OFX Group Limited
Firms up its global FX services footprint

Diversified Financials

OFX Group Limited (ASX:OFX) is an Australian-based international money transfer
and foreign exchange (FX) services provider servicing consumer and business clients
globally via its digital platform. In FY22, OFX facilitated 1.18m transactions across 55
currencies worth A$33.2b. On 1 May 2022, OFX largely completed the A$98m debtfunded acquisition of Firma, a Canadian-based global FX business. Notably, Firma
represents OFX’s first major acquisition, is aligned to its strategic focus on the
corporate customer and North American geographic segments, and is expected to be
20% EPS accretive in year one. Following record results in FY22 ($147m net operating
income (‘NOI’), $44.5m underlying EBITDA, 30.3% EBITDA margin, operating
cashflows of $47.6m, free cashflows of $36.1m and $24.5m NPAT), OFX recently
disclosed Q1 (June qtr) FY23 financial metrics including 45% total NOI growth
(including Firma) and 13% organic NOI growth (excluding Firma) on the pcp, and reaffirmed its FY23 guidance for NOI of $200m-$212m and underlying EBITDA of $55m$60m. Given the value of the global FX payments services market is ~US$206b and
OFX’s market share is <0.05% (with banks/incumbents accounting for ~72%), there is
potential for it to capture increased market share.
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Share Details
ASX code

$2.72

Market capitalisation

$662M

Shares on issue

243.3M

Net cash at 31-Mar-2022*

$84.2M
~89%

*$32.6m net available cash (excl collateral/gtees)

Share Performance (12 months)
$3.00

OFX provides competitively priced international money transfers in 55 currencies through
its digital platform (complemented by localised 24/7 client support) and global banking
partner network. It generates revenue from fee and trading income primarily comprising
realised FX transaction margins (i.e. the difference between the FX rate it obtains from its
wholesale foreign exchange market providers and the FX rate it charges to customers) and
fees. OFX is focused on four customer segments: (1) High-value consumers; (2) Corporates
(typically monthly trading); (3) Online sellers (e.g. via Amazon); and (4) Enterprises (large
companies requiring cross-border payments for their customers: e.g. WiseTech). OFX’s FY22
revenue was slightly skewed to B2B/corporate (~52%), predominantly from recurring
customers (77% of revenue), and geographically split between APAC (55%), North America
(29%) and EMEA (16%). Its key strategic growth priorities currently lie in the corporate, online seller and enterprise customer segments and North American geographic segment.
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Upside Case
Stronger-than-expected corporate customer and
North American growth (including from Firma)
Accelerated debt repayments from cashflows
Capitalising on significant global growth
opportunities (OFX market share = <0.05%)

45% NOI growth in June quarter

Downside Case
Increased competition

At its recent 11 August AGM, OFX disclosed the following key Q1 (June qtr) FY23 financial
information: (1) NOI of $47.9m (up 45% on the pcp) with Firma contributing $10.5m; (2) 13%
organic NOI growth on the pcp (i.e. excluding Firma); (3) Corporate segment yoy growth of
83% (including Firma) or 20% (excluding Firma/organic); and (4) $14m debt repayment
facilitated by positive free cashflows. OFX also confirmed its FY23 guidance (originally
provided on 17 May) for NOI of $200m-$212m and underlying EBITDA of $55m-$60m, and
reiterated that it intends to repay the A$100m Firma-acquisition debt in under four years
(assuming no further material cash-based investments/acquisitions). In Q1, OFX also
completed a new reconciliation engine to enable instant processing of incoming payments.

Economic conditions curb some FX volumes
Growth and synergies from the Firma
acquisition are lower than expected

Catalysts
Exceeds FY23 guidance
Capital management initiatives

Trading at a discount to Wise and premiums to MGI and WU

Comparable Companies (Int’l)

OFX is trading at 11x forward (FY23f) EV/EBITDA and 22x FY23f PER (Source: Refinitiv). Whilst
there are no ASX-listed pureplay FX services peers, five of OFX’s larger competitors are listed
on overseas exchanges, namely Wise plc (formerly ‘TransferWise’) which listed on LSE in July
2021, NASDAQ-listed MoneyGram (MGI), Flywire (FLYW) and Payoneer (PAYO), and NYSElisted Western Union (WU). OFX currently trades at a significant discount to Wise’s ~29x
forward EV/EBITDA and ~54x forward PER, and the forward EV/EBITDA of FLYW and PAYO
(~89x and ~36x respectively). Relative to MGI and WU, OFX is trading at a premium on
forward EV/EBITDA (vs. ~8x for MGI and ~7x for WU), in-line with MGI on forward PER
(~22x), and at a premium to TU’s ~8x forward PER (Source: Refinitiv).

Wise (LSE:WISE), MoneyGram NASDAQ:MGI),
Flywire (NASDAQ:FLYW), Payoneer
(NASDAQ:PAYO), Western Union (NYSE:WU)

Board and Management

Historical earnings and ratios (in A$m unless otherwise stated)
Revenue

Share price (8-Sept)

Free float

Business model

Year
end

OFX

03/19a

128.7

Net
operating
income#
118.7

EBITDA
adj.*

NPAT rep.

EPS adj.* EV/Revenue EV/EBITDA
(c)
(x)
adj.* (x)

PER adj.*
(x)

36.0

17.1

8.5

4.7

16.6

32.2

03/20a

137.2

125.2

38.2

20.3

8.8

4.4

15.8

30.9

03/21a

134.2

117.9

29.1

12.1

5.3

4.5

20.7

51.7

03/22a

158.0

147.0

44.5

24.5

10.6

3.6

12.9

25.7

Source: Company data; #Revenue less fee and comm expenses; *EBITDA, EPS adjusted for onetime items
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This report should be read in conjunction with the disclaimers and Financial Services Guide on pages 2-4.

FINANCIAL SERVICES GUIDE
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About Us
BR Securities Australia Pty Ltd (BR) is the holder of Australian Financial Services License (“AFSL”) number
456663. RaaS Advisory Pty Ltd (RaaS) is an Authorised Representative (number 1248415) of BR.
This Financial Service Guide (FSG) is designed to assist you in deciding whether to use RaaS’s services and
includes such things as
who we are
our services
how we transact with you
how we are paid, and
complaint processes
Contact Details, BR and RaaS
BR Head Office: Level 14, 344 Queen Street, Brisbane, QLD, 4000
RaaS. 20 Halls Road Arcadia, NSW 2159
P: +61 414 354712
E: finola.burke@raasgroup.com
RaaS is the entity providing the authorised AFSL services to you as a retail or wholesale client.
What Financial Services are we authorised to provide? RaaS is
authorised to
provide general advice to retail and wholesale clients in relation to
Securities
deal on behalf of retail and wholesale clients in relation to
Securities
The distribution of this FSG by RaaS is authorized by BR.
Our general advice service
Please note that any advice given by RaaS is general advice, as the information or advice given will not take
into account your particular objectives, financial situation or needs. You should, before acting on the advice,
consider the appropriateness of the advice, having regard to your objectives, financial situation and needs. If
our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any
relevant Prospectus, Product Disclosure Statement or like instrument. As we only provide general advice we
will not be providing a Statement of Advice. We will provide you with recommendations on securities
Our dealing service
RaaS can arrange for you to invest in securities issued under a prospectus by firstly sending you the offer
document and then assisting you fill out the application from if needed.
How are we paid?
RaaS earns fees for producing research reports. Sometimes these fees are from companies for producing
research reports and/or a financial model. When the fee is derived from a company, this is clearly highlighted on
the front page of the report and in the disclaimers and disclosures section of the report.
We may also receive a fee for our dealing service, from the company issuing the securities.
Associations and Relationships
BR, RaaS, its directors and related parties have no associations or relationships with any product issuers other
than when advising retail clients to invest in managed funds when the managers of these funds may also be
clients of BR. RaaS’s representatives may from time to time deal in or otherwise have a financial interest in
financial products recommended to you but any material ownership will be disclosed to you when relevant
advice is provided.
Complaints
If you have a complaint about our service you should contact your representative and tell them about your
complaint. The representative will follow BR’s internal dispute resolution policy, which includes sending you a
copy of the policy when required to. If you aren’t satisfied with an outcome, you may contact AFCA, see below.
BR is a member of the Australian Financial Complaints Authority (AFCA). AFCA provide fair and independent
financial services complaint resolution that is free to consumers.
Website: www.afca.org.au; Email: info@afca.org.au; Telephone: 1800931678 (free call)
In writing to: Australian Financial Complaints Authority, GPO Box 3, Melbourne, VIC, 3001.
Professional Indemnity Insurance
BR has in place Professional Indemnity Insurance which satisfies the requirements for compensation under
s912B of the Corporations Act and that covers our authorized representatives.
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DISCLAIMERS and DISCLOSURES
This report has been prepared and issued by RaaS Advisory Pty Ltd trading as Research as a Service (“RaaS”). This research is
issued in Australia by RaaS and any access to it should be read in conjunction with the Financial Services Guide on the preceding two
pages. All information used in the publication of this report has been compiled from publicly available sources that are believed to be
reliable. Opinions contained in this report represent those of the principals of RaaS Advisory at the time of publication. RaaS Advisory
provides this financial advice as an honest and reasonable opinion held at a point in time about an investment’s risk profile and merit
and the information is provided by the RaaS Advisory in good faith. The views of the adviser(s) do not necessarily reflect the views of
the AFS Licensee. RaaS Advisory has no obligation to update the opinion unless RaaS Advisory is currently contracted to provide
such an updated opinion. RaaS Advisory does not warrant the accuracy of any information it sources from others. All statements as to
future matters are not guaranteed to be accurate and any statements as to past performance do not represent future
performance. RaaS Advisory’s principals, employees and associates may hold shares in companies that are covered and, if so, this will
be clearly stated on the front page of each report.
Assessment of risk can be subjective. Portfolios of equity investments need to be well diversified and the risk appropriate for the
investor. Equity investments in listed or unlisted companies yet to achieve a profit or with an equity value less than $50 million should
collectively be a small component of a balanced portfolio, with smaller individual investment sizes than otherwise.
The science of climate change is common knowledge and its impacts may damage the global economy. Mitigating climate change
may also disrupt the global economy. Investors need to make their own assessments and we disclaim any liability for the impact of
either climate change or mitigating strategies on any investment we recommend.
Investors are responsible for their own investment decisions, unless a contract stipulates otherwise. RaaS Advisory does not stand
behind the capital value or performance of any investment. Subject to any terms implied by law and which cannot be excluded, RaaS
Advisory shall not be liable for any errors, omissions, defects or misrepresentations in the information (including by reasons of
negligence, negligent misstatement or otherwise) or for any loss or damage (whether direct or indirect) suffered by persons who use or
rely on the information. If any law prohibits the exclusion of such liability, RaaS Advisory limits its liability to the re-supply of the
Information, provided that such limitation is permitted by law and is fair and reasonable. Copyright 2022 RaaS Advisory Pty Ltd (A.B.N.
99 614 783 363). All rights reserved.
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