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Vonex Limited 
New user growth to drive 6x increase in revenue                   

Vonex is a full-service, award-winning telecommunications service provider. 

Through its Retail division, the group sells mobile internet, traditional fixed lines, 

hosted Private Branch Exchange (PBX) and Voice over Internet Protocol (VoIP) 

services – predominately to SMEs. The company also provides white-label products 

to wholesale customers. In addition, Vonex’s R&D arm develops new technologies; 

in the Dec 2018 quarter, the group will be beta testing its Oper8tor App, a multi-

platform social media application, prior to a soft-launch in Europe.  

In June 2018, Vonex Limited (ASX:VN8) listed on the ASX after completing a A$6m 

IPO. After paying down  debt and converting bonds to equity, VN8 is now debt-free; 

the strong balance sheet should allow the group to leverage off the Federal 

Government’s National Broadband Network (NBN) rollout and embark on a major 

marketing drive to increase its registered PBX user base. In August 2018, VN8 

announced a partnership with NASDAQ and TSX-listed CounterPath. We see VN8’s 

marketing and partnering agreement with CounterPath – a well-regarded supplier 

of softphone technology - as a major positive.  Having an official softphone platform 

expands Vonex’s product offering, and should, we believe, assist in acquiring new 

customers and expanding revenue streams from existing customers.  

Forecast increase in PBX customers and revenue    

On 20 August 2018, VN8 announced that Vonex Telecom hit 24,000 registered 

active PBX users as at the end of July 2018 and was expanding this base at a rate 

of 500 users per month. As the group’s marketing and new business initiatives kick 

into gear in the new year (January 2019), we estimate new users increasing to over 

2,000 per month by June 2019. Longer-term, we forecast VN8’s PBX user base 

increasing at a rate of 3,000 per month out to June 2022. Predicated on this new 

customer growth rate, we forecast revenue at the Retail operations increasing over 

6 times from A$7m in FY18A to A45m in FY22E.  

We assume a relatively flat revenue profile at the Wholesale division level.  With 

Oper8tor at a relatively early stage in its development path and, bearing in mind 

the forecast risk attached to the timing and quantum of revenue, we assume zero 

revenues from this source over our forecast period. Predicated on the above, we 

forecast VN8 group revenue increasing from A$8.1m in FY18A to A$45.8m in FY22E. 

This represents a four-year CAGR of 54%.  

SOTP Valuation: 28c per diluted share    

Our DCF for VN8’s telcom business (Retail and Wholesale) is A$91m - equivalent to 

52c per diluted share. Predicated on our forecast earnings profile, we calculate 

VN8’s two-year rolling (diluted) EPS at 1.1c. At an assumed 2-year PE multiple of 

15x, we calculate an EPS/PER multiple valuation for VN8 of 16c (rounded). With 

VN8’s telecommunications business in its ramp-up phase, we suggest that a 100%-

weighted PER valuation underestimates the company’s intrinsic value; conversely, 

we suggest that (in the absence of corporate activity) a 100%-weighted DCF 

valuation is too “long-dated”. Attaching 25% weighting to our DCF valuation, and 

75% weighting to the PER valuation, we calculate a target price for VN8’s telco 

business of 25c (rounded) per diluted share. Adding in a nominal A$5m for the 

early-stage Oper8tor App, we calculate a group target price of 28c.   

At current share price levels of 13c, we calculate that VN8 offers significant upside 

relative to our 12 months target price of 28cps. We initiate coverage on VN8 

with a Speculative Buy (Higher risk) recommendation. 
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Vonex Limited
Year ending June

Profit & Loss Statement (A$M) FY18A FY19E FY20E FY21E FY22E Retail revenue FY18A FY19E FY20E FY21E FY22E

Revenue 8.1 10.8 19.8 32.8 45.8 PBX customers (begin year) n/c 23,275 35,275 71,275 107,275

COGS (5.0) (6.5) (11.9) (19.7) (27.5) PBX customers (end year) n/c 35,275 71,275 107,275 143,275

Employee/contractor (2.1) (3.4) (3.6) (4.1) (5.1) PBX customers (average) n/c 29,275 53,275 89,275 125,275

Corporate/Other (1.9) (2.2) (2.5) (3.0) (3.1) Average new  customers per month n/c 1,000 3,000 3,000 3,000

EBITDA (0.9) (1.2) 1.8 6.0 10.2 Average revenue/customer (A$pa) n/c 330 350 354 356

Depreciation & Amortisation (0.1) (0.1) (0.1) (0.1) (0.2) Average revenue/customer (A$pm) n/c 27 29 29 30

Operating profit (1.0) (1.4) 1.7 5.9 10.0 Revenue (A$m) 7.0 9.6 18.6 31.6 44.6

NOI (13.1) 0.0 0.0 0.0 0.0 Annual % change n/c 38% 93% 69% 41%

EBIT (14.1) (1.4) 1.7 5.9 10.0 

Interest income 0.0 0.2 0.1 0.2 0.3 Wholesale revenue FY18A FY19E FY20E FY21E FY22E

Interest expense (0.6) (0.0) (0.0) (0.0) (0.0) Revenue (A$m) 1.1 1.1 1.2 1.2 1.3

Tax expense 0.0 0.4 (0.5) (1.8) (3.1) Annual % change n/c 4% 4% 4% 4%

Reported NPAT (14.7) (0.9) 1.3 4.2 7.2 

Normalised NPAT (1.6) (0.9) 1.3 4.2 7.2 Oper8tor revenue FY18A FY19E FY20E FY21E FY22E

Average monthly users n/c 0 0 0 0

EBITDA Margin (%) -11% -11% 9% 18% 22% Monthly revenue per user (US$) n/c 0.0 0.0 1.0 1.0

Operating profit margin (%) -13% -13% 8% 18% 22% Revenue (US$m) n/c 0 0 0 0

EPS Reported (A$c) (10.0) (0.5) 0.7 2.4 4.1 Revenue (A$m) @ US$0.75 n/c 0 0 0 0

EPS Normalised (A$c) (1.1) (0.5) 0.7 2.4 4.1 Annual % change n/c na na na na

EPS grow th (%) n/a n/a n/a 235% 71%

DPS - Declared (A$) 0.00 0.00 0.00 0.00 0.01 Group revenue  (A$m) FY18A FY19E FY20E FY21E FY22E

Avg. no. of fully-diluted shares (m) 69 175 175 175 175 Retail business 7.0 9.6 18.6 31.6 44.6

YE no. of fuly-diluted shares (m) 148 175 175 175 175 Wholesale business 1.1 1.1 1.2 1.2 1.3

Oper8tor 0.0 0.0 0.0 0.0 0.0

Cash Flow Statement (A$M) FY18A FY19E FY20E FY21E FY22E Group 8.1 10.8 19.8 32.8 45.8

EBITDA (0.9) (1.2) 1.8 6.0 10.2 Annual % change n/c 34% 84% 66% 40%

Investment in w orking capital (0.5) (0.0) 0.3 0.4 0.4 

Tax expense 0.0 0.4 (0.5) (1.8) (3.1) Group EBITDA  (A$m) FY18A FY19E FY20E FY21E FY22E

Operating Cash Flow (1.4) (0.9) 1.6 4.6 7.5 Retail business 1.1 1.9 4.5 8.6 12.8

Capex (0.1) (0.5) (0.5) (0.5) (0.5) Wholesale business 0.2 0.4 0.4 0.4 0.4

Other investments 0.0 0.0 0.0 0.0 0.0 Oper8tor 0.0 -1.3 -0.5 0.0 0.0

Investing Cash Flow (0.1) (0.5) (0.5) (0.5) (0.5) Group (excluding Corporate) 1.3 1.0 4.3 9.0 13.2

Net interest received / (paid) (0.6) 0.2 0.1 0.2 0.3 Annual % change n/c na 349% 109% 47%

Debt draw dow n / (repayment) (2.4) 0.0 0.0 0.0 0.0 

Dividends paid 0.0 0.0 0.0 0.0 (2.4)

Equity raised / (repaid) 23.0 0.0 0.0 0.0 0.0 

Financing Cash Flow 20.0 0.2 0.1 0.2 (2.1)

Non-operating & Other (13.7) 0.0 0.0 0.0 0.0 

Inc/(Dec) in  Cash 4.8 (1.2) 1.2 4.3 4.9 

Balance Sheet (A$M) FY18A FY19E FY20E FY21E FY22E

Cash & Equivalents 5.2 4.0 5.2 9.4 14.3 

Receivables 0.7 1.1 2.0 3.3 4.6 

Inventories 0.0 0.0 0.0 0.0 0.0 

Other Current Assets 0.1 0.1 0.1 0.1 0.1 

PPE and Exploration & Development 0.7 1.1 1.4 1.8 2.1 

Deferred tax asset 0.0 0.0 0.0 0.0 0.0 Valuation Ratios (x) FY18A FY19E FY20E FY21E FY22E

Other Non Current Assets 0.5 0.5 0.5 0.5 0.5 Normalised PER -ve -ve 18.8 5.6 3.3

Total Assets 7.2 6.7 9.1 15.0 21.6 EV (A$m) 9 10 9 4 0

Payables and other current Liabilities 2.0 2.3 3.5 5.2 6.9 EV/EBITDA -9.6 -7.9 4.7 0.7 n/a

Short Term Debt 0.0 0.0 0.0 0.0 0.0 ROE (%) -31% -18% 25% 55% 59%

Long Term Debt 0.0 0.0 0.0 0.0 0.0 

Other Non Current Liabilities 0.0 0.0 0.0 0.0 0.0 SOTP valuation A$m A$ps

Total Liabilities 2.0 2.3 3.5 5.2 6.9 91 0.52

Total Equity 5.2 4.3 5.6 9.8 14.7 28 0.16

Net Debt (Cash) (5.2) (4.0) (5.1) (9.4) (14.3) 44 0.25

Substantial Shareholders

Code Nominees PTY Ltd

Finance West PTY Ltd

Mr Matthew  Fahey

Source: Company, IRESS, State One Stockbroking forecasts            Note: Per share data based on 175 million diluted shares            
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Valuation 

DCF valuation (Telco Business) 

Our estimated DCF value of A$91m (equivalent to A$52c per diluted share) is 

predicated on the following assumptions:  

• Explicit cash flow forecasts over the five-year forecast period FY19E-

FY23E), 

• Long-term (ie post FY23E) revenue growth of 2%pa (equivalent to 

2%pa price escalation), 

• Long-term EBITDA margin of 20% and, 

• A discount rate of 10% 

• Diluted number of shares calculated at 175.4m (shares in issue plus 

performance shares). Because of the forecast risk attached to the 

timing and quantum of options exercised (average exercise price of 

24c), we have not included options in our calculation of diluted shares.    

Figure 1: DCF Calculation  

    
Source: State One Stockbroking Forecasts  

Note: Cash and debt as per FY19E forecasts 

PE multiple valuation (telco business) 

Predicated on our forecast earnings profile, we calculate VN8’s two-year rolling 

(diluted) EPS at 1.1c. At an assumed 2-year PE multiple of 15x, we calculate 

an EPS/PER multiple valuation for VN8 of 16c (rounded). Note: because of 

forecast negative EPS in FY19E, a one-year earnings multiple valuation for the 

group is not applicable.  

We believe our assumed PE rating is conservative relative to the ratings 

attached to stocks in the S&P/ASX 300 Telecommunications Sector. See table 

in sidebar. 

Fully-diluted no. of shares 

Source: Company, State One Stockbroking 
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Telco business target price 

With VN8’s telecom business in its ramp-up phase, we suggest that a 100%-

weighted PER valuation underestimates the company’s intrinsic value; 

conversely, we suggest that (in the absence of corporate activity) a 100%-

weighted DCF valuation is too “long-dated”. Attaching 25% weighting to our 

DCF valuation, and 75% weighting to the PER valuation, we calculate a target 

price for VN8’s telco business of 25c (rounded) per diluted share.    

Figure 2: Target price calculation (Telco business)  

 
Source: IRESS, State One Stockbroking forecasts 

Group target price, recommendation and risks 

While VN8’s Oper8tor App has, we suggest, significant revenue and profit 

potential, the project is still in a relatively early stage of development, with 

poor visibility as to the timing and quantum of revenues, costs, and roll-out 

capex. As a result, we assign a nominal A$5m to the Project – based on 

estimated historical expenditure and guided FY19/20E expenditure of 

A$1.75m. Underpinned by our estimated 25%/75%-weighted DCF/PER 

valuation for the telco business of A$41m (24c per diluted share), we calculate 

VN8’s group sum-of-the-parts (SOTP) value at A$50m (29cps).  

Figure 3: SOTP valuation   

   
Source: IRESS, State One Stockbroking forecasts 

At current share price levels of 13c, we calculate that VN8 offers significant 

upside relative to our target price of 28cps. We initiate coverage on VN8 

with a Speculative Buy (Higher risk) recommendation.  

Risk to our EPS profile and target price include but are not limited to: new PBX 

customer acquisition, average received revenue per PBX customer, 

competition from new and existing telcos, key personnel risk, the success of 

Oper8tor and, near-term (FY19E) cash flows.  

The growth rate in PBX users is a particularly key metric. Our base-case 

valuation assumes a long-term (i.e. post-June 2019) growth rate of 3,000 

users per month out to June 2022. In a 2,000 per month scenario, our target 

price falls to 19 cps.  In a 1,000 per month scenario, our target price falls to 

15 cps.  At current share price levels, it looks like this is the rate of growth 

that the market is discounting. Achieving growth rates above this metric, 

could, we believe, be an important +ve share price catalyst.     

Target Price: A$0.28  

Recommendation:  

Speculative Buy 

(Higher risk)  

While we do not assume 
any revenues from Oper8tor 
in our model and attach 
only a nominal A$5m value 
to the Oper8tor Project, we 
can see that the social 
media App, if successful, 
could have a material 
impact on VN8’s overall 
valuation. For example, 1 

million average monthly 
users at US$1 revenue per 
month per user equates to 
A$12m in annual revenue. 
We note that 15 million 
performance shares are 
dependent on the Oper8tor 
App achieving between 10 
and 20 million active users.  
 
 
 

We suggest that as a newly-listed 

company, investors will attach 
greater weighting to the group’s 
near-term performance rather than 
a longer-term DCF.  
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Peer comparison: MNF Group Ltd (ASX:MNF)  

While no stock is an exact clone of another, we believe VN8 is most comparable 

to A$347m m’cap ASX-listed telecommunications group MNF Group Ltd 

(ASX:MNF) – formerly known as My Net Fone Limited. 

MNF’s share price increased by 39x from 17c in December 2010 to a peak of 

A$6.60 in January 2018, before some profit taking. Over this period, MNF was 

able to benefit from Telstra’s business restructuring / positioning and posted 

impressive EPS and DPS growth.   

Figure 4: MNF Group share price history (2010-Present)   

   

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Source: IRESS, State One Stockbroking forecasts 

 

Figure 5: MNF Group: EPS and DPS history 

 
Source: Company, State One Stockbroking forecasts 

MNF is a provider of 

internet-based 
telecommunication services, 
including VoIP, data, and 
video services to residential 
and business enterprises.   
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Business model  

Vonex (ASX:VN8) is made up of three core businesses: 

Vonex Telecom (Retail) - housing the group’s retail business, offers a range 

of telecommunications services to small to medium-sized enterprises (SMEs) 

including mobile, internet, business phone systems, and cloud-hosted VoIP 

private branch exchange (PBX) services.  

Vonex Wholesale – sells products (PBX endpoints, voice minutes, advanced 

PBX features) on a white label basis to wholesale clients - typically ISPs, 

carriers, and larger telcos and cloud service providers.     

Oper8tor – a globally patented social media communications App which allows 

individuals to communicate across multiple platforms and Apps. The product 

is currently being refined with Beta testing planned to commence in the Dec. 

quarter 2018, i.e. now. 

Forecast revenue profile  

VN8 reported external customer sales of A$8.1m in FY18 (+16%YoY growth 

on FY17’s A$7m. The Retail operations accounted for 85% of revenues 

(A$7m), with Wholesale accounting for 15% (A$1.1m). 

Retail revenue 

On 20 August 2018, VN8 announced that Vonex Telecom hit 24,000 registered 

active PBX users as at the end of July 2018 and was expanding this base at a 

rate of 500 users per month.  

We assume this growth rate is maintained at 500 users per month until early 

in 2019; at this point we assume a significant increase in new customer 

acquisition as Vonex’s marketing goes into full swing in NBN rollout areas. By 

June 2019, we forecast VN8 adding over 2,000 new PBX users per month. See 

Figure 1 overleaf. 

Our growth profile is supported, we suggest, by VN8’s recent agreement with 

a significant telecom player.  

On 2 August 2018, Vonex announced that it had secured a one-year, 

renewable, Cooperative Marketing and Master Partnering Agreement with 

NASDAQ and TSX-listed CounterPath Corporation. Vancouver-based 

CounterPath owns award-winning and globally recognised Unified 

Communications (UC) solutions’ including Bria 5 software for softphone 

platforms (i.e., desktop, tablet, mobile), and the Stretto Platform (for 

integrating enterprise-wide communication systems. 

 

 

Retail operations: 

the revenue driver  

Excluding the benefits 
forecast to come with the 
CounterPath agreement, 
triggers to expand the core 
telco business include: 
 

1) Increase in staff to 
manage and expand the 
dealer channel, 
2) Marketing campaign 
specifically to recruit new 
channel partners to sell 
Vonex products/services, 
3) Roll out of national 
marketing campaign to 
generate customer leads 
specifically in areas where 
NBN cutovers are imminent 

and where VN8 have good 
channel partner coverage 
and, 
4)NBN is now entering the 
primary window of major 
city rollout and cutover.  

Voice over Internet Protocol (VoIP) enables voice calls to be made over the 
internet. Many people are familiar with the technology via popular 
applications (Apps) such as Skype and Viber. The business applications for 
VoIP, however, are causing the biggest stir in the telecoms s sector, as 

more and more SMEs look to cloud-based solutions that can provide greater 
reliability and functionality at a reduced cost. VoIP PBX systems mean that 
SMEs do not have to rely on a physical central box in the building to which 
all the phones are connected. VN8 has designed its own feature-rich VoIP 
PBX system which it sells direct to SME customers, as well as through white 
label agreements with third parties. 
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The partnership agreement will see both parties collaboratively working on new 

customer growth in Australia. VN8 believes that this could open much larger 

opportunities to work with enterprise clients previously not targeted, plus 

enable the group to expand its offering to existing business, enterprise, and 

channel customers. Vonex will also white-label selected CounterPath products 

and sell under its own brand. To this end, VN8 has made an initial order of 

10,000 licenses for the Bria and Stretto products. In turn, existing CounterPath 

customers, who currently only access software solutions, can now be offered 

connection to Vonex’s VoIP solutions. In addition to the joint marketing 

activities, the development and engineering divisions of both groups will 

engage in a range of collaborative engineering activities 

Figure 6: Forecast registered active PBX users – monthly to June 2019 

 
Source: Company, State One Stockbroking forecasts 

Note: Monthly figures are average per month 

 

We see VN8’s marketing and partnering agreement with CounterPath – a well-

regarded global supplier of softphone technology - as a major positive.  Having 

an official softphone platform expands Vonex’s product offering, and should, 

we believe, assist in acquiring new customers and expanding revenue streams 

from existing customers.  We see the potential for VN8 to enter into similar JV 

agreements with other parties, delivering additional upside .  

 

 

Marketing drive and 

CounterPath JV = 

step change in new 

PBX customer 

acquisition  

Unified Communications (UC) is a business and marketing concept 
describing the integration of enterprise communications such as instant 
messaging (chat), voice (including IP telephony), mobility features 
(extension mobility, single number reach), audio, web, and video 
conferencing, desktop sharing, data sharing, call control etc. UC is not 
necessarily a single product, but a set of products that provides a consistent 

unified user interface and user experience across multiple devices and 
media types. 
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Looking further out, we forecast a normalised long-term user acquisition rate 

of 3,000 per month. We believe that this is the level of new business which 

Vonex management is targeting post FY19E.  

At this level of growth, we calculate that by the end of FY22E, VN8’s PBX user 

base could be some 142,000, 6 times the size of the current (July/August 

2018) customer base of 24,000.  

Figure 7: Forecast registered active PBX users – monthly to June 2022 

 
Source: Company, State One Stockbroking forecasts 

Note: Monthly figures are average per month 

Revenue is derived from upfront hardware and installation fees, plus recurring 

monthly revenue per user, along with additional services and maintenance 

fees. These figures are not disclosed by management and are, not 

unsurprisingly, commercial in confidence. 

Based on disclosed historical revenues in FY17/FY18, and estimated average 

annual PBX users over this period, we estimate an effective average realised 

price (i.e., blended upfront and ongoing fee) of A$30 per month per PBX user.   

Predicated on our forecast PBX user growth profile and unit revenue, we 

calculate revenues at the Retail division growing by 38% from A$7m in FY18A 

to A$9.6m in the current year (i.e., FY19E), and increasing further by 93% in 

FY20E. In FY22E, we forecast the Retail division posting revenues of A$45m. 

See table below.   

Figure 8: Forecast Retail division revenue to FY22E 

 
Source: Company, State One Stockbroking forecasts 

Retail revenue 

increasing from 

A$7m in FY18 to 

A$45m in FY22E  
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Group revenue 

We assume a relatively flat revenue profile at the Wholesale division. With 

Oper8tor at a relatively early stage in its development path and, bearing in 

mind the forecast risk attached to the timing and quantum of revenue, we 

assume zero revenues from this source over our forecast period. Predicted on 

the above, we forecast VN8 group revenue increasing from A$8.1m in FY18A 

to A$45.8m in FY22E. This represents a four-year CAGR of 54%.  

Figure 9: Forecast group revenue profile to FY22E 

 
Source: Company, State One Stockbroking forecasts 

 

Group EBITDA  

Underpinned by strong forecast revenue growth at the Retail division, we 

forecast group EBITDA (before corporate costs) increasing from A$1.3m in 

FY18A to A$13.2m in FY22E (~CAGR of 78%).  Note: including corporate 

costs we forecast group EBITDA increasing from -A$0.9m in FY18A to 

A$10.2m in FY22E.   

Figure 10: Forecast group EBITDA profile to FY22E 

 
Source: Company, State One Stockbroking forecasts 

Note: We assume R&D spend of A$1.75m at Oper8tor in FY19/20E, with the bulk of this  

R&D expenditure expensed in FY19E.    

FY18-22 revenue 

CAGR of 54%  

FY18-22 EBITDA 

CAGR of 78%  
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Directors (source: FY18 Annual Report) 
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General Advice Warning 

The contents of this document have been prepared without taking account of your objectives, financial 

situation or needs. You should, before taking any action to acquire or deal in, or follow a recommendation 

(if any) in respect of any of the financial products or information mentioned in this document, consult your 

own investment advisor to consider whether that is appropriate having regard to your own objectives, 

financial situation and needs. 

Whilst State One Stockbroking Ltd believes information contained in this document is based on information 

which is believed to be reliable, its accuracy and completeness are not guaranteed and no warranty of 

accuracy or reliability is given or implied and no responsibility for any loss or damage arising in any way 

for any representation, act or omission is accepted by State One Stockbroking Ltd or any officer, agent or 

employee of State One Stockbroking Ltd. 

If applicable, you should obtain the Product Disclosure Statement relating to the relevant financial product 

mentioned in this document (which contains full details of the terms and conditions of the financial product) 

and consider it before making any decision about whether to acquire the financial product. 

 

Disclosure 

The directors and associated persons of State One Stockbroking Ltd may have an interest in the financial 

products discussed in this document and they may earn brokerage, commissions, fees and advantages, 

pecuniary or otherwise, in connection with the making of a recommendation or dealing by a client in such 

financial products.  

 

Note: State One Stockbroking was Lead Manager and Underwriter for Vonex’s IPO in June 2018. 

 

The Research Analyst who prepared this report hereby certifies that the views expressed in this research 

document accurately reflect the analyst’s personal views about the company and its financial products. 

The research analyst has not been and will not be receiving direct or indirect compensation for expressing 

the specific recommendations or views in this report.  

 

This research at all times remains the property of State One Stockbroking Ltd. And as such cannot be 

reprinted, distributed, copied, posted on the internet, in part or whole, without written prior approval from 

an Executive Director of State One Stockbroking Ltd. 
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