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2020 Annual General Meeting – Chair’s address 
2020 is a year that none of us will ever forget.  The number of lives lost around the world 
as a result of the COVID-19 virus is incomprehensible, and the associated social and 
economic impacts from the pandemic are likely to be felt for many years to come.  Since 
this time last year, we have experienced devastation from severe bushfires in both 
Australia and the US, and we all observed the tragic events in the US, that raised our 
much needed awareness of issues relating to racial injustice, and other under served 
communities around the world. 

The impacts of these events were felt by our employees in many different ways.  Our focus 
at Afterpay remained firmly on the health and wellbeing of our people.  We sought to 
provide all the support we could, to help our people navigate through this period of 
significant uncertainty. 

I am continually amazed by the resilience and passion of the Afterpay team, who despite 
having endured significant upheaval, have managed to achieve major outcomes for our 
business.  On behalf of all of our stakeholders, I would like to thank every single person in 
our team, for their unwavering commitment to Afterpay, and for delivering outstanding 
results for the business. 

We were fortunate to have withstood the impacts of COVID-19 and did not have to reduce 
our workforce or access government funded job keeper assistance. Having said that, in 
the initial stages of the pandemic, when there was a high level of uncertainty, the Board 
decided to forego 20% of their Board fees for three months from May 2020 and the co-
founders elected to take a 20% reduction in the base salary over the same period. 

Doing the right thing by our customers and retailers during these unprecedented times 
was also critical.  We identified a number of ways in which we could leverage our business 
model and relationships, to drive value for these important stakeholders.  We promoted 
our hardship program to our consumers, to ensure they were aware of the assistance 
available to them, if they found themselves in financial difficulty. 

Our immediate response to COVID-19 in March, included a tightening of the risk settings 
in our operating model, to minimise the impact of a potential increase in losses. While this 
was a prudent and appropriate response initially, the dynamic nature of our model 
allowed us to readjust our risk setting quickly, once we saw positive repayment behaviour 
from our customers.  Our differentiated business model, and the combination of a global 
shift towards online spending, and further shift away from traditional credit, meant that 
this period would serve as a tailwind for our business. 

Our results for the 2020 financial year were strong.  Underlying sales and active customers 
more than doubled compared to the prior corresponding year, while active merchants 
increased by over 70%.  Our net transaction margin increased 110% and represented 2.3% 
of our underlying sales.  EBITDA, excluding significant items, was $44 million, up 73% on 
the prior year.  And all of this was achieved against a backdrop of historically low loss 
rates, and a very robust balance sheet. Over this period, we continued to expand in the US 
and the UK, prepared to launch in Canada, and acquired businesses that will see us 
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expand into Europe and Asia.  Our co-founders Anthony and Nick will provide more 
details on this in their address. 

Regulation was, and continues to be, a core focus for the business, as the buy now pay 
later sector increases in relevance, and becomes further fragmented from a product 
perspective.  We continue to engage with regulators and policy makers in all of our 
regions, to ensure they understand our differentiated service, and the customer 
protections inherent in our model.  While we are at varying stages of engagement in each 
country, we make it clear that we support regulation that is fit for purpose, and delivers 
positive outcomes for consumers. 

In the US, we have engaged with State regulators to understand their views and have 
aligned our licensing arrangements to meet their individual requirements.  In the UK, we 
continue to highlight our commitment to consumer protection and responsible 
spending. 

In Australia, we have cooperated with the various government and regulatory reviews into 
the buy now pay later sector, and have been a key proponent of the development of an 
industry wide BNPL code of practice. 

Yesterday, ASIC released a report following its review of the BNPL industry. The report 
called out the significant role for industry self-regulation in ensuring good consumer 
outcomes and promoting consumer confidence, as well as the important role ASIC's new 
product intervention powers, and design and distribution obligations, will play. The report 
clearly highlights that Buy now pay later is a term used to describe a range of providers 
with fundamentally different business models. 

While Afterpay is clearly the largest of the companies profiled, representing 73% of the 
total value of BNPL transactions, it only represents 27% of BNPL related consumer 
debt.   Part of the reason for this is that, compared to other BNPL providers, Afterpay has 
the lowest average transaction value at $147, one of the lowest spending limits and the 
shortest duration payment terms. 

The other reason is that Afterpay has in built consumer protections that sees customers 
suspended from Afterpay, if they miss a single instalment payment and late fees that are 
low and capped. Having a business model that does not rely on customers to drive 
revenue means we don’t need our customers to revolve in debt to make money. 

Importantly, ASIC’s report raised the potential for financial stress among users of different 
financial products categorised as BNPL. We urge ASIC to continue their focus on this and 
extend it to all forms of payments.  

To understand our customers, including the potential for financial stress, Afterpay 
conducted its own research of over 144,000 Afterpay customers, and found that there is 
no causal link between spending on Afterpay and changes in spending on essentials. We 
do know however, that customer circumstances may change from time to time, and to 
address this, Afterpay offers a generous and accessible hardship program, where flexible 
payment timelines with no additional fees or cost can be agreed. It’s important to note 
that Afterpay has never enforced a debt nor does it sell debts to collection agencies. 
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We remain committed to our customers and to working with ASIC, the Government, 
industry, consumer groups and all stakeholders to promote consumer protection 
outcomes. 

During the year, the independent audit required by AUSTRAC, in respect of Afterpay’s 
compliance with anti-money laundering and counter terrorism financing, was completed 
during the year. Last month the regulator advised that it would not take any further 
regulatory action against the company. The external audit provided us with the 
opportunity to better understand our obligations, and assisted the ongoing 
strengthening of our AML/CTF compliance. We will use these learnings, and our ongoing 
engagement with AUSTRAC, to continue enhancing our AML/CTF framework as required, 
as the business continues to grow. 

With the scaling of our business globally over the past five years, we have experienced 
rapid growth across all of our core business drivers. We have attracted a global and 
diversified shareholder base, and we have seen our market value increase significantly.  As 
part of this rapid evolution, we have invested heavily in strengthening the foundations of 
our business, and building a world class leadership team to manage the business for the 
long term.  

As I mentioned earlier, as part of our Board renewal process, it gives me great pleasure to 
say we appointed three new and highly skilled Board members that are here with us 
today, albeit virtually.  You will hear from each of them soon.  Cliff Rosenberg resigned 
from the Board in May this year.  Cliff had been with Afterpay right from the start, and was 
an important member of the Board.  I would like to thank Cliff for his significant 
contribution and wish him all the best.  

Our renewed, majority independent Board, is joined by two of the most amazing 
executive directors I have had the pleasure of working with, our two co-founders Anthony 
Eisen and Nick Molnar.  What Anthony and Nick have achieved, in such a short period of 
time, is unheard of, and is the result of a lot of hard work, extreme perseverance and an 
unwavering commitment to Afterpay’s purpose.  

Their demonstrably strong partnership and complementary skills and experience has 
been key to the company’s success.  They have both held various roles within the business 
over the past five years, to ensure there has been the right amount of focus in the right 
areas, at the right time.  As the business continues to expand globally, the focus on our 
international operations has never been greater.  The Board and the co-founders believe 
that it is important to have an appropriate level of oversight, executive prominence and 
presence, both internationally and domestically. 

To achieve this, Anthony and Nick will become Co-CEOs of Afterpay.  They will continue to 
share responsibility for executing on the strategy, and their performance will be 
measured on the same key objectives.  Nick will return to the US as soon as is practicable, 
and Anthony will continue to be based in Australia. As a Board we believe this positions us 
strongly for the future and reflects our ongoing evolution globally. 

Supporting our co-founders is a team of highly capable individuals, with diverse world 
class experiences.  A number of new appointments were made during the year from 
many different sectors, including fintech, retail, banking and ASX listed 
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companies.  Importantly, as a result of these appointments, we delivered on our 
commitment to enhance our gender diversity at a leadership level. 

Diversity and Inclusion is a core focus for the business, and a number of important 
initiatives have been implemented this year.  As a business whose success is dependent 
on diversity of thinking, and an inclusive culture, it is critical that we have the right 
mindset in place across the business.  We introduced a new diversity and inclusion policy, 
and have established a committee of employees to help guide our efforts.  We have also 
appointed a Head of Diversity and Inclusion to ensure we maintain our focus.  

We completed our first year under a new remuneration framework, which was outlined in 
our remuneration report last year.  The framework has been applied globally, and 
continues to align with our remuneration principles.  Our remuneration framework is 
leveraged to equity, as opposed to cash. In this way, we create greater alignment 
between Executives and Shareholders, by rewarding people for performance over the 
long term, as opposed to the short term.   The variable elements of the new framework 
include a short term incentive paid in cash, and a performance tested long term incentive 
plan, awarded in market priced options. 

Our remuneration report for the 2020 financial year outlines the outcomes of the 
balanced scorecard, used to determine the 2020 financial year short term incentive.  The 
business achieved 86% of the total available vesting against the targets set, which 
included both financial and non financial metrics, and a board discretion modifier for 
doing the right thing.  As many of you will recall, Executive KMP volunteered for their STI 
to be withheld until the outcomes of the final report of the external AUSTRAC audit were 
known.  The Board has determined that the FY19 STI be paid in full as all metrics were 
met. 

The performance tested long term incentive plan, continues to be a key component of 
the Afterpay’s remuneration framework.  If the performance measures are achieved, the 
LTI is awarded in market priced options, so that they only deliver value to Executives if the 
share price increases.  The FY20 and FY21 LTI performance measures of GMV or 
underlying sales and NTM were chosen by the Board as they are the key drivers of the 
Group’s growth strategy, and are the key metrics used by the market to assess the 
Group’s performance in this phase of the company’s evolution.  In the case of the two co-
founders, their remuneration is heavily weighted to LTIs, and the exercise price is set at a 
20 per cent premium. Their packages exclude any RSUs and STI, and their cash 
remuneration is well below market. 
It is important that shareholders consider this when asked to vote on resolutions Items 7 
and 8, which pertain to the award of their long term incentives. 

There is an additional resolution, Item 6, that shareholders are being asked to consider, 
which relates to equity awards to California based participants of the plan.  Importantly, 
the legacy US employee share offer plan is now closed, and new incentive awards are 
provided by way of Afterpay’s parent entity, equity incentive plan.  In order to make these 
new awards, there are certain Californian securities law requirements which must be 
met.  A vote in favour of this resolution, will facilitate the participation of California based 
employees in the plan. 
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In July this year, the company undertook an institutional placement successfully raising 
$650 million by issuing 9.8 million shares, priced at $66 per share.  This was 
complemented by a Share Purchase Plan that raised approximately $136 million. 

At the same time as the institutional placement, the two co-founders sold just over two 
million shares each, at the same price as the institutional placement.  Final pricing and 
allocation decisions were made by a sub-committee of independent Afterpay Directors. I 
can confirm that following the co-founders sale, of a relatively small percentage of their 
overall holdings, they continue to be the largest individual shareholders of Afterpay, and 
they have reiterated their long term commitment to the business.   

The funds from the capital raise will be used to accelerate our investment in existing 
regions and expedite our expansion into new markets.  It also delivers greater flexibility 
and capacity to execute on potential non organic growth opportunities.  Pleasingly, our 
capital position, post the capital raise, provided us with the capacity to fund over $30 
billion in underlying sales above the current run rate. Today’s item 4 resolution seeks 
shareholder ratification of the issue of shares relating to the July placement. 

We are also seeking approval in Item 5, to issue the convertible note that relates to the 
Pagantis acquisition announced on 24 August 2020.  This acquisition, once completed, 
will allow us to expedite our expansion into countries such as Spain, France, Italy and 
Portugal, and provides the opportunity to extend our service into other European Union 
countries.  The reason we are seeking approval, is to ensure we maintain capacity to issue 
up to 15% of our issued capital, which we believe is a prudent approach for any business. 

In my address, I have sought to answer some of the questions we have received from 
shareholders that relate specifically to resolutions of the meeting.  Anthony and Nick will 
also address some of the questions, relating to the operations and ongoing performance 
of the business. But before I ask them to address the meeting, I will respond to several 
other, more frequently asked questions sent to us. 

The first relates to provision of legacy option grants to many employees in the past, 
resulting in a large number of significant windfall gains.  And whether we believe this is 
appropriate? 

Afterpay’s legacy equity plan resulted in a number of one off grants of equity (in the form 
of options, loans shares or rights), at the time the employee commenced employment 
with the Group. These awards were subject to continued employment and in some cases, 
the achievement of specifics KPIs. 

These arrangements were essential, at the time they were put in place, to attract and 
compete for top-tier talent in the global technology sector. It was only a few years ago 
that Afterpay was a small company with limited financial resources, and we purposely 
used equity to provide a strong retention mechanism for key talent during its start-up 
phase. Grants made under the plan were not seen to be excessive at the time, and no one 
could have foreshadowed the rapid growth of the business and its share price. Attracting 
and retaining this talent was key in achieving our success to date, and importantly, the 
equity outcomes are exactly the same as those experienced by our shareholders over the 
same period. As I mentioned earlier, we developed a new remuneration framework, that 

F
or

 p
er

so
na

l u
se

 o
nl

y



Afterpay Limited     |      ACN 618 280 649     |     ASX:APT 
Level 5, 406 Collins Street, Melbourne VIC 3000, Australia   |   +61 300 100 729 

reflects the maturity and scale of our business, and moves away from these types of 
legacy arrangements. 

Another question commonly asked relates to our efforts around corporate social 
responsibility and our overall sustainability strategy? 

As part of our Do the Right Thing strategic pillar and core values, we focus on a number of 
different areas, where we feel we can make a difference to our people, our communities 
and the environment.  Our whole business model is based on trust.  Our social licence to 
operate is linked to this mutual trust relationship, and our objective to look for a win-win 
outcome in everything we do. The long term sustainability of our business is reliant on 
us living up to our responsibilities as a good corporate citizen.  

During the year, we have undertaken a number of initiatives that build on our 
commitments.  This included the introduction of Afterpay Access, which is a one-stop-
shop for small businesses, offering tools and expert advice on how to grow during this 
challenging period and beyond.  We also showcased and connected small businesses 
with millions of Afterpay customers through our Afterpay Connect and Support Small 
program.  We now overtly support sustainable fashion, by partnering with Good on You, 
the world’s leading source for sustainable fashion brand ratings, and we have progressed 
towards carbon neutrality, by purchasing the necessary carbon credits to offset our 
emissions.  

We also partnered with five charity partners in each of our regions, and launched the 
“Add $1 / £1’ at the checkout”, providing our customers the option to donate directly to the 
charities we have partnered with on the Afterpay platform. 

When I reflect on all that has occurred since our AGM last year, it is fair to say that it was 
another very busy and very active 12 months for Afterpay, in one of the most challenging 
periods we, as a society, have ever experienced. 

I would like to offer my sincere thanks to our shareholders globally, for their ongoing 
belief and support for our business.  My thanks to our world class and hard working Board 
for their continued guidance and commitment, and to our co-founders for maintaining 
their focus on realising our vision, and for flawlessly executing on our strategy.  To the 
executive leadership team, congratulations on another successful year, and thank you for 
your hard work and continued leadership of our fabulous team. 

And to our people, thank you for making Afterpay everything that it is today, your passion, 
resilience and your tireless efforts are what makes our business so successful.  I look 
forward to continuing working with each of you, as we strive to create fairness and 
financial freedom for all. 
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2020 Annual General Meeting – Co-CEOs’ presentation 
Anthony Eisen 

Good morning everyone, I'm pleased to be here addressing you today albeit in a different 
forum than previous years, as we continue to operate within the safety and health 
guidelines in Melbourne.   

I will begin today’s presentation and I will then hand over to Nick Molnar who will join us 
from Sydney. 

As Elana mentioned, 2020 brought with it many challenges across the globe that 
impacted businesses, people and ways of working. 

While we are still witnessing the ever-changing COVID environment, our focus has been, 
and remains, taking care of our people above all else. 

Our team's safety, health and wellbeing is our top priority across all regions and in many 
ways has brought our teams closer together through their support of each other. Just last 
month our teams across all geographies ran different activities and sessions to highlight 
the importance of mental wellbeing during Mental Health Awareness Month. 

I know I speak on behalf of the leadership team to say that we continue to be incredibly 
inspired by our team’s resilience during these uncertain times and the outstanding work 
they have delivered.    

We have also been extremely proud of how our teams have stood - virtually - shoulder to 
shoulder to ensure we continue to keep our customers and merchant partners at the 
centre of everything we do. This has been fundamental to continuing to build trust and 
loyalty during these challenging times. 

Our Q1 FY21 Performance 

As we shared only a few weeks ago, we have had a solid start to FY21. 

Our active customers continued to grow in the first quarter reaching 11.2 million active 
customers1 by the end of September. We also continued to increase the number of 
merchant partners on the platform to over 63 thousand. Q1 FY21 Underlying Sales grew by 
115% to $4.1b, up from $1.9b Q1 FY20 as a result of strong growth across all regions. 

The benefits of our retail platform continued to drive value with an average of over 19m 
lead referrals generated per month to retailers in Q1 FY21. 

If we look at each region's performance during the first quarter, ANZ grew strongly year 
on year, up 63% on Q1 FY20, underlying sales momentum continued to accelerate both 
online and in-store. Underlying sales in the US increased by 229% compared to Q1 FY20, 
and Underlying sales in the UK in Q1 FY21 grew by 346% when compared to Q1 FY20. 

1 Defined as having transacted at least once in the last 12 months.  
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October was another record month for underlying sales globally and we are performing 
ahead of this in November. 

Instore sales in ANZ continue to increase as a percentage of total sales reaching 23% in 
recent weeks. Notwithstanding the growth in in-store and the relaxation of lock-down 
conditions across ANZ we see online sales growth continue to track strongly.  

While retailer and consumer demand for our offering internationally continues to be 
strong.  

The growth of new customers is accelerating since the end of Q1 in both the US and UK as 
the pipeline of new merchants go live on our platform.  

We have had a number of key international new merchants join our platform in the past 
week alone including, Bed Bath & Beyond, Buy Buy Baby, Glossier, SAXX and Arcadia 
(which includes the major Top Shop brand). Nick will speak more on our new regions in a 
few minutes.  

On our key financial and performance metrics, there is no change to the comments we 
made around gross losses, net transaction losses and Net transaction Margins in our Q1 
business update and we are pleased with how the business is tracking in the first 6 weeks 
of Q2 FY20.  

Our evolution 

What we saw through COVID was the acceleration of consumers moving away from 
traditional credit to debit, and a shift to online shopping. Our purposefully differentiated 
model benefited from this shift, and the trust we have built with our customers and 
merchant partners enabled us to continue to grow and expand during this time.  

As a leadership team, we also took the time to reflect on where we were heading and how 
we stay true to who we are.  We evolved our vision, mission, strategy and values to ensure 
they truly reflect Afterpay, our customers, merchant partners and stakeholders. 

With a focus on Millennials and Gen Z, we have redefined our vision that aspires to create 
fairness and financial freedom for all. And, our mission is to power an economy in which 
everyone wins, which means working to deliver a “win/win” for all of our stakeholders. 

Our strategic focus remains the same but we have evolved our priorities to further drive 
our long-term growth and ensure we meet the changing needs of our customers. 
Our renewed values are reflective of the mindset and behaviours we expect from our 
employees as we execute our strategy. 

I am extremely proud of our team and what we have delivered so far. 

• We launched our evolved Brand, which included a new visual identity, vision and
mission. Our brand provides a platform that allows us to clearly articulate who we
are and what we do on a global scale.

• Continued to increase our merchant partners, customers and expanded globally.
This enabled us to Grow and be available where our customers want us to be
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• We listened to our customers and merchants and continued to Innovate to meet
their needs. I will share more on recent innovative initiatives we have launched
with a responsible spending focus

• We have been able to Perform successfully each year by focusing on all aspects of
our business and on the right long term investments.

• Everything we have done and continue to do is underpinned by Doing the Right
Thing for our teams, customers and everyone within our community. This is
something we think about and action every day.

Our commitment to do the right thing is something our team continues to be incredibly 
passionate about. The challenges we faced in 2020 only amplified the passion and 
determination of both our team and our customers to support those in need. 

Over the past 12 months we have partnered with Red Cross to support the Australian 
Bushfire Appeal, developed ‘support local’ campaigns, launched social campaigns in 
support of Black-owned businesses and partnered with charities in each of our regions to 
support those who have been impacted by COVID. 

Commitment to responsible spending 

We take our role in making a positive contribution to society extremely seriously. We are 
committed to leading and educating consumers on financial wellbeing and seek to 
provide the platform and services to help drive these behaviours. 

Our recent announcement regarding our plans to offer savings and budgeting tools, in 
partnership with Westpac’s banking-as-a-service digital platform, will enable us to 
provide customers with an alternative to traditional banking and credit products. 

We spent a lot of time talking with our customers about what matters to them when it 
comes to being empowered with their money - we heard words like; control, choice and 
flexibility. For our customers it’s about being in control of their money but with the 
flexibility and choice in how to manage it. 

By broadening our ecosystem to include new money management tools and products, 
we are able to deliver innovative solutions that meet the needs of a powerful next 
generation of customers.  

These solutions will also help our customers make better-informed financial decisions and 
have greater control over their finances. 

We have now introduced our new Pulse Rewards program in Australia and the US.  This 
program highlights yet another way we are building on our core principles by 
encouraging financial wellness. 

We know that Millennials and Gen Z are making conscious decisions to be more 
responsible with their finances by using debit rather than credit. We also know that 
customer loyalty is not purely a program, it’s a feeling delivered through experience. Our 
customers want to feel empowered in how they choose to spend their money and we are 
rewarding their positive behaviours. 
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This is why we built Pulse Rewards, which rewards paying on time rather than the 
traditional concept of “the more you spend, the more you earn.”  There are very few 
customer loyalty programs like this. 

We have launched in ANZ and US and will also look to launch in the UK and will continue 
to reward our customers based on our core principles.    

As we continue to innovate through our platform and services - like Pulse and our money 
management tools - our core principles and differentiated business model will remain the 
same. 

We believe trust-based relationships result in positive customer behaviours. We trust our 
customers and reward them for spending responsibly, and will empower people to use 
their money on things they want by being financially in control. 

Afterpay’s incentives are aligned with consumers – an on time payer is more profitable for 
the business. Unlike traditional credit - who need consumers to lose for them to win and 
survive by charging interest - Afterpay doesn’t charge fees or have hidden costs and we 
pause customer accounts if a single payment is missed. 

We will always remain committed to rewarding and empowering our customers through 
trust and good repayment behaviours.  

FY21 investments 

Before I hand over to Nick I would like to make some concluding comments. 

Delivering on our strategy and priorities will be absolutely key to our success in FY21 and 
beyond. 

In FY21 we will further accelerate our investment to: 
• Enhance our platform and continue to grow our people resources
• Pursue co-marketing opportunities and invest with our retail partners
• Consolidate our market-leading position in existing markets
• Expedite our expansion into new markets and leverage an early mover advantage

I am truly excited by what lies ahead. 

I would like to thank the Afterpay team, who do an incredible job day in, day out. 

The passion, drive, dedication and support our team has displayed has been nothing short 
of inspiring to watch. 

I will now hand over to Nick, who will provide an update on our customers and merchant 
partners. F
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Nicholas Molnar 

I am thrilled to be able to address you all today and continue sharing the incredible work 
our team has done in what we know has been an extremely challenging year. We know 
this difficult year has been felt by so many around the world - including many of our 
customers and merchant partners. 

I was so proud to see how our teams focused our customers and merchants. Whether it 
was ensuring our customers were aware of how we could help if they needed, or 
supporting our small business through different resource tools or expert advice during 
this challenging year. 

I also want to echo Anthony’s comments about our people. We feel very fortunate to have 
the team we do, and continue to be amazed by them. 

Global expansion 

I would like to start by reflecting on our global expansion efforts over the past few 
months. 

A key focus for our growth strategy is to be where our customers and merchants want us 
to be. And, we know this from what they tell us. 

Launching into Canada in August was a really exciting moment for the team.  We have 
had a solid start with a number of large merchants now live, integrating or signed. 

The acquisition of Pagantis in Europe, which remains subject to approval from the Bank 
of Spain, is a key step in our efforts to be a truly global business.  Pagantis provides us with 
the opportunity to launch into Spain, France and Italy immediately and creates a 
glidepath to other countries in the European Union.  Our teams are busy developing 
integration plans to ensure we are ready to launch as soon as the acquisition is 
completed. We are excited about working with the talented Pagantis team and learning 
from their wealth of knowledge. 

The discovery of our expansion plans into Asia are also progressing with a base now 
established in Singapore.  This will enable us to drive the development of a strategy for 
the South East Asia market. 

Our Cross Border Trade also builds on our global expansion by enabling our merchants to 
offer their products to customers across the world.  Specifically, all Afterpay merchants 
can now open their ecommerce sites to Australian, British, Canadian and New Zealand 
shoppers. Next year, global merchants will also be able to sell to US consumers. 

As with all of our global expansion opportunities, we will continue to use our successful 
ANZ operations as a blueprint for execution. 

What has been most compelling in ANZ to date is the development and evolution of our 
flywheel. The benefits of our model and the compounding impact on our performance is 
extremely obvious in our most mature market.  And importantly we are seeing similar 
outcomes in our newer international markets.    
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Our flywheel highlights the important symbiotic relationship between our retailers and 
customers. As more retailers join our platform, the flywheel drives new customer 
acquisition and greater network acceptance. 

Acceptance amplifies usage, which drives frequency and stickiness between our 
customers’ favourite brands, and their favourite way to pay. When the compounding 
impact of frequency and active customers reaches a tipping point, we see an acceleration 
of our network effect. The value of this network effect positively impacts customers, 
retailers and Afterpay, ultimately demonstrating how we power an economy in which 
everyone wins. 

Our market experience in ANZ has established an important blueprint for growth in other 
regions. We find that the longer our customers are on the platform the frequency of 
transactions increases - in FY20 the earliest customer cohorts in ANZ were transacting ~25 
times per year. We also find that as we increase the number of merchant verticals, 
customers will spend across more verticals - over a 12 month period the top 10% of 
customers2 in ANZ, on average, transacted across 26 different merchants; within 11 
different verticals. 

Through our blueprint we have demonstrated that high acceptance + high frequency = 
lower losses + higher profitability.   

We have seen similar trends at the same stage of the merchant and customer lifecycle 
with our international markets.  

Understanding our customers3 

To truly optimise our opportunity for global growth, underpinned by this network effect, 
understanding our core customer base is more important than ever before. 

As Anthony mentioned earlier, the shift to online and the shift away from traditional 
financial products like credit cards shows there is a longer term step change that is taking 
place, driven in large part by Afterpay’s core customer base, and retail’s next generation of 
consumers - Millennials and Gen Z.  

These shifts in trends, that started after the Global financial crisis, are exactly why we 
founded Afterpay. We wanted to empower younger generations to use their own money 
and feel in control of their finances - not just today but over their life stages.   

We know that Millennials and Gen Z will reach their peak earning potential over the next 
10 years, driving a significant increase in the percentage of total global retail spend 
coming from these two generations.  
In recent weeks we’ve been working on a global economic series about consumer 
spending, with a focus on these younger generations - it’s called the Next Gen Index.  

2  Top 10% of customers measured by value of underlying sales contribution over rolling 12 month period to 30 
September 2020
3 Source: All data can be found in our Next Gen Index Reports on our website Newsroom    
www.afterpay.com/en-AU/media 
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The insights - based on internal and external data - recognise the growing power of 
Millennials and Gen Z in the economy, and how their behaviours and preferences are 
shaping the future of commerce. They also shine a light on the role of BNPL in the 
changing landscape. 

While there are more in-depth reports available for Australia, the US and the UK on our 
website, I’d like to touch on some key insights around our core customer base, from this 
Next Gen series.  

Currently, Gen Z and Millennials represent 36% of the total retail spend in Australia. By 
2030, that will grow to 48% as more of Gen Z enter the workforce. In the US that share of 
retail spend will increase from 32% to 48%, and in the UK it will grow from 25% to 39%.  
Spending by these younger generations has also recovered faster than older generations 
since the start of COVID.  

Spending by Millennials here in Australia is now 2% above pre-COVID levels. In the US, 
spending by Gen Z and Millennials is back to only 5% below pre-COVID levels, and in the 
UK, Millennial spending is back at the same level it was pre-COVID while Gen Z is 7% 
above pre-COVID levels. Spending by older generations is significantly lower in each 
market, all still well under pre-COVID levels. 

This spending by younger generations is playing an important role in the current 
economic climate, helping to stimulate the economy and support retailers - that should 
not go unrecognised.  

What is also clear is that this spending is increasingly occurring through BNPL. 

BNPL is trending up across all generations in Australia, rising by 60% for the year while 
credit spend has decreased by 10%. But it is these younger generations that are leading 
the charge - while Gen X spend is up 47% since January, Millennial BNPL spend has 
grown by 48% - from a much higher base - and Gen Z is up by 80%. In the US, Millennial 
BNPL spend is up 86%, and Gen Z is up 201%. In the UK, Millennial use is up 128% since 
January, and Gen Z BNPL use is up 213%.  

Gen Z and Millennials are becoming a powerful force in the economy. But spending 
behaviours aside, from a population point of view, Millennials and younger generations 
will soon outnumber older generations across our markets. In Australia, by FY24. In the 
UK, this year. And in the US, they already do. 

Looking at our own data, we know that our interactions with Millennials and Gen Z are 
expanding.  

Millennials account for the majority of spending on Afterpay in Australia, the US and the 
UK. That said, in Australia, spending by Gen Z on our platform has increased by 126% year 
on year. In the US, 209%. And in the UK, it has grown 228% since January. 

We also know what they’re spending on. In Australia, the home and recreation category 
has seen the most growth, with furniture, auto accessories, outdoors and home comfort 
purchases popular among Gen Z and Millennials.  
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When it comes to where these younger generations like to spend, we know they support 
small. Two thirds of small business in Australia and the US comes from Millennials and 
Gen Z. In the UK, that number is even higher. This spend is up on pre-COVID levels across 
all markets. 

As a company that was founded to meet the changing needs of young people post the 
GFC, we are committed to deeply understanding these important generations - how they 
want to spend, where they want to spend, and why they want to spend - so that we can 
continue to meet their needs in a way that aligns  with their core values.   

Re-election 

I would now like to take this opportunity to speak to my re-election as a Director on the 
Afterpay Board.  

The journey so far with Afterpay has been amazing. 

Looking back at what we have achieved is just incredible. We have had many pinch-
yourself moments. And, it’s not just Anthony and myself, it’s our 650 plus global team 
members who have worked so hard and passionately.  

I am as driven - if not more so - as I was when we launched 6 years ago. We have built a 
brand that our customers and merchants trust and love, and we have so much more to 
do as we continue to grow.  

I am honoured to be part of the Afterpay Board and look forward to continuing driving 
value to you - our shareholders.   

On a final note, I have been reflecting a lot over the past few days, in the lead up to this 
AGM.  

We often refer to our team as the Afterpay family and this year cemented how true this is. 
The respect, trust and admiration I have for our team is beyond words.  

Our strong results in FY20 and solid start to FY21 is a testament to this team - our Afterpay 
family.  On behalf of the global leadership team and the Board - thank you.  

We’re heading into FY21 with great enthusiasm and a clear strategy.  

To our customers and merchant partners, on behalf of the Afterpay team, thank you for 
your continued support and trust. 

To our shareholders - those who have been with us from the beginning and those who 
have recently joined - thank you for supporting our journey and providing us with an 
opportunity to move towards our vision.  F
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