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Market Cap:  $1.02 Billion

FlexiGroup provides a range of finance products and 

payment solutions to consumers and businesses 

through a network of retail and business partners. 

This includes interest free cards and no interest 

ever payment plans; consumer and business 

leasing solutions; mobile phone and broadband 

payment plans; and online and mobile payment 

services.

We have commented on FlexiGroup a number 

of times in previous newsletters, and the recent 

changes to the business warrants an update. A 

‘buy-and-hold’ strategy works well if you fully 

understand your investments and are comfortable 

holding through all market conditions. A more 

financially rewarding strategy is to increase one’s 

holding during negative periods, assuming nothing 

has changed except the share price.  However, if 

something fundamentally changes within the 

business, the initial investment thesis requires 

review. 

FlexiGroup is unique in that the composition of 

its business has changed positively through the 

acquisition of Fisher & Paykel Finance, yet the 

share price has retreated.

The Acquisition

Fisher and Paykel Finance (F&P) is a non-bank 

provider of credit cards and retail point of sale 

finance in New Zealand. They provide financing 

through numerous retail partners via their Farmers 

Finance Card and Q Card products.

In October 2015, F&P was acquired for $A234m 

upfront cash payment and deferred consideration 

of $A61m.  The total purchase price has a net 

present value of A$275m. The upfront cash 

component was funded by a $150mn entitlement 

offer at $2.20 with the remaining A$84m in debt. 

This transaction significantly increases FXL’s 

exposure to NZ which now accounts for about 

40% of receivables. The 8.8x (post synergies) P/E 

paid is in our view an attractive price given the 

growth opportunities available through our Kiwi 

friends. 

The Opportunity

F&P appears to be a natural fit for FlexiGroup, 

with many retail partners being shared between 

the two businesses (eg: JB Hi-Fi).  Following the 

acquisition, FXL’s receivables book is approximately 

$2b, with interest-free cards comprising ~40% of 

the book. 

Example of Q Card & Farmers Card partners as 

follows:

F&P has relationships with 21% of New Zealand 

cardholders, but only captures 2% of credit card 

spend providing for significant upside for FXL to 

roll-out their Australian template in New Zealand. 

Growth Strategy

Increasing usage amongst their existing card 

holders is an avenue for growth. Clearly there is 

an issue amongst cardholders that limits their 

usage (i.e.: 21% of cardholders, 2% of credit card 

spend). This is likely to be addressed via more 

competitive pricing and increasing convenience 

and acceptance.
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FlexiGroup will apply their significant managerial 

and technical abilities to broaden the market 

foot-print and improve profitability.  Additionally, 

the rise in group receivables to around $2b 

should strengthen their negotiating position and 

potentially reduce the cost of capital.  

New CEO - Symon Brewis-Weston

Mr Brewis-Weston is currently the Chief Executive 

Officer of Sovereign Assurance Company Limited, 

the largest life insurance provider in New Zealand, 

owned by The Commonwealth Bank of Australia.

FlexiGroup Chairman, Andrew Abercrombie, 

said “Symon’s significant international financial 

services experience and deep understanding of 

consumer and business markets in Australia and 

New Zealand will be of great benefit as FlexiGroup 

executes its strategy to be the leading non-bank 

trans-Tasman provider of diversified financial 

services.” 

As with any new CEO, there is a risk that the 

FY16 accounts may be impacted to allow for any 

changes to corporate strategy and/or valuations. 

Value

The recent fall in the share price has only served 

to increase our comfort with FlexiGroup as an 

investment.  When the impact of the acquisition 

is annualised (i.e.: using 2017 forecasts) the 

company is trading on a P/E of 7.7x, nearly a 50% 

discount to the small-cap industrial index.    

Given the 50-60% dividend pay-out ratio, the 6% 

fully franked yield is sustainable, something that 

cannot be said for many of the ‘blue-chip’ names 

in the market. 

A reminder – what FlexiGroup does� � � � � � � � � � 	 � � 
 � � � � �  � � � � 
 �
FlexiRent and FlexiWay are two of the Group’s 

brand names and offer leasing solutions through 

some of Australia’s best-known retailers. At the 

end of the contract, FlexiGroup offers a range of 

innovative options, including the customer making 

an offer to buy the item outright or simply returning 

the item to FlexiGroup.

FlexiCommercial offers small and medium-sized 

enterprises a tax effective and cash-flow efficient 

way to access the latest business technology. The 

company offers finance and operating leases to 

businesses in a broad range of industries.

FlexiEnterprise generally deals with larger 

corporates or Government bodies still offering tax 

effective and capital-efficient way to access the 

latest technology, office equipment, machinery 

and services. FlexiEnterprise is a broader offer 

than for FlexiCommercial as it includes advice on 

Managed Services, Asset Management, Master 

Rental Agreements, Operating Leases and 

Finance Leases.� � � � � � � 
 � � � � � � � � 
 �
Blink is the telecommunications division of 

FlexiGroup Limited. Blink provides fast and 

affordable mobile broadband and flexible mobile 

phone plans.� � � � � � 
 � � � � � � 
 � � � � � � � � �
Paymate provides secure and reliable online and 

mobile payment services supported by a smart 

customer service team.� 
 � � � � � � � � � � � � 
 � 
 � �
Lombard provides retail consumer finance for a 

number of leading retail companies from across 

Australia and around the world. Products offered 

include interest free periods, deferred payment 

plans and lines of credit.

Lombard also offer a range of Visa Debit Cards that 

can be used anywhere in the world where Visa is 

accepted. 

Once offers interest free finance via a revolving 

line of credit and via a range of Once branded 

Debit cards that is useful both in-store and online. 

Once also offer a range of Once branded credit 

cards that are valid wherever VISA is accepted and 

offer a range of discounts. � � � 
 � � � � � � � � � � �
FlexiGroup, via its brand Certegy Ezi-Pay, is a 

leading provider of retail No Interest Ever! payment 

plans and lay-by products, through a diverse 

network of retailers. There is a one-off setup fee 

in the range $35 - $90 (amortised over the term of 

the purchase), a monthly account keeping fee of 

$3.50 and a fortnightly payment processing fee of 

$2.95 both of which are direct debited fortnightly. 

� �  ! " #
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This means that the customer, at any point in time, 

knows exactly how many repayments need to be 

made and how much is owed, provided that they 

follow their payment plan.

FlexiGroup is a well-run company with a proven 

history of consistent earnings growth, solid 

margins, conservative debt levels and a reasonable 

ROE (see below). The share price volatility and 

recent weakness is more reflective of a business 

with volatile and unpredictable earnings. 

The current share price weakness offers a 

wonderful opportunity for value investors.

Historical Financials

2007 2008 2009 2010 2011 2012 2013 2014 2015

Revenues ($ m) 137.5 161.3 179.8 200 218 237.3 277.3 312.4 369.9

Operating Margin (%) 54 55.7 53 54.4 56.5 61.5 62.8 59.6 52.5

Depreciation ($ m) -1 -1 -1.4 -1.5 -1.4 -1.4 -1.7 -1.8 -2.2

Amortisation ($ m) -2 -2 -4 -4 -5 -6 -8 -8 -7

Nt Profit Bef. Abnormals ($ m) 23.4 32.3 32.8 58.9 51.8 59 72 85 90.1

Net Profit ($ m) 23.4 32.3 32.8 58.9 51.8 59 65.8 57.6 82.7

Income Tax Rate (%) 36.5 31.8 30.5 -4.4 25.8 28.6 30.8 32.3 26.8

Net Profit Margin (%) 17 20 18.2 29.5 23.7 24.8 26 27.2 24.4

Long Term Debt ($ m) 269.2 268.5 265.5 250 265.6 289.1 408.3 452.2 499.9

S/holders Equity ($ m) 83.9 98.6 119.1 205.6 233.2 270.8 364.6 384.9 410.5

Return on capital (%) 14 17 17 21 18 18 15 16 15

Return on equity (%) 27.9 32.7 27.6 28.6 22.2 21.8 19.8 22.1 22

Payout Ratio (%) 33 37 42 32 56 59 58 59 60

Forecasts

2016 2017 2018

EPS (cps) 0.29 0.35 0.37

PE (x) 9.2 7.7 7.2

DPS (cps) 0.15 0.19 0.2

Yield 5.6% 7.1% 7.5%

Franking 100% 100% 100%

� �  ! " #


