Flash Note

Linius Technologies
IBM deal pivotal for LNU’s video virtualization
technology
Linius Technologies (LNU) announced an agreement in which LNU and
IBM will jointly promote and sell LNU’s Video Virtualization Engine (VVE).
By building LNU’s VVE technology into IBM’s Bluemix cloud platform,
which is comparable to AWS and Microsoft Azure, LNU will be able to target
IBM’s global client base.

A six-minute interview with CEO Chris Richardson talking about the IBM
deal is included in the link below:

Given the depth and breadth of IBM’s global reach in LNU’s strategic
verticals, i.e. Security & Defence, Anti-piracy, Ads Personalization
and Video Search, we believe this deal will be pivotal for LNU.
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Linius Technologies Ltd. (LNU)
provides a patented enterprise
grade software technology that
virtualizes
video
files.
It
transforms cumbersome, static
video files into agile, dynamic
files that can be easily
manipulated on the fly, in order
to deliver an enhanced, custom
experience
for
both
broadcasters and end-users.
One of the application areas of
the technology is the valuable
personalized TV advertising
market.

Deal expected to generate revenues in the near term
Given the straightforward integration of LNU’s VVE technology into
Bluemix, we expect this collaboration to generate revenues for LNU early
on. IBM has been in a strategic transition towards a more SaaS-oriented
business model for several years now and is pushing hard towards this
end. Solutions such as LNU’s VVE add immediate revenue opportunities
for IBM sales reps and we understand LNU has already been targeting IBM
customers in recent weeks and months. Consequently, we expect LNU to
be able to announce commercial agreements on the back of this deal
already within the next few months.

Technological and commercial acceleration

TMT-ANALYTICS.COM.AU/RESEARCH

More generally, by integrating LNU’s technology into IBM’s existing cloudbased enterprise solutions, such as Watson’s cognitive capabilities,
forensic watermarking, Digital Rights Management (DRM), video search,
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Additionally, by being able to access IBM’s client network, LNU should be able to penetrate
additional verticals beyond the four key verticals it has been targeting to date.

Finally, LNU should be able to benefit from the sheer scale of IBM’s salesforce as well, which
will limit LNU’s requirements to build out a large salesforce of its own. Through this agreement,
we expect LNU to be able to address opportunities globally.
While implementation and integration of different technology stacks can sometimes be quite
time consuming, we understand LNU has already been working together with IBM in the last
few weeks and months to achieve this integration as soon as possible. Consequently, we
expect LNU to be able to announce initial customer wins on the back of this collaboration with
IBM in the near term.

Blueprint for similar deals with other cloud platforms
In our view, the IBM deal can serve as a blueprint for LNU in potential discussions with other
cloud platforms, such as Amazon Web Services (AWS) and Microsoft Azure. We believe the IBM
deal provides all the validation these players could want in terms of applicability, technology and
scope. In other words, we expect LNU’s first inclusion into a major cloud platform will not be its
last.

LNU will de-risk on the back of the IBM agreement
We believe, the agreement with IBM is another step in the de-risking of the LNU investment
case. We expect investors will start to factor in LNU’s improving risk profile when customer wins
are announced and visibility on revenues increases. On the back of this, we see scope to lower
the discount rate in our DCF model over the next several quarters.
Currently, our DCF model suggests a fair value per LNU share of A$ 0.28. We reiterate our Buy
recommendation for LNU.
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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 may receive fees from a 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
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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.

