Openpay Limited (OPY)
Rating: Buy | Risk: High | Price Target: $5.00
Going Global with Opportunity to Generate Multi-Billion Dollar TTV from US Alone
Event
Investor Briefing highlighted the very significant opportunity available to OPY in the US,
notably: (1) multi-billion dollar TTV potential vs. current $165m TTV from Australia/UK at
end of December 2020; and (2) the clearly differentiated offering to its homogenous “payin-4” and short term (<2 months) peer offering (much higher ATV, longer 2-24 month tenure,
non-Retail vertical focus on Health/Auto/Home, older demographic, etc.).

Highlights
• Key take away from call: Total Addressable Market (TAM) for BNPL globally is >US$6.5t
(comprising US US$5.5t, UK $0.63t, Australia US$0.32t and NZ US$0.1t) and OPY’s share
of this wallet is estimated at c. 15%, equating to a mammoth US$829b target market –
by non-Retail sub-vertical is US$379b Big-Ticket Retail, US$218b Health, US$78b Home,
US$89b Education and US$65b Auto (source: Barclays, IBIS, World Bank).
• A “back-of-the-envelope” sensitivity by Shaw and Partners with respect to the
potential revenue impact of US penetration(market share vs. gross revenue yield)
highlights that this significant scale, opportunity and revenue runway, based on
relatively conservative assumptions, could potentially yield a quantum leap in revenue
generation, as outlined in the Table below (source: Shaw and Partners).
OPY US Revenue Contribution Forecast (US$b)

Revenue Yield
(% of TTV)

US Market Share
$3.73
5%
6%
7%
8%
9%
10%

1%
$0.4
$0.5
$0.6
$0.7
$0.7
$0.8

2%
$0.8
$1.0
$1.2
$1.3
$1.5
$1.7

3%
$1.2
$1.5
$1.7
$2.0
$2.2
$2.5

4%
$1.7
$2.0
$2.3
$2.7
$3.0
$3.3

5%
$2.1
$2.5
$2.9
$3.3
$3.7
$4.1

• Share of online wallet expected to grow 4x in the US by 2024 – BNPL is the fastest
growing US payment option (YTD data to Sept-20) (source: Barclays):
1.

BNPL accelerating: +201% Gen Z, +86% Millennials, +63% Other;

2.

Debit declining: +19% Gen Z, +24% Millennials, +17% Other; and

3.

Credit falling rapidly: -8% Gen Z, -7% Millennials, -12% Other.

• Moreover, mobile commerce is the fastest growing channel in retail payments (growing
at a CAGR of 28% from 2020 to 2027) – mobile revolution is fuelling the proliferation of
digital and mobile wallets (eWallets e.g. Apple Pay, Samsung Pay, Google Pay, and
WeChat Pay / AliPay in China), both online and at POS, as well as BNPL options like OPY.
eWallets now account to ~43% of retail eComm transactions globally, and up to 50-60%
during COVID-19 (source: Euromonitor, Allied Markets Research and Worldpay).
• Well-funded ($240m) to meet and support this rapid acceleration – (1) current funding
of $173m (Australia $45m undrawn, UK $88m undrawn and $39m cash); plus (2) cap raise
proceeds of $68m ($43m placement/SPP and $5m corporate debt undrawn).

Recommendation
BUY. OPY trades at a significant – and attractive – 47% discount to listed BNPL peers on an
FY22 EV/Sales multiple of 5.1x vs. combined 9.7x for APT, HUM, IOU, LBY, SPT, SZL, Z1P.
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OPY, which is headquartered in Melbourne, Australia, is a
fintech company that partners with merchants to provide
Buy Now, Pay Later (BNPL) repayment plans to customers
in-store, in-app and online. IPO on 16 December at $1.60ps.
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Rating Classification
Buy

Expected to outperform the overall market

Hold

Expected to perform in line with the overall market

Sell

Expected to underperform the overall market

Not Rated

Shaw has issued a factual note on the company but does not have a recommendation

Risk Rating
High

Higher risk than the overall market – investors should be aware this stock may be speculative

Medium

Risk broadly in line with the overall market

Low
Lower risk than the overall market
RISK STATEMENT: Where a company is designated as ‘High’ risk, this means that the analyst has determined that the risk profile for this company is
significantly higher than for the market as a whole, and so may not suit all investors. Clients should make an assessment as to whether this stock
and its potential price volatility is compatible with their financial objectives. Clients should discuss this stock with their Shaw adviser before making
any investment decision.
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Disclaimer
Shaw and Partners Limited ABN 24 003 221 583 (“Shaw”) is a Participant of ASX Limited, Chi-X Australia Pty Limited and holder of Australian Financial
Services Licence number 236048.
ANALYST CERTIFICATION: The Research Analyst who prepared this report hereby certifies that the views expressed in this document accurately
reflect the analyst's personal views about the Company and its financial products. Neither Shaw nor its Research Analysts received any direct financial
or non-financial benefits from the company for the production of this document. However, Shaw Research Analysts may receive assistance from the
company in preparing their research which can include attending site visits and/or meetings hosted by the company. In some instances the costs of
such site visits or meetings may be met in part or in whole by the company if Shaw considers it is reasonable given the specific circumstances relating
to the site visit or meeting. As at the date of this report, the Research Analyst does not hold, either directly or through a controlled entity, securities
in the Company that is the subject of this report, where they do hold securities those interests are not material. Shaw restricts Research Analysts
from trading in securities outside of the ASX/S&P100 for which they write research. Other Shaw employees may hold interests in the company, but
none of those interests are material.
DISCLAIMER: This report is published by Shaw to its clients by way of general, as opposed to personal, advice. This means it has been prepared for
multiple distribution without consideration of your investment objectives, financial situation and needs (“Personal Circumstances”). Accordingly, the
advice given is not a recommendation that a particular course of action is suitable for you and the advice is therefore not to be acted on as investment
advice. You must assess whether or not the advice is appropriate for your Personal Circumstances before making any investment decisions. You can
either make this assessment yourself, or if you require a personal recommendation, you can seek the assistance of your Shaw client adviser. This
report is provided to you on the condition that it not be copied, either in whole or in part, distributed to or disclosed to any other person. If you are
not the intended recipient, you should destroy the report and advise Shaw that you have done so. This report is published by Shaw in good faith
based on the facts known to it at the time of its preparation and does not purport to contain all relevant information with respect to the financial
products to which it relates. The research report is current as at the date of publication until it is replaced, updated or withdrawn. Although the report
is based on information obtained from sources believed to be reliable, Shaw does not make any representation or warranty that it is accurate,
complete or up to date and Shaw accepts no obligation to correct or update the information or opinions in it. If you rely on this report, you do so at
your own risk. Any projections are indicative estimates only and may not be realised in the future. Such projections are contingent on matters outside
the control of Shaw (including but not limited to market volatility, economic conditions and company-specific fundamentals) and therefore may not
be realised in the future. Past performance is not a reliable indicator of future performance. Except to the extent that liability under any law cannot
be excluded, Shaw disclaims liability for all loss or damage arising as a result of any opinion, advice, recommendation, representation or information
expressly or impliedly published in or in relation to this report notwithstanding any error or omission including negligence.
Depending on the timing and size of your investment, your portfolio composition may differ to the model. Performance figures are derived from the
inception date of the model and its investment transactions from that date, therefore the performance for your portfolio may be different. If you
have any questions in connection with differences between your portfolio and the model, you should speak with your adviser.
IMPORTANT INFORMATION TO CONSIDER: It is important that before making a decision to invest in a Shaw Managed Accounts, a managed fund, an
exchange traded fund, an individual hybrid security or listed debt instrument that you read the relevant Product Disclosure Statement (“PDS”). The
PDS will contain information relevant to the specific product, including the returns, features, benefits and risks. The PDS can be found at:
www.shawandpartners.com.au/media/1348/shawmanagedaccounts_pds.pdf.
RISKS ASSOCIATED WITH HYBRID SECURITIES: Hybrid securities and listed debt instruments differ from investments in equities and cash products in
a number of important respects. The liquidity risk associated with an investment in hybrid securities and listed debt instruments will generally be
greater than that associated with equities. The credit risk associated with hybrid securities and listed debt instruments is higher than that of a cash
product or term deposit. Some hybrid securities may be perpetual in nature, meaning that they can only be redeemed or exchanged for cash or equity
at the issuer’s option. Hybrids may also contain terms which automatically trigger the deferral of an interest payment or cause the issuer to repay
the hybrid earlier or later than anticipated. ASIC has published information to assist consumers in understanding the risks and benefits associated
with an investment in hybrid securities or listed debt instruments. This information can be found under the heading ‘Complex Investments’ at
www.moneysmart.gov.au/investing.
DISCLOSURE: Shaw will charge commission in relation to client transactions in financial products and Shaw client advisers will receive a share of that
commission. Shaw, its authorised representatives, its associates and their respective officers and employees may have earned previously or may in
the future earn fees and commission from dealing in the Company's financial products. Shaw also acted as Lead Manager in the June 2020 placement
of OPY’s securities for which it received fees or will receive fees for acting in this capacity.
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