0.5 0.0 0.0 0.0

Return on Equity -77% -26% 0% 33%

Cash flow from operations -2.4 0.2 1.4 5.2 Return on Assets -60% -21% 0% 23%

Return on Invested Capital -67% -23% 0% 58%

Net cash flow from investments -1.7 -3.5 -0.3 -0.5

EBITDA margins -92.0% -10.7% 11.9% 32.9%

Dividend paid 0.0 0.0 0.0 0.0 EBIT margins -119.9% -24.2% 3.1% 27.3%

Change in equity 3.7 3.5 0.0 0.0 Net margins -120.1% -23.6% -0.2% 17.7%

Change in debt 0.0 0.0 0.0 0.0

Other items 0.0 -1.2 0.0 0.0 Financial Strength 2017A 2018E 2019E 2020E

Cash flow from financing 3.7 2.3 0.0 0.0 Net debt (cash) -2.3 -1.3 -2.4 -7.1

Net debt / Equity -0.4 -0.2 -0.4 -0.7

Net cash flow -0.4 -1.0 1.1 4.7 Net debt / EBITDA 0.6 1.6 -1.6 -1.2

Interest coverage N/M N/M N/M N/M

Balance Sheet 2017A 2018E 2019E 2020E

Current assets Capital Structure
Cash and marketable securities 2.3 1.3 2.4 7.1

Accounts receivable 2.2 1.3 2.0 2.6 Ordinary shares 273      

Inventories 0.0 0.0 0.0 0.0 ESP shares 26        

Other current assets 0.1 0.3 0.5 0.3 Options and warrants (m) 5          

Total current assets 4.7 2.8 4.9 10.0 Fully diluted 304     

Fixed assets Market capitalisation (A$ m) 49.1

Net property, plant & equipment 0.2 0.1 0.1 0.0 Market cap. fully diluted  (A$ m) 54.7

Goodwill 0.0 0.0 0.0 0.0 Free float % 91%

Other intangible assets 3.3 5.8 5.0 4.5 12 month high/low A$ 0,19/0,044

Other assets 0.0 0.0 0.0 0.0 Average daily volume (k) 121.7     

Total fixed assets 3.5 5.9 5.1 4.5

Total assets 8.1 8.8 9.9 14.5

Current liabilities

Short-term debt 0.0 0.0 0.0 0.0

Accounts payable 0.7 0.8 0.9 1.6

Dividends payable 0.0 0.0 0.0 0.0

Other current liabilities 0.2 0.8 0.8 1.3

Total current liabilities 1.6 1.7 2.9 4.2

Long-term debt 0.0 0.0 0.0 0.0

Total provisions 0.2 0.2 0.2 0.2

Total group equity 6.4 6.9 6.8 10.2

Total liabilities and equity 8.1 8.8 9.9 14.5 Source: Factset, TMT Analytics
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Skyfii Limited 

GENERAL ADVICE WARNING, DISCLAIMER & DISCLOSURES 

The information contained herein (“Content”) has been prepared and issued by TMT Analytics Pty Ltd ABN 17 

611 989 774 (“TMT Analytics”), an Authorised Representative (no: 1242594) of BR Securities Australia Pty Ltd. 

ABN 92 168 734 530, AFSL 456663. All intellectual property relating to the Content vests with TMT Analytics 

unless otherwise noted.  

DISCLAIMER 

The Content is provided on an as is basis, without warranty (express or implied). Whilst the Content has been 

prepared with all reasonable care from sources we believe to be reliable, no responsibility or liability shall be 

accepted by TMT Analytics for any errors or omissions or misstatements howsoever caused. Any opinions, 

forecasts or recommendations reflect our judgment and assumptions at the date of publication and may 

change without notice. TMT Analytics will not accept any responsibility for updating any advice, views, opinions 

or recommendations contained in this document.  

No guarantees or warranties regarding accuracy, completeness or fitness for purpose are provided by TMT 

Analytics, and under no circumstances will any of TMT Analytics, its officers, representatives, associates or 

agents be liable for any loss or damage, whether direct, incidental or consequential, caused by reliance on or 

use of the Content.  

GENERAL ADVICE WARNING 

The Content has been prepared for general information purposes only and is not (and cannot be construed or 

relied upon as) personal advice nor as an offer to buy/sell/subscribe to any of the financial products mentioned 

herein. No investment objectives, financial circumstances or needs of any individual have been taken into 

consideration in the preparation of the Content.  

Financial products are complex, entail risk of loss, may rise and fall, and are impacted by a range of market and 

economic factors, and you should always obtain professional advice to ensure trading or investing in such 

products is suitable for your circumstances, and ensure you obtain, read and understand any applicable offer 

document. 

DISCLOSURES 

TMT Analytics has been commissioned to prepare the Content. From time to time, TMT Analytics’ 

representatives or associates may hold interests, transact or hold directorships in, or perform paid services for, 

companies mentioned herein. TMT Analytics and its associates, officers, directors and employees, may, from 

time to time hold securities in the companies referred to herein and may trade in those securities as principal, 

and in a manner which may be contrary to recommendations mentioned in this document.  

TMT Analytics receives fees from the company referred to in this document, for research services and other 

financial services or advice we may provide to that company. The analyst has received assistance from the 

company in preparing this document. The company has provided the analyst with communication with senior 

management and information on the company and industry. As part of due diligence, the analyst has 

independently and critically reviewed the assistance and information provided by the company to form the 

opinions expressed in the report. Diligent care has been taken by the analyst to maintain an honest and fair 

objectivity in writing this report and making the recommendation. Where TMT Analytics has been commissioned 

to prepare Content and receives fees for its preparation, please note that NO part of the fee, compensation or 

employee remuneration paid will either directly or indirectly impact the Content provided. 

RECOMMENDATIONS 

TMT Analytics’ issues a BUY recommendation in case of an expected total shareholder return (TSR, share price 

appreciation plus dividend yield) in excess of 25% within the next twelve months, an ACCUMULATE 

recommendation in case of an expected TSR between 5% and 25%, a HOLD recommendation in case of an 

expected TSR between -5% and +5% within the next twelve months and a SELL recommendation in case of an 

expected total return lower than -5% within the next twelve months. 


