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Updater Inc. (UPD) 

First pilot result exceeds expectations  

Event:  

 Early release of first pilot results for insurance vertical, updated price target.   

Details:  

 Updater Inc. (UPD) is a US based technology company that has produced a 
software platform to improve the relocation process.   

 UPD has announced its first pilot result for the insurance vertical with results 
surpassing the company’s and our expectations. The company had promised 
the first set of pilot results by June 2017. We view the early release of results as 
a very positive signal from the company.    

 The results of the insurance vertical pilot program indicate that movers who 
were exposed to communications via the UPD platform (‘treated group’) 
purchased insurance products at a rate almost double (93% higher than) that 
of the control group who were not exposed to the communications (‘lift rate’).  

 Results indicate with 95% confidence that insurance products were purchased 
at a higher rate by the treated group over the control group as a result of UPD 
communications. The company views this as a base line acquisition rate using 
the UPD platform, with opportunity for further improvement through 
optimisation.  

 The results exceed the company’s and our expectations for the lift rate in 
purchased products. UPD had initially targeted a lift rate of 10 to 20% across 
various pilots at the time of the announcement in August 2016. The 
demonstrated 93% lift rate, easily surpassing management’s initial target lift 
rate. These pilot results only include the lift rate for acquisitions, with data on 
the lift rate for retention to follow in the coming months.      

Earnings and Valuation: 

 We have a valuation range of to A$1.70/CDI to A$3.14/CDI, increased from 
A$0.90/CDI and have updated our input assumptions for the revenue 
opportunity in the insurance vertical. This valuation range considers only the 
insurance vertical, and we note there are two more Pilots in other verticals on 
foot. At the 93% Lift Rate data point as per the Pilot Results, we derive a 
valuation of A$2.94/CDI.  

 We have reduced the risk factor to 40% from 45% as the company takes its first 
steps in de-risking the Business Product and now has Pilot Results to validate the 
value of its platform in the insurance vertical. Our valuation is based on a high 
growth P/E multiple of 25x of earnings from only the insurance vertical.   

Recommendation: 

 We now have a BUY recommendation (previously SPECULATIVE BUY) and a 
price target range of A$1.70/CDI to $3.14/CDI. The early positive results from 
the insurance vertical pilot is a very positive signal for the company, and we 
believe this positions the company well for its planned deployment of Business 
Products in 2018.  

 The market will look for continued growth in market share throughout the year, 
as well as further pilot results from new verticals as further catalysts in the de-
risking of the company.    
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Foster Stockbroking acted as Sole Lead Manager to the
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Foster Stockbroking receives fees as consideration for 

these services. 
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Updater Inc. (UPD) 

PILOT PROGRAM RESULTS FOR THE INSURANCE VERTICAL  

 UPD has announced first pilot results for the insurance vertical, with results surpassing the 

company’s and our expectations. The company had previously promised the first set of pilot 

results by June 2017. We view the early release of results as a very positive signal from the 

company.    

 The pilot results relate to acquisitions data only within the property and casualty insurance 

vertical. The study was conducted over four months from November 2016 to March 2017, with 

a sample of 4,405 movers, which was in turn split into a group of movers who received applicable 

insurance communications from UPD prior to moving (‘treated group’), and movers who did not 

(‘control group’).   

 The results of the insurance vertical pilot program indicate that movers in the treated group 

purchased insurance products at a rate almost double that of the control group, who were not 

exposed to the communications.      

 Results indicate with 95% confidence that insurance products were purchased at a 93% higher 

rate by the treated group over the control group (‘lift rate’). The company views this as a base 

line acquisition rate using the UPD platform, with opportunity for further improvement through 

optimisation.      

 The results exceed the company’s and our expectations for the lift rate in purchased products. 

UPD had initially targeted a lift rate of 10% to 20% across various pilots at the time of the initial 

pilot program announcement in August 2016. The demonstrated 93% lift rate easily surpasses 

management’s initial target lift rate.   

 These pilot results only include the lift rate for acquisitions, with data on the lift rate for retention 

(i.e. reduction of churn) to follow. This data naturally takes more time to filter through as the 

company tracks churn rates after an initial move.     

 The company is unable to disclose further particulars of the result including control group 

acquisition rate, treated group acquisition rate, and acquisitions data by reason of commercial 

confidentiality with the pilot partner.  

 

CORE OPERATIONS PROGRESSING  

 On the recent conference call, management believed they were ‘progressing well’ on market 

penetration data, with quarterly data to be released after the end of the current quarter.  

 As previously flagged, we believe processed moves from the recent Greystar agreement should 

support 1Q17 market penetration growth.  

 The company still views 15% market penetration by the end of the calendar year as an achievable 

target.     

  

SCENARIO ANALYSIS FOR ACQUISITION LIFT RATES  

 We have updated our assessment of the potential opportunity to UPD from a deployment of the 

Business Products line. We consider only the case for the insurance vertical.  

 The base case includes the following assumptions: a 93% lift rate in additional acquisition policies 

as per the recently released Pilot results. We have assumed a base acquisition rate of 15% among 

http://www.fostock.com.au/
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Updater Inc. (UPD) 

insurers (Partners) without the UPD platform. The base case also assumes 15% market 

penetration of 17M annual household moves with the UPD platform.  

 The company is targeting market share of partners at 55%, across 5-10 Partners (in this case 

insurance company partners). While this market share appears conservative, it is a necessary 

assumption to provide equilibrium within the insurance sector; where this market share is too 

aggressive, Partners are likely to cannibalise acquisition growth from each other, as well as from 

the retention pool. The company has reiterated its commitment to servicing the retention 

market – and user experience – as a primary focus.  

 We assume that at 15% market penetration UPD will have approximately 950,000 Users that are 

eligible for insurance acquisition messaging. A proportion of the users who initially receive a 

retention communication will then be shown acquisition messaging because such users indicate 

an interest in seeing new offers.   

 The lifetime revenue per policy is based on a $1,500 premium for bundled property and casualty 

insurance over an average term of 6 years. UPD may have pricing power to enable upfront 

payment from insurance companies given the strong Lift rates and opportunity for gains in 

market share. Conversely, the risk to insurance companies of losing market share from foregoing 

the opportunity provides further incentive for sign up and potential pricing power improvements 

to UPD.    

 The assumptions for the base case are outlined in Figure 1 below.  

Figure 1: UPD Insurance Vertical assumptions  

 

Source: Company  

 We have examined a number of scenarios in which the assumed uplift in the acquisition rate 

changes; we have considered a number of acquisition rates at 10% increments from 50% to 

100%.  

http://www.fostock.com.au/
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Updater Inc. (UPD) 

 We have not yet considered churn rate scenarios as we await the release of pilot results on 

retention data.      

 Our analysis considers only the one vertical, namely insurance.  The company has two other pilots 

on foot (banking and movers) and plan to announce two more pilots in new verticals over the 

course of the year. Likely verticals include pharmacy, cable (subscription television), satellite, big 

box retail, consumer staples, and utilities.   

 Figure 2 outlines the base assumptions for acquisitions only in the insurance vertical.    

 

Figure 2:          Valuation Exercise |  Insurance Vertical |  ACQUISITION ONLY    

BASE ASSUMPTIONS    

Household moves in US/year     17,000,000  

UPD's market share (target CY17 end)  15% 

UPD moves processed / year       2,550,000  

Market share of partners 55% 

Relevance Pool / Acquisition opportunities           950,000  

Typical acquisition rate for insurance vertical customers  15% 

Typical acquisition policies across insurance vertical within match pool / year           142,500  

Lift rate  93% 

Additional policies through UPD           132,525  

Source: Foster Stockbroking estimates.      

 

 Figure 3 below outlines the revenue potential from acquisitions in the insurance vertical only, 

assuming 10% increments in the Lift Rate from 50% to 100%.   

 We have assumed a 50% ROI for insurance vertical partners and a 12.5% profit margin across 

insurance vertical partners.    

 We estimate a range of US$53M to $107M in revenue at 50% to 100% Lift rates. At the Pilot 

Result data point of a 93% Lift Rate, we estimate a US$100M revenue opportunity for UPD.    

 

Figure 3:          Scenario Analysis |  Insurance Vertical |  ACQUISITION ONLY  
UPD IMPACT TO INSURANCE VERTICAL |   

ACQUISITION ONLY  BASE  
  

SCENARIO 

Typical acquisition rate 15% 15% 15% 15% 15% 15% 15% 

Lift rate 93% 50% 60% 70% 80% 90% 100% 

Revised acquisition rate for insurance partners of UPD  29% 23% 24% 26% 27% 29% 30% 

Additional acquired policies across insurance vertical / year  132,525  71,250   85,500    99,750   114,000   128,250   142,500  

Typical revenue per policy (US$1,500 / 6 years)  $9,000 $9,000 $9,000 $9,000 $9,000 $9,000 $9,000 

Annual Insurance partner revenue using UPD (US$M) 1,192.7  641.3   769.5   897.8  1,026.0  1,154.3   1,282.5  

Profit margin across insurance partners (US$M) 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 

Profit to the insurance partners (US$M) 149.1 80.2 96.2 112.2 128.3 144.3 160.3 

ROI for insurance partners  50% 50% 50% 50% 50% 50% 50% 
Implied revenue opportunity for UPD across insurance 
vertical only  (US$M) 99.4 53.4 64.1 74.8 85.5 96.2 106.9 

Source: Foster Stockbroking estimates. All figures USD unless otherwise noted; assumed AUD/USD 0.75.   

 

http://www.fostock.com.au/
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Updater Inc. (UPD) 

 We have also included a base case retention data in Figure 4 below, and have updated the 

following assumptions.   

 The match rate across the insurance vertical is 55%, which is a necessary assumption to provide 

equilibrium in the market, as above. The profit margin for churn reduction is 15% and higher than 

for acquisitions, as there is no cost to acquire the customer.   

 

Figure 4:          Valuation Exercise |  Insurance Vertical  |  RETENTION ONLY    

BASE ASSUMPTIONS    

Household moves in US/year     17,000,000  

UPD's market share (target CY17 end)  15% 

UPD moves processed / year       2,550,000  

Match rate across insurance vertical  55% 

Number of matches across insurance vertical       1,402,500  

Typical churn rate for insurance vertical customers  20% 

Typical churn policies across insurance vertical within match pool / year           280,500  

  

UPD IMPACT TO INSURANCE VERTICAL |  RETENTION ONLY  BASE  

Churn reduction attributable to UPD  10% 

Revised churn rate for insurance vertical using UPD platform  18% 

Revised churn policies across insurance vertical within the 'match pool' / year   252,450  

Policies saved by using UPD      28,050  

Typical revenue per policy (US$1,500 / 6 years)  $9,000 

Annual Insurance vertical revenue savings by use of UPD (US$M) 252.5 

Profit margin across insurance partners  15% 

Profit to the insurance partners (US$M)  37.9 

ROI for insurance partners  50% 

Implied revenue opportunity for UPD across insurance vertical (US$M)  25.2 

Source: Foster Stockbroking estimates. All figures USD unless otherwise noted; assumed AUD/USD 0.75.   

 

 We estimate a US$25M revenue opportunity for a 10% reduction in churn through the use of the 

UPD platform.    

  

  

http://www.fostock.com.au/
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Updater Inc. (UPD) 

VALUATION & EARNINGS  

 We have a valuation range of A$1.70/CDI to A$3.14/CDI, increased from A$0.90/CDI. This is only 

considering the insurance vertical, noting that the company has Pilots running in the banking and 

moving verticals, and plans to announce two further Pilots during the year.    

 Our valuation range implies an equity valuation of A$1.7B to $3.1B from the insurance vertical 

only.  

 We have combined the revenue opportunities from retention and acquisition from Figures 3 and 

4 above in Figure 5. We assume a constant 10% reduction in churn rate and lift rates between 

50% and 100% in 10% increments.  We have assumed operating costs of US$15M per year and 

an effective US corporate tax rate of 20%.   

 We have lowered the risk factor we have applied to 40%, from 45% as the company takes the 

first steps to proving the value of its Business Products scientifically, and as evidenced by the 

latest Pilot Results. We will continue to track the progress of Pilot Results, and view the final 

pricing and execution of contracts within the Business Products division as future catalysts for 

further significant de-risking of the company’s potential future revenue pool.    

 We estimate an unrisked valuation of the insurance vertical only is $4.89/CDI, assuming the 93% 

lift rate in acquisitions as per the Pilot Results data point. The implied NPAT to UPD under these 

assumptions is US$88M.    

 

Figure 5: Valuation Exercise |  Insurance 
Vertical | SUMMARY  BASE SCENARIO 

Key retention driver 10% 10% 10% 10% 10% 10% 10% 

Key acquisition driver (lift rate)  93% 50% 60% 70% 80% 90% 100% 
Revenue opportunity: insurance vertical, retention 
(US$M)  25.2 25.2 25.2 25.2 25.2 25.2 25.2 
Revenue opportunity: insurance vertical, acquisitions  
(US$M) 99.4 53.4 64.1 74.8 85.5 96.2 106.9 

Total revenue opportunity across insurance (US$M)  124.6 78.7 89.4 100.1 110.7 121.4 132.1 

Operating costs (US$M)  -15.0 -15.0 -15.0 -15.0 -15.0 -15.0 -15.0 

Effective tax rate, 20% (US$M)  -21.9 -12.7 -14.9 -17.0 -19.1 -21.3 -23.4 

Total net annual profit to UPD (US$M)  87.7 50.9 59.5 68.0 76.6 85.1 93.7 

        

VALUATION ANALYSIS  BASE  SCENARIO 

P/E Target Multiple (typical for high growth cos)  25x 25x 25x 25x 25x 25x 25x 

Target equity valuation (US$M)         2,192.8  
       

1,273.7  
       

1,487.4  
       

1,701.2  
       

1,914.9  
       

2,128.7  
       

2,342.4  

Target equity valuation (AU$M)         2,923.7  
       

1,698.2  
       

1,983.2  
       

2,268.2  
       

2,553.2  
       

2,838.2  
       

3,123.2  

Unrisked CDI valuation (AUD/CDI)  $4.89 $2.84 $3.32 $3.80 $4.27 $4.75 $5.23 

Risk factor  40% 40% 40% 40% 40% 40% 40% 

Risked CDI valuation (AUD/CDI)  $2.94 $1.70 $1.99 $2.28 $2.56 $2.85 $3.14 

Source: Foster Stockbroking estimates. All figures USD unless otherwise noted; assumed AUD/USD 0.75.   
  

 

  

http://www.fostock.com.au/


 

 

22 March 2017 Level 25, 52 Martin Place, Sydney, NSW 2000 | +61 2 9993 8100 | www.fostock.com.au  7 

 

Updater Inc. (UPD) 

BUY RECOMMENDATION, PRICE TARGET RANGE OF $1.70 to $3.14, INCREASED FROM 

$0.90/CDI.    

 We now have a BUY recommendation (previously SPECULATIVE BUY) and a 12 month price 

target range of A$1.70/CDI to A$3.14/CDI, and lowered the risk of the company to High from 

Very High. We are of the view that the Pilot Results is a first step towards proof of the UPD 

platform and de-risks the Business Product opportunity accordingly. We have considered only 

the insurance vertical, and note the business has two separate verticals (banking, moving) on 

foot, and plan to initiate two further pilots in new verticals during the year.      

 The continued success of Pilot programs in new verticals as well as the successful deployment of 

the Business Products will present further opportunities to de-risk the company significantly in 

our view, as well as confirm the commerciality, pricing, and scope of the Business Products 

segment.      
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benefits from financial products referred to in this report. Furthermore, Foster Stockbroking may have or have had a relationship with or may provide or 
has provided investment banking, capital markets and/or other financial services to the relevant issuer or holder of those financial products. 
 
For an overview of the research criteria and methodology adopted by Foster Stockbroking; the spread of research ratings; and disclosure of the cessation 
of particular stock coverage, refer to our website http://www.fostock.com.au. 
 
Specific disclosures: The analyst owns no UPD CDIs at the time of this report. Diligent care has been taken by the analyst to maintain an honest and fair 
objectivity in writing the report and making the recommendation.   
 
Specific disclosures: As of 22 March 2017, Foster Stockbroking, its Executive Directors, and associated fund Cranport Pty Ltd held 8,748,247 CDIs in UPD 
and 120,000 UPD options on shares of common stock with an exercise price of US$7.24 per share. This position may change at any time and without notice, 
including on the day that this report has been released.  Foster Stockbroking and its employees may from time to time own securities in UPD, and trade 
them in ways different from those discussed in research. Foster Stockbroking may also make a market in securities in UPD, including buying and selling 
securities on behalf of clients.    
 
Specific disclosures: Foster Stockbroking acted as Sole Lead Manager to UPD’s A$30M placement of 60M UPD CDIs at A$0.50 in September 2016.  Foster 
Stockbroking is also mandated to act as Capital Markets advisor to UPD.  Foster Stockbroking receives fees for these services.   
 
Review disclosure:  The report was authored by the analyst named on the front page of the report and was reviewed and checked by Mark Fichera, Head 
of Research.   
 
Disclosure review.  All the disclosures in the report, including the specific disclosures pertaining to securities held by the analyst, Foster Stockbroking, its 
Executive Directors, and associated fund Cranport Pty Ltd have been reviewed and checked by Mark Hinsley, Head of Corporate. 
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