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Recurring revenues continue to grow between 55% to 85%
In 1Q18 (September quarter) SKF posted another solid set of results with
strong recurring revenue growth and a good contribution from Data
Consultancy Services (DCS). Recurring revenues amounted to A$ 1.1M in
1Q19, representing 73% year-on-year growth. Revenues from DCS
amounted to A$ 638k, down from A$ 746k in the prior quarter (Figure 1).
F IGURE 1: UNINTERRUPTED RECURRING REVENUE GROWTH IN LAST 9 QUARTERS
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Skyfii is an Australia-based,
global technology company,
which has developed a software
platform that captures, analyses
and visualizes location-based
data within physical spaces. In
addition, the platform provides
actionable insights to its clients,
which solve real business
challenges and also provides a
marketing platform to allow real
time, contextual and targeted
engagement with customers
within these physical spaces.
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Even though DCS revenues were down 14.5% quarter-on-quarter, which
was due to a large project completion in 4Q18, when smoothed over the
last three quarters since the Causely acquisition, we can clearly see a solid
growth pattern for DCS. Non-recurring revenues from set-up fees for new
venues and new customers came in at A$ 512k, i.e. more than double the
amount compared to the same quarter last year and 150% higher than 4Q18.
Typically, strong non-recurring revenues point to high levels of new
customer and venue set ups, which are a leading indicator for future
recurring revenue growth. In other words, Q1 non-recurring revenues
suggest a strong uptick in recurring revenues in the next few quarters. SKF
added around 500 new, mostly smaller, venues in Q1.
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Recurring revenue growth 73% year-on-year
In our view, the key growth metric to watch for SKF is recurring revenue
growth. This metric has been tracking very nicely within the 55% to 85%
bandwidth in the last few quarters (Figure 2) and forms the backbone
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of SKF’s revenues, complemented with the lumpier non-recurring revenues and DCS.
F IGURE 2: Y EAR - ON- YEAR RECURRING REVENUE GROWTH TRACKING BETWEEN 55% AND 85%
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EBITDA positive means room to invest in growth
As we have indicated in earlier research notes, the fact that SKF has become EBITDA positive
in 4Q18 means that there is now less pressure on management to bootstrap the company in
order to avoid a capital raise to fund operations. Instead, SKF can fine-tune its EBITDA number
on a monthly or quarterly basis, remaining in positive territory, but deploying more capital to
invest in growth.
As the recently published 4C cash flow statement illustrated, SKF has started to bring on
additional staff to drive top line growth, i.e. 5 additional staff in Q1 including in sales and
marketing. Furthermore, the company indicated it will gradually bring on more client-facing staff
in the course of the financial year. In turn, we expect to see this translated into an acceleration
of growth in the latter part of FY19 and in FY20.

Strong growth with existing and new customers
SKF again added an impressive number of new customers to its portfolio, including Kooples
(French retailer, 100 venues for IO Connect in a three-year contract), Frigelar (Brazilian white
goods retailer, 31 venues for the full IO Platform in a three-year contract) and Dasa Group
(Brazilian medical centers, initially 92 out of 161 venues for the full IO Platform in a three-year
contract).
Post Q1, in October, SKF signed Habib’s (Brazilian QSR chain, 360 venues for IO Connect and
IO Insight in a three-year contract) and a large format retail landlord in Australia (18 out of 22
venues initially for WiFi and people counter technology).
In early November SKF signed an initial one-year deal with property investment firm ISPT, which
owns commercial and retail towers across Australia. SKF will deploy IO Insights in 32 venues,
enabling ISPT to measure and analyze customer volumes, dwell times and frequency of visits.
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Additionally, during 1Q19 SKF was able to sign multiple contract renewals and extensions,
including Waverley council and Nando’s. The latter expanded its agreement with SKF from 120
to 520 venues, which will be a substantial driver of venue growth for SKF in the near to medium
term.
We believe such contract extensions signal the strength of SKF’s offering and bodes well for
other potentially large customers that have started out with a limited number of their venues
initially.

Revenue guidance of A$ 4.5M for 1HY19
For the first time, SKF has provided forward looking revenue guidance. The company anticipates
revenues for 1HY19 (through December 2018) to exceed A$ 4.5M. We welcome such guidance
as we believe it indicates that management is confident about the way in which the company is
developing, specifically the role of its recurring revenues within the broader revenue base. Our
forecast for 1HY19 revenues is A$ 4.7M.

Ambitious longer term strategy
Looking out longer term, SKF has stated the ambition to become the global leader in Data
Analytics and Digital Marketing services in physical environments. Given the level of
(fragmented) competition in this space, we believe this is an ambitious strategy; one which will
likely require selective acquisitions to complement SKF’s autonomous growth.

Buy recommendation reiterated and price target unchanged
Our Buy recommendation and price target of A$ 0.25 per share remain unchanged. We believe
reaching EBITDA break even will allow SKF to accelerate its already impressive revenue growth.
Going forward we would also expect the company to make targeted acquisitions at reasonable
prices, similar to Causely, that strengthen or provide SKF a foothold in a given market.
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GENERAL ADVICE WARNING, DISCLAIMER & DISCLOSURES
The information contained herein (“Content”) has been prepared and issued by TMT Analytics Pty Ltd ABN 17
611 989 774 (“TMT Analytics”), an Authorised Representative (no: 1242594) of BR Securities Australia Pty Ltd.
ABN 92 168 734 530, AFSL 456663. All intellectual property relating to the Content vests with TMT Analytics
unless otherwise noted.
DISCLAIMER
The Content is provided on an as is basis, without warranty (express or implied). Whilst the Content has been
prepared with all reasonable care from sources we believe to be reliable, no responsibility or liability shall be
accepted by TMT Analytics for any errors or omissions or misstatements howsoever caused. Any opinions,
forecasts or recommendations reflect our judgment and assumptions at the date of publication and may
change without notice. TMT Analytics will not accept any responsibility for updating any advice, views, opinions
or recommendations contained in this document.
No guarantees or warranties regarding accuracy, completeness or fitness for purpose are provided by TMT
Analytics, and under no circumstances will any of TMT Analytics, its officers, representatives, associates or
agents be liable for any loss or damage, whether direct, incidental or consequential, caused by reliance on or
use of the Content.
GENERAL ADVICE WARNING
The Content has been prepared for general information purposes only and is not (and cannot be construed or
relied upon as) personal advice nor as an offer to buy/sell/subscribe to any of the financial products mentioned
herein. No investment objectives, financial circumstances or needs of any individual have been taken into
consideration in the preparation of the Content.
Financial products are complex, entail risk of loss, may rise and fall, and are impacted by a range of market and
economic factors, and you should always obtain professional advice to ensure trading or investing in such
products is suitable for your circumstances, and ensure you obtain, read and understand any applicable offer
document.
DISCLOSURES
TMT Analytics has been commissioned to prepare the Content. From time to time, TMT Analytics’
representatives or associates may hold interests, transact or hold directorships in, or perform paid services for,
companies mentioned herein. TMT Analytics and its associates, officers, directors and employees, may, from
time to time hold securities in the companies referred to herein and may trade in those securities as principal,
and in a manner which may be contrary to recommendations mentioned in this document.
TMT Analytics receives fees from the company referred to in this document, for research services and other
financial services or advice we may provide to that company. The analyst has received assistance from the
company in preparing this document. The company has provided the analyst with communication with senior
management and information on the company and industry. As part of due diligence, the analyst has
independently and critically reviewed the assistance and information provided by the company to form the
opinions expressed in the report. Diligent care has been taken by the analyst to maintain an honest and fair
objectivity in writing this report and making the recommendation. Where TMT Analytics has been commissioned
to prepare Content and receives fees for its preparation, please note that NO part of the fee, compensation or
employee remuneration paid will either directly or indirectly impact the Content provided.
RECOMMENDATIONS
TMT Analytics’ issues a BUY recommendation in case of an expected total shareholder return (TSR, share price
appreciation plus dividend yield) in excess of 25% within the next twelve months, an ACCUMULATE
recommendation in case of an expected TSR between 5% and 25%, a HOLD recommendation in case of an
expected TSR between -5% and +5% within the next twelve months and a SELL recommendation in case of an
expected total return lower than -5% within the next twelve months.

3

