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Freelancer Ltd. 
4Q16 - some underlying improvement, but yet to 
see return to full potential 
 

Improvement in OCF, but still need to get revenue accelerating to full potential 
Whilst jobs posted growth of +40% yoy in 4Q16 is impressive, FLN still needs to 
improve conversion into revenue. We believe this is achievable in CY17E, which should 
result in an uplift in Market place revenue growth rates (UBSe 2H16e +18%, CY17E 
+25%). A solid outcome, if this can be achieved with lower associated marketing costs 
and positive EBITDA contribution. We remain positive on the medium-long term growth 
potential, however in our view an acceleration in top line growth is required to achieve 
significant share price appreciation from current levels. 

4Q16 CF statement 
FLN reported 4Q16 cash receipts growth of +2% qoq (to $13.0m), which in our view 
was a reasonable improvement on 3Q16 given the seasonal impact of Christmas. Yoy 
growth was +10% and whilst 4Q16 included FX headwinds (AUDUSD -4% yoy), the 
growth rate remains below what we consider achievable in the short-medium term. 
4Q16 OCF was $0.3m, reflecting FLN's strategy of being CF positive on an operating 
basis to de-risk future growth. This was partially driven by a reduction in marketing 
costs as a percentage of cash receipts (16% vs 20-22% in prior quarters), which was 
due predominantly to efficiency improvements and is expected to continue into CY17E. 

Revisions: Marginally lower revenue growth, but lower marketing costs 
FLN expect CY16 revenue above CY16 cash receipts of $51.9m (UBSe $52.8m). 4Q16 
cash receipts were slightly softer than we were forecasting and we have marginally 
reduced our CY16E group revenue growth by -1% to +37%. This implies 2H16 
Marketplace revenue growth of +18% yoy, with stronger growth skewed to 4Q16. We 
have also incorporated lower marketing spend, with the net impact resulting in EBITDA 
of $0.7m (prev. $0.4m) in CY16E and $5.0m in CY17E (prev. $3.7m). 

Valuation: Reducing PT to $1.50 (prev. $1.55) – maintain BUY 
Our $1.50 PT (prev. $1.55) is based off our blended 2yr fwd EV/Sales of 5.5x (60% 
weighting) and 2yr fwd EV/FCF of 50x (40% weighting). Our valuation multiples are 
derived by applying 2yr fwd growth rates compared to the historical multiples relative 
to growth for the US peers. 
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12m price target A$1.50 

 Prior: A$1.55 

Price A$1.04 

RIC:  FLN.AX BBG:  FLN AU  
 

Trading data and key metrics 
52-wk range A$1.78-0.99 

Market cap. A$0.47bn/US$0.36bn 

Shares o/s 457m (ORD) 

Free float 21% 

Avg. daily volume ('000) 103 

Avg. daily value (m) A$0.1 

Common s/h equity (12/16E) A$0.04bn 

P/BV (12/16E) 11.6x 

Net debt / EBITDA (12/16E) NM 
 

EPS (UBS, diluted) (A$) 
 From To % ch Cons. 

12/16E (.00) 0.00 NM 0.00 
12/17E 0.00 0.01 42 0.01 
12/18E 0.01 0.02 13 0.02 
 

Tim Plumbe 
Analyst 

tim.plumbe@ubs.com 
+61-2-9324 3726 

 

Highlights (A$m) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
Revenues 18.7 25.9 38.4 52.6 64.8 83.9 107.7 137.9 
EBIT (UBS) 0.9 (2.6) (2.7) 0.0 4.1 10.8 19.7 33.0 
Net earnings (UBS) 1.2 (1.5) (1.6) 0.1 3.0 7.8 14.1 23.5 
EPS (UBS, diluted) (A$) 0.00 (.00) (.00) 0.00 0.01 0.02 0.03 0.05 
DPS (A$) 0.02 0.02 0.00 0.00 0.00 0.00 0.00 0.00 
Net (debt) / cash 24.4 20.2 32.2 36.8 46.3 64.2 91.0 130.7 

 

Profitability/valuation 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
EBIT margin % 4.9 -10.1 -7.0 0.0 6.4 12.9 18.3 24.0 
ROIC (EBIT) % - 55.7 >500 0.2 374.5 (150.3) (105.8) (99.8) 
EV/EBITDA (core) x >100 <-100 <-100 >100 86.7 35.3 18.9 10.5 
P/E (UBS, diluted) x NM NM NM NM NM 62.8 34.7 20.9 
Equity FCF (UBS) yield % (.0) (0.2) 0.1 1.1 2.0 3.8 5.7 8.4 
Net dividend yield % 1.2 1.6 0.0 0.0 0.0 0.0 0.0 0.0 
Source: Company accounts, Thomson Reuters, UBS estimates. Metrics marked as (UBS) have had analyst adjustments applied. Valuations: based on an average share price that year, (E): based on a 
share price of A$1.04 on 30 Jan 2017 22:39 EST 
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Freelancer Ltd. Buy (Price target A$1.50)  
 

UBS Research THESIS MAP a guide to our thinking and what's where in this report OUR THESIS IN PICTURES 

PIVOTAL QUESTIONS Q: How large is the online freelancer market opportunity? 
Huge. As awareness amongst global micro and small sized business increases, we expect an 
acceleration of the shift away from traditional white collar services and into an online environment. 
We think the immediate addressable market could be $9.6b of GPV, before assessing upside from 
multiple job listings.  

 

Q: Can Market-place EBITDA margins reach 25% within 5yrs and what is the LT potential? 
 We believe it can. We expect ongoing reinvestment back into the business over the next few years, 
albeit at a moderating rate. We forecast market-place B/E EBITDA in 1H17E, $29m / 25% margins by 
FY20 and ~45% LT margin potential by FY25.  

 

Q: Can FLN increase the market take rate by 1% within 5yrs & what is the potential upside? 
Yes. We believe increases in FLN's take rate will likely come from the uptake of existing upsell 
products, together with the implementation of additional upsell products. This creates the potential 
for up to a 6.3% uplift in FLN's market-place take-rate over 5 years. If upsell penetration could reach 
10% of jobs posted by FY21, we estimate 14-26% upside to our FY17-21 EPS forecasts. 

 

UBS VIEW 

 

FLN is trading on a 1yr fwd EV/Sales of 6.8x, but offers underlying 2yr revenue CAGR of 27% whilst 
maintaining positive FCF (and growing strongly) – a rarity amongst early stage online companies. We 
think this, together with the long term opportunity, FLN's market leadership and LT margin potential 
needs to be taken into account. In our view this is an attractive multi-year story, similar to other 
Australian online companies a decade ago. We remain positive on the medium-long term opportunity, 
however we recognise the recent implied softness in top-line growth (2H16) needs to be addressed. 

EVIDENCE 

 

We have analysed what we consider to be the immediate addressable market opportunity, considered 
the reinvestment required to continue to drive top line growth and flow through impact on margins, 
reviewed the evolution of other online names and analysed the upside potential from increasing 
uptake of FLN's upsell current and potential new upsell product. 

WHAT'S PRICED IN? Our residual income model suggests that the next three years of earnings only account for 12% of 
FLN's current share price, whilst the long-term growth opportunity represents the remaining 88%. We 
believe this is justified given FLN is still in the early stages of its business life cycle.   

UPSIDE / DOWNSIDE 
SPECTRUM 
 
 
 
 
 
 
 
 
 
 
 

 

Value drivers 

 

 Sales CAGR 
FY16-20E 

Sales CAGR 
FY20-25E 

 

Mkting/Sales 
FY20E 

Grp EBITDA 
mgn FY20E 

$3.41 upside  37% 25% 20.5% 35.0% 
$1.50 base  27% 15% 21.5% 25.0% 
$0.53 downside  17% 5% 22.5% 8.0% 
Source: UBS      

more 

COMPANY DESCRIPTION Freelancer is the world's largest freelancing, outsourced services and crowdsourcing marketplace by 
number of users and projects posted. FLN connects developing and developed... 

more  
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Freelancer Ltd. UBS Research 

 

OUR THESIS IN PICTURES return  

 

“FLN's current GPV is miniscule relative to the potential 
size of the opportunity… 

 

...Members and jobs posted have grown exponentially… 

 

…Early years require significant investment into people 
and marketing to convert the opportunity… 

 

…Which should flow through to a very strong medium and 
long term earnings profile". 

Sources for exhibits above: Company data, UBS Research   
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Freelancer Ltd. UBS Research 
 

COMMENTARY return  

Cash receipts 

FLN reported 4Q16 receipts from customers of $13.0m, up +10% yoy and +2% qoq 
(despite a seasonally softer quarter with Christmas). Whilst the exact split between 
Market place and Escrow are not provided, we have made an estimate - to try and 
backsolve the momentum within Market place. We have assumed continued weakness 
within the Escrow business in 4Q16. On this basis, the back-solve suggests 4Q16 
Marketplace cash receipts growth of +13% yoy and +4% qoq. We would highlight 
that both 3Q16 and 4Q16 were impacted by FX headwinds, with the AUDUSD down -
4% yoy in both quarters. 

 Figure 1: Cash receipts, with UBS estimate of divisional split 

 
1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4Q16 

Market place (UBSe) 8.0 8.8 9.7 10.2 10.6 11.1 11.0 11.4 

Escrow (UBSe) 
   

1.7       2.2  2.2 1.7 1.6 

Cash receipts 8.0 8.8 9.7 11.9 12.8 13.3 12.7 13.0 

   
  

    
YoY growth 

      
  

Market place  43% 40% 43% 37% 33% 27% 13% 13% 

Escrow 
    

   -7% 

Total cash 43% 40% 43% 61% 60% 51% 31% 10% 

         
QoQ growth 

        
Market place  8% 10% 10% 5% 4% 5% -1% 4% 

Escrow 
    

25% -2% -20% -6% 

Total cash 8% 10% 10% 23% 8% 4% -4% 2% 

Source:  Company, UBSe 

Figure 2: Quarterly cash receipts, with UBS estimate of split 

 
Source:  Company, UBSe  
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Jobs posted 

FLN continued to experience solid jobs posted growth in 4Q16, recording yoy 
growth of +40%, whilst volumes fell –4% hoh (Christmas seasonality). However 
conversion rates remain below historical levels, which is impacting the flow 
through to revenue.  

Figure 3: Total jobs posted per month –filtered (thousands) 

 
Source:  Company 

 Figure 4: Quarterly jobs posted –filtered (thousands) 

 
1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4Q16 

Jobs Posted 384 420 439 447 627 614 649 626 

QoQ growth 
 

9% 5% 2% 40% -2% 6% -4% 

YoY growth 
    

63% 46% 48% 40% 

Source: Company, UBSe 

Changes to forecasts 

Figure 5: UBSe changes to forecasts 

 
Source:  UBSe 
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FY16E FY17E FY18E FY16 FY17 FY18
PROFIT & LOSS New Prior Chg New Prior Chg New Prior Chg YoY YoY YoY
Marketplace 167.4 168.0 0% 207.5 207.9 0% 263.9 266.0 -1% 21% 24% 27%

Payments 469.1 494.5 -5% 513.6 535.3 -4% 673.2 701.5 -4% 415% 9% 31%

Gross Payments Volume 636.5 662.5 -4% 721.2 743.2 -3% 937.1 967.5 -3% 178% 13% 30%

Marketplace 45.2 45.3 0% 56.5 56.6 0% 72.6 73.2 -1% 23% 25% 28%

Payments 7.4 7.8 -5% 8.2 8.6 -4% 11.3 11.8 -4% 305% 11% 37%

Sales 52.6 53.2 -1% 64.8 65.2 -1% 83.9 84.9 -1% 37% 23% 29%

Interest revenue 0.2 0.2 0% 0.2 0.2 0% 0.3 0.3 0% -5% 26% 36%

Total revenue 52.8 53.4 -1% 65.0 65.4 -1% 84.2 85.2 -1% 37% 23% 29%

Operating costs 51.9 52.8 -2% 59.8 61.5 -3% 72.0 74.4 -3% 28% 15% 20%

Marketplace -0.3 -0.6 nm 3.7 2.4 53% 9.7 8.3 16% -85% nm 160%

Payments 1.0 1.0 nm 1.3 1.3 0% 2.2 2.2 -2% nm nm 72%

EBITDA (ex share pymt) 0.7 0.4 nm 5.0 3.7 35% 11.8 10.5 12% -133% nm 138%

D&A 0.7 0.7 0% 0.8 0.8 0% 1.0 1.0 0% 40% 19% 22%

EBIT 0.0 -0.3 -102% 4.1 2.8 45% 10.8 9.5 14% -100% nm 161%

Net interest -0.2 -0.2 0% -0.2 -0.2 0% -0.3 -0.3 0% -5% 26% 36%

PBT 0.2 -0.1 -222% 4.3 3.1 42% 11.1 9.8 13% -107% nm 155%

Tax 0.1 0.0 -222% 1.3 0.9 42% 3.3 2.9 13% -106% nm 155%

NPAT (normalised) 0.1 -0.1 -222% 3.0 2.1 42% 7.8 6.9 13% -108% nm 155%

Abnormal (net) -1.5 -1.5 -1% -1.7 -1.7 -1% -2.0 -2.0 -1% 21% 20% 14%

NPAT (reported) -1.3 -1.6 -15% 1.3 0.4 230% 5.8 4.9 19% -53% -198% nm

EPS - normalised - diluted 0.0 0.0 -222% 0.7 0.5 42% 1.7 1.5 13% -107% 2345% 154%
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Valuation 

Whilst we believe that the medium-long term growth opportunity remains intact, 
we recognize that the growth profile has slowed in 3Q16 and 4Q16. The trajectory 
for Marketplace looks to be improving, however we want to see further signs of 
this in 1Q17E.  Furthermore the issues impacting Escrow in 2H16 are likely to 
continue to have an impact into 1H17E. 

Our revised PT is based on our blended 2yr fwd EV/Sales of 5.5x (60%) and 2yr 
fwd EV/FCF of 48x (40%). Until we see a reacceleration of revenue growth, we no 
longer include our DCF valuation into our blended valuation. This generates a 
blended valuation of $1.51, from which we derive our $1.50 price target.  

 Figure 6: UBS blended valuation 

 
Blend (%) Valuation ($ps) Upside (%) 

EV/Sales over 2yr fwd growth 60% 1.11 4% 

EV/FCF over 2yr fwd growth 40% 2.11 99% 

DCF valuation 0% 3.41 222% 

Blended valuation 1.51 42% 

UBS price target 1.50 42% 

Source: UBSe 
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Freelancer Ltd. UBS Research 
 

UPSIDE / DOWNSIDE SPECTRUM return  

 

Value drivers 

 

 Sales CAGR 
FY16-20E 

Sales CAGR 
FY20-25E 

 

Mkting/Sales 
FY20E 

Grp EBITDA 
mgn FY20E 

$3.41 upside  37% 25% 20.5% 35.0% 
$1.50 base  27% 15% 21.5% 25.0% 
$0.53 downside  17% 5% 22.5% 8.0% 
Source: UBS      

 

FLN is trading  
at $1.06  
(as of 31st January) 

 

Risk to the current share price is heavily skewed (4:1) to the upside  

FLN is trading at $1.06 (as of 31st  January). 

Upside ($3.41):  Over the medium term we assume FY16-20E group sales CAGR 
of 37% and marketing/sales of 20.5% by FY20E. This results in group EBITDA 
margin of 35.0% in FY20E. Our longer term assumptions incorporate FY20-25E 
sales CAGR of 25%. 

Base ($1.50):  Over the medium term we assume FY16-20E group sales CAGR of 
27% and marketing/sales of 21.5% by FY20E. This results in group EBITDA margin 
of 25.0% in FY20E. Our longer term assumptions incorporate FY20-25E sales 
CAGR of 15%. 

Downside ($0.53):  Over the medium term we assume FY16-20E group sales 
CAGR of 17% and marketing/sales of 22.5% by FY20E. This results in group 
EBITDA margin of 8.0% in FY20E. Our longer term assumptions incorporate FY20-
25E sales CAGR of 5%. 
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Freelancer Ltd. UBS Research 
 

COMPANY DESCRIPTION return  

Freelancer is the world's largest freelancing, outsourced 
services and crowdsourcing marketplace by number of 
users and projects posted. FLN connects developing and 
developed labour markets by providing an online platform 
whereby entrepreneurs are connected with a global pool of 
skilled freelancers. The geographical spread provides 
mutually beneficial outcomes, by allowing entrepreneurs to 
source labour from low-wage freelancers who would 
otherwise be earning significantly less. FLN also recently 
acquired Escrow.com, the leading global secure payment 
platform for high value payments. 

Industry outlook 

The online crowdsourcing market is still in its infancy and 
its exponential growth is a major disruptor of the 
traditional local labour sourcing market. Industry 
consolidation has resulted in two major global players, 
however the long tail of smaller operators still makes up 
the majority of the market. According to industry surveys, 
the workload outsourced by Australian SMEs has increased 
from 25% in CY11 to 31% currently, and is forecast to 
reach ~40% by the end of CY18. Similar trends are also 
emerging in other major economies. We believe the online 
freelancer industry growth is likely to be driven by a 
structural shift of employers seeking cheap labour, global 
technological enhancements allowing developing nations 
to fluidly access developed labour markets and the 
continued increase in the number of SMEs as workers opt 
out of working for large corporations 

Revenues by product – CY16e (%) 
 

 
Sources: Company data, UBSe 
 

Revenues by geography CY16e (%) 
 

 
Sources: Company data, UBSe 
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Freelancer Ltd. (FLN.AX) 

Income statement (A$m) 12/13 12/14 12/15 12/16E % ch 12/17E % ch 12/18E 12/19E 12/20E 
Revenues 18.7 25.9 38.4 52.6 36.9 64.8 23.1 83.9 107.7 137.9 
Gross profit - - - - - - - - - - 
EBITDA (UBS) 1.1 (2.3) (2.2) 0.7 - 5.0 NM 11.8 21.0 34.5 
Depreciation & amortisation (0.2) (0.3) (0.5) (0.7) 39.6 (0.8) 18.5 (1.0) (1.2) (1.5) 
EBIT (UBS) 0.9 (2.6) (2.7) 0.0 - 4.1 NM 10.8 19.7 33.0 
Associates & investment income 0.0 0.0 0.0 0.0 - 0.0 - 0.0 0.0 0.0 
Other non-operating income 0.0 0.0 0.0 0.0 - 0.0 - 0.0 0.0 0.0 
Net interest 0.1 0.2 0.2 0.2 -5.4 0.2 25.9 0.3 0.4 0.6 
Exceptionals (incl goodwill) 0.0 0.0 0.0 0.0 - 0.0 - 0.0 0.0 0.0 
Profit before tax 1.0 (2.4) (2.5) 0.2 - 4.3 NM 11.1 20.1 33.6 
Tax 0.1 1.0 0.9 (0.1) - (1.3) NM (3.3) (6.0) (10.1) 
Profit after tax 1.1 (1.5) (1.6) 0.1 - 3.0 NM 7.8 14.1 23.5 
Preference dividends 0.0 0.0 0.0 0.0 - 0.0 - 0.0 0.0 0.0 
Minorities 0.0 0.0 0.0 0.0 - 0.0 - 0.0 0.0 0.0 
Extraordinary items (0.3) (0.4) (1.2) (1.5) -20.9 (1.7) -19.7 (2.0) (2.3) (2.5) 
Net earnings (local GAAP) 0.8 (1.8) (2.8) (1.3) 53.4 1.3 - 5.8 11.8 21.0 
Net earnings (UBS) 1.2 (1.5) (1.6) 0.1 - 3.0 NM 7.8 14.1 23.5 
Tax rate (%) 0.0 0.0 0.0 30.0 - 30.0 0.0 30.0 30.0 30.0 

 

Per share (A$) 12/13 12/14 12/15 12/16E % ch 12/17E % ch 12/18E 12/19E 12/20E 
EPS (UBS, diluted) 0.00 (.00) (.00) 0.00 - 0.01 NM 0.02 0.03 0.05 
EPS (local GAAP, diluted) 0.00 (.00) (0.01) (.00) 55.3 0.00 - 0.01 0.03 0.04 
EPS (UBS, basic) 0.00 (.00) (.00) 0.00 - 0.01 NM 0.02 0.03 0.05 
Net DPS (A$) 0.02 0.02 0.00 0.00 - 0.00 - 0.00 0.00 0.00 
Cash EPS (UBS, diluted)1 0.00 (.00) (.00) 0.00 - 0.01 362.7 0.02 0.03 0.05 
Book value per share 0.04 0.04 0.08 0.09 17.1 0.10 7.1 0.11 0.14 0.19 
Average shares (diluted) 403.54 436.94 449.69 468.50 4.2 470.28 0.4 471.44 472.77 474.26 

 

Balance sheet (A$m) 12/13 12/14 12/15 12/16E % ch 12/17E % ch 12/18E 12/19E 12/20E 
Tangible fixed assets 0.6 1.1 1.7 2.1 28.5 2.5 19.9 3.1 3.7 4.4 
Intangible fixed assets 8.9 13.0 23.9 23.9 0.0 23.9 0.0 23.9 23.9 23.9 
Investments 0.0 0.0 0.0 0.0 - 0.0 - 0.0 0.0 0.0 
Other assets 1.0 2.5 3.7 9.3 151.5 9.3 0.0 9.3 9.3 9.3 
Total fixed assets 10.4 16.6 29.2 35.2 20.7 35.7 1.2 36.2 36.8 37.5 
Net working capital (16.4) (19.9) (26.3) (30.7) -16.8 (37.5) -22.2 (48.2) (61.5) (78.4) 
Cash 24.4 20.2 32.2 36.8 14.2 46.3 25.6 64.2 91.0 130.7 
Short term debt 0.0 0.0 0.0 0.0 - 0.0 - 0.0 0.0 0.0 
Long term debt 0.0 0.0 0.0 0.0 - 0.0 - 0.0 0.0 0.0 
Preferred shares 0.0 0.0 0.0 0.0 - 0.0 - 0.0 0.0 0.0 
Net (debt) / cash 24.4 20.2 32.2 36.8 14.2 46.3 25.6 64.2 91.0 130.7 
Other debt-deemed liabilities 0.0 0.0 0.0 0.0 - 0.0 - 0.0 0.0 0.0 
Provisions & non-debt deemed liabs (.0) (0.1) (0.3) (0.3) 0.0 (0.3) 0.0 (0.3) (0.3) (0.3) 
Total equity 18.4 16.8 34.9 41.1 17.8 44.2 7.4 51.9 66.0 89.6 
Minority interests 0.0 0.0 0.0 0.0 - 0.0 - 0.0 0.0 0.0 
Common s/h equity 18.4 16.8 34.9 41.1 17.8 44.2 7.4 51.9 66.0 89.6 
Operating invested capital (6.0) (3.4) 2.7 4.3 61.6 (2.1) - (12.3) (25.0) (41.2) 
Total capital employed (6.0) (3.4) 2.7 4.3 61.6 (2.1) - (12.3) (25.0) (41.2) 

 

Cash flow (A$m) 12/13 12/14 12/15 12/16E % ch 12/17E % ch 12/18E 12/19E 12/20E 
Net income (before pref divs) 0.8 (1.8) (2.8) (1.3) 53.4 1.3 - 5.8 11.8 21.0 
Depreciation & amortisation 0.2 0.3 0.5 0.7 39.6 0.8 18.5 1.0 1.2 1.5 
Net change in working capital 1.5 2.9 6.1 4.4 -27.2 6.8 54.7 10.7 13.4 16.9 
Other operating (2.2) (1.4) (2.3) 2.6 - 1.7 -33.1 2.0 2.3 2.5 
Operating cash flow 0.2 (0.1) 1.5 6.4 338.3 10.7 67.5 19.5 28.7 41.9 
Tangible capital expenditure (0.3) (0.9) (1.0) (1.1) -10.7 (1.3) -18.5 (1.5) (1.9) (2.2) 
Intangible capital expenditure 0.0 0.0 0.0 0.0 - 0.0 - 0.0 0.0 0.0 
Net (acquisitions) / disposals 0.0 (3.7) (10.3) 0.0 - 0.0 - 0.0 0.0 0.0 
Other investing (1.4) (0.4) (.0) (1.0) - 0.0 - 0.0 0.0 0.0 
Investing cash flow (1.7) (5.0) (11.2) (2.1) 81.3 (1.3) 39.7 (1.5) (1.9) (2.2) 
Equity dividends paid 0.0 0.0 0.0 0.0 - 0.0 - 0.0 0.0 0.0 
Share issues / (buybacks) 15.0 0.0 19.7 0.3 -98.5 0.0 - 0.0 0.0 0.0 
Other financing (0.5) (0.1) 0.0 0.0 - 0.0 - 0.0 0.0 0.0 
Change in debt & pref shares 0.0 0.0 0.0 0.0 - 0.0 - 0.0 0.0 0.0 
Financing cash flow 14.5 (0.1) 19.7 0.3 -98.5 0.0 - 0.0 0.0 0.0 
Cash flow inc/(dec) in cash 13.0 (5.1) 9.9 4.6 -53.7 9.4 106.4 17.9 26.8 39.7 
FX / non cash items - 1.0 2.2 0.0 - 0.0 - 0.0 0.0 0.0 
Balance sheet inc/(dec) in cash - (4.2) 12.0 4.6 -62.0 9.4 106.4 17.9 26.8 39.7 
Source: Company accounts, UBS estimates.  (UBS) metrics use reported figures which have been adjusted by UBS analysts.1Cash EPS (UBS, diluted) is calculated using UBS net income adding back depreciation and 
amortization.  
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Freelancer Ltd. (FLN.AX) 

Valuation (x) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
P/E (local GAAP, diluted) NM NM NM NM NM NM 41.4 23.3 
P/E (UBS, diluted) NM NM NM NM NM 62.8 34.7 20.9 
P/CEPS NM NM NM NM NM 54.3 31.3 19.2 
Equity FCF (UBS) yield % (.0) (0.2) 0.1 1.1 2.0 3.8 5.7 8.4 
Net dividend yield (%) 1.2 1.6 0.0 0.0 0.0 0.0 0.0 0.0 
P/BV x 32.2 26.4 16.3 11.6 10.8 9.2 7.3 5.4 
EV/revenues (core) NM NM NM 8.3 6.7 5.0 3.7 2.6 
EV/EBITDA (core) >100 <-100 <-100 >100 86.7 35.3 18.9 10.5 
EV/EBIT (core) NM NM NM NM NM NM 20.1 11.0 
EV/OpFCF (core) NM NM NM NM NM 20.4 12.4 7.5 
EV/op. invested capital - NM NM NM NM NM NM NM 

 

Enterprise value (A$m) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
Market cap. 592.1 444.2 543.2 473.0 473.0 473.0 473.0 473.0 
Net debt (cash) (17.0) (22.3) (26.2) (34.5) (41.5) (55.2) (77.6) (110.9) 
Buy out of minorities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Pension provisions/other 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Total enterprise value 575.1 421.9 517.0 438.5 431.5 417.8 395.4 362.1 
Non core assets 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Core enterprise value 575.1 421.9 517.0 438.5 431.5 417.8 395.4 362.1 

 

Growth (%) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
Revenue - 38.6 48.3 36.9 23.1 29.5 28.4 28.0 
EBITDA (UBS) - - 4.3 - NM 137.7 77.1 64.7 
EBIT (UBS) - - -2.9 - NM 161.4 82.5 67.6 
EPS (UBS, diluted) - - -10.0 - NM 154.5 80.9 66.6 
Net DPS - 0.0 - - - - - - 

 

Margins & Profitability (%) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
Gross profit margin - - - - - - - - 
EBITDA margin 5.9 NM NM 1.4 7.7 14.1 19.5 25.0 
EBIT margin 4.9 -10.1 -7.0 0.0 6.4 12.9 18.3 24.0 
Net earnings (UBS) margin 6.3 NM NM 0.2 4.7 9.3 13.1 17.1 
ROIC (EBIT) - 55.7 >500 0.2 374.5 (150.3) (105.8) (99.8) 
ROIC post tax - 55.7 NM 0.1 NM NM NM NM 
ROE (UBS) - (8.3) (6.4) 0.3 7.1 16.2 23.9 30.3 

 

Capital structure & Coverage (x) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
Net debt / EBITDA (22.1) 8.9 14.8 (51.2) (9.3) (5.4) (4.3) (3.8) 
Net debt / total equity % (132.6) (120.2) (92.4) (89.5) (104.7) (123.6) (137.9) (146.0) 
Net debt / (net debt + total equity) % NM NM NM NM NM NM NM NM 
Net debt/EV % (4.2) (4.8) (6.2) (8.4) (10.7) (15.4) (23.0) (36.1) 
Capex / depreciation % 171.5 NM 189.2 150.0 150.0 150.0 150.0 150.0 
Capex / revenue % 1.7 3.4 2.5 2.0 2.0 1.8 1.7 1.6 
EBIT / net interest NM 14.7 14.9 NM NM NM NM NM 
Dividend cover (UBS) 0.2 - - - - - - - 
Div. payout ratio (UBS) % NM - - - - - - - 

 

Revenues by division (A$m) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
Others 18.7 25.9 38.4 52.6 64.8 83.9 107.7 137.9 
Total 18.7 25.9 38.4 52.6 64.8 83.9 107.7 137.9 

 

EBIT (UBS) by division (A$m) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E 
Others 0.9 (2.6) (2.7) 0.0 4.1 10.8 19.7 33.0 
Total 0.9 (2.6) (2.7) 0.0 4.1 10.8 19.7 33.0 
Source: Company accounts, UBS estimates.  (UBS) metrics use reported figures which have been adjusted by UBS analysts. 
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Forecast returns 

Forecast price appreciation +44.9% 

Forecast dividend yield 0.0% 

Forecast stock return +44.9% 

Market return assumption 6.7% 

Forecast excess return +38.2% 

 
  

Valuation Method and Risk Statement 

Our PT is based off our blended 2yr fwd EV/Sales of 5.5x (60% weighting) and 2yr 
fwd EV/FCF of 50x (40% weighting). We adopt a similar methodology to the UBS 
US internet team, based on analysis of 10 years of valuation/growth data. We will 
not include our DCF valuation, until we see a reacceleration of revenue growth. 
 
Key downside risks include: (1) the potential creation of off-market jobs risks; (2) 
exchange rate exposure; (3) maintenance of website traffic, (4) retaining key 
personnel and (5) threat of new entrants.  



 

 Freelancer Ltd.   31 January 2017 

 

 13 

Required Disclosures 

This report has been prepared by UBS Securities Australia Ltd, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and 
affiliates are referred to herein as UBS. 

For information on the ways in which UBS manages conflicts and maintains independence of its research product; historical 
performance information; and certain additional disclosures concerning UBS research recommendations, please visit  
www.ubs.com/disclosures. The figures contained in performance charts refer to the past; past performance is not a reliable 
indicator of future results. Additional information will be made available upon request. UBS Securities Co. Limited is licensed 
to conduct securities investment consultancy businesses by the China Securities Regulatory Commission. UBS acts or may act 
as principal in the debt securities (or in related derivatives) that may be the subject of this report. This recommendation was 
finalized on: 31 January 2017 05:24 AM GMT.  

Analyst Certification: Each research analyst primarily responsible for the content of this research report, in whole or in 
part, certifies that with respect to each security or issuer that the analyst covered in this report: (1) all of the views expressed 
accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner, 
including with respect to UBS, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to 
the specific recommendations or views expressed by that research analyst in the research report.  

UBS Investment Research: Global Equity Rating Definitions 

12-Month Rating Definition Coverage1 IB Services2 

Buy FSR is > 6% above the MRA. 45% 29% 

Neutral FSR is between -6% and 6% of the MRA. 39% 27% 

Sell FSR is > 6% below the MRA. 15% 16% 

Short-Term Rating Definition Coverage3 IB Services4 

Buy 
Stock price expected to rise within three months from the time 
the rating was assigned because of a specific catalyst or event. <1% <1% 

Sell Stock price expected to fall within three months from the time 
the rating was assigned because of a specific catalyst or event. <1% <1% 

Source: UBS. Rating allocations are as of 31 December 2016. 
1:Percentage of companies under coverage globally within the 12-month rating category. 
2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided 
within the past 12 months. 
3:Percentage of companies under coverage globally within the Short-Term rating category. 
4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided 
within the past 12 months. 

KEY DEFINITIONS:  Forecast Stock Return (FSR)  is defined as expected percentage price appreciation plus gross dividend 
yield over the next 12 months.   Market Return Assumption (MRA)  is defined as the one-year local market interest rate 
plus 5% (a proxy for, and not a forecast of, the equity risk premium).   Under Review (UR)  Stocks may be flagged as UR 
by the analyst, indicating that the stock's price target and/or rating are subject to possible change in the near term, usually 
in response to an event that may affect the investment case or valuation.   Short-Term Ratings  reflect the expected near-
term (up to three months) performance of the stock and do not reflect any change in the fundamental view or investment 
case.   Equity Price Targets  have an investment horizon of 12 months.  

EXCEPTIONS AND SPECIAL CASES:  UK and European Investment Fund ratings and definitions are: Buy:  Positive 
on factors such as structure, management, performance record, discount;   Neutral:  Neutral on factors such as structure, 
management, performance record, discount;   Sell:  Negative on factors such as structure, management, performance 
record, discount.   Core Banding Exceptions (CBE):  Exceptions to the standard +/-6% bands may be granted by the 
Investment Review Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the 
respective company's debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands 
as they relate to the rating. When such exceptions apply, they will be identified in the Company Disclosures table in the 
relevant research piece.  

http://www.ubs.com/disclosures
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Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not 
registered/qualified as research analysts with FINRA. Such analysts may not be associated persons of UBS Securities LLC and 
therefore are not subject to the FINRA restrictions on communications with a subject company, public appearances, and 
trading securities held by a research analyst account. The name of each affiliate and analyst employed by that affiliate 
contributing to this report, if any, follows. 

UBS Securities Australia Ltd:  Tim Plumbe.   

Company Disclosures 

Company Name Reuters 12-month rating Short-term rating Price Price date 

Freelancer Ltd. FLN.AX Buy N/A A$1.04 30 Jan 2017 

Source: UBS. All prices as of local market close. 
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock 
pricing date 

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. For a complete set 
of disclosure statements associated with the companies discussed in this report, including information on valuation and risk, 
please contact UBS Securities LLC, 1285 Avenue of Americas, New York, NY 10019, USA, Attention: Investment Research. 

Freelancer Ltd. (A$) 

01
-N

ov
-1

3

01
-J

an
-1

4

01
-M

ar
-1

4

01
-M

ay
-1

4

01
-J

ul
-1

4

01
-S

ep
-1

4

01
-N

ov
-1

4

01
-J

an
-1

5

01
-M

ar
-1

5

01
-M

ay
-1

5

01
-J

ul
-1

5

01
-S

ep
-1

5

01
-N

ov
-1

5

01
-J

an
-1

6

01
-M

ar
-1

6

01
-M

ay
-1

6

01
-J

ul
-1

6

01
-S

ep
-1

6

01
-N

ov
-1

6

01
-J

an
-1

7

0.00

0.50

1.00

1.50

2.00

Price Target (A$) Stock Price (A$)

Buy
No Rating

  

Date Stock Price (A$) Price Target (A$) Rating 

2013-10-30 NaN - No Rating 
2016-04-11 1.51 1.85 Buy 
2016-07-28 1.7 1.95 Buy 
2016-10-25 1.24 1.55 Buy 

Source: UBS; as of 30 Jan 2017 
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Global Disclaimer 
This document has been prepared by UBS Securities Australia Ltd, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS. 

Global Research is provided to our clients through UBS Neo and, in certain instances, UBS.com (each a "System"). It may also be made available through third party 
vendors and distributed by UBS and/or third parties via e-mail or alternative electronic means. The level and types of services provided by Global Research to a client may 
vary depending upon various factors such as a client's individual preferences as to the frequency and manner of receiving communications, a client's risk profile and 
investment focus and perspective (e.g., market wide, sector specific, long-term, short-term, etc.), the size and scope of the overall client relationship with UBS and legal 
and regulatory constraints. 

All Global Research is available on UBS Neo. Please contact your UBS sales representative if you wish to discuss your access to UBS Neo. 

When you receive Global Research through a System, your access and/or use of such Global Research is subject to this Global Research Disclaimer and to the terms of 
use governing the applicable System. 

When you receive Global Research via a third party vendor, e-mail or other electronic means, your use shall be subject to this Global Research Disclaimer and to UBS's 
Terms of Use/Disclaimer (http://www.ubs.com/global/en/legalinfo2/disclaimer.html). By accessing and/or using Global Research in this manner, you are indicating that 
you have read and agree to be bound by our Terms of Use/Disclaimer. In addition, you consent to UBS processing your personal data and using cookies in accordance 
with our Privacy Statement (http://www.ubs.com/global/en/legalinfo2/privacy.html) and cookie notice (http://www.ubs.com/global/en/homepage/cookies/cookie-
management.html). 

If you receive Global Research, whether through a System or by any other means, you agree that you shall not copy, revise, amend, create a derivative 
work, transfer to any third party, or in any way commercially exploit any UBS research provided via Global Research or otherwise, and that you shall not 
extract data from any research or estimates provided to you via Global Research or otherwise, without the prior written consent of UBS.   

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or 
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or 
would subject UBS to any registration or licensing requirement within such jurisdiction. It is published solely for information purposes; it is not an advertisement nor is it 
a solicitation or an offer to buy or sell any financial instruments or to participate in any particular trading strategy. No representation or warranty, either expressed or 
implied, is provided in relation to the accuracy, completeness or reliability of the information contained in this document ("the Information"), except with respect to 
Information concerning UBS. The Information is not intended to be a complete statement or summary of the securities, markets or developments referred to in the 
document. UBS does not undertake to update or keep current the Information. Any opinions expressed in this document may change without notice and may differ or 
be contrary to opinions expressed by other business areas or groups of UBS. Any statements contained in this report attributed to a third party represent UBS's 
interpretation of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation 
have not been reviewed by the third party. 

Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or appropriate to an investor’s individual 
circumstances or otherwise constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own judgement in 
making their investment decisions. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of 
investors. Options, derivative products and futures are not suitable for all investors, and trading in these instruments is considered risky. Mortgage and asset-backed 
securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates or other market conditions. Foreign currency rates of 
exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. For investment advice, trade execution or 
other enquiries, clients should contact their local sales representative. 

The value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not necessarily 
a guide to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising 
out of the use of all or any of the Information. 

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no 
representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or 
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results. 

This document and the Information are produced by UBS as part of its research function and are provided to you solely for general background information. UBS has no 
regard to the specific investment objectives, financial situation or particular needs of any specific recipient. In no circumstances may this document or any of the 
Information be used for any of the following purposes: 

(i) valuation or accounting purposes; 

(ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or 

(iii) to measure the performance of any financial instrument. 

By receiving this document and the Information you will be deemed to represent and warrant to UBS that you will not use this document or any of the Information for 
any of the above purposes or otherwise rely upon this document or any of the Information. 

UBS has policies and procedures, which include, without limitation, independence policies and permanent information barriers, that are intended, and upon which UBS 
relies, to manage potential conflicts of interest and control the flow of information within divisions of UBS and among its subsidiaries, branches and affiliates. For further 
information on the ways in which UBS manages conflicts and maintains independence of its research products, historical performance information and certain additional 
disclosures concerning UBS research recommendations, please visit www.ubs.com/disclosures. 

Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management, which will also have sole discretion on the 
timing and frequency of any published research product. The analysis contained in this document is based on numerous assumptions. All material information in relation 
to published research reports, such as valuation methodology, risk statements, underlying assumptions (including sensitivity analysis of those assumptions), ratings 
history etc. as required by the Market Abuse Regulation, can be found on NEO. Different assumptions could result in materially different results. 

The analyst(s) responsible for the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, 
applying and interpreting market information. UBS relies on information barriers to control the flow of information contained in one or more areas within UBS into other 
areas, units, groups or affiliates of UBS. The compensation of the analyst who prepared this document is determined exclusively by research management and senior 
management (not including investment banking). Analyst compensation is not based on investment banking revenues; however, compensation may relate to the 
revenues of UBS Investment Bank as a whole, of which investment banking, sales and trading are a part, and UBS's subsidiaries, branches and affiliates as a whole. 

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or 
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity 
provider is carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in 
this document. For financial instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in 
the US in accordance with the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued 
a warrant the value of which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or 
short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions 
expressed in this document. 

United Kingdom and the rest of Europe:  Except as otherwise specified herein, this material is distributed by UBS Limited to persons who are eligible counterparties 
or professional clients. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation 
Authority.   France:  Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France S.A. UBS Securities France S.A. is regulated by the ACPR 
(Autorité de Contrôle Prudentiel et de Résolution) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this 
document, the document is also deemed to have been prepared by UBS Securities France S.A.   Germany:  Prepared by UBS Limited and distributed by UBS Limited and 
UBS Europe SE. UBS Europe SE is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin).   Spain:  Prepared by UBS Limited and distributed by UBS 
Limited and UBS Securities España SV, SA. UBS Securities España SV, SA is regulated by the Comisión Nacional del Mercado de Valores (CNMV).   Turkey:  Distributed 
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by UBS Limited. No information in this document is provided for the purpose of offering, marketing and sale by any means of any capital market instruments and 
services in the Republic of Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey. UBS AG is not 
licensed by the Turkish Capital Market Board under the provisions of the Capital Market Law (Law No. 6362). Accordingly, neither this document nor any other offering 
material related to the instruments/services may be utilized in connection with providing any capital market services to persons within the Republic of Turkey without the 
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