Zip Co Limited

2018 AGM Presentation

Zip Co Ltd (ASX: Z1P)

e ZIP 30 November 2018



e 4
\(4

Poor product
structure

A focus on
interest
revenue

Banks put
Unable to you on the
attract Confusing minimum
High millennials ’
acquisition A A ; _

print’

Loyalty
programs
eroding value

Hard
sign ups

Not ‘on
your side’




Our Purpose
Reimagining payments.
Improving every day.







5 Key Messages v

« FY19is shaping to be another record year for Zip with November to be the Company’s first ever $100

million month.

« The Company rebrand and introduction of the Zip native app has been a ‘game changer’ for the business.
The app consistently ranks in the top 10 for shopping and finance, with all engagement metrics

significantly up on digital web.

« The current quarter has seen Zip's biggest partners join the platform (Bunnings, Target) and expansion

of its product offering and utility.
» Zip achieved its first quarter of positive Cash EBTDA and expects this measure to grow from here.

« ASIC's review of the BNPL sector was released on 28 November. Zip's strong focus on transparent,
responsible, affordable, and flexible credit products means it is well placed for any potential changes to

the regulatory environment, should they arise.



The Zip Difference

Zip's model is unique in market as it stands alongside credit cards and other Pay Later peers.

Responsible Disrupting Big data
financial services credit cards advantage

Credit and ID checks for all We offer interest free terms, Significant investment in
applicants, delivering flexibility and a digital decision technology and
tailored account limits with alternative data sciences
greater control and
transparency

Payment Competitive Network
flexibility acquisition model value

Uniquely positioned to offer Low, single digit S cost per Established payments
credit for both small and acquisition (CPA) vs banks network built online and
large purchases instore with partners




Key Highlights

1.5m+ Cash Flow

Happy consumers’ Break-even on a monthly basis

S1bn+ New Brand

Annualised transactions? Exciting new look launched

$S40.4m (FY18) Major Partners

Q1revenue of $15.0m Bunnings, Officeworks, Target,
Super Retail Group, Virgin Australia

1. Circa 1.5 million consumers across Zip and Pocketbook.
2. Run-rate annualised transaction volume as at 30 September 2018.



FY18 Key Metrics

$40.4m
$17.0m
Revenue?
- 138%
$40.4m
FY17 FY18
$542.9m .
$230.6m Transaction
- Volume
$542.9m
FY17 FY18
738.1k
3009k Consumers
— - 738.1k
FY17 FY18

1. Revenue includes Portfolio income and other income.
2. Gross receivable value at 30 June.

$152.0m

FY17

1.28% l I

FY17

4.4k l I

FY17

$316.7m

FY18

2.61%

FY18

10.6k

FY18

Receivables?

$316.7m

Net Bad Debts3

2.61%

Retail Partners

10.6k

3. Bad debts are written off in line with policy after 180 days past due. Percentage calculated on the gross receivable amount. Net bad debts includes the impact of bad debts recovered.

7108%




NSNS

Key Drivers

Merchants

Customers
11,536 853,625
8.991 10,585 627,843 738,129
= .7'752 . . - .529’326 . .
Q1FY18 Q2FY18 Q3FY18 Q4FY18 QIFY19 Q1FY18 Q2FY18 Q3FY18 Q4FY18 QIFY19
Transaction volume ($Sm) Receivables? ($m)
190.8 360.1
140.2 171.5 265.5 316.7
. 136.1 .
- . . . = = . .
Q1FY18 Q2FY18 Q3FY18 Q4FY18 QIFY19 Q1FY18 Q2FY18 Q3FY18 Q4FY18 QIFY19
Revenue3 (Sm) Bad debts*
13.2 15.0 .
1.2 : 2.28% 2.62% 2.61% 2.4%
9.1 1.98%
- IIIII' lIIII' lIIII' IIIIII
Q1FY18 Q2FY18 Q3FY18 Q4FY18 QIFY19

Q1FY18 Q2FY18 Q3FY18 Q4FY18 Q1FY19

Based on unaudited financials;
Receivables gross, before provisions.
Revenue including Portfolio and Other Income.

Bad debts defined as those accounts written-off at greater than 180 days’ delinquent. It is calculated as the aggregate prior 12 months as a percentage of gross receivables.
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Financial Dashboard

Cash Earnings Before Tax, Depreciation and Amortisation (Cash EBTDA) as a yield of average receivables.

Medium
1H17 2H17 1H18 2H18 1Q19 Term Target

Revenue Yield' 20.7% 17.1% 17.0% 17.7% 17.5%
Cash Cost of Sales’?2 (15.5)% (16.7)% (13.2)% (9.7)% (8.8)%
Cash Operating Costs'3 (16.8)% (14.0)% (12.4)% (9.6)% (8.4)%
Cash EBTDA"3 (11.6)% (13.6)% (8.6)% (1.6)% 0.3%

1. Allfigures expressed as a percentage of half year/quarter average receivables. All figures are on an annualised basis.
2. Cash Cost of Sales includes interest, bank fees, data costs, and bad debt write-offs.

3. Cash Operating Costs exclude funding program establishment costs, share based payments, depreciation and amortization.
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Winning Major Partners -

Zip continues to add significantly larger enterprise retailers to its platform.

Many large retailers offer multiple alternate payment methods at checkout, as they value

the right complimentary “mix” of options to drive conversion.

2018

The sales pipeline continues to expand with well known, exciting brands.

Super Retail
Group
Fantastic Excl Rebel
i Supercheap Auto

Tigerair

Furniture
, BCF

Rays

Virgin Australia

Harris Scarfe
Forever
.@\7 ; ‘l ew

Note: Size of bubbles indicate approximate size of business. Large red bubbles include +$1bn billion in annual sales. 12



We're Just Getting Started

We are currently processing annualised transaction volume of $1bn+, less than 0.1% of the market.

There is an estimated $1 trillion+ in

annual payment volume in Australia.

Zip is uniquely placed to penetrate
across all verticals given its diverse

model.

Increasing adoption of alternative Hec Reta ||

payment methods is driving $32083 $5OOB4

industry acceptance right across

Payments

the ecosystem.

The Australian Institute of Health and Welfare www.aihw.gov.au.

Tourism Research Australia www.tra.gov.au.

Australian Bureau of Statistics www.abs.gov.au/ausstats/abs@.nsf/mf/8501.0.

Reserve Bank of Australia www.rba.gov.au/statistics/tables/xls/cQ1hist.xls?v=2018-08-02-18-22-22 / www.rba.gov.au/statistics/tables/?v=2018-08-02-18-22-10#money-credit.

N N

13


http://www.aihw.gov.au/
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New Native App

Now live in the App and Play Stores as of August 2018.

Consumers can browse, o1 . o1

shop and manage their

account from one Welcome back, - Find stores
- Larry! ]
Convenlent place. A quick look at your account. f Search for anything. i.e. bikes,

Zip Pay

Captive platform for !
S890 % , Al

Available -

an d d | scoun ts . Payment scheduled for $40/month

promoting retailer offers

Relevancy

Scannable barcodes used Recommended for you

to transact instore. ’ >
tlgeralr

#tigerair

YOUR ZIP

Browse by Category

Zip Money summary

$3,000

Available

$3,000.00

Use Zip instore or online at over
10,000 merchants.

Find out where to use Zip

No payment required

$ Make an additional payment
@ View your statements

EE see your recent activity

Pay your bills with ZiE

Need help?

Pay now with your
instore code

& Zip Pay instore code

B Share or enter code

147498

A Scan (where available)

$203.25 available

- Q 1] o

INSTORE
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Native App Adoption b 4

Welcome back,

12 weeks. il Larry

Here's a quick look at your accoun

375k happy customers. | =
Top 10 in appstore. | _
4.9 % rating.

Payment scheduled for $40.00/m

Latest from Zip

| Fantastic Furniture ] Find Zip stores near you



New Store Directory

An easier way for consumers to find the stores and products they need and want.

AT U 5 S A

1 TIK L|

BUY TYRES ONLINED>

!
"N
——

@2Zdesion furnjure "

| HARRIS FARM |

MARKETS

ONLINE

# Online

2.4M

user sessions
per month
across our
websites
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Pocketbook FY18 Highlights

& 540,000 users, 30 institutions. S 500m+ transactions, totalling ~$200b.
£ Australian first open banking integration =) 3m+ bill notifications, users saved $30m+.
(Macquarie Bank).

aill & 9:41 AM $100% == aill 9:41 AM $100% =)

$6 5 O “ < Accounts
Your spending to date & $7’ 5 OO. 51

Sync accounts

3100% (-]

<
$2,458

spent in October

$2,718

2162 $2,458

$2,065 . $ .

Mar Apr May Jun

$10,970

$8,758 $9,891
11 days $9,217
left




Strong Credit Performance -

Credit Performance’

» Credit performance significantly better than industry

4.00%
benchmarks, and in line with management’s expectations.
3.50%
» Strong performance continuing throughout Q1 FY19. .
3.00% 2.70% 2.71% 2.71% , 440
- (]
m—— —
—

+ Enhancement of Zip's proprietary decision technology

+ Bad debt recoveries improving bottom line. 2.50% -
2.61% 2.57% 2.54%
2.40%
2.00%
1.87%

. : 150%
including: 170% 1.64% 1.63%

. . . 1.00%
* Sophisticated machine learning models Oct-17 Nov-17 Dec-17 Jan-18 Feb-18 Mar-18 Apr-18 May-18 Jun-18 Jul-18 Aug-18 Sep-18

« Additional data sources e==Bad debts  e====Arrears === Net bad debts

* Implementation of new risk rules and policies Repayment Rate2

We are now well placed to fine-tune approval and scorecard

S . . 16% 5 % 16% 16%
thresholds to enhance revenue maximisation while managing 14% UE % g % qay OF % 14%

o I I I I I I I I I

Oct-17 Nov-17 Dec-17 Jan-18 Feb-18 Mar-18 Apr-18 May-18 Jun-18 Jul-18 Aug-18 Sep-18

=

Arrears defined as those accounts greater than 60 days delinquent. Bad debts defined as those accounts greater that 180 days delinquent. All figures are on an annualised basis.
Repayment expressed as a percentage of receivables at the beginning of the month.

>



Funding Update

1.

Completed the refinancing of all receivables out of expensive legacy

funding program during the 1H FY18.
Existing trust structure provides flexibility at a reduced cost.
Total facility size now increased to S501m.

Working on a structure to meet the funding requirements of the

business over the next 3 to 5 years.

Ongoing funding cost expected to be maintained below 6% in the short

term, with further reduction expected in the medium term.

Zip maintains an equity position of $15.6m in its various trusts.

Facility Size (Class A and B)

2017-1Trust

2017-2 Trust

2015-1 Trust

Total Available

Facilities Utilised
Securitisation Warehouses
Working Capital

Total Utilised

Cost of Funds'

Cost of funds reflects weighted average interest rate on loans outstanding at the end of the financial year.

Sep 18
$M

460.0

41.0

501.0

334.0

334.0

5.1%

Jun18 Jun 17

SM

360.0

20.0

380.0

290.0

290.0

5.2%

SM

240.0

33.4
139.5

412.9

155.4
6.0
161.4

9.6%
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ASIC Update &

Zip welcomes the release of ASIC’s Buy Now Pay Later industry report and supports efforts from the regulator

to increase standards across the sector.

The Report reinforces that customers are embracing alternative payment products such as Zip Pay that deliver

better customer outcomes.
 The Report supports our business model.

» Since inception Zip has performed credit and identification checks on every application and has introduced our
bank verification step into the Zip Pay product. The Zip business model does not rely on late payment fees or

customers not being able to afford their repayments to drive revenue.

« Given the rapid growth of the sector, Zip supports ASIC's recommendation to grant Product Intervention Power

(“PIP") and believe further regulation will enhance consumer trust and confidence in the sector.

- Zipis well placed for any changes in the regulatory environment.

20



November Business Update &

FY19 is shaping to be another record year for Zip. November will be the first ever $100 million month.

« Record performance continues, underpinned by growth across all key metrics - revenue, transaction volume,

consumers and retail partners.

« On track to beat our goals of transaction volumes annualising at $1 billion run rate and a consumer base of 1 million.

« Our biggest promotional campaigns delivered record transaction volumes: Zip Frenzy, Black Friday, and Cyber Monday.

« Recent big wins include: Bunnings, EB Games, General Pants, Surfstitch, VideoPro, and Monash IVF.

« Very strong credit performance with Net Bad Debt write-offs standing at 2.4% at the end of Q1, and reducing again in

October, an outstanding result considering a rapidly growing receivables book.

« Zip app downloads across |I0S and Android platforms since inception total over 375k™:
— 10S platform: Ranking #6 in shopping category in Apple Store with customer rating 4.9

— Android platform: Ranking #3 in finance category in Google Play with customer rating 4.8"

1. Zip app customer downloads, ranking and customer rating are reviewed as at 27 Nov 2018.
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Qutlook for FY19

Key priorities for the Company in FY19:

° Targets

« Drive towards $1billion+ in annual transaction
volume.

* 1 million+ consumers with an active Zip account.

* Maintain rapid growth whilst remaining cashflow
positive.

Expand the Zip network

« Continue to win and rollout large retail partners in
our key verticals.

* Leverage channel relationships to expand Zip's
‘rails’ and drive acceptance.

a Increase consumer engagement

* Rollout native app and drive significant
monthly active usage.

 Complete the rollout of the new Zip brand and
increase awareness and market share.

a Favourable operating environment

« Capitalise on the positive landscape for
Fintechs and Alternative Payment providers.

« Comprehensive Credit Reporting, Open
Banking, Productivity Commission.
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Disclaimer and Important Notice &

The information contained in this presentation has been prepared by Zip Co Limited ACN 139 546 428 (Company).This presentation is not an offer, invitation, solicitation or other recommendation with respect to the subscription for,
purchase or sale of any securities in the Company. This presentation has been made available for information purposes only and does not constitute a prospectus, short form prospectus, profile statement or offer information statement.
This presentation is not subject to the disclosure requirements affecting disclosure documents under chapter 6D of the corporations act 2001 (cth). The information in this presentation may not be complete and may be changed,
modified or amended at any time by the company, and is not intended to, and does not, constitute representations and warranties of the Company.

The Company does not have a significant operating history on which to base an evaluation of its business and prospects. Therefore, the information contained in this presentation is inherently speculative. The information contained in
this presentation has been prepared in good faith, neither the Company or any of its directors, officers, agents, employees or advisors give any representation or warranty, express or implied, as to the fairness, accuracy, completeness or
correctness of the information, opinions and conclusions contained in this presentation. Accordingly, to the maximum extent permitted by law, none of the company, its directors, employees or agents, advisers, nor any other person
accepts any liability whether direct or indirect, express or limited, contractual, tortuous, statutory or otherwise, in respect of, the accuracy or completeness of the information or for any of the opinions contained in this presentation or for
any errors, omissions or misstatements or for any loss, howsoever arising, from the use of this presentation.

This presentation may contain statements that may be deemed “forward looking statements”. Forward risks, uncertainties and other factors, many of which are outside the control of the Company can cause actual results to differ
materially from such statements. Such risks and uncertainties include, but are not limited to: the acquisition and retention of customers, commercialisation, technology, third party service provider reliance, competition and development
timeframes and product distribution. Usability of Zip's products depend upon various factors outside the control of the Company including, but not limited to: device operating systems, mobile device design and operation and platform
provider standards, reliance on access to internet, limited operating history and acquisition and retention of customers, reliance on key personnel, maintenance of key business partner relationships, reliance on new products,
management of growth, brand establishment and maintenance. A number of the Company'’s products and possible future products contain or will contain open source software, and the company may license some of its software
through open source projects, which may pose particular risks to its proprietary software and products in a manner that could have a negative effect on its business. The Company’s intellectual property rights are valuable, and any
inability to protect them could reduce the value of its products and brand. The Company'’s products may contain programming errors, which could harm its brand and operating results. The company will rely on third party providers and
internet search engines (amongst other facilities) to direct customers to Zip's products. Other risks may be present such as competition, changes in technology, security breaches, insurance, additional requirements for capital, potential
acquisitions, platform disruption, ability to raise sufficient funds to meet the needs of the Company in the future, the Company’s limited operational history, reliance on key personal, as well as political and operational risks, and
governmental regulation and judicial outcomes.

The Company makes no undertaking to update or revise such statements, but has made every endeavour to ensure that they are fair and reasonable at the time of making the presentation. Investors are cautioned that any forward-
looking statements are not guarantees of future performance and that actual results or developments may differ materially from those projected in any forward-looking statements made.
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