Flash Note

Commercialization into high gear
Addressing four high value markets
Linius Technologies (ASX:LNU) announced it will be expediting the
commercial roll out of its Video Virtualization Engine (VVE) into four high
value markets, setting up four separate business units, each with its own
CEO.
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Initially targeting four high value markets
Given the versatility of LNU’s technology and the high growth of video
consumption globally, the company’s addressable markets range very
widely, from ads personalization, Content Delivery Networks (CDN) and
Transcoding to Video Search, Security & Surveillance and Content Security
(anti-piracy).
Consequently, LNU needs to prioritize its commercial activities and will
initially be addressing the markets for Video Search, Content Security,
Personalized Ads and Security Services. These four markets range in size
from an estimated US$ 40BN (Content Security and Security Services) to
approximately US$ 80BN for Personalized Ads.

Video Search still relatively small, but growing very fast
Market data for Video Search is scarce, but YouTube alone generates
approximately US$ 10BN in annual advertising revenues for Alphabet
(Google’s parent company), growing in excess of 20% per year according
to UBS. This is an illustration of just how fast video consumption is growing,
and with that, we expect video search will become a very large market
going forward.
LNU’s Video Virtualization Engine is perfectly suited to search within
indexed videos and compile relevant clips based on users’ search terms.

Linius Technologies Ltd. (LNU)
provides a patented enterprise
grade software technology that
virtualizes video files. The
process reduces the time
required for content preparation
and processing (ingestion,
transcoding, storage etc) and
can populate a catalog of
thousands of video titles in
minutes as opposed to months
without the need for costly,
large-scale hardware systems.
Furthermore, the technology
enables
highly
valuable
personalized advertising in TV
broadcasting.

Ads Personalization presents largest opportunity
LNU has been partnering with DigiSoft for more than a year to bring Ads
Personalization capabilities to Set Top Boxes (STB’s). DigiSoft provides
software for STB’s distributed by cable operators to their viewers. Given this
well-developed partnership with DigiSoft and the sheer size of the
addressable market, estimated at approximately US$ 80BN in our initiating
research report on LNU, we believe Ads Personalization is currently LNU’s
largest opportunity.
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Anti-piracy at top of media companies’ priority list
While Ads Personalization may be LNU’ largest market opportunity, we
believe anti-piracy is one of LNU’s application areas with the highest sense
of urgency on the client side, i.e. media and film companies etc. Because
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We believe such applications will have broad interest from law enforcement, security services,
intelligence agencies etc, which have budgets that only seem to be increasing on the back of
terrorism threats. The video surveillance market is expected to grow by more than 16% annually
to ~US$ 70BN in five years’ time.

LNU to set up four new business units
LNU is currently in the process of hiring four CEO’s to run the new business units, each with
specific expertise in the various verticals. The business units will be operating from the United
States, given that the US, in addition to Europe, is one of LNU’s key target markets. Depending
on the commercial traction each of the units gets in the next several months and quarters, LNU
can opt to further build out each business unit individually.

Appointment of IR firm Taylor Rafferty to expand international investor base
LNU also announced the appointment of Investor Relations firm Taylor Rafferty in the US. One
of their key priorities will be to expand LNU’s investor base in overseas markets, such as the US
and Europe. Given the sheer size of the Media, Broadcasting, Search and Advertising markets
in both Europe and the US, we believe LNU’s investment proposition will be well-understood by
investors in these markets. Hence, we believe this appointment should be very supportive of
LNU shares.

Expediting commercial roll out, BUY rating reiterated
In our view, for LNU to build out its corporate structure and global footprint as announced is
testament to the traction the company is getting from the various industry verticals. We believe,
having the ability to specifically target relevant and high-growth market segments should
expedite commercial roll out of the company’s technology in each segment. Consequently, we
expect the company will be able to announce revenue generating commercial agreements in
the near to medium term. As illustrated in LNU’s latest 4C, the company’s operational cash burn
of A$ 655k in the December quarter remains modest. In our DCF model, fair value per LNU
share is 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.
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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.

