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Zip shares surge on QuadPay deal to chase
Afterpay into the US

James EyersJames EyersJames EyersJames EyersJames Eyers Senior Reporter

Jun 2, 2020 – 2.20pm

Zip Co shares have surged on its expansion into the United States, after the lender

announced the $400 million acquisition of New York-based buy now, pay later

player QuadPay in an all-scrip deal that will boost its customers to 3.5 million.

The deal, initially revealed by Street Talk on Sunday nightinitially revealed by Street Talk on Sunday nightinitially revealed by Street Talk on Sunday nightinitially revealed by Street Talk on Sunday nightinitially revealed by Street Talk on Sunday night, will allow Zip to chase

Afterpay in the high-growth US market, where consumers are turning to interest

free, instalment payments as an alternative to paying with credit cards, and the

providers are in a land grab to acquire retailers to offer the products.

The acquisition is a sign of Australia's dominance in the fast-growing global sector,

where Afterpay and Zip will compete in the US with ASX-listed Sezzle, Affirm and

Klarna, which Commonwealth Bank is helping to expand in Australia.

Zip shares surged by 39 per cent after resuming trading on Tuesday to $5.21 by

mid-afternoon. The company said it had been encouraged by QuadPay’s "continued

strong growth and performance especially during the COVID-19 outbreak".
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Zip, which counts Westpac as an investor, will issue almost one-quarter of its

issued share capital to QuadPay shareholders to fund the deal, valuing the New

York-based fintech at just over $400 million. The deal will also be funded by an

unusual structure involving the issuance of $100 million in convertible notes and

$100 million in warrants.
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Zip already holds 14 per cent of QuadPay, through its acquisition of PartPay in NZ

last year, making it the second-largest shareholder of QuadPay outside of founders.

It said QuadPay's co-founders and co-CEOs will join Zip's global management team.

QuadPay, which launched in 2017, has 1.5 million US customers, compared with

Afterpay's 5 million, and processes almost $1 billion of annualised sales.

Zip founders Peter Gray and Larry Diamond, "The US is a critical part of our global strategy," says
Diamond. AFR

After the deal, which requires shareholder approval, Zip will have 3.5 million

customers, 26,000 merchants and will process total sales of $3 billion, delivering

annualised revenue of around $250 million.

"The US is a critical part of our global strategy and vital as merchants increasingly

look for a global payments solution. We have been impressed by QuadPay’s

continued innovation," Zip CEO Larry Diamond said.
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Heights Capital Management, an affiliate of US-based Susquehanna International

Group, will fund the deal by buying the $200 million of convertible notes and

warrants, which was separately revealed by Street Talk on Monday nightseparately revealed by Street Talk on Monday nightseparately revealed by Street Talk on Monday nightseparately revealed by Street Talk on Monday nightseparately revealed by Street Talk on Monday night.

The structure allowed Zip to raise funding at a premium to its share price pre-deal,

rather than at a discount. Zip said the deal would be accretive based on transaction

volume and revenue.

Unlike Afterpay, QuadPay can facilitate instalments payments anywhere where

Visa cards are accepted, both online and offline. It has a partnership with Stripe, a

leading provider of payment software for merchants.

Shaw and Partners analyst Jonathon Higgins said the deal would be well received

by the market and QuadPay is adding around 100,000 new customers each month,

around 35 per cent of Afterpay's rate of customer acquisition.

"This gives Zip another leg of growth and puts the company into the global

payments space," Mr Higgins said. "Afterpay has enjoyed a significant re-rating and

growth uplift from USA and overseas expansion, and this is the playbook for

investors with QuadPay and the US now coming into the envelope."

Zip also has operations in the UK, South Africa and New Zealand. It said QuadPay

uses the same technology platform as Zip, which will minimise integration costs

and help acquire new merchants.

On regulation, Zip said QuadPay is licensed by the California Department of

Business Oversight, which recently required Afterpay to operate under a licence

there Zip said QuadPay conducts credit file checks on customers to assess risk
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there. Zip said QuadPay conducts credit file checks on customers to assess risk.

The deal is expected to complete in the first quarter of 2021.

License article

James EyersJames EyersJames EyersJames EyersJames Eyers writes on banking, fintech and technology. Based in our Sydney newsroom,
James is a former Legal Affairs and Capital editor for the Financial Review Connect with James
on TwitterTwitterTwitterTwitterTwitter. Email James at jeyers@afr.com.aujeyers@afr.com.aujeyers@afr.com.aujeyers@afr.com.aujeyers@afr.com.au

Save Share

READ MORE AND FOLLOW TOPICS

Mergers & acquisitions Fintech Payments

Zipmoney Ltd Afterpay Touch Group

LATEST STORIES

Coronavirus pandemic

‘This bloody UK variant’: experts split on lockdown strategy‘This bloody UK variant’: experts split on lockdown strategy‘This bloody UK variant’: experts split on lockdown strategy‘This bloody UK variant’: experts split on lockdown strategy‘This bloody UK variant’: experts split on lockdown strategy

3 mins ago

Bitcoin

ASIC open to a bitcoin-linked ETF listing on the ASXASIC open to a bitcoin-linked ETF listing on the ASXASIC open to a bitcoin-linked ETF listing on the ASXASIC open to a bitcoin-linked ETF listing on the ASXASIC open to a bitcoin-linked ETF listing on the ASX

8 mins ago

Opinion Coronavirus Pandemic Live

‘We can’t go on like this’: Victoria laments blanket lockdown‘We can’t go on like this’: Victoria laments blanket lockdown‘We can’t go on like this’: Victoria laments blanket lockdown‘We can’t go on like this’: Victoria laments blanket lockdown‘We can’t go on like this’: Victoria laments blanket lockdown

16 mins ago

Super wars

Hume shoots down ‘retiree tax’ budget pitchesHume shoots down ‘retiree tax’ budget pitchesHume shoots down ‘retiree tax’ budget pitchesHume shoots down ‘retiree tax’ budget pitchesHume shoots down ‘retiree tax’ budget pitches

32 mins ago

SPONSORED

Investment trends for 2021

Sponsored

by ANZ

Simple ways to improve customer experience

Sponsored

by ServiceNow

http://rightsportal.copyright.com.au/pages/republicationpage.aspx?author=James%20Eyers&publication=AFR&publicationdate=2020-06-02T04%3A20%3A10Z&publisher=fxj&title=Zip%20shares%20surge%20on%20QuadPay%20deal%20to%20chase%20Afterpay%20into%20the%20US&url=https%3A%2F%2Fwww.afr.com%2Fcompanies%2Ffinancial-services%2Fzip-buys-quadpay-to-chase-afterpay-into-the-us-20200602-p54yqw
https://www.afr.com/by/james-eyers-j7gbd
https://twitter.com/eyersj?lang=en
mailto:jeyers@afr.com.au
https://www.afr.com/topic/mergers---acquisitions-1mpf
https://www.afr.com/topic/fintech-hpb
https://www.afr.com/topic/payments-hpo
https://www.afr.com/company/zml-1pi
https://www.afr.com/company/apt-1q
https://www.afr.com/latest
https://www.afr.com/topic/coronavirus-pandemic-1ndb
https://www.afr.com/politics/federal/this-bloody-uk-variant-experts-split-on-lockdown-strategy-20210212-p571zx
https://www.afr.com/topic/bitcoin-hqn
https://www.afr.com/companies/financial-services/asic-open-to-a-bitcoin-linked-etf-listing-on-the-asx-20210212-p571v0
https://www.afr.com/topic/coronavirus-pandemic-live-1nf0
https://www.afr.com/policy/economy/we-can-t-go-on-like-this-victoria-laments-blanket-lockdown-20210212-p5720d
https://www.afr.com/topic/superannuation-wars-1mr4
https://www.afr.com/politics/federal/hume-shoots-down-retiree-tax-budget-pitches-20210212-p571vu
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjst4nMAcakbJVB55jNOmiOXcrljQQHv_CGnRm1ZX2a2xu2PwY396lgIztm5m1PnjfjMRYJVn7bDQlRKm-35HWPMAc5i39Xr6QNp99g0FeeG02cQd5Qoeffu72JAwB2RXw86i58N-hJmnyBHm8MQGHxvo5kPk8amrnJcietkXy0lEXkEfd42QSfkhioyoTDCLO1HH2Tzh3oBWw-74AIixEwt6apU-X8X6oZK0Phfp3_yw6ZrLTLHW8G19H0aU7Iwfr4uR_e58qKSOG9ygq40fgd1ryMONU1JTrhY6krpG7LrJywyWfxXoVwWa4AKc6b0I5IrDnnnMrMoLFfDnbmmVydrAyfA1p7w&sai=AMfl-YQKZL1oyB4_PGVo9jPlOUykOGPbiUKPbgftDrw2LZ3MZEmpf4r7QmTU-GXVRzsIJbl786YxNCaeFhtveW1VP4sVqBsBLXr_AoLayqpEmhQl_acpHrGxZ5fYS0zgRlmvzXOUNA&sig=Cg0ArKJSzBDK30yn7YODEAE&urlfix=1&adurl=https://www.afr.com/companies/financial-services/cautious-optimism-for-investors-facing-unusual-environment-in-2021-20210113-p56tue
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjst4nMAcakbJVB55jNOmiOXcrljQQHv_CGnRm1ZX2a2xu2PwY396lgIztm5m1PnjfjMRYJVn7bDQlRKm-35HWPMAc5i39Xr6QNp99g0FeeG02cQd5Qoeffu72JAwB2RXw86i58N-hJmnyBHm8MQGHxvo5kPk8amrnJcietkXy0lEXkEfd42QSfkhioyoTDCLO1HH2Tzh3oBWw-74AIixEwt6apU-X8X6oZK0Phfp3_yw6ZrLTLHW8G19H0aU7Iwfr4uR_e58qKSOG9ygq40fgd1ryMONU1JTrhY6krpG7LrJywyWfxXoVwWa4AKc6b0I5IrDnnnMrMoLFfDnbmmVydrAyfA1p7w&sai=AMfl-YQKZL1oyB4_PGVo9jPlOUykOGPbiUKPbgftDrw2LZ3MZEmpf4r7QmTU-GXVRzsIJbl786YxNCaeFhtveW1VP4sVqBsBLXr_AoLayqpEmhQl_acpHrGxZ5fYS0zgRlmvzXOUNA&sig=Cg0ArKJSzBDK30yn7YODEAE&urlfix=1&adurl=https://www.afr.com/companies/financial-services/cautious-optimism-for-investors-facing-unusual-environment-in-2021-20210113-p56tue
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjsvxDo4Ucw5SKCdaFzEk6qq2odFu08YQSMjjdidSwMByt26dHCteK_wQouuJFnbr4acLy9XYFHQsdJuY1zVj9u92NQq4uLNFJmtH_Th8ZJ8CB80HTP1rthoC1rzH5EE6iuoTjpyWE9suWBu_SNwwobpnmfZV_hvXgMws7qAQecGCgzdb8cfW9fOkEQEAVWO6zDcbfZH6ShfEVPxxXgi9oHVPJUyG5u9dnk0HpjOf5x-f1B1PcAPiuPhDY7ZqKoUTbvrB6hV2uUvzGuXBbTnxDIWV2clEdSuElez5bnDuMOCiYRjot4EBCi_nidUGjZEgCl9hVmb9ymG5w5dHDDkc9zjOuZLSnJQ&sai=AMfl-YTOtA3li5PHqaOCWU9ywpx2VsHPSA37hX2zgD07klUpr709SSwTzCAm-oa0KUv-iNclUiliklZWOMwAkZQI991lmFLc7Y9K5aEjew6fn-8MGOzmAr_QWXGLFzhpKBRzJPS03A&sig=Cg0ArKJSzOOGKkV3wIK5EAE&urlfix=1&adurl=https://www.afr.com/technology/the-digital-arts-of-keeping-the-customer-satisfied-20201218-p56otp
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjsvxDo4Ucw5SKCdaFzEk6qq2odFu08YQSMjjdidSwMByt26dHCteK_wQouuJFnbr4acLy9XYFHQsdJuY1zVj9u92NQq4uLNFJmtH_Th8ZJ8CB80HTP1rthoC1rzH5EE6iuoTjpyWE9suWBu_SNwwobpnmfZV_hvXgMws7qAQecGCgzdb8cfW9fOkEQEAVWO6zDcbfZH6ShfEVPxxXgi9oHVPJUyG5u9dnk0HpjOf5x-f1B1PcAPiuPhDY7ZqKoUTbvrB6hV2uUvzGuXBbTnxDIWV2clEdSuElez5bnDuMOCiYRjot4EBCi_nidUGjZEgCl9hVmb9ymG5w5dHDDkc9zjOuZLSnJQ&sai=AMfl-YTOtA3li5PHqaOCWU9ywpx2VsHPSA37hX2zgD07klUpr709SSwTzCAm-oa0KUv-iNclUiliklZWOMwAkZQI991lmFLc7Y9K5aEjew6fn-8MGOzmAr_QWXGLFzhpKBRzJPS03A&sig=Cg0ArKJSzOOGKkV3wIK5EAE&urlfix=1&adurl=https://www.afr.com/technology/the-digital-arts-of-keeping-the-customer-satisfied-20201218-p56otp

