Flash Note

Linius Technologies
Aiming for 6 revenue-generating deals near term
In September 2017, LNU announced a number of milestones that were
largely technical in nature and related to the integration of the company’s
Video Virtualization Engine (VVE) with multiple platforms to provide its
partners, and the market in general, with various Proof of Concepts (POC’s)
and with Prove of Value (POV).
Examples of these milestones included integration into the IBM Cloud
(Bluemix) and Microsoft Azure as well as engagement with content
providers, such as Warner Brothers and Village Roadshow (ASX:VRL).
LNU has achieved 7 of those milestones to date with three others
imminent. One of the imminent milestones is the POC of VVE in video
Search in the Education vertical.

Education vertical opening up through video Search POC
In March, LNU announced an agreement with Oklahoma State University
(OSU) in the US to run a POC project aimed at demonstrating the
applicability and use cases of the cognitive search capabilities of LNU’s
technology in an educational setting.
OSU has a library of more than 10,000 hours of OSU-related video
pertaining to things such as sports, alumni, research, lectures, fundraising
and academia. Together with IBM, LNU will be demonstrating how the
company’s Video Virtualization Engine enables search within videos, e.g.
for students to search past lectures using specific search words. LNU will
be leveraging Watson, IBM’s Artificial Intelligence (AI) platform, to deliver its
solution to OSU.
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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,
indexed
and
searched on the fly. LNU’s
current four main target markets
are Personalized Advertising,
Anti Content Piracy, Security &
Defense and Search.

The OSU project started in 1Q18 and we believe successful completion
would present a major opportunity for LNU in the Educational sector. There
are nearly 5,000 universities and colleges in the United States alone and
close to 24,000 universities worldwide.
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We understand LNU has received very substantial inbound interest
from educational institutions following the POC announcement with
OSU, highlighting the potential market opportunity for LNU in this
vertical.
Similarly, the Cognitive Search POC project with MediaAMP, that LNU
announced in March, should provide LNU with a strong commercialization
partner in the US Education vertical upon successful completion of the
project. MediaAMP is a market leader in the field of
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In other words, after two years of technical development, industry collaborations and
demonstrating VVE application areas, we believe the start of revenue generation is now
imminent.
In addition to multiple near-term revenue generating deals, LNU is also looking to strengthen its
distribution capabilities by bringing on a reseller in the Education vertical, i.e. MediaAMP, and an
additional, global, partner like IBM.
We believe expanding the company’s distribution capabilities should be seen as an ongoing
process, which should result in an ongoing stream of channel partners coming on board in the
next several years.

The self-service SaaS product to provide ultimate scalability
In January LNU rolled out its Software-as-a-Service (SaaS) version of the VVE to a select number
of developers and partners for testing and initial development purposes. A SaaS version of the
VVE will enable independent, third-party, developers to build their own applications on top of
the VVE platform that is running on AWS (Amazon Web Services).
When the SaaS version is eventually launched commercially, LNU will then be able to charge a
fee per use, which could be an API (Application Programming Interface) call by a developer’s
application, or potentially in a subscription model.
The beauty of this model is that through API’s provided by LNU, any developer worldwide can
develop applications that use LNU’s VVE independently from LNU. Twilio was one of the first
companies to successfully commercialize this model and now has more than 1M third-party
developers globally who build applications that incorporate Twilio’s technology, and hence
generate revenue for the company.
Consequently, we believe the SaaS version of the VVE could potentially provide LNU with
ultimate scalability of the platform.

Blockchain for video to revolutionize content monetization
In addition to the multiple POC’s, partnerships and the SaaS roll out, LNU has been working on
the deployment of a Blockchain for video content, i.e. to irrefutably record ownership of a
particular video asset. While today’s video files, such as an MP4 file of a movie, are way too
large to be incorporated on a Blockchain ledger, LNU’s virtual video files, that are created by the
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Broadly speaking, if and when LNU’s Blockchain for video is widely adopted by content
producers, such as movie studios, independent filmmakers, TV producers etc, we
foresee a dramatic shift in content monetization models.
Not only would we expect to see substantial disintermediation of the movie/video value
chain with video assets being distributed to viewers directly by producers, we would also
expect to see much more content being created, specifically by smaller and independent
producers, who typically struggle to properly monetize their content.

On the cusp of revenue generation: Buy rating reiterated
Judging by the company’s recent announcements regarding its near-term goals, we believe
LNU is on the cusp of generating its maiden revenue (other than interest). Furthermore, the
collaboration with IBM appears to be tracking well. We expect LNU to announce similar
partnership deals in the near to medium term, which should help the company commercialize
its technology to a wider target market. Furthermore, once the VVE SaaS model is commercially
deployed, one of the company’s revenue pillars becomes massively scalable if LNU can
successfully attract large numbers of developers to its platform.
In conclusion, through LNU’s multiple and simultaneous commercialization initiatives and
ongoing development, e.g. Blockchain for video, we believe the company is now in a very strong
position to start monetizing its technology.
We reiterate our Buy recommendation for LNU. 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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