Flash Note

Linius Technologies
Commercial roll-out is accelerating
We recently spoke with Linius’ Chris Richardson about the company’s
recent deal with MediaAMP. Additionally, following a period of successful
beta testing of LNU’s online solution, the platform is now live in a
commercial Software-as-a-Service (SaaS) model.

Watch the full interview with Chris Richardson below

Linius Technologies Ltd. (LNU)
provides a patented enterprise
grade software technology that
virtualizes video files and
exposes the data within video
content. This enables the
manipulation
and
smart
insertion of AI and tagging,
which in turn enables hypergranular video search for any
object across multiple video
sources. LNU is currently
focusing on delivering its Search
solution to the News, Sports,
Education
and
Corporate
Communications industries.

Rolling out video Search through MediaAMP
MediaAMP sells a digital media platform, which customers can use to
catalogue, archive and share digital media, such as video. MediaAMP will
be integrating LNU’s Video Virtualization Engine™ (VVE) into this platform,
thereby adding cognitive video search to its product offering. MediaAMP
users will be able to do much more than just search videos via titles and
basic tags. University staff, students and researchers will be able to
programmatically search for any video objects, across multiple videos and
video sources, in order to compile a customized video of desired results
on-the-fly.
MediaAMP has a strong position in the US education sector, which
comprises ~4,700 universities and colleges. Therefore, a key application
area for LNU’s technology will likely be search within the vast video libraries
of these universities and colleges, for instance to compile specific clips
from recorded lectures. LNU will be generating revenues from this
partnership in a typical reseller setup, i.e. MediaAMP resells LNU’s
technology to its customers and prospects at a markup.
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Figure 1: Linius Video Services screen shot

Source: Linius, TMT Analytics

Companies and software developers pay for use of the service in a typical SaaS model. That is,
each LVS account pays for use of the software, not for ownership of the software. Each LVS
account will be charged monthly via credit card in USD, based on the number of videos
virtualized, and API calls made for video assembly and search. While the fee for use may be
relatively small, i.e. fractions of cents, cents or a few dollars (Figure 2), the financial upside for
LNU can be found in the number of times its technology will be used and its extreme scalability.

As an example, a news agency might integrate LVS into its workflow and pay LNU five
cents for each video it virtualizes and five cents each time someone in the organization
searches the company’s video database. In this instance, we can see a scenario in which
even a relatively small library of 500,000 video assets, with 20 editors each searching
the video database 50 times per day, can generate revenues for LNU of up to US$ 50k
per year.
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Figure 2: LVS pricing schedule
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Twilio pioneered the growth-through-developer business model
While LNU’s revenues from the news agency in the example above are fairly modest, the key
driver of LNU’s revenues under the LVS SaaS model is the number of developers and
companies taking-up LVS and integrating the technology into their workflows.
US-based Twilio (NYSE:TWLO) was founded in 2008 and allows software developers to
programmatically make and receive phone calls, send and receive text messages and perform
other communication functions using its web service APIs. The company pioneered this growththrough-developers model, which eliminates the need for an expensive internal sales
organisation.
In May 2016, Twilio reached the milestone of one million developers who use the company’s
technology in their own organizations. In our view, this makes Twilio one of the most successful
companies to use this business model and provides a blueprint for LNU to follow.

Commercial roll-out is accelerating: Buy rating reiterated
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We believe LNU’s commercialization has only just begun and is showing very promising results,
especially regarding its video search solution. We expect the company will be able to continue
the acceleration of this commercial roll-out going forward with a growing number of channel
partnerships and direct sales wins.
LNU’s deal with Newstag, which was announced on 13 July 2018, is a good example of a
channel partnership that we expect will help LNU substantially expand its reach into one of its
target markets for Search, i.e. news. Through its exposure to leading news producers such as
AP, AFP, CNN and Bloomberg, Newstag gives LNU the desired reach into this vertical without
LNU having to deploy substantial resources to capture this vertical.
We believe this sort of scalability is one of LNU’s key attractions for investors. We reiterate our
Buy recommendation. Using a DCF model we calculated a fair value of A$ 0.23 per share.
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No guarantees or warranties regarding accuracy, completeness or fitness for purpose are provided by TMT
Analytics, and under no circumstances will any of TMT Analytics, its officers, representatives, associates or
agents be liable for any loss or damage, whether direct, incidental or consequential, caused by reliance on or
use of the Content.
GENERAL ADVICE WARNING
The Content has been prepared for general information purposes only and is not (and cannot be construed or
relied upon as) personal advice nor as an offer to buy/sell/subscribe to any of the financial products mentioned
herein. No investment objectives, financial circumstances or needs of any individual have been taken into
consideration in the preparation of the Content.
Financial products are complex, entail risk of loss, may rise and fall, and are impacted by a range of market and
economic factors, and you should always obtain professional advice to ensure trading or investing in such
products is suitable for your circumstances, and ensure you obtain, read and understand any applicable offer
document.
DISCLOSURES
TMT Analytics has been commissioned to prepare the Content. From time to time, TMT Analytics’
representatives or associates may hold interests, transact or hold directorships in, or perform paid services for,
companies mentioned herein. TMT Analytics and its associates, officers, directors and employees, may, from
time to time hold securities in the companies referred to herein and may trade in those securities as principal,
and in a manner which may be contrary to recommendations mentioned in this document.
TMT Analytics receives fees from the company referred to in this document, for research services and other
financial services or advice we may provide to that company. The analyst has received assistance from the
company in preparing this document. The company has provided the analyst with communication with senior
management and information on the company and industry. As part of due diligence, the analyst has
independently and critically reviewed the assistance and information provided by the company to form the
opinions expressed in the report. Diligent care has been taken by the analyst to maintain an honest and fair
objectivity in writing this report and making the recommendation. Where TMT Analytics has been commissioned
to prepare Content and receives fees for its preparation, please note that NO part of the fee, compensation or
employee remuneration paid will either directly or indirectly impact the Content provided.
RECOMMENDATIONS
TMT Analytics’ issues a BUY recommendation in case of an expected total shareholder return (TSR, share price
appreciation plus dividend yield) in excess of 25% within the next twelve months, an ACCUMULATE
recommendation in case of an expected TSR between 5% and 25%, a HOLD recommendation in case of an
expected TSR between -5% and +5% within the next twelve months and a SELL recommendation in case of an
expected total return lower than -5% within the next twelve months.
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