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Using its network and CRM platform to offer global partners local solutions for
end users
United Networks Limited (UNL) is a multi-carrier, B2B
telecommunications solutions provider offering Global Roaming
Solutions, focusing on white label and reseller services for global
travellers and business travellers worldwide.

COMPANY DATA

UNL enable their partners’ customers with
1. Global SIM cards;
2. Wi-Fi Hotspot access which connects 57m hotspots in over
120 countries; and
3. Enhanced Location Based Services.
UNL specialises in enabling non-traditional enterprise partners to
become Service providers. UNL has launched more than 25
enterprise partners’ White Labelled Global Sim cards across
Australia, New Zealand, Canada and Malaysia. UNL’s products
products include




Global roaming SIMs that connect to 190 Countries with
500+ Networks
Unlimited Wi-Fi App solutions connecting to 57+ Million
hotspots,

Number of shares

125.8M

Market capitalisation

$25.2M

Free Float (%)

29.2

12 month high/low

$0.26/$0.195

Average Daily Turnover ($M)

0.1

% S&P/ASX 200

N/A

% All Ordinaries

N/A

DDM Ranking

On-boarded partners produce a positive cash return from Day 1.
However, the IPO has contributed to a delay of approximately six
months for the on-boarding of partners.
With the IPO proceeds UNL intends to beef up its business
development and international expansion whilst also developing
and deploying enhanced services.

Revenue ($M)
EBITDA ($M)
Reported NPAT ($M)
Adjusted NPAT ($M)
Reported EPS (¢)
Adjusted EPS (¢ - FD)
Adjusted EPS growth (%)
Adjusted P/E (x)
Dividend (¢/sh)
Net yield (%)
ROIC (%)

2017F

2018F

2019F

7.6
1.0
0.7
0.7
0.5
0.5
13.6
41.8
0.0
0.0
0.0

8.2
-0.9
-1.0
-1.0
-0.7
-0.7
(229.7)
-32.3
0.0
0.0
0.0

25.0
7.3
5.2
5.2
3.6
3.6
(633.8)
6.0
1.8
8.3
8.3

33.6
11.1
7.9
7.9
5.6
5.6
52.5
4.0
2.8
12.6
12.6

4.9

-3.3

25.8

34.3

Share Price Performance
$0.260

$0.250
$0.240

The upshot is that FY17 can probably be considered to be the year
in which the springboard for the future growth of the business is
set down.

$0.230

We are initiating coverage on UNL with a 12-month price target of
A$0.55/sh and a BUY recommendation. The price target is
underpinned by our DDM valuation and uses a cost of equity of
8.1%.

2016A

Source: Factset, APP Securities

Consequently, FY17 is now expected to be a year of on-boarding
large new partners whilst also rolling out the Wi-Fi App.

Valuation

Telecommunications

Earnings Summary (AUD)
Year end June

Gross yield (%)

Local fixed line, mobile, VoIP and data.

N/A

GICS Industry Group

$0.220
$0.210
$0.200
$0.190
Jan-17

Disclaimer: APP SECURITIES PTY LTD has received during the past 12
month’s compensation for the provision of research services from the Source: APP Securities, Company Reports.
company, its parent, or its wholly owned or majority owned subsidiary. APP Securities contributes all company estimates to Bloomberg, Thomson
APP SECURITIES PTY LTD expects to receive or intends to seek Reuters, FactSet and Capital IQ
compensation for the provision of research services in the next 3 months Note: Numbers displayed are a sub-set
from the company, its parent, or its wholly owned or majority owned
subsidiary.
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COMPANY OVERVIEW
United Networks Limited (UNL) is a telecommunications provider. It is a Mobile Virtual Network Enabler (MVNE) in
the International Mobile Roaming (IMR) market and service provider in the Australian telecommunications market,
allowing for low infrastructure capital costs and broad-reaching access to a large global customer base through its
Enterprise Customers.
The Company has developed proprietary technology which allows enterprises to offer value-add bundles which
include their core product and UNL’s products. By “white labelling” its global roaming and data products for large
B2C businesses, UNL’s corporate customers are able to develop other revenue opportunities, assisted by the
location based service, made possible from the underlying UNL network. This is all managed through UNL’s own
custom built CRM system, the Global Access Portal (GAP) and UNL’s Apps which allows UNL to efficiently set up
and bring Enterprise Customers to market.
UNL has enhanced its voice and data global roaming offering by developing a real time location-based services
(“LBS”) messaging system. The Location Based services allow UNL differentiate it core offering and giving partners
valuable data and direct access to their end customers whilst they are travelling. For the Local telecommunications
solutions including fixed line, mobile, VoIP and data. UNL’s business is comprised of 3 areas:
Figure 1: Providing a Simple Solution that Matters

Sourced: UNL Company presentation

PRODUCTS AND SOLUTIONS
UNL provides white-label solutions to their (enterprise) customer’s user-base. UNL takes the enterprise customer’s
core product offering and provides relevant product and service offers by bundling the global roaming product as a
white-label service. UNL’s focus moving forward is on providing Value Added Services using location based tracking
to enhance the product offerings in market and develop new products.
Voice and Data Solutions
UNL’s prepaid Global SIM triple fit sim allows all mobile phones and tablets to connect to over 500 carriers in 190
countries. This allows End-Users to access competitive roaming rates throughout their travels no matter where
they are.
UNL bundles the Global SIM with the Enterprise Customer’s core product offering and works directly with that
Customer to make relevant offers to the customer’s database as a white-label service. UNL also has a local resale
business of fixed and data rebilling of Telstra and Optus services.
Value-Added and Location-Based Services
UNL has enhanced its voice and data global roaming offering by developing an efficient real-time Location-Based
Services messaging system that can be incorporated into the customer’s core product offering. The location-based
messaging and alert features gives the enterprise customers the ability to offer added value and to stay in contact
with the End-Users as they travel. The services leverage cellular, Wi-Fi and GPS data to determine the location of
the End-User, allowing UNL’s Enterprise Customers to:
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Track its users and send relevant, location-based offers (e.g. offer discount tickets to climb the Sydney
Harbour Bridge when the network has detected you are near it);



Broadcast messages to users regarding emergencies (e.g. natural disaster warnings);



Enable support team to assist travellers with issues; and



Stay in contact in the event of emergencies

The ability for Enterprise Partners to be able to send relevant and timely messages, alerts and offers to customers
is an extremely promising service that UNL will flesh out fully in the near future.

WI-FI APP
In January 2017 UNL introduced an Unlimited Data Wi-Fi App under its own name and a version for its White Label
customers which will be progressively rolled out from February 2017.
The first of those customers, London Drugs in Canada, is launching the first promotion in February 2017 across all
stores and online. Selected existing White Labelled partners and new partners have begun testing the app and we
anticipate the commercial rollout of the App under its clients’ brand name(s) progressively from March 2017.
The Unlimited Data Wi-Fi App:


Retails for less than 50 cents a day;



Utilises over 57 million hotspots globally in over 120 countries;



Connects seamlessly to hotels, trains, airports and open and public Wi-Fi outlets with a single logon;



Works on Android and Apple iOS operating systems; and



Is downloadable from the United’s website and at www.unitedglobalsim.com.

WI-FI APP - SECURITY
Currently when user login to Wi-Fi Hotspots they are giving away key security details. The United App supports a
Single Sign on functionality which means the customer no longer needs to give personal details - the United key
automatically connects customers with out giving away personal data.
All Hotspots both premium paid and free services are vetted before integrated into the network too.

CONNECTED DATA AND REAL TIME ANALYTICS
UNL has one platform that handles multiple products across multiple partners and countries. The Global SIM App
allows SIM users to easily manage their account, make calls, contact support, check their balance, top up their
account, check rates, add day bundles or data packs, connect to the recommended networks and send free webbased SMS.
Through the GAP portal, resellers’ have the capability to monitor usage patterns and proactively engage and push
location based ads and emergency alerts globally in seconds. The GAP Location Services has been used extensively
by some of its insurance partners.
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Figure 2: Connected Data and Real Time Analytics

Data Sourced: UNL presentation

Local SIM
The impetus for UNL to provide a competitive, white labelled local SIM product has come from its corporate
customers. According to Tourism Australia, for the year ending 30 September 2016, there were 8.1 million
international arrivals in Australia.
Funding from the IPO will enable UNL to contract with a local SIM provider. Discussions have been occurring over
the last 6 months. UNL hopes to announce commercial terms with one of the three major Australian
telecommunications companies shortly.
By providing its B2B clients’ customers with a local competitively priced telecommunications product, UNL believes
that it will allow international visitors to be “treated like a local”. UNL’s solutions allows it ensure the customers
are connected before they land in the country.

WHAT’S IN MARKET & NEW FEATURES
UNL has a clear road map for all of its products. The current Apps and SIM cards are focused on the core issue of
allowing them to use the phone as they would at home. UNL roadmap will work to grow and diversify its revenue
streams for its value added services business.
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Figure 3: Global SIM App

Data Sourced: UNL presentation

MARKET DESCRIPTION
UNL operates in a competitive market. There are multiple global and local products and solutions which compete
with UNL global roaming SIM and WI-FI product. Industry trends relevant to IMR market providers are:
 Continued growth in mobile device penetration;
 Continued growth in data consumption; and
 Increase in international travel
International Mobile Roaming Market Trends
Roaming prices remain a controversial issue. This has resulted in mobile users turning to alternative solutions such
as global roaming Sims, Wi-Fi hotspots and local SIM cards. For global travellers, there has been a prevalence of
‘Silent Roamers’. Silent roamers are those who do not use voice and data services in part or in full while they roam.
They represent a non-user segment. Recent figures indicate as much as 70% of travellers are silent.
The global travel industry is positioned for a period of sustained growth over the next 8 years, with forecasts
projecting travel to grow by 5.4% per annum over the next 8 years.
Key industry trends driving market growth for Telco service providers in Australia are:


IMR Market expected to be $74.5 Billion USD in 2016;



7.8 Billion Mobile devices globally in 2015;



Introduction of the NBN and its continued rollout; and



continued growth in data consumption, driven by technology improvements and evolving subscriber
preferences along with continued increase of mobile penetration
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The revenue of the Australian telecommunications market is estimated at approximately $42 billion a year. This
comprises services including mobile, fixed line, broadband, and Ethernet and IP telephony. Four companies
dominate the Australian market share for fixed voice and data with over 85% market share and three companies
maintain a market share of 90% for mobile services. The Telecommunications market continues to grow, driven by
a rapid uptake of the latest mobile technology and the National Broadband Network (NBN) rollout.
Figure 4: Global Roaming Facts

Data Sourced: UNL presentation

COMPETITIVE LANDSCAPE
Outbound Solutions: provided by network operators such as Optus, Telstra and Vodafone Australia. These
network operators provide international roaming solutions for their customers.
Inbound Solutions: provided by MNO’s and MVNO’s are roaming services acquired upon landing at the destination
and include prepaid travel packs such as Vodafone Italy’s Smart Passport offering.
Wi-Fi Solutions: Competitors including other applications providers such as Fon and Boingo. These competitors
provide similar solutions to the UNL Wi-Fi App.
International Roaming SIM: Providers are those providing similar products to UNL such as ZipTel, Flexiroam, Travel
SIM and Aussie SIM.

There is also a range of MVNO and Service Provider competitors that focus on niche markets such as:


Enterprise and Security;



Price Driven Product offering to Small Business and Residential;



VoIP; and



Small-to-Medium Business
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Figure 5: Global mobile-phone messaging traffic

Data Sourced: @WSJGraphics

UNL provides white label solutions to enterprise customers across four countries - Australia, New Zealand,
Malaysia and North America. Their enterprise partners include NRMA, Flight centre, Helloworld, Coles, Medibank,
Malaysian Airlines.
UNL’s two most prominent customers, Cover-More and Flight centre – both have recently made acquisitions.

UNL’S COMPETITIVE ADVANTAGE
UNL’s current competition can be split by its two operating divisions. Its local telecommunications business faces
direct competition from other Australian telecommunications resellers and networks operators.
UNL’s roaming business competes with a number of Australian and international competitors who provide a
similar range of roaming products.
UNL’s main advantage is its business model is its low cost of customer acquisition model – UNL’s works directly
with its partners to make value added offers to their customers
UNL sees its other competitive advantage in the following areas:
 The GAP enablement platform and enhanced location based services
 Access to the existing partners End-Users data base
 Ability to enable new customers both a low-cost roaming sim solution and Unlimited Wi-Fi.
The Company has developed proprietary technology which allows enterprises to offer value-add bundles which
include their core product and UNL’s products. This is all managed through UNL’s own custom built CRM system,
the Global Access Portal (GAP) and UNL’s Apps which allows UNL to efficiently set up and bring Enterprise
Customers to market. GAP has been developed to support the products and services of UNL, integrating orders,
billing, marketing,
Customer support and distribution into the one platform provides UNL with a single-view of its customer database,
allowing UNL to target and retarget its expanding database through the automated e-mail messaging module at
specific points in the customers’ purchasing experience.
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UNL‘s three main competitors include Flexiroam Limited, Norwood Systems Limited and Ziptel Limited. Ziptel and
Flexiroam is UNL’s closest competitor, both operating in Thailand and Malaysia. UNL recently signed contracts with
Malaysia putting pressure on the competition.

UNL WI-FI COVERAGE
UNL Wi-Fi access is gives users access 120+ countries across 57+ Million Hotspots Globally. The App has
significant Coverage across key markets of Europe, UK, USA, China, Hong Kong, South Korea, Indonesia Bali these
are key destinations for UNL Partners customers.
Unlimited APP use case Scenario:
“You could land in Heathrow airport have connectivity, catch the Heathrow express into London and have
seamless connectivity in London on Wi-Fi for $0.50 a day. Some of the major hotel chains including Sheraton,
Marriot, Hilton and many more listed below, have all given access to their free zones and paid hotel rooms
without having to login with hotel rooms”
Figure 6: Top 5 Countries with Wi-Fi Access Points

Data Sourced: UNL presentation

TIMELINE
In 2009 UNL launched UNL Mobile Resale, by 2010 they had launched as a service provider, with total sales of
$50,000. Into 2011 UNL signed agreements with Optus as a wholesaler, and in 2012 started Cover-more Trial,
website and the UNL Global SIM website. The Cover-more global SIM was launched to more than 10 partners
with 10,000 sim activations and $1 million in total sales, as of 2013. 2014 saw total sales of $5 million.
UNL launched Coles Supermarket trial, opened in the BRCK, started emergency assistance roadside clubs with
NRMA, SGIO, and SGIC in conjunction with Cover-more and expanded into New Zealand. In 2015, UNL launched
its White-label roaming SIM to all Coles Supermarkets; they expanded into Malaysia with Malaysian airlines also
into Canada with Flight Centre and retailer London Drugs and used its location based services for the first time
during the Nepal earthquake. SIM activations grew to 100,000 and over $6 million in total sales. Currently in
2016, UNL completed its initial public offering and listing on the ASX, has delivered enhancements to its location
tracking portal and launched the new Wi-Fi Unlimited Data App.
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Figure 7: UNL Timeline

Data Sourced: UNL presentation

GROWTH STRATEGY
Going forward, UNL’s growth strategy involves:
•

Growth in existing products and channels under its white label program;

•

Monetisation of analytical data;

•

Location based services;

•

Using its network and CRM platform to offer global partners local solutions for end users; and

•

New products such as Wi-Fi and SIM-less technology.
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Initial Public Offering
UNL’s Initial Public Offering (“IPO”) raised $7.135 million. The Directors were pleased with the level of support
from the existing pre-IPO shareholders for the offering. The IPO also saw a number of institutional investors and
family offices join the share register.
The Directors believe that with the proceeds in hand, the company is well placed to create value for all UNL
shareholders. Over the next 12 months UNL’s intention is to:
•

Become a white label provider of SIMs in the local Australian telecommunications market;

•

Establish an on-ground presence in the Asia and North America;

•

Expand the corporate customer reach globally;

•

Establish new relationships with a number of global industry participants in the following sectors

1.

Insurance;

2.

Airlines;

3.

Travel portals;

4.

Banking and finance.

NEPAL CASE STUDY
In 2015 there was a devastating earthquake that hit Nepal; UNL’s location based serviced allowed Cover-More
to fly out to Nepal to help and locate their customers. UNL offering additionally sent out warning messages to
clients guiding them with what to do and where to go.
Figure 8: Nepal case study

APP Securities Pty Ltd ABN 45 112 871 842
Sydney Office: Level 41, 259 George Street Sydney NSW 2000 Australia

28 February 2017
Tel: (61) 2 9226 0000

11

Website: www.appsecurities.com.au

APP Securities Research

United Networks Limited

KEY RISKS
The Company is subject to a number of risks and other factors that may impact its future performance, the
market price at which its shares trade and the outcome of any investment in the company

SPECIFIC RISK FACTORS

Loss of Key
Customer/s or their
business

UNL’s future revenue prospects are heavily reliant on the continued business of key customers. The loss
of key customers or some of their customers would adversely affect the Company’s business results.
Approximately 38% of UNL’s revenues were derived from a single key customer and its customers for the
12 months ending 30 June 2016. Whilst this percentage is declining as new partners are joining UNL, a
loss or reduction of the business with that key customer would have a material adverse effect on the
Company’s business. UNL is currently negotiating with this key customer changes to the existing
agreement including the calculation of certain customer satisfaction scores that need to be met during
the 3 months ending 23 December 2016 and an extension of that period. If these negotiations are
unsuccessful and the scores remain unchanged, UNL is unlikely to meet them and this will entitle the Key
Customer to end the agreement within 180 days of that date.

Growth Prospects
and Acquisitions

Their desire to secure a percentage in the global market exposes the company to increasing domestic and
global competition. UNL’s growth prospects are dependent upon a number of factors, including,
customer take up and execution of rollout as well as the success of investments in or acquisitions by UNL
of complementary companies, services or products, which Involve various risks.

Intellectual
Property risk

There may be third party (or related) companies that challenge the Company’s intellectual property
rights.

Political and legal
risk

The Company will look to sell its products globally which will make it subject to local laws and
regulations. The Company’s operations may be subject to any regulations that may hinder or delay the
cash flow, incur increased fees and costs.

Security Risk

The company may be vulnerable to potential hacking, data loss, theft or corruption to some extent

Additional
requirements for
capital

If the company is unable to obtain additional financing as needed, it may be required to reduce the scope
of its operations and scale back its expansion and development programs.

Future Market
Acceptance

The potential future sale of shares that are subject to restriction agreements and escrow arrangements
could adversely affect the price of shares in the company.

Competition

The company faces substantial competition as new and existing companies enter the market and
advances in research and technology become available. The Company’s services, expertise and product
may be rendered obsolete or uneconomical by advances or entirely difference approached developed by
either the Company or one or more of its competitors.

International
agreement

The company has entered into contractual relations with parties that are domiciled in foreign jurisdictions.
There is a scope for changes in contract law, property law and intellectual property in developing foreign
jurisdictions that is beyond the control of the company and may affect the Company’s ability to carry on
its business, including the enforceability of its contractual arrangements
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INVESTING RISK FACTORS
Market
Fluctuations

The shares are to be quoted on ASX, where their price may rise or fall in relation to the offer price.

Economic
Conditions

Operating and financial performance influenced by a variety of general economic and business conditions.

Share market risk

Share market is a volatile market that is exposed to many domestic and foreign factors. It may be affected by
but not limited to economic outlook, interest and inflation rates, currency fluctuation, changes in demand and
supply,

Taxation Issues

There will be taxation consequences for every acquisition and disposal of Shares. The Company accepts no
responsibility in regards to taxation consequences hence it is advised that all potential investments should
obtain independent financial advice.

New Business
Initiatives

To continue pursuing its objective, the company may from time to time undertake new business initiatives.
Such arrangements have the potential to expose the company to risks commonly associated with such
initiatives, including assimilating the new operations and personnel into the company. There can be no
assurance the potential initiative will not have a materially adverse effect on the company’s business, financial
conditions and operations

Insurance

The company intends to obtain insurance where it is considered appropriate for its needs. However, the
company would not expect to be insured against all risks, either if appropriate cover is not available or because
Directors consider the required premium to be excessive having regard to the benefits that would accrue.

Litigation risks

As part of regular business activities, the company is exposed to possible litigation risks including contractual
disputes, occupational health and safety claims and employee claims. The company may also be involved in
disputes with other parties in the future which may result in litigation. Any such claim or dispute, if proven,
may impact adversely on the Company’s operations, financial performance and financial position.
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ASX LISTED COMPETITORS
ASX Code

Companies

Description

FRX:ASX

Flexiroam

Flexiroam Ltd. engages in the provision of prepaid international mobile roaming services.
It offers unlimited flat-rate voice and data roaming services to international outbound
travellers. The company was founded on May 21, 2010 and is headquartered in Perth,
Australia. Flexiroam, with its operations concentrated in South East Asia is in a unique
and strategic position to capture Asia Pacific region data market share.
Sales Revenue 2016: $4,757,407

NOR:ASX

Norwood

Norwood Systems Ltd. provides telecommunication services. It develops on-line
communications software and also provides mobility products and roaming solutions. The
company offers CORONA, a cloud service offering, giving corporate connectivity and access
to their network leveraging off non-cellular platforms. The company was founded by Paul
Ostergaard and David Wilson in June 2011 and is headquartered in Perth, Australia.
Sales Revenue 2016: $703,386

ZIP:ASX

Ziptel Limited

Ziptel Ltd. operates telecommunications business focused on providing international
roaming and calling solutions to the consumer. The company operates its business through
two segments: AussieSim and ZipT. The AussieSim segment deploys a prepaid travel sim
card into the overseas travel market assisting Australian travellers to avoid major bill shock.
The ZipT segment is a mobile based VOIP communication application that allows consumers
to SMS and makes international calls from their mobile, at some of the world's lowest
rates. The company was formerly known as Beyond Sportswear International Ltd. and
changed its name to Skywards Ltd. in August 2013. Ziptel was founded on March 4, 2004
and is headquartered in Port Melbourne, Australia.
Sales Revenue 2016: $762,388

TLS:ASX

Telstra
Corporation
Limited

Telstra Corp. Ltd. provides telecommunications and information services in Australia and
internationally. The company provides fixed and mobile network infrastructure, broadband
access and Internet services, wholesale services and cable distribution services. It offers
basic access services, local and long distance telephone calls, broadband access and
content services, data and Internet services, and cable distribution services, as well as
advertising, search, and information services, pay television, international connectivity,
roaming, and 3G network services, as well as management services. The company operates
through its segments: Telstra Consumer, Telstra Business, Telstra Enterprise and
Government, Telstra Wholesale, Telstra Operations, Telstra International, Telstra Media
Group, TelstraClear. Telstra was founded in 1901 and is headquartered in Melbourne,
Australia.
Sales revenue 2016: $25.8 billion

NON-ASX LISTED COMPETITORS
N/A

SingTel Optus
PTY Limited

SingTel Optus Pty Ltd. provides communications solutions. Its services include mobile,
telephony, business network services, internet, satellite services and pay television. The
company was founded in 1991 and is headquartered in Sydney and holds an 18.2 per cent
market share.

N/A

Vodafone
Hutchison
Australia PTY
Limited

Vodafone Hutchison Australia (VHA) is a mobile telecommunications company that
operates the Vodafone brand in Australia. The result of a merger between Vodafone
Australia and Hutchison 3G Australia, it created a mobile communications entity of nearly
7 million subscribers, A$4 billion in annual revenue and a 9.2 per cent market share
making it Australia's third largest mobile telecommunications provider
behind Telstra and Optus.
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FINANCIALS
Profit and loss A$m
Sales revenue
Operating costs
EBITDA
D&A
EBIT
Net interest
PBT
Tax
NPAT before minorities
Minority interests
Reported NPAT
Non-recurring items
Underlying NPAT
EPS diluted (c)

2016a
7.5
(6.5)
1.0
1.0
1.0
(0.3)
0.7
0.7
0.7
0.5

Cashflow A$m
EBITDA
Change in WC
Tax paid
Other
Net interest
Dividends paid
Operating cashflow

2016a
1.0
1.1
(0.3)
1.9

Purchase of PP&E
Other
Investing cashflow
Debt proceeds
Equity proceeds
Financing cashflow
Exchange rate adjustment
Net cashflow
Balance sheet A$m
Cash
Receivables
PP&E
Intangibles
Deferred tax
Inventory
Other
Total assets
Accounts payable
Debt
Provisions
Other
Total liabilities
Reserves and share capital
Retained earnings
Total equity

2017e
8.2
(7.1)
1.0
1.0
(0.1)
0.9
(0.3)
0.6
0.6
(0.8)
(0.1)

2018e
25.0
(17.7)
7.3
7.3
(0.1)
7.2
(2.0)
5.2
5.2
5.2

(0.1)

3.6

2019e
33.6
(22.5)
11.1
11.1
(0.1)
11.0
(3.1)
7.9
7.9
7.9
5.6

2020e
43.1
(27.8)
15.3
15.3
(0.1)
15.2
(4.3)
10.9
10.9
10.9

Financial metrics
Sales growth %
EPS growth %

2016a
26.0
1342.8

2017e
8.4
-114.2

2018e
206.1
-5030.4

2019e
34.5
52.5

2020e
28.1
37.8

13.7
13.7
16.1
N/A

12.4
12.4
-9.6
8.9

29.3
29.3
-9.5
64.1

33.1
33.1
-12.7
97.3

35.5
35.5
-25.0
133.6

5.2
4.9

-0.5
3.7

21.4
24.4

28.0
32.7

32.4
37.8

W'td ave shares (m)
W'td average shares diluted (m)

125.8
141.8

125.8
141.8

125.8
141.8

125.8
141.8

125.8
141.8

Sales and earnings multiples
P/E x
EV/EBITDA x
EV/EBIT x
EV/sales x
Dividend yield %

2016a
8.0
71.9
71.9
9.8
2.2

2017e
7.4
73.1
73.1
9.1
4.6

2018e
6.8
10.1
10.1
3.0
7.3

2019e
6.8
6.7
6.7
2.2
7.3

2020e
7.8
4.9
4.9
1.7
8.3

EBITDA margin %
EBIT margin %
Gearing (ND/ND&E) %
Interest cover (EBIT/Net int)
Average ROE %
Average ROA %

7.7

2017e
1.0
(0.9)
(0.3)
(0.1)
(0.3)

2018e
7.3
(0.5)
(2.0)
(0.1)
(3)
2

2019e
11.1
(1.0)
(3.1)
(0.1)
(4)
3

2020e
15.3
(1.0)
(4.3)
1.0
(0.1)
(5)
5

-

(1.9)
(0.8)
(2.6)

(1.9)
(1.9)

(1.9)
(1.9)

(1.9)
(1.9)

-

(1.5)
7.5
6.0

-

-

3.5

1.9

3.1

0.2

1.1

2016a
0.7
2.3
0.7
16.9
0.2
0.1
0.3
21.2

2017e
3.8
3.5
2.6
16.9
0.2
0.1
0.3
27.5

2018e
4.0
4.0
4.4
16.9
0.2
0.1
0.3
30.1

2019e
5.1
5.0
6.3
16.9
0.2
0.2
0.3
34.0

3.5
3.4
0.2
7.0

3.8
1.9
0.2
5.9

3.8
1.9
0.2
5.9

3.8
1.9
0.2
5.9

3.8
1.9
0.2
5.9

14.2
14.2

21.7
(0.1)
21.6

21.7
2.5
24.2

21.7
6.4
28.1

21.7
11.8
33.5

2020e
8.6
6.0
8.1
16.9
0.2
0.2
0.3
40.4

DDM valuation
8.1% cost of equity, 3.0% terminal growth, no franking of dividends
Enterprise value
Net cash (debt)
Equity value
Shares on issue
Ordinary shares
Options
Convertible Notes
Fully diluted

A$m A$/share
74.2
3.8
78.0 $

0.55
m
125.8
16.0
141.8

Substantial shareholders
Autopilot Consulting Pty Ltd (N Ghattas)
Temont Pty Ltd (A Ghattas)
Farjoy Pty Ltd
CVC Limited
Leda Holdings Pty Ltd
Bond Street Custodians
Humberto Vieira
Tuwele Pty Ltd
Rolay Pty Ltd
Liyah Pty Ltd

mInterest (%)
38.2
30.4%
38.2
30.4%
5.0
4.0%
3.3
2.6%
2.5
2.0%
2.5
2.0%
1.7
1.3%
1.7
1.3%
1.3
1.1%
1.3
1.1%
95.7
76.1%

Data Sourced: APP Securities
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VALUATION
We are initiating coverage on UNL with a 12-month price target of A$0.55/sh and a BUY recommendation. The price
target is underpinned by our DDM valuation and uses a cost of equity of 8.1%.
However, all the more traditional valuation methods are equally compelling with regard to the earnings multiples on
the preceding page.

OPERATIONAL UPDATE
On 31 January 2017 UNL announced an operational update with the launch of the new UNL Wi-Fi App; and a
decrease of up to 50% in supplier costs of data to UNL SIMs.
Wi-Fi App
The first of those customers, London Drugs in Canada, is launching the first promotion in 2017 across all stores and
online. Selected existing white labelled partners and new partners have begun testing the app and anticipate the
commercial rollout of the App under its clients’ brand names(s) progressively from March 2017.

THE UNLIMITED WI-FI DATA APP


Costs less than $0.50 a day;



Utilises over 57 million hotspots globally in over 120 countries;



Connects seamlessly to hotels, trains, airports and open and public Wi-Fi outlets with a single logon;



Works on android and Apple iOS operating systems; and



Is downloadable from the UNL’s Website and at www.unitedglobalsim.com.

SIM Data Cost
The cost of providing data via a SIM has become significantly cheaper for UNL. In pricing schedules delivered to UNL
to apply from 1 February 2017, UNL’s costs of third part provision of data are likely to decline by up to 50%.
This has meant that for the Global SIM product, UNL has;
1.

Reduced its pricing by 50% on its 1gb packs;

2.

Made 2GB packs available for less than 5.4 cents a MB; and

3.

Added more countries to the packs

From a corporate partner perspective, both products can be combined to offer better and more cost effective offers
to their customers across multiple platforms.
United Networks CEO Nicholas Ghattas said “We can now offer Unlimited Wi-Fi for $0.50 a day and a more cost
effective mobile data product than our competitors with greater data availability in more countries, whilst reducing
the cost of distribution. We expect the business effects for UNL to be higher volumes and take up while maintaining
margins in offering cheaper and better products”
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BOARD OF DIRECTORS
Nicholas Ghattas – CEO & Director


Managing Director
United Networks (ULG) 2009 – Present (7 years) Sydney, Australia
United Networks and United Global SIM is a Global Telecommunications company specialising in multi carrier
telecommunications enabling large enterprises to become telecommunications providers



Director
United cellars December 2012 – Present (3 years 10 months) Sydney, Australia



Managing Director
United Networks July 2009 – Present (7 years 3 months) Darlinghurst, Sydney
Anthony Ghattas – Non-Executive Chairman



Non-Executive Chairman
United Networks Ltd (UNL) 2009 – Present (7 years) Global telecommunications specialist providing flexible
solutions for all telecommunication solutions



Director
United global Sims February 2013 – Present (3 years 8 months)



Director
Wine First Canada October 2012 – Present (4 years) Leader provider of winery consumer direct marketing
services throughout Canada



Director
Wine First International November 2009 – Present (6 years 11 months)
A leading provider of Winery consumer direct marketing services throughout Australia and New Zealand
Charbel Nader – Non-Executive Director



Non-Executive Director
United Networks (ULG) November 2015 – Present (11 months) Sydney, Australia



Director
Madman Entertainment July 2014 – Present (2 years 3 months)



Deputy Chairman – Non-Executive Director
New Talisman Gold Mines Limited (ASX: NTL) August 2016 – Present (2 months) Auckland, New Zealand
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This Research has been prepared and issued by APP Securities Pty Ltd (“APP Securities”) and remains the property of APP Securities Pty Ltd. No material contained in this Research may be
reproduced or distributed, except as allowed by the Copyright Act, without the prior written approval of APP Securities.
This report has been prepared and issued (in Australia) by APP Securities Pty Ltd (ABN 45 112 871 842) (AFS Licence No. 307 706) (APP Securities) and is subject to the disclosures and restrictions
set out below.

Analyst Certification
The research analyst(s) identified on the cover of this report individually certify that in respect of each security or issuer that the research analyst covers that: this report accurately reflects his
or her personal views about any and all of the subject issuer(s) or securities; and no part of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific
recommendation(s) or views expressed by the research analyst(s) in this report.

General Disclosure
APP Securities and its associates (as defined in Chapter 1 of the Corporations Act 2001), officers, directors, employees and agents, from time to time, may own or have positions in securities of
the company(ies) covered in this report and may trade in the securities mentioned either as principal or agent or may be materially interested in such securities.
APP Securities does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may have a conflict of interest that could affect
the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.
APP Securities Pty Ltd acted as Lead Manager and Equity Capital Markets Advisor to United Networks Limited for the Initial Public Offering announced by the ASX on 12 January 2017, for
which it received fees.
APP Securities Pty Ltd has received during the past 12 month’s compensation for financial and advisory services from the company, its parent, or its wholly owned or majority owned
subsidiary.
Russell Wright and/or family member(s) holds shares in the product(s) referred to in this document, however APP Securities Pty Ltd considers such holdings not to an interest which is
sufficiently material to compromise the recommendation or advice. Russell Wright and/or family member(s) holdings may change during the life of this document.
Contact with United Networks Limited has been made during the preparation of this report for assistance with verification of facts.

Disclaimer & Warning
This report may contain general advice or recommendations which, while believed to be accurate at the time of publication, are not appropriate for all persons or accounts. This report does not
purport to contain all the information that a prospective investor may require. Before making an investment or trading decision, the recipient must consider market developments subsequent
to the date of this document, and whether the advice is appropriate in light of his or her financial circumstances or seek further advice on its appropriateness or should form his/her own
independent view given the person’s investment objectives, financial situation and particular needs regarding any securities or Financial Products mentioned herein. Information in this
document has been obtained from sources believed to be true but neither APP Securities nor its associates make any recommendation or warranty concerning the Financial Products or the
accuracy, or reliability or completeness of the information or the performance of the companies referred to in this document. Past performance is not indicative of future performance. This
document is not an offer, invitation, solicitation or recommendation with respect to the subscription for, purchase or sale of any Financial Product, and neither this document or anything in it
shall form the basis of any contract or commitment. Although every attempt has been made to verify the accuracy of the information contained in the document, liability for any errors or
omissions (except any statutory liability which cannot be excluded) is specifically excluded by APP Securities, its associates, officers, directors, employees and agents. The securities of such
company (ies) may not be eligible for sale in all jurisdictions or to all categories of investors.
Analysts’ Compensation: The research analysts responsible for the preparation of this report receive compensation based upon various factors, including the quality and accuracy of the
analyst(s) research, client evaluation feedback, independent survey rankings and overall firm revenues, which include revenues from, among other business units and corporate finance.
Other International Investors: International investors outside the US, UK, UAE or Canada are encouraged to contact their local regulatory authorities to determine whether any restrictions apply
to their ability to purchase this investment and should seek their own advice
Recipient Representations/Warranties: By accepting this report, the recipient represents and warrants that he or she is entitled to receive such report in accordance with the restrictions set out
in this document and agrees to be bound by the limitations contained herein. Any failure to comply with these limitations may constitute a violation of law.

Meanings of APP Securities Stock Ratings
Buy – Describes stocks that we expect to provide a total return (price appreciation plus gross yield) of 10% or more within a 12-month period.
Underperform – Describes stocks that we expect to provide a total return (price appreciation plus gross yield) of less than 10% within a 12-month period.
NR – The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/or APP Securities policies.
CS – Coverage Suspended. APP Securities has suspended coverage of this company.
Speculative Buy – Describes stocks we research with a positive bias, whose company fundamentals and/or financials are being covered, but for which there is insufficient information for APP
Securities to assign a Buy or Underperform rating.
Speculative Underperform – Describes stocks we research with a negative bias, whose company fundamentals and/or financials are being covered, but for which there is insufficient
information for APP Securities to assign a Buy or Underperform rating.
Secondary recommendation - Market weight relative to the S&P/ASX 300 under a weighting range of 0-3, with intervals of 0.5 (7 point scale). 1.0 indicates a market weight position in the stock
while a weight over 1.0 indicates an overweight position and the current level of analyst conviction.
Monitor – Describes stocks whose company fundamentals and/or financials are being monitored, or for which no financial projections or opinions on the investment merits of the company are
provided.
It is permitted for the total expected returns to be temporarily outside the prescribed ranges due to extreme market volatility or other justifiable company or industry-specific reasons.
Free Float (float / current shares outstanding) *100 – This float figure is the number of shares that are available to the public and is calculated by subtracting the shares held by insiders and
those deemed to be stagnant shareholders. Stagnant holders include ESOP's, ESOT's, QUEST's, employee benefit trusts, founding shareholder equity stake plus senior management equity stake,
corporations not actively managing money, venture capital companies and shares held by Governments.
Terminal Value methodology - APP Securities' Discounted Cash Flow (DCF) valuation applies a terminal growth rate to the last forecast year's cash flow and discounts the amount using
Weighted Average Cost of Capital (WACC). The Terminal Value is tested using ASX-listed company multiples. For resource companies there is no terminal value because cash flows are forecast
to the end of mine life.

Meanings of APP Securities Credit Ratings
Buy – If the last traded price of the hybrid security is more than 3% below our valuation
Underperform – If the last traded price of the hybrid security is more than 3% above our valuation

Valuation Methodology
APP Securities’ methodology for assigning stock and credit ratings may include the following: market capitalisation, maturity, growth/value, volatility and expected total return over the next 12
months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses of market risk, growth rate, revenue stream, discounted cash flow (DCF),
EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of parts,
net asset value, discounted dividend model (DDM), franking credits and return on equity (ROE) over the next 12 months. Listed credit securities analysis uses appropriate discount rates that
reflect credit risk of both issuer and the underlying instrument.
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