INDUSTRIALS

Cash Converters International Ltd
(CCV $0.26) Buy

EUROZ HARTLEYS

Analyst Date Price Target Cash Converters Int. Ltd Year End 30 June
Harry Stevenson 2" September 2021  $0.36/sh Share Price 0.26  A$/sh
Price Target 0.36 A$/sh
Valuation (DCF) 0.47 A$/sh
Full Year Results WACC 10.5%
Terminal Growth 2.5%
Event Shares on issue 628 m,
Market Capitalisation 163.2 A$m
Cash Converters has released full year results slightly ahead of our Era‘tsirp”se Value 2?‘2‘-523 ﬁm
forecasts. Debt 1338 A$m
Impact Key Financials 2021A 2022F 2023F
e Revenue of $201.3m (down 23%) EHL $215.4m Revenue (A$m) 201.3 2349 2400
i ) ) o EBITDA (A$m) 45.3 561  60.4
o Difference a result of changes in presentation of commissions EBIT (A$m) 28.8 395 436
expensesl Reported NPAT (A$m) 16.2 20.2 21.8
Normalised NPAT (A$m) 12.0 20.2 21.8
e EBITDA of $45.3m (up 136%) EHL $42m.
. Gross Cashflow (A$m) 10.6 27.0 7.5
* NPAT of $16.2m (up from $10.5m loss in the PY) Capex (ASM) 65 67 73
o Effective Tax rate 5.1% with recognition international business Op. Free Cashflow (A$m)-10.8 23.0 0.0
segment DTA. Revenue Growth (%)  -23% 17% 2%
o Normalised tax rate at 30% at $12.0m (EHL $11.5m) EBITDA Growth (%) 174% 24% 8%
L. Norm. NPAT Growth (%) 8% 9% 9%
e Fully franked dividend of the 1c per share (2c full year DPS)
o o ; Normalised EPS (Ac) 2.52 314 3.39
o 7.7% full year fully franked dividend yield. Norm. EPS growth (%) -252% S50 5%
o Representing a 10.9% grossed up yield. PER (x) 10.1 8.1 7.5
. . ) EV:EBITDA (x) 5.0 4.0 37
* Loan books continue to show strong sign of recovery from covid-19 EV:EBIT (0 78 57 52
lows (up 14% on TH) and applications up strongly, positioning the
business for a strong FY’22. DPS (AQ) 20 20 20
Dividend Yield (%) 77% 77% 7.7%
* Launch of new low-cost Early Wage Access product with a fixed fee
of 5% per arrangement set to launch early FY’22. Net cash (A$m)* -61.6  -53.7  -68.9
Net Debt:Equity (%) -0.2 -0.2 -0.2
Action Share Price Chart
We have updated our forecasts to reflect FY’21 results. We retain our $040 4000
Buy Recommendation and Price Target of $0.36/sh. 3500
$0.30 3000
@ 2500
Key Catalyst $5020 2000
® Launch of new financial products. E 150
. & 8010 1000
e Continued recovery of loan books. ° 0
e Confirmation of dividend policy. $0.00 0

Aug-20 Oct-20 Dec-20 Feb-21 Apr-21 Jun-21

e TH’22 results.
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Analysis

We have updated our forecasts as follows

old new old new
Revenues TH 21 2H 21 FY'21 TH22 2H22| FY'22 FY'22 $ % | FY'23 FY'23 $ %
Franchise Fee revenue $m 6.0 4.1 10.1 6.2 6.2 12.3 12.3 0.00 0.0% 12.2 12.2 0.00 0.0%
Financial Services Interest $m 56.8 62.0 118.8 74.0 76.5 168.5 150.5 -17.98 -10.7% 185.9 154.1 -31.81 -17.1%
Sale of Goods $m 34.0 35.9 69.9 34.4 351 81.1 69.5 -1.60  -14.3% 83.6 711 -1250 -15.0%
Other Revenue $m 1.7 0.9 25 1.3 1.3 3.2 25 -0.65 -20.2% 3.2 25 -0.65 -20.2%
Total Revenue 98.4 102.9 201.3 115.9 119.0 265.1 234.9 -30.23 -11.4%| 284.9 240.0 -44.96 -15.8%
Loan Book
GLA $m 49.7 44.3 44.3 45.0 47.0 65.0 470 -18.00 -27.7% 65.0 470 -18.00 -27.7%
MACC $m 31 49 49.4 53.0 58.0 50.0 58.0 8.00 16.0% 70.0 60.0 -10.00 -14.3%
SACC $m 59.8 67.6 67.6 68.0 68.0 70.0 68.0 -2.00 -2.9% 60.0 68.0 8.00 13.3%
PB $m 16.0 16.8 17.0 18.0 18.0 20.0 18.0 -2.00 -10.0% 20.0 20.0 0.00 0.0%
Total $m 156.4 178.1 161.3 184.0 191.0 | 205.0 191.0 -14.0 -6.8% 215.0 195.0 -20.00 -9.3%
Corporate Stores # 70 72 75 75 78 75 78 4 4.7% 78 80 3 3.2%
Cost of sales
Finance $m -9.1 -9.0 -18.1 -18.5 -19.1 -51.4 -37.6 13.76 -26.8% -56.7 -38.5 1818  -32.1%
Goods $m -17.7 -22.0 =27 -17.9 -18.3 -42.2 -36.2 6.03 -14.3% -44.3 -37.0 7.33  -16.6%
Other -0.7 -0.9 -1.6 -0.7 -0.9 2.3 -1.6 0.67 -29.4% 2.3 -1.6 0.67 -29.4%
Total Cogs $m -28 -32 -59 =47/ -38 -96 -75 20.47 -21.4%| -103.3 -77 26.19 -25.3%
Gross Profit $m 70.9 711 141.9 78.7 80.8 169.3 159.5 -9.77 -5.8% 181.6 162.9 -18.77 -10.3%
GP Margin % 72% 69% 70% 68% 68% 64% 68% 64% 68%
Opex $m -46.2 -50.4 -96.6 -51.7 -51.7 -1121 -103.4 8.67 -7.7% -19.7  -102.4 17.33  -14.5%
Class Action Settlement $m 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
EBITDA $m 24.6 20.7 45.3 27.0 29.0 57.2 56.1 -1.10 -1.9% 61.9 60.4 -1.44 -2.3%
EBIT $m 16.4 12.4 28.8 18.8 20.8 40.8 39.5 -1.26 -3.1% 44.8 43.6 -118 -2.6%
NPAT $m 7.7 8.5 16.2 9.4 10.8 20.0 20.2 0.19 0.9% 22.0 21.8 -017 -0.8%
NPAT Normalised $m 0.0 0.0 12.0 0.0 0.0 20.0 20.2 0.19 0.9% 22.0 21.8 -017 -0.8%

* We have adjusted our effective gross interest rate assumption to
69% across the average gross loan book which reflects adjustments
recognition of commissions expense under financial services interest
revenue as a consequence FY’22 revenue falls to reflect this change.

* We have updated our ECL provision to 16% conservative on FY’21 full
year at 15%.

* We have pulled back our sales of goods forecasts which is
conservative with the potential for further impact of covid-19
lockdowns in the Eastern State’s market.

* Franchise fees were down through FY’21 with CCV offering fee relief
support to the store network. As at 30 June 2021 all international
stores (excluding Malaysia) have reopened, consequently we look for
this to normalise through FY’22.

e Our forecasts do not include any new early Wage Access Product

due to launch in the TH’21. Any reasonable uptake is upside to our
forecasts.
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Loan Books

Origination Recovery

Accelerating credit demand in the second half pushed personal finance loan applications up 32% and vehicle finance applications up 125%
respectively (H2 on H1 FY 2021).
Menthly Outgoings
525m
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e CCV saw strong lift in demand for consumer credit with finance loan
applications up 32% and finance applications up 125% respectively.
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* Loan books continue to show strong signs of recovery post Covid-19
low; we provide an updated build our of loan book below.

GrossLoan Receivables TH20 2H20 TH21 2H21 TH22  2H22 2023
SACC 93 63 60 68 68 68 68
MACC 47 32 31 49 53 58 60
Pawn broking 18 9 16 17 18 18 20
Vehicle (GLA) 70 62 50 44 45 47 47
Gross Loan book 229 166 156 178 184 191 195

* We look for flat SACC growth profile consistent with commentary

Euroz Hartleys Limited
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Loan Book Build out - Gross book Value
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* We have pulled back our GLA loan book assumptions reflecting
tighter financing conditions in the used car segment.

Valuation

Our price target remains at $0.36/sh.

Components Multiple Weighting Equity A$/sh.
PE 10.0 50% 202 0.32
Dividend Yeild NA 50% 251 0.40
mean 226.5 0.36
(/) SOl 627.5

We continue to use a blend of a 10x target multiple on our FY’22
earnings forecast and repriced FY’22 dividend yield of 5%.

Our price target remains under pinned by NTA of 31.25c and long term
DCF valuation of $0.48/sh.

Euroz Hartleys Limited
All information and advice is confidential and for the private information of the person to whom it is provided and is provided without
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Refer to full disclaimer at the end of this document.




INDUSTRIALS

Cash Converters International Ltd EURGZ HARTLEYS
(CCV $0.26) Buy

Financial Statements 2020A 2021A 2022F 2023F Performance Ratios 2020A 2021A 2022F 2023F

Income Statement Growth & Margins

Revenue 262.0 2013 2349 240.0 Revenue Growth -7% -23% 17% 2%

Cost of Goods Sold -94.2 -594 -75.4 =771 EBITDA Growth -5% 174% 24% 8%

Gross Profit 167.8 141.9 159.5 162.9 EBITDA margin 6% 23% 24% 25%

OPEX -151.3 -96.6 -103.4 -102.4 EBIT margin 0% 14% 17% 18%

EBITDA 16.5 45.3 56.1 60.4 EBIT Growth -108% 131% 37% 10%

Depreciation & amortisation -17.2 -16.5 -16.5 -16.8 Normalized net profit margin -4% 8% 9% 9%

EBIT -0.7 28.8 39.5 43.6 Effective tax rate 30% 30% 30% 30%

Net finace expense -12.6 -1n.7 -10.7 -12.4 Liquidity

EBT 133 71 289 312 Capex/depreciation (x) 02 04 04 04

;zéiffeegzzrnings 1(2)§ ;22 z;gg _291‘81 Current ratio () 23 27 28 2.6

Abnormal Expeses /_(Incomes) 29.8 -4.2 0.0 0.0 (R):écel?\/;aglz g;)ys 1'2 1'3 112 112

Normalized Net Profit 19.3 12.0 20.2 21.8 Payable days 59 53 43 44
Risk Measures

Cash flow (A$m) 2020A 2021A 2022F 2023F Dividend Cover (X) na 2.6 1.6 1.7

Net Profit after Tax -10.5 16.2 20.2 21.8 Payout ratio (%) 0% 12% 10% 9%

(+) D&A 17.2 16.5 16.5 16.8 Net interest cover (x) -0.1 2.5 3.7 3.5

(-) Lease Expense -6.5 -7 -7 -7 Net debt/equity (%) 2% -14% -9% -12%

(+/-) Impairements, Non-cash 2.3 0.0 0.0 0.0 Returns

+/-) FX 0.7 0.0 0.0 0.0 ROIC(%) 0% 5% 7% 7%

(+/-) Net Loan funds change 39.4 -15.1 2.7 -24.1 Return on assets (%) 2% 3% 4% 4%

Gross (_:ashflow ) 42.6 10.6 27.0 7.5 Return on equity (%) -3% 5% 6% 6%

(-) Capital Expenditure -4.2 -6.5 -6.7 -7.3

© Change in WC 255 149 27 02 Share Data/Valuation 2020A 2021A 2022F 2023F

Operating Free cashflow 63.9 -10.8 23.0 0.0

() Dividend Paid 00 -62 -125 -126 Share Data

(-/+) Proceeds from Disposals 0.4 0.0 0.0 0.0 Issued shares (m) 616.4 6275 6275 6275

() Investments 0.0 0.0 0.0 0.0 Weighted ave shares (m) 616.4 625.4 6275 6275

(+/-) Other 3.4 11 0.0 0.0 Fully diluted shares (m) 632.3 643.4 643.4 643.4

() Equity issued 00 0.0 0.0 0.0 Basic EPS (©) 1.7 2.6 3.2 3.5

Net Cashflow -42.2 -343 -616 -53.7 YoY change (%) 520% -252% 25% 8%

Bop Net Cash -422 -343 -61.6  -53.7 Fully diluted EPS () -7 2.5 31 3.4

(+/-) Net Cashflow 60.9 -15.9 105  -12.5 YoY change (%) 520%  -252% 25% 8%

(+/-) Lease Adjustment -53.0 1.4 27 27 Fully diluted normalised EPS (c) -1.7 2.5 31 3.4

EoP Net Cash -343 -61.6 -53.7 -68.9 YoY change (%) 520% -252%  25% 8%
Dividend/share (c) 0.0 2.0 2.0 2.0

Balance Sheet ($m) 2020A 2021A 2022F 2023F Franking (%) 100%  100% 100% 100%
Gross cashflow/share (c) 6.9 1.7 4.3 1.2

Cash 1065 722 879 945 NBV/share (c) 497 510 522 537

Receivables 5.5 4.7 9.4 9.6 NTA/Share (c) 315 327 339 354

Loan Receivables 971 120.6 120.0 139.8 i

Inventories 152 241 226 231 Valuation

Prepayments 15 1.2 14 15 PER (Basic) 0O -15.3 101 81 7.5

Current Tax Recievables 1.4 0.0 0.0 0.0 PER (Fully diluted) (x) 157 103 8.3 77

Total Current Assets 227.3 222.8 2414 268.6 PER (Fully diluted, normalized) (x) -15.3 10.1 8.1 75
P/CFPS (x) 3.8 15.6 6.2 22.2

Trade and other Recievables 6.1 4.9 4.9 4.9 Price/NBV (x) 0.5 0.5 0.5 0.5

Loan Receivables 381 297 296 345 Price/NTA (x) 0.8 0.8 08 07

Plant and Equipment 4.6 5.9 5.9 6.1

Right of Use Asset 50.5 59.2 59.2 59.2 market Cap (EOFY) 160.3 163.2 163.2 163.2

Deffered Tax assets 18.2 19.3 19.3 19.3 EV 2248 2248 2248 2248

Goodwill 1070 109.3  109.3  109.3 EV/EBITDA () 10.7 5.0 4.0 3.7

Other intangibles 214 196 18.9 18.3 EV/EBIT (x) -256.6 7.8 5.7 5.2

Prepayments 0.0 0.0 0.0 0.0 EV/Revenue (X) 0.9 1.1 1.0 0.9

Investments in Associates 6.6 7.2 7.2 7.2

Total Non-Current Assets 252.5 2551 254.2 258.7 Other Information

Total Assets 479.8 477.9 4956 527.3 Estimated free float 65%
12-mth High/Low (A$/sh) 0.29/0.10

Payables 233 130 1.3 n.e Average daily volume (A$’000s) 0.664

Lease Liabilties 6.9 6.9 6.9 6.9

Provisions 8.1 9.8 13.7 14.0 Next result Feb-22

Current Tax Payable 0.0 0.6 0.6 0.6

Total Current Liabilities 98.9 81.7 86.5 102.4 Company Description

Lease Liabiltiies 46.1 57.5 57.5 57.5 Cash Converters International operates as a franchisor of second hand

Borrowings 27.2 18.0 23.2 29.7 goods and financial services stores under the Cash Converters brand

Provisions 1.3 1.1 1.0 1.0 name. It operates Franchise Operations, Store Operations, Personal

Total Non-Current Liabilities 746 76.5 81.6 88.2 Finance and Vehicle Financing Segments.

Total Liabilities 173.5 158.1 168.1 190.5

Net Assets 306.4 319.8 327.5 336.8

Issued capital 248.7  251.2 251.2 251.2

Reserves 71 7.7 77 77

Retained profits 50.6 60.9 68.6 77.9

Total Equity 306.4 319.8 327.5 336.8
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Disclaimer

EUROZ HARTLEYS

Copyright & Distribution

The material contained in this communication (and all attachments) is prepared for
the exclusive use of clients of Euroz Hartleys Limited (ACN 104 195 057) only.

Euroz Hartleys Limited is the holder of an Australian Financial Services Licence
(AFSL 230052) and is a participant of the Australian Securities Exchange Group.

The information contained herein is confidential. If you are not the intended
recipient no confidentiality is lost by your receipt of it. Please delete and destroy
all copies, and contact Euroz Hartleys Limited on (+618) 9488 1400. You should
not use, copy, disclose or distribute this information without the express written
authority of Euroz Hartleys Limited.

Disclaimer & Disclosure

Euroz Hartleys Limited, and their associates declare that they deal in securities

as part of their securities business and consequently may have an interest in the
securities recommended herein (if any). This may include providing equity capital
market services to the issuing company, hold a position in the securities, trading
as principal or agent and as such may effect transactions not consistent with the
recommendation (if any) in this report.

Euroz Hartleys Limited declares that they may have separately or jointly acted as an
underwriter, arranger, co-arranger or adviser in equity capital raisings, and will have
received a fee for its services, from or any company mentioned within this report
during the last 12 months.

You should not act on any recommendation issued by Euroz Hartleys Limited
without first consulting your investment adviser in order to ascertain whether the
recommendation (if any) is appropriate, having regard to your objectives, financial
situation and needs. Nothing in this report shall be construed as a solicitation to buy
or sell a security, or to engage in or refrain from engaging in any transaction.

Euroz Hartleys Limited believes that the information and advice contained herein is
correct at the time of compilation, however we make no representation or warranty
that it is accurate, complete, reliable or up to date, nor do we accept any obligation
to correct or update the opinions in it. The opinions expressed are subject to
change without notice. No member of Euroz Hartleys Limited accepts any liability
whatsoever for any direct, indirect, consequential or other loss arising from any use
of this material.

We cannot guarantee that the integrity of this communication has been maintained,
is free from errors, virus interception or interference.

The author of this publication, Euroz Hartleys Limited, it’s directors and their
associates from time to time may hold shares in the security/securities mentioned in
this Research document and therefore may benefit from any increase in the price of
those securities. Euroz Hartleys Limited, and its Advisers may earn brokerage, fees,
commissions, other benefits or advantages as a result of transactions arising from
any advice mentioned in publications to clients.

Analyst Certification

We hereby certify that all of the views expressed in this report accurately reflect
our personal views about the subject company or companies and its or their

securities, and we are not in possession of, nor does this Research contain any inside

information.

No part of our compensation was, is or will be directly or indirectly, related to the
specific recommendations or views expressed by the authoring analyst in this
research, nor has any attempt been made to influence this Research.
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