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Cash Converters International

Strategic reset unlocks earnings growth

Cash Converters (ASX: CCV) has long been a fixture of the Australian retail
landscape, particularly in pawnbroking. Founded in 1984, the company has grown
to more than 659 franchised and corporate stores across 15 countries. Mgmt. is
now addressing legacy issues by exiting payday lending and consolidating its
franchise base, repositioning CCV as an investable opportunity for the first time
in years. Accordingly, we initiate coverage on CCV with a BUY recommendation

and a target price of $0.49, 43% capital growth upside and a 6% dividend yield.

Franchise rollup strategy to drive long term earnings growth

CCV currently operates 92" corporate stores in Australia and 58 in the UK, alongside 61
and 135 franchised stores respectively. Historically, the company’s rapid franchise
expansion resulted in modest annual franchise fees on average of just $50,000 per store.
To unlock greater value, CCV has been acquiring franchise locations, with the average
corporate store generating more than $200,000 in annual NPAT. These stores are
acquired at 3.8x—6.5x incremental P/E, implying over 30% earnings accretion at the low
end, relative to CCV'’s current multiple of 8.5x. The opportunity to acquire the whole AUS

& UK franchise network could deliver >$40m in incremental NPAT.

Exiting ‘payday lending’ is a major catalyst

The company’s involvement in payday lending - formally known as SACC (Small Amount
Credit Contracts) loans - has been at the heart of its regulatory and legal headwinds since
new regulations were introduced in 2009. In May 2025, CCV announced its decision to
exit the SACC market by Sep. 2025, a move we see as a significant catalyst for the
business. Exiting this segment should enhance CCV’s access to debt capital, lowering its
effective cost of funds by >300bps (>$4m in FY28), while also enabling the company to

actively market its loan products - which is restricted under the SACC regulation.
Falling rate environment will unlock further upside

A declining cash rate environment provides meaningful tailwinds for CCV. Most of CCV’s
loan book is priced at the statutory cap of 48% per annum on a fixed basis, while its debt
funding is variable, creating operating leverage as rates fall. In addition, lower rates
should reduce realised bad debts and support the release of provisions.

+43% upside to the current share price

Our SoTP derived target price of $0.49 implies 43% upside to the current share price.

Figure 1. FY25 effective interest margin over the relevant reference rate
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important disclosures refer to the appendix of disclosures at the end of this report.
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Cash Converters International (CCV) BUY

Closing price $0.34 Market cap ($m) 213
Price target $0.49 Enterprise value ($m) 273
Expected return 43% Shares outstanding (m) 627.6
Income statement ($m) FY23 FY24 FY25 FY26E FY27E FY28E Valuation multiples FY23 FY24 FY25 FY26E FY27E FY28E
Revenue 302.7 382.6 385.3 426.5 494.8 565.4 P/E (x) 7.6 10.3 8.7 8.5 75 5.6
Operating costs (248.4)  (313.6) (311.7)  (349.7)  (408.3)  (467.1) EV/Revenue (x) 0.9 0.7 0.7 0.6 0.6 0.5
Normalised EBITDA 54.3 69.0 73.6 76.8 86.5 98.3 EV/EBITDA (x) 5.0 3.9 3.7 3.5 3.2 2.8
Depreciation and amortisation (12.4) (16.4) (17.8) (20.4) (24.3) (25.5) EV/EBIT (x) 6.5 52 4.9 48 4.4 3.7
Normalised EBIT M1.9 52.6 55.8 56.3 62.2 72.8 Dividend yield (%) 5.9 5.9 5.9 5.9 5.9 5.9
Net interest (15.7) (22.4) (21.4) (20.5) (21.5) (18.8) Price to book value (x) 1.0 1.0 0.9 0.9 0.8 0.8
Normalised Pre-Tax Profit 26.1 30.2 34.4 35.8 40.8 54.0
Normalised tax 1.8 (9.5) (9.9) (10.7) (12.2) (16.2) Balance sheet metrics FY23 FY24 FY25 FY26E FY27E FY28E
Normalised profit to holders 279 20.7 245 251 28.5 37.8 Net debt inc. leases ($ m) 129.2 158.8 129.0 150.3 184.9 207.6
One off items (post-tax) (125.1) (3.3) 0.0 0.0 0.0 0.0 Net debt/ EBITDA inc. leases (x) 24 23 1.8 2.0 2.1 2.1
Reported profit to holders (97.2) 17.4 24.5 25.1 28.5 37.8 Eff. interest rate (%) ex. leases 10.5% 11.9% 11.0% 10.5% 10.4% 7.6%
ROIC (%) 16.4% 11.4% 13.8% 12.6% 11.9% 12.3%
Per share metrics FY23 FY24 FY25 FY26E FY27E FY28E ROE (%) 12.0% 9.9% 11.0% 10.6% 11.4% 13.9%
EPS diluted - adjusted (¢ps) 43 3.2 3.7 3.8 43 5.7 Diluted U-EPS growth (%) 43.4%  (26.4%)  17.1% 24%  13.7%  32.0%
EPS diluted (¢ps) (15.5) 2.7 3.7 3.8 43 5.7
DPS (¢ps) 2.0 20 2.0 2.0 2.0 2.0 Segmental forecasts* FY23 FY24 FY25 FY26E FY27E FY28E
Franking (%) 100% 100% 100% 100% 100% 100% Loan book ($m)
Net assets (¢ps) 33.0 33.7 36.4 38.4 40.9 44.8 SACC 78.0 54.8 36.2 1.8 - -
Shares on issue - avg. basic (m) 625 627 626 626 628 629 MACC 99.9 106.9 97.3 111.9 128.7 147.9
Shares on issue - avg. diluted (m) 651 656 663 663 664 665 LOC 21 14.6 231 50.7 86.3 120.8
Vehicle Finance 62.9 72.2 49.8 37.4 22.4 -
Cash Flow Statement ($m) FY23 FY24 FY25 FY26E FY27E FY28E Other 28.5 39.5 38.2 43.9 46.1 48.5
Normalised EBITDA 54.3 69.0 73.6 76.8 86.5 98.3 Gross Loan Book 271.4 288.0 244.6 245.7 283.5 317.2
Interest received 0.9 1.4 1.6 1.5 1.1 1.0 Gross Loan Book Growth 26.9% 6.1%  (15.1%) 0.5% 15.4% 11.9%
Net increase in loans advanced (82.6) (44.1) 54.9 (1.1 (31.2) (28.0)
Interest paid (15.9) (22.1) (22.3) (20.5) (21.5) (18.8) Personal Finance
Cash tax (paid)/received (10.9) (9.5) (12.1) (10.7) (12.2) (16.2) Personal Finance Revenue 114.0 106.8 90.5 72.8 82.6 103.0
Working capital/other 427 438 (12.5) (0.4) (1.6) (1.8) Personal Finance EBITDA 50.6 447 37.4 27.4 30.7 38.3
Operating Cash Flow (11.5) 38.5 83.1 45.4 21.2 34.6 Personal Finance EBITDA Margin 44.4% 41.9% 41.3% 37.6% 37.1% 37.2%
Capex/intangibles (4.5) 6.5) (7.2) (10.8) (11.6) (12.5)
Finance leases (7.1) 9.2) (11.3) (13.8) (15.7) (16.8) Vehicle Finance
Free Cash Flow (23.1) 22.8 64.6 20.8 (6.0) 5.3 Vehicle Finance Revenue 15.0 18.6 14.9 9.7 6.3 1.3
Net Borrowings 68.0 1.8 (13.3) 1.2 26.4 23.6 Vehicle Finance EBITDA 6.1 8.2 1.1 8.3 55 1.2
Acquisitions (13.8) (24.3) (21.2) (22.4) (16.6) (17.0) Vehicle Finance EBITDA Margin 40.7% 44.1% 74.5% 85.3% 87.1% 87.5%
Equity raised/buybacks (1.4) 0.7) 1.7) 0.0 0.0 0.0
Dividends paid (12.6) (12.6) (12.6) (12.6) (12.5) (12.6) AUS store operations
Other (4.4) (2.3) 0.0 0.0 0.0 (0.0) Franchise (AUS) 79 76 61 56 51 46
Net increase/(decrease) cash 12.8 (15.3) 16.0 (13.0) (8.8) (0.7) Corporate (AUS) 74 77 92 104 116 128
Cash at beginning 58.1 71.6 56.3 73.2 60.2 51.4 Store Operations Revenue (AUS) 142.0 150.1 161.4 189.5 217.0 2455
Cash at end 71.6 56.3 73.2 60.2 51.4 50.7 Store Operations EBITDA (AUS) 20.6 243 31.3 371 429 49.1
Store Operations EBITDA Margin 14.5% 16.2% 19.4% 19.6% 19.8% 20.0%
Balance Sheet ($m) FY23 FY24 FY25 FY26E FY27E FY28E
Cash 716 56.3 73.2 60.2 51.4 50.7 UK store operations
Receivables 3.6 4.7 33 3.9 45 5.4 Franchise (UK) 148 143 135 120 115 110
Loans receivable 182.1 180.5 162.6 131.8 146.1 164.2 Corporate (UK) 47 47 58 80 92 104
Inventories 26.5 33.0 41.8 69.4 79.2 89.4 Store Operations Revenue (UK) 11.4 74.8 86.5 120.8 153.6 178.5
Other current assets 25 3.9 4.9 4.6 52 57 Store Operations EBITDA (UK) 3.3 12.8 14.1 20.4 26.2 30.8
Current Assets 286.2 278.5 285.8 269.9 286.4 315.4 Store Operations EBITDA Margin 28.9% 17.1% 16.3% 16.8% 17.0% 17.2%
Loan receivable 42.7 58.2 40.1 721 88.9 98.8
Property, plant & equipment 6.6 10.7 13.9 20.8 25.8 30.5 NZ store operations
Right-of-use assets 47.0 56.9 59.3 67.7 68.7 69.6 Store Operations Revenue (NZ) 13.8 251 23.6 24.8 26.1 27.4
Intangible assets (inc. goodwill) 23.8 33.1 47.2 65.7 78.7 92.2 Store Operations EBITDA (NZ) (0.8) 21 29 3.2 3.5 3.8
Other non current assets 36.3 40.6 39.4 39.4 39.4 39.4
Non Current Assets 156.4 199.6 199.9 265.7 301.5 330.5 Directors and Key M: t Personnel Position  Shares Holding
Total Assets 442.7 478.0 485.7 535.6 587.9 646.0 Sam Budiselik CEO & MD 10.4m 1.7%
Payables 19.0 27.2 31.3 54.3 62.0 70.0 Peter Cumins Executive Deputy Chair 10.3m 1.6%
Borrowings 137.0 144.1 132.4 133.5 160.0 183.6 Robert Hines Non-Executive Director 0.8m 0.1%
Lease liabilities 63.7 71.0 69.8 77.0 76.3 74.8 Mark Ashby Non-Executive Director 0.1m 0.0%
Other liabilities 16.5 243 243 30.2 33.0 35.9 Andrew Spicer Non-Executive Director 0.1m 0.0%
Total Liabilities 236.2 266.7 257.8 295.1 331.4 364.3 Timothy Jugmans Non-Executive Chair 0.0m 0.0%
Shareholder Funds 206.5 211.4 228.0 240.5 256.5 281.7 Lachlan Given Non-Executive Director 0.0m 0.0%
Source: Company, Blue Ocean Equities Henry Shiner Non-Executive Director 0.0m 0.0%

*Segmental forecasts are excluding corporate costs and eliminations

For analyst and other important disclosures refer to the appendix of disclosures at the end of this report.
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CCV'’s storied history is quickly improving

Cash Converters International (ASX: CCV), founded in 1984, has evolved into Australia’s leading pawnbroking and
personal finance company. Today, CCV operates 659 stores worldwide, both franchised and company-owned, with
their primary markets in Australia and the United Kingdom. The business is structured around two main segments:
second-hand retail stores, which contributed 50% of group EBITDA (ex.corporate costs) in FY25, and non-bank
lending, which accounts for the remaining 50%.

Although CCV has faced challenges over the years, including regulatory scrutiny and class action lawsuits, we believe
these issues are largely in the past. The company is now well positioned for robust earnings growth and the potential
for further multiple expansion. We also see CCV’s valuation supported by EZCorp (EZPW-US), a major US-based
pawnbroker with a market capitalisation of ~US$1bn and US$470m in cash. EZCorp has been a strategic shareholder
since August 2009, currently owning 44% of CCV'’s issued shares and holding two board seats.

Our investment thesis

We view CCV as a compelling earnings growth story that has long hovered on the edge of investment grade status.
The company’s transformation is already underway, and we believe this marks only the beginning of a significant shift
in how CCV is perceived by investors, as well as the start of a new era of earnings growth.

1. Exiting SACC: The first phase of our investment thesis centres on CCV’s exit from Small Amount Credit Contracts
(SACC), also known as payday lending, a heavily regulated segment of the unsecured lending market that has been
at the heart of the company’s regulatory and legal challenges. On 26 May 2025, CCV announced plans to exit this
segment by September 2025. As detailed throughout this report, we anticipate that this strategic move will improve
CCV’s funding profile, enhance customer acquisition, increase investability, and broaden access to capital.

2. Reducing Funding Costs: Following the introduction of the National Consumer Credit Protection Act in 2009,
SACC lenders such as CCV faced material challenges accessing funding from major banks, instead relying on higher-
cost debt. In FY25, CCV’s effective interest rate was ~11%. We see scope for this to fall to the mid-to-high single
digits, more in line with industry peers, which could add over $4m to PBT in FY28. Beyond the benefit of cheaper
loan book funding, CCV’s planned exit from SACC should also enable access to corporate debt markets, reducing the
cost of funds used for franchise acquisitions and further enhancing returns.

3. Benefiting from Falling Interest Rates: The current environment of declining interest rates is expected to benefit
CCV, as the company’s debt is variable while its lending rate remains fixed at 48%.

4. Corporatisation of the Franchise Network: CCV currently earns around $50,000 in franchise fees per store per
year, whereas a corporately owned store generates more than $200,000 in annual NPAT. The company has already
begun acquiring franchise stores, typically at a 3.8x—6.5x P/E multiple, delivering earnings accretion of >30% at the
low end. Acquiring franchise stores provides additional benefits beyond acquisition arbitrage including operational
control, risk management, strategic alignment and scalability.

5. Luxury Transformation: In FY24, CCV launched its first luxury store concept in Bondi Junction. While still at an
early stage, the initiative positions CCV to tap into Australia’s $2.2bn luxury resale market, which currently lacks a
clear market leader. CCV’s broad store network offers a cost-efficient sourcing channel, while its established brand,
scale, and physical footprint provide credibility with customers.

6. Acquisition Arbitrage and Multiple Expansion: With the exit from the sub-investment grade SACC segment,
improving margins, and a strong earnings growth outlook, we expect CCV'’s trading multiple to expand. This multiple
expansion should further enhance the company’s ability to pursue value-accretive acquisitions as its transformation
story continues to unfold.

For analyst and other important disclosures refer to the appendix of disclosures at the end of this report.
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Moving away from SACC

Loan book product offerings

Leveraging its strong foundation in store operations and pawnbroking, CCV has successfully built and sustained a
robust lending business. Excluding small amount credit contracts (SACC) and vehicle loans, CCV’s loan book has
grown at a 17% CAGR from FY19 to FY25, reaching $159m, $245m including SACC and vehicle loans. As outlined in
the following section, CCV is now in the process of exiting SACC and Vehicle loan products to concentrate on the
delivering better outcomes for customers through lower-cost, longer-term lending solutions. We believe this strategic
shift not only offers significant earnings upside but also brings CCV back into the investible universe for institutional
investors.

Ongoing loan products

Medium amount credit contract (MACC): These loans range from $2,050 to $5,000, with terms of 16 days to 24
months. MACC loans carry a $400 establishment fee and an annual interest rate of 48%, with no penalties for
early repayment. This product is reported under the Personal Finance segment.

Line of Credit: Offering revolving credit lines from $400 to $5,000, lines under $2,000 are available for up to 18
months, while those over $2,001 are available for up to 36 months. There are no establishment or early repayment
fees, and the annual interest rate is 48%. Mgmt. is in the process of moving the minimum limit to $2,050. This
product is also reported under the Personal Finance segment.

Pawnbroking: These loans are secured against valuable items. Pawnbroking interest rates vary by state and
depends on the loan size and term. This product is reported under the Store Operations segment.

Discontinuing products

Small amount credit contract (SACC) (often referred to as Payday Loans): Loans of $400 to $2,000 with terms
of 2 to 12 months. SACC loans carry a 20% establishment fee and a flat 4% monthly fee, with no early repayment
penalties. This product is reported under the Personal Finance segment.

Vehicle loans: Distributed through the Green Light Auto brand, these vehicle finance products are reported under
the Vehicle Finance segment.

Cash advance: Loans of $50 to $2,000 with terms of 4 to 20 weeks. Cash advances incur a 20% establishment
fee and a flat 4% monthly fee, with no early repayment penalties. This product is reported under the Personal
Finance segment.

Figure 2. Loan book growth ($m)
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Note: 2H FY25 vehicle and small loan splits are estimated
Source: Company documents, BOEQ analysis

For analyst and other important disclosures refer to the appendix of disclosures at the end of this report.
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Changing regulation made payday lending increasingly difficult

The National Consumer Credit Protection Act (NCCP Act), introduced in 2009, fundamentally reshaped the regulation
of Small Amount Credit Contracts (SACC loans) in Australia. By imposing strict licensing, responsible lending
obligations, and fee caps, the Act increased the regulatory burden on SACC providers. This, combined with the
negative public perception of SACC loans, led major Australian banks to withdraw from both issuing and financing
these products. As a result, lenders like CCV were left with limited access to funding and had to rely on higher-cost
debt facilities.

Further tightening came with the Financial Sector Reform Act 2022, which introduced new legislative measures to
strengthen oversight of SACC products. The most significant change was the extension and reduction of the Protected
Earnings Amount (PEA) cap. Previously, the PEA cap limited SACC repayments to 20% of net income and applied
only to Centrelink recipients. Under the new rules, effective from 12 June 2023, the cap was lowered to 10% and now
applies to all consumers, including those in full-time employment. This has further restricted the ability of lenders to
offer SACC loans, reinforcing the shift away from this segment.

On 26 May 2025, CCV announced its planned exit from the SACC market, with all new SACC lending to cease by 30
September 2025. Whilst the regulation does not explicitly state when a lender ceases to be classified as a SACC
lender, it is generally interpreted that SACC-specific regulatory obligations apply to entities actively "entering into"
new SACC contracts, rather than those merely servicing existing SACC loans.

Accordingly, we believe that following the cessation of new SACC lending, CCV will be viewed more favourably by
debt markets, potentially gaining access to a broader range of funding options and lower funding costs.

CCV'’s current cost of debt is simply too expensive

We believe CCV’s current cost of debt remains significantly higher than that of its peers, primarily due to the ESG
concerns and regulatory challenges associated with SACC lending. This situation was exacerbated in August 2015,
when CCV’s longstanding banking partner, Westpac, announced it would no longer provide banking and financial
services to companies involved in SACC loans. Westpac’s decision reflected a broader withdrawal by major Australian
banks from the sector, making it increasingly difficult for CCV to secure affordable funding.

As a result, in March 2016, CCV turned to Fortress Investment Group, an investment bank that typically charges
higher interest rates than traditional banks. The company’s funding costs were further pressured by the Royal
Commission into Misconduct in the Banking, Superannuation and Financial Services Industry, as well as the
introduction of the National Consumer Credit Protection Amendment Bill 2019.

Figure 3. CCV’s effective interest rate margin over BBSW Figure 4. FY28 interest reduction at eff. interest margins
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This widening interest rate margin is clearly evident when comparing CCV’s effective interest rate to those of its
industry and loan book peers.

For analyst and other important disclosures refer to the appendix of disclosures at the end of this report.
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Figure 5. CCV'’s cost of debt is materially more expensive then peers (effective interest rate margin over relevant reference rate)
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*Effective interest rate margin is calculated as the Company’s = [effective interest rate (Interest on borrowings/average borrowings) less reference rate]

Source: FactSet, Company documents, BOEQ analysis

For context, the loan portfolios of H&T Group (HAT-UK), FirstCash (FCFS-US), and EZCorp (EZPW-US) are comprised
exclusively of pawnbroking assets, making them less relevant benchmarks for CCV’s considering their unsecured
lending book. While Credit Corp’s (CCP-AU) Wallet Wizard product is the most direct comparable to CCV’s current
offerings, CCP does not disclose funding costs specific to this loan book. Accordingly, we believe CCV’s cost of debt
should be benchmarked against non-bank lenders offering personal loans above the SACC threshold, such as
MoneyMe (MME-AU), Harmoney (HMY-AU), and Wisr (WZR-AU).

Effective Loan NPAT
Vehicle EBIT PBT

interest book . . . NIM outside of
. Finance margin margin
ETLI ($m) loan book

gzzterters 7.4% $159 No Yes No 30.6%* 17.3%* >35% Yes
MoneyMe 4.2% $1,600 No Yes Yes 18.3% (32.2%) 8.0% No
Harmoney 4.0% $829 No Yes No 47.2% 2.6% 9.3% Yes
Wisr 3.2% $824 No Yes Yes 53.2% (7.9%) 5.5% No

Refers to FY25 numbers from respective company reports
*CCV’s EBIT and PBT margin is based on the segment reporting with corporate costs allocated according to their EBITDA
contribution. Margins are inclusive of the SACC product.

Beyond these comparisons, CCV possesses two key advantages that provide additional protection against losses,
distinguishing it from its peers. First, CCV generates substantial profit from its other business segments - specifically
from AUS, UK and NZ Operations - which are largely independent of its loan book activities. In FY25, these divisions
delivered $24.3m in PBT, 43% of group PBT before head office and eliminations.

Second, the majority of CCV’s customers are acquired through its extensive store network, allowing the company to
keep customer acquisition costs low. This efficiency contributes to robust EBITDA margins in the Personal Finance
segment and provides a significant margin of safety for lenders, particularly during periods of financial stress.

Taken together, these strengths position CCV favourably relative to its competitors and support our view that,
following its exit from SACC lending, CCV should be able to achieve a cost of debt in line with, or potentially better
than its non-bank lending peers.

For analyst and other important disclosures refer to the appendix of disclosures at the end of this report.
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Exiting SACC should reduce regulatory risks

SACC loans have been the root cause of all major regulatory and legal issues faced by CCV over the past decade.
The company’s involvement in the SACC market has consistently exposed it to heightened scrutiny and compliance
burdens, shaping its risk profile, operational strategy and investor perception.

Over the years, these issues have manifested in several significant legal and regulatory actions. In 2015, CCV was
the subject of a class action alleging that it charged fees above the maximum permitted under Queensland’s Consumer
Credit Code. This resulted in a $42.5m settlement in 2019. The class action also triggered an ASIC investigation,
which led to $10.8m in remediation payments to affected customers and a $1.4m infringement notice.

In addition, the law explicitly prohibits SACC providers, including CCV, from making unsolicited offers or
communications, by any means, to current or recent SACC customers, or to anyone known to have held a SACC
within the past two years, if the purpose is to offer or encourage a new SACC loan. Under this legislation, any breach
can result in severe penalties, including the forfeiture of all fees and charges associated with the loan if a consumer
enters a SACC within 30 days of receiving such an unsolicited communication’. As a result, this law has negatively
affected CCV’s loan book growth by restricting the company’s ability to market its products, given the risk of
unintentionally contacting SACC customers.

We see exiting the SACC market as a catalyst for CCV’s loan book growth. By moving away from this highly regulated
and often-contentious space, CCV would be able to market its other products more freely, without the heavy
restrictions imposed on SACC providers. Additionally, this shift supports a more streamlined compliance approach
aligned with the company’s long-term product and customer strategy.

Falling rate environment to support earnings growth

Following a series of rate cuts by the RBA in early 2025, both market consensus and major banks anticipate further
reductions to the Australian cash rate in the near term. We believe CCV stands to benefit in several ways for falling
rates:

1) A reduced cash rate will decrease the reference rate for the BBSW, directly lowering CCV'’s cost of debt.

2) With CCV’s loan pricing fixed at the 48% annual interest rate cap under the National Consumer Credit Protection
Act, any fall in funding costs from a lower reference rate will deliver operating leverage.

3) Since CCV'’s credit customers are typically sub-to-near-prime borrowers, they are generally unaffected by the usual
credit cycle, as they do not qualify for traditional credit products that become more accessible when reference rates
fall. Therefore, we believe that changes in the cash or reference rate will not impact CCV’s growth.

4) A falling rate environment, coupled with the exit of the high net loss SACC product, could lead to the release of
the overprovisioning which has transpired since 2H FY23.

Figure 6. % of loan receivables Figure 7. Net loss rate
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Source: Company documents, BOEQ analysis Source: Company documents, BOEQ analysis

' https://treasury.gov.au/sites/default/files/2019-03/c2017-t229374-Explanatory-Memorandum-1.pdf
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Corporatising the store network will yield great returns

Cash Converters operates a dual model of franchised and corporate-owned stores across its key markets. As of FY25,
CCV owns and operates 92 stores in Australia and 58 in the UK, alongside 61 and 135 franchised stores in each
market, respectively. This structure is central to CCV’s broader strategy, with the company undertaking a concerted
effort to acquire franchise stores and expand its directly owned network across both countries. The rationale behind
franchise acquisitions include:

e Superior financial returns: corporate-owned stores, on average, generate over $200,000 NPAT annually -
substantially higher than the typical ¢.$50,000 annual royalties contributed by each franchisee. We assume the
largest incremental cost associated with franchisees is leads commissions associated with loan book growth,
which we estimate at $50,000 annually. Accordingly, in some cases, franchises may act as a loss leader for CCV.

e Highly accretive: Typical franchise acquisitions are completed at 3.8x — 6.5x P/E, with the group targeting
ongoing IRRs above 15%. CCV currently trades on 8.5x FY1 P/E and has delivered a historical ROE of 8%.

e Operational control: Full ownership enables CCV to act more decisively on pricing, lending, compliance, and
inventory - removing the need for franchisee alignment.

e Risk management: Direct store oversight reduces compliance and reputational risks, ensuring all stores adhere
to CCV’s standards and customer experience protocols.

e Strategic alignment: Unifying the network enhances customer experience, streamlines data sharing, and
supports consistent brand management.

e Scalable and seamless integration: All stores, whether franchised or corporate, use the same platforms,
allowing for rapid, low-risk integration.

If NPAT per store metrics are sustained, fully corporatising the Australian, UK and NZ franchise networks could
deliver in excess of $40m in additional NPAT. CCV last reported unrestricted cash of $60.8m and has c.$5m of
additional debt available from their current Lloyds facility.

Franchise stores led the global expansion

The franchise model has played a pivotal role in CCV’s overseas expansion, providing a platform for rapid global
growth. However, this structure delivers relatively modest returns to the company itself, with franchise stores paying
on average $50,000 annually, and master franchise agreements paying materially less. The franchise approach
originally stemmed from a “growth at all costs” strategy employed in the 2010s, which focused on quickly scaling the
store network and expanding the loan book, largely by relying on capital-light franchise arrangements. This model
enabled franchisees to earn loan referral fees with minimal direct exposure to lending risks or compliance burdens.

Despite its acquisition push, CCV remains supportive of its existing franchisees and keeps the door open for new
partnerships where strategically warranted. Acquiring established franchise operations allows CCV to avoid the risks
associated with greenfield launches, as these businesses already have proven operations and established customer
bases.

In FY25, franchisees collectively contributed $16.9m in royalty and service revenue, accounting for around 4% of
group revenues. However, the focus is on steadily increasing the proportion of company-owned stores, with the mgmt.
aiming to acquire at least 20 stores annually - not including large, one-off deals made possible by enhanced debt
facilities, such as the recent Lloyds Bank funding in the UK (link).

Corporate stores allow CCV to recoup margin previously paid away

The corporatisation of franchise stores allows CCV to reclaim value that was previously captured by franchisees,
consolidating more of the economic benefits at the group level. By bringing these stores back under corporate
ownership, CCV expects to achieve an IRR >15%. One of the most significant cost efficiencies comes from eliminating
commissions paid to store operators for originating loans — which we estimate is ¢.$50,000 per franchise which is
charged to the Personal Finance division.

For analyst and other important disclosures refer to the appendix of disclosures at the end of this report.
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Furthermore, the execution risk associated with acquiring franchised stores is minimal. All stores, whether franchised
or corporate, operate on the same point-of-sale and lending platforms, enabling seamless and rapid integration of
acquired locations. Since franchisees already use CCV’s systems, the company has access to comprehensive
transaction data, which it leverages to accurately forecast revenue and assess the sustainability of costs prior to
acquisition.

Figure 8. Average unit economics of franchise v corporate stores (BOEQ estimate)

Per store unit economics Australia United Kingdom
AUS$m Franchise Corporate Franchise Corporate
Model Model Model Model
Acquisition costs 1,000,000 600,000
Revenue 50,000 2,000,000 50,000 1,600,000
Operating costs (5,000) (1,500,000) (5,000) (1,200,000)
EBITDA 45,000 500,000 45,000 400,000
D&A, Interest and Taxes - (300,000) (5,000) (200,000)
Reported NPAT 45,000 200,000 40,000 200,000
Loan commissions (50,000)  (50,000) - -
Underlying NPAT (5,000) 150,000 40,000 200,000
Incremental returns
ROIC/IRR 15.5% 26.7%
NPV @10% WACC, 3% TGR 1,214,286 1,685,714
Acquisition accretion
Transaction P/E 6.5x 3.8x
CCV's current P/E 8.5x 8.5x
Earnings accretion 31.9% 126.9%

*Incremental returns and Acquisition accretion metrics above are on an incremental basis, meaning the NPAT used to calculate the above metrics are net of
the forgone franchise NPAT

Source: Company documents, BOEQ analysis

CCV recently announced three acquisitions comprising 14 franchises, with purchase prices per store ranging from
$500k to $1.7m (Link). Additionally, management has noted that earnings typically improve post-acquisition.
Accordingly, the above metrics are on an average basis, with variations in the unit economics varying widely between
each individual transaction.

Pivot to a luxury reseller

In FY24, Cash Converters made a strategic decision to reposition its retail footprint by transitioning to ‘luxury-only’
stores. This new format focuses on high-value inventory such as jewellery, watches, and designer accessories, with
non-luxury goods being redistributed to other locations. Management has highlighted that this shift will enable smaller
store formats, reduced wage costs, and the opportunity to expand into higher socio-economic areas that were
previously considered unviable for traditional stores.

Figure 9. New store look Figure 10. New store look
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We see a significant opportunity for Cash Converters to establish itself as the leader in Australia’s luxury resale
market. While the domestic second-hand luxury goods sector is still in its early stages, it is experiencing robust
growth, growing at 8.4% annually to reach $2.2bn in 2033.2 This growth is driven by increased consumer awareness
of sustainability, the popularity of online resale platforms, and a cultural shift toward viewing luxury goods as both
investments and status symbols. Despite these positive trends, the Australian market remains relatively fragmented,
with no single dominant luxury resale brand, and is characterised by a mix of small boutiques and online platforms.

Figure 11. Luxury good resellers

Company Name Omnichannel No. of stores
Vestiaire Collective Online only 0
PH Luxury Consignment  Yes 1
Luxeitfwd " Yes (online + pop-ups) 0

Yes 1

Yes 1

Ves 1
Royal Bag Spa " Yes 1
Jiay &Klwary T onlineony 0

Source: Google, Company websites

Globally, the luxury resale industry is more advanced and considerably larger, forecast to grow at a 9.9% CAGR and
reach US$55.8bn by 2029.3 Countries such as Japan and the United States have well-established resale
infrastructures and dominant platforms. Japan, for example, is known for its trusted authentication systems and
prominent resale chains, while the US market features major players like The RealReal and Vestiaire Collective,
supported by advanced digital authentication and widespread consumer acceptance of second-hand luxury.

Why Cash Converters Could Become Australia’s Luxury Resale Leader?

1. Absence of a Dominant Brand: The Australian market is fragmented, with no single company owning the luxury
resale space.

2. Strong Brand Recognition: Cash Converters is a well-known and trusted brand nationwide.

3. Extensive Physical Store Network: With over 150 stores across Australia, CCV offers customers the ability to
inspect products in person, providing a trusted and tangible retail experience.

4. Warranties and Authenticity Guarantees: Unlike general online marketplaces, CCV can offer product
warranties, authenticity assurances, and after-sales support.

5. Convenient Customer Service: Physical locations allow customers to access support, returns, and additional
purchases, fostering trust and repeat business.

6. Scale and Logistics: CCV’s national footprint enables efficient inventory management and the ability to move
products between stores to match demand.

CCV opened its first luxury-focused store in Bondi Junction, Sydney, in August 2024. While it is too early to see a
measurable impact on sales volumes or loan book growth from these transitioned stores, management has indicated
a significant uplift in its pawn book, driven by higher average loan values with customers pawning higher-value luxury
items. Despite these positive anecdotes, our current forecasts do not factor any positive developments from the luxury
store rollout and present upside to our forecasts.

2 hitps://www.imarcgroup.com/australia-secondhand-luxury-goods-market

3 https://www.thebusinessresearchcompany.com/report/luxury-resale-global-market-report
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Our SoTP valuation of $0.49 implies 43% upside

Given the two very different streams of cash profits generated by Cash Converters (ASX: CCV), we believe a sum-
of-the-parts (SoTP) valuation is the most appropriate method of valuing CCV. We value each of CCV’s business
segments as follows:

e Personal Finance: Valued using a forward P/E multiple based on comparable companies.

e Vehicle Finance: Valued at the discounted cash flow of the remaining loan book, given it is in the wind-down
phase. This approach gives us a value of 1cps.

e Store Operations (Australia, UK, NZ): Valued using a P/E multiple, anchored by recent industry transactions.

We have allocated “Head Office & Eliminations” to each segment relative to their EBITDA contributions to the group.
Depreciation and amortisation, interest expenses and taxes are allocated based on the proportion of actual historical
costs incurred. Using this method, we arrive at a valuation of $0.49/share for CCV.

Personal Finance: For the non-bank lending Personal Finance segment, we consider a forward P/E multiple to be
the most suitable valuation method. Applying a multiple of 13.4x FY26 P/E, we arrive at a valuation of $0.14 per
share for the Personal Finance business.

Figure 12. Financial sector comps Figure 13. Personal Finance earnings (fully costed)

Personal Finance FY25 FY26E FY27E  FY28E
Revenue 90.5 72.8 82.6 103.0
Ticker  Company — PIE — EBITDA 288 218 244 306
. . EBIT 27.7 20.7 23.2 29.4
Financial Comps
B4P-AU Beforepay Group Limited 9.1x 8.3x PBT 157 8.9 9.1 163
HMY-AU Harmoney Corp Ltd 13.1x 8.7x NPAT 11.0 6.2 6.4 114
MME-AU ~ MoneyMe Ltd. 21.9x 7.7x P/E multiple 134x  10.6x 9.0x
PLT-AU Plenti Group Ltd. 9.3x 7.1x
WZR-AU  WisrLtd. n.m. 21.2x Equity value 83.7 67.7  102.8
Average 13.4% 10.6x Price/share $0.13  $0.11  $0.16
SOl 627.6 627.6 627.6

. *Fully costed for head office and eliminations
Source: FactSet, Company documents, BOEQ analysis X
Source: Company documents, BOEQ analysis

Store Operations (Australia, UK, NZ): We have valued these segments using a P/E multiple derived from recent
transactions. In May 2025, FirstCash (NASDAQ: FCFS) - the world’s largest pawn operator - announced the
acquisition of H&T Group (LSE: HAT), the UK’s leading pawnbroker, for US$466m. The transaction implied a 4.4x
trailing EV/EBITDA and a 13.3x P/E multiple.

Though we understand that the 13.3x P/E paid for H&T Group does imply a degree of a control premium - we believe
this multiple is justified given 1) the strategic value of CCV'’s extensive store network, 2) the material earnings growth
potential from acquiring franchise stores, and 3) EZCorp’s strategic shareholding in CCV. Using a 13x P/E — we arrive
at a valuation of $0.34 per share for the Australia, UK and NZ store operations business.

Figure 14. Store Operations (AUS, UK, NZ) (fully costed)
FY25 FY26E  FY27E  FY28E

Figure 15. SoTP valuation

Store Operations

Revenue 279.8 344.0 405.9 461.1
EBITDA 36.3 48.3 57.8 66.8
EBIT 20.0 295 352 430 Summary able FY26E FY27E FY28E
PRT 13.7 2.9 29.0 372 Personal Finance $ 014 $ 012 $ 0.16
NPAT 10.1 16.0 20.3 26.0 Vehicle Finance $ 0.01 $ 0.01 $ -
o/ 130 13.0 130 Store Operations $ 033 $§ 042 $ 054
.0X .0X .0X
Total $ 049 $ 055 $ 0.70
Equity value 208.5 264.0 338.5 Diff. to current 43% 61% 107%
Price/share $0.33 $0.42 $0.54
SOl 627.6 627.6 627.6
*Fully costed for head office and eliminations Source: Company documents, BOEQ analysis
Source: Company documents, BOEQ analysis
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Risks

e Ongoing Legal and Regulatory Exposure: Even with the planned exit from SACC products in September
2025, CCV remains exposed to legal and regulatory risks tied to its historical activities. While management
has not reported any current disputes or instances of non-compliance, there is still a potential for future losses
arising from past conduct.

e Uncertain Personal Finance Growth: A core rationale for winding down the SACC portfolio is the expectation
that CCV can drive stronger growth in its less regulated MACC and LOC loan products. However, SACC and
Vehicle Finance loans currently account for 35% of the FY25 loan book. If anticipated growth in MACC and
LOC does not materialise, CCV could face a significant shortfall in its loan book and a corresponding decline
in Personal Finance earnings.

e Interest Rate Uncertainty: Current projections assume the RBA will reduce rates by 50 basis points in the
first half of FY26, with potential further rate cuts in CY26. If these cuts do not occur, or if rates instead rise,
it would have a material impact on our forecasts.

e Impact of Elevated Interest Rates: Persistently high interest rates, alongside a weaker economic
environment, could result in higher unemployment rates. This scenario would likely drive loan losses higher.
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Board

Timothy
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CEO and MD
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Non-exec Director
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Non-exec Director

Henry Shiner
Non-exec Director
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Non-exec Director

Andrew Spicer
Non-exec Director

Ord. Shares

Options

Ord. Shares
Perf. Rights

Ord. Shares

Options

Ord. Shares

Options

Ord. Shares

Options

Ord. Shares

Options

Ord. Shares

Options

Ord. Shares

Options

Holdings (% of Register)

10.4m (1.7%)
12.9m

10.3m (1.6%)

0.8m (0.1%)

0.9m (0.0%)

0.8m (0.0%)
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Background

Joined April 2022

Current:
e CFO of EZCORP (NASDAQ: EZPW)

Former:

e Chairman of RateCity
e CFO of Selene Partners

Joined 2016

Former:
e COO of Cash Converters
e COO of Patersons Securities

Joined 1990

Former:

e Managing Director of Cash Converters

e Finance and Administration Manager of Cash
Converters

Joined 2020

Current:
e Director at Humm Group (ASX: HUM)
e Director at Raiz Investment (ASX: RZI)

Joined 2014

Current:
e CEO of EZCORP (NASDAQ: EZPW)
e Non-exec Director of Senetas (ASX: SEN)

Former:
e Director of The Farm Journal Corporation

Joined July 2021

Current:
e On the Advisory Board for Guroo Producer Pty
Ltd

Former:

e VP — Chief Information Officer of McDonald’s
Australasia

e Non-executive Director of DragonTail Systems

Joined 2023

Current:
e Director of Direct Group
e Chairman of Office Choice

Former:
e CFO of Myer Holdings (ASX: MYR)
e CFO of EZCORP (NASDAQ: EZPW)

Joined 2024

Former:

e CEO & MD of Canstar
e Suncorp Group

e McKinsey & Co
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