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Paysys expected to provide
stable earnings base for GHL

|

Maintain reduce with a higher
target price (TP) of RM1.45: GHL
Systems Bhd'’s revenue for the third
financial quarter ended Sept 30, 2018
(3QFY18)rose 29% quarter-on-quar-
ter (q-0-q) due to higher contribu-
tions from shared services (+95.2%)
on the back of maiden contributions
from Paysys. Solution services and
transaction payment acquisition
(TPA) also recorded a decent 7.1%
and 2.9% revenue growth respec-
tively. Following the consolidation
of Paysys, the group incurred higher
operating expenditure (opex), depre-
ciation and tax expenses for 3QFY18.

Despite that; GHL still recorded
a strong 78.5% q-0-q core net prof-
it growth for the quarter to RM6.7
million. GHL's cumulative first
nine months ended Sept 30, 2018
(9MFY18) revenue grew 11.9% year-
on-year (y-0-y) to RM214.9 million
mainly due to new contributions
from Paysys. TPA revenue fell 3.1%
y-0-y due to lower contributions
from e-pay services (-13% y-0-y).

This was partially offset by strong-
er contributions from electronic TPA,
which grew 30% to RM42 million on
the back of higher transaction pro-
cess value. Overall, the group record-
ed a 2.6% core net profit growth for
9MFY18 to RM17.7 million.

The total processing value (TPV)
of GHLs TPA surged 25% y-o-y from
RMS5.8 billion for 9MFY17 to RM7.3
billion for 9MFY18 on a 52% y-0-y

BHL Systems Bhd

Revenue

288.4

Net profit 18.12 2054 2537 3509 42.83
Core EPS (RM) 0.028 0.034 - 0:037  0.052 0.063
Core EPS growth (%) 38.9 22.4 90 384 221
FD core PER (x) 57.44 46.94 4306 3113 - 2550
Price to sales (x) 4.43- 4,27 3.79 3.34 3.02
DPS (RM) 0.005 - - - -
Dividend yield (%) 0.311 0.000 0.000 0.000 0.000
EV/Ebitda (x) 2278 2051 18.01 1376  11.33
P/FCFE (x) 52.61 3636 4702 2947 2291
Net Gearing (%) (14.3) (23.5)  (16.0) (25.3) (35.])
P/BV (x) 4.22 3.98 3.64 326  2.89
ROE (%) 7.6 8.7 8.8 111 12.0
% change in core

EPS estimates (13.3) (9.7) (4.6)
CIMB/consensus EPS (x) 0.69 077 082

Sources: CIMB Research, company reports

surge in electronic TPA transaction
value due to a bigger merchantbase
of 45,800.in September 2018 (ver-
sus 32,700 in September 2017). We
expect GHLs TPV to grow 18% for
FY18, to be driven by a growing TPA
merchant base. We have cutour FY18
to FY20 earnings per share (EPS) by
5% to 13% to reflect the higher opex,
depreciation and tax expenses fol-

lowing the consolidation of Paysys.

We expect margin pressure on
electronic TPA to persist due to on-
going competition for merchant dis-
countrates and terminal rentals from
banks. We see the inclusion of Paysys

as providing a stable earnings base
for GHL through recurring mainte-
nance fees. Overall, we still projecta
healthy three-year EPS compound
annual growth rate 0f 22.5%.

We have maintained our “reduce”
rating, with a higher TP of RM1.45

from RM1.31, as we rolled over our |
,valuation to end-FY19 basedon 24

times calendar year 2020 forecast
price-earnings ratio, still pegged ata
10% premium to the sector’s mean.

Stronger-than-expected Paysys
earnings contributions and ahigher
TPA division margin are key upside

risks. — CGSCIMB Research, Nov22 .



