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GHL subsidiary signs TPA agreement in the Philippines

GHL Systems Bhd
(Dec17,62.5sen)

Maintain “add” with a target price
(TP) of RM1: GHL Systems an-
nounced that its subsidiary, GHL
Philippines, had signed an agree-
ment for a prepaid card transaction
payment acquisition (TPA) arrange-
ment in the Philippines. Omnipay
Inc has appointed GHL to acquire
merchants for UnionPay Interna-
tional and JCB International. This
marks GHLs entry into the direct
merchant acquisition space, con-
solidating its position as the leading
payment services provider in the
Philippines.

We maintain our financial year
2014 (FY14) to FY17 earnings per
share (EPS) forecasts and reiterate
our “add” call and TP, still based
on 23.8 times calendar year 2016
price-earnings ratio, 40% premi-
um to the payment sector average,

in view of its strong FY13 to FY16
EPS compound annual growth rate
(CAGR) of 72% and attractive prof-
it-earning growth ratio of 0.57 times.

Stronger TPA earnings and merg-
ers and acquisitions activities in
new markets are potential catalysts.
GHLis our top pickin the domestic
technology sector.

Under the agreement, GHL will
serve as a merchant acquirer for
UnionPay International and JCB
International cards in the Philip-
pines. The company expects to start
deployingits point-of-sales terminals
in first quarter of financial year 2015
(1QFY15), and is targeting to sign up
300 to 500 merchants per month to
accept payments using UnionPay
and JCB cards.

Also, the management s still con-
fident of securing its TPA arrange-

-ment in Malaysia this year.

We are positively surprised by
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Rev

Net profit 4.37 5.26
Core EPS (RM) ~0.007 0.008
Core EPS growth (%) na 12.2
FD core PER (x) 80.19 71.44
Price to sales (x) 6.55 5.87
EV/Ebitda (x) 37.37 33.33
P/FCFE (x) na na
Net gearing (%) (30.6)  (23.4)
P/BV (x) 9.09 6.70
ROE (%) 11.3 10.8
CIMB/consensus EPS (x) = -

Source: CIMB, Company reports

GHL's appointment as a TPA ac-
quirer for UnionPay and JCB in the
Philippines, as we were expecting a
TPA arrangementwith a bank which
is still awaiting regulatory approval.

Nevertheless, we believe this
will help GHL to kick-start its TPA
operations in the Philippines. We
understand that about 65% of the
country’s population is not covered

by the banking system, which ex-
plains the 27 million prepaid card
issuances versus only eight million
credit cards.

This is positive for GHL as Un-
ionPay and JCB cards are predomi-
nantly used for making prepaid pay-
ments in the Philippines. Moreover,
Omnipay plans to issue six to eight
million cards under the UnionPay
and JCB brands in 2015, versus 2.7
million currently; this should help
GHLs merchant acquiring process.

Our suggestion is to accumulate
the shares. The stockhad a good run
early this year, but is now down 35%
from its year-high of 91 sen. We think
the pullback offers an attractive buy-
ing opportunity, in view of its strong
TPA-driven earnings growth. Overall,
we think GHL's growth prospect is
intact and are confident of its exe-
cution strategy. — CIMB Research,
Dec 16



