
 

Commentary on VONEX from State One’s Chairman Alan Hill 
Investments in these stocks should be deemed as speculative 

In more than 40 years of investment analysis and research, rarely have I seen a 
comparable instance of potential high return relative to risk, as is now evident in 
the VONEX initial public offer.   

VONEX is much more than a small Australian telco. It is potentially also a 
significant software development house focussing on telecommunications 
applications, with the potential and intent to develop its own globally significant 
products, based initially on those using its Oper8tor technology.   

Our research values VONEX’s traditional telco activity alone at an NPV of A$105M, 
based on what we deem to be a reasonable assessment of future sales revenue 
flows.  If our assessment of the potential of VONEX’s other products is accurate, 
then we can add a heavily-discounted user-based estimated value of the Oper8tor 
operation at A$31m. Potentially it could be worth very much more.   

By the end of 2020 it is expected that the NBN will have been made available to at least 11.2 million Australian 
consumers, with 8 m of these forecast to be active by then.  Australian internet consumers will be compelled to dispose 
of their old-style copper internet service and replace it with the fibre-based, Federal Government driven, National 
Broadband Network. In making the transition, consumers will have the option as to which provider they select. 
Obviously, many will opt to remain with Telstra, as the dominant carrier. Many will also select other options which they 
deem to be more innovative or offering better value or service.   There is no doubt that VONEX is already carving out 
a niche for itself in this market, with a proven ability to attract clients from Telstra.  Although the numbers are still 
relatively small, we understand that nearly 100% of VONEX’s new clients are sourced directly from Telstra.  Most 
importantly, there is still a very large part of the national pie still to be converted to the NBN, and hence available to 
VONEX. Once VONEX is listed on ASX (expected 12 June 2018), with an appropriate financial structure in place, we 
expect that it will take just 9 – 12 months for VONEX’s cash generating power to become evident. Our confidence in this 
regard is based upon: 

✓ The forced “churn” evident in the national 
broadband market – whereby consumers are 
forced to drop their copper-based connection to 
the existing internet communication to an 
alternative provider; 

✓ VONEX having positioned itself in the market sweet 
spot - the small & medium sized enterprises sector, 
where prices are best & demand growth is 
strongest, while many competing companies are 
not well equipped to face the host of technical 
barriers; and 

✓ VONEX developing relationships with other 
industry participants, including companies like In A 
Box (ASX:IAB) via VN8’s wholesale white labelling 
business. 

Based on what we have seen in depth with the ASX-listed 
MNF Group Ltd (previously known as My Net Fone Ltd) - a 
similar company to VONEX -  companies in this space tend 
to be initially light on capital, but if well managed they can 
quickly convert this potential into a robust generator of 
cash.  With regards to MNF, it listed on the ASX at 20c on 18 May 2006.  After struggling for about 5 years, the MNF 
share price rose strongly over the following 5 years, reaching an all-time high of $6.90 in late 2017, for a 34-fold gain 
relative to the IPO price. Clearly this represented a massive out-performance relative to the broader Australian equity 
market indices. (For the sake of balance, I should also note that not all such stocks in this sector have fared as well.) 

Alan Hill 
Executive Chairman, State One Stockbroking 
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Even more admirable has been the trend in MNF’s dividend flow.  The company paid its first dividends totalling 2 cps 
(unfranked) in the period 6/9/2010 - 19/8/2011, before subsequently paying a total of 35.6 cps of fully franked 
dividends (without faltering) in the 6-year period from 6/3/2012 - 5 March 2018.  By any measure, that amounts to a 
quite exceptional return on equity.  In our view this performance can be attributed overwhelmingly to MNF’s success 
in setting itself up as a high profit margin operation, supported by low operating costs (in-house systems development) 
and low capital demand. It didn’t take long for MNF to emerge as an operation with strong cash generating potential.  
Although VONEX has significantly lagged MNF in joining the ASX, there are many similarities between the two 
companies, both having been successful in developing their own unique software products, and hence both being 
providers of software to the industry rather than buyers, with the attendant high profit margin.   

In its favour VONEX has developed a range of other social media and other assets which State One suggests could give 
it the potential to surpass MNF in many areas of software development, both on existing products and those still in 
development. Foremost amongst the suite of assets developed by VONEX are the globally patented “Oper8tor” 
programs. Under the supervision of the group’s Chief Technical Officer Angus Parker, the technical team has been 
beavering away since 2004, developing a range of no less than 35 separate products applicable to the groups 
telecommunications sector, some of which may soon become household names.  For commercial reasons, VONEX has 
withheld the names of many of these products, although it’s not expected to be long before the details on some are 
made known. The market will be watching closely to see to what extent the inherent promise of these other projects 
is realized.   

Please refer to our Term Sheet which summarises the Offer Details, Indicative Timetable, Company Background, 
Investment Case and State One’s Valuation of VONEX 

To view the VONEX LTD prospectus please Click Here.  

To view a demonstration of VONEX’s social media product, please Click Here. Investors wishing to secure stock should 
confirm their interest to the State One Executive Assistant, Linda Hill on vonex@stateone.com.au. 

PLEASE NOTE THAT THE VONEX OFFERING IS DUE TO CLOSE NO LATER THAN 4th June 2018. 

The offer of securities is made in the Second Supplementary Prospectus lodged with ASIC by VONEX Limited on 
24/04/2018 (“Prospectus”). Anyone wishing to acquire securities should read the Prospectus in its entirety and 
complete an application form contained in, or accompanying, the Prospectus. An electronic copy of the Prospectus may 
be viewed at https://investors.vonex.com.au/offer/  

DISCLAIMER & DISCLOSURE OF INTEREST - This note has been distributed in confidence to clients of State One Equities Pty Ltd AFSL No. 233 
129 (State One) and may not be reproduced or disclosed to any other person without the prior written consent of State One. The 
distribution of this public offer term sheet (note) to persons, or in jurisdictions, outside Australia may be restricted by law and any person into 
whose possession this document comes should seek advice on and observe those restrictions. Any failure to comply with such 
restrictions may violate applicable securities laws. This note does not constitute an invitation, recommendation or offer by State One, 
Vonex Limited (ACN 063 074 635) (Company), nor their respective agents, affiliates, related bodies corporate, officers, directors or 
employees for the purchase or subscription of any asset, shares, debentures or similar instruments in the Company by the recipient of this note 
(Recipient). Furthermore, this note does not advertise any such information or offer. This document is not a prospectus, product disclosure 
statement or other disclosure document (as each of those terms are defined in the Corporations Act (Cth) 2001 (Corporations Act), and does 
not contain all of the information that would be contained in a prospectus or other disclosure document prepared under the Corporations 
Act. Under no circumstances will this note be deemed or construed to be an offer to the Recipient or any other person to subscribe for shares 
or other securities in the Company. Other than the Recipient's acceptance of the conditions set out in this Disclaimer & Disclosure of Interest, 
nothing contained in this note is intended to be legally binding and no legally binding contract, arrangement or understanding will exist 
between State One and any person as a result of this note. Reliance should not be placed on the information or opinions set out in this note. 
Neither this note, nor any information it contains constitutes financial product, investment, accounting, financial, legal or tax advice, and 
does not take into consideration the investment objectives, financial situation or particular needs of any particular investor. The Recipient 
acknowledges and agrees that it will make its own enquiries and investigations, and obtain its own independent legal, and financial advice, 
to verify all information on which it intends to rely. State One and its agents, affiliates, related bodies corporate, officers, directors and 
employees make no recommendation or warranty, express or implied, to the Recipient (or any other person) concerning the shares or the 
fairness, accuracy, reliability, completeness or correctness of the statements, estimates, opinions, conclusions and other information 
contained in this note, or concerning the performance of the Company. This note is intended to provide background information only and 
does not purport to make any recommendation upon which the Recipient (or any other person) may reasonably rely without taking further 
and more specific advice. To the maximum extent permitted by law, State One, its related bodies corporate and their respective agents, 
affiliates, officers, directors, employees and advisors accept no responsibility for any information provided in this note, including any forward 
looking information, and disclaim any liability whatsoever (including, without limitation, any liability arising from fault or negligence) for any 
direct or indirect loss or damage howsoever arising from any use of this note or anything contained in or omitted from this note or otherwise 
in connection therewith. The Directors of State One advise that they and persons associated with them have an interest in the securities to 
be issued by the Company pursuant to the Public Offer and that State One may earn brokerage, commissions, fees & other benefits & 
advantages, whether pecuniary or not and whether direct or indirect, in connection with the making of a recommendation or a dealing by a client 
in the Company’s securities, and which may reasonably be expected to be capable of having an influence in the making of any 
recommendation, and that some or all of our Proper Authority holders may be remunerated wholly or partly by way of commission. The 
Recipient of this note or any entity or person receiving this document represents, warrants and confirms that it accepts the qualifications, 
limitations and disclaimers set out in this Disclaimer & Disclosure of Interest. 

https://www.stateone.com.au/download/download?file=Vonex_Term_Sheet_May_2018.pdf&downloadtype=DOWNLOADS
https://www.stateone.com.au/download/download?file=vonex_prospectus.pdf&downloadtype=DOWNLOADS
https://www.youtube.com/watch?v=Bkw34adPY94&index=8&list=PLLhrl4O57Iw6hydH_GNqE6mK1LfaP3n5C
mailto:vonex@stateone.com.au
https://investors.vonex.com.au/offer/

