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Location Sciences - Verify product gaining presence

Software & Services
52-WEEK HIGH

4.32p

52-WEEK LOW

1.20p

PRICE

1.33p

MARKET CAP MLN

£4.85

Underlying earnings (EBITDA) are now expected to be “significantly ahead
of market expectations”, and we are raising our forecast from -£2.1mln to £1.75mln. The company also reports that year-end net cash stood at £1.3mln
versus our previous expectation of £600,000. In August 2019 the company
announced a restructuring of the business to align its cost base with the
market uptake for Verify in the US, and we believe that the improved EBITDA
and cash figures demonstrate that the restructuring has delivered on its
objectives and evidence that the company is reacting quickly to changing
market circumstances.
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Location Sciences, the world leader in location verification for mobile
advertising, recently released a trading update for the financial year to
December 2019. The main focus remains the Verify product which verifies
location data for targeted mobile advertising campaigns.
The company reports that revenues were £1.2mln, a 60% increase versus
2018. Within this, the contribution from Verify increased almost tenfold to
around £500,000. The Verify product is now in use by more than 20 media
agencies and suppliers globally, and more than 100 brands.
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Looking further forward we see strong potential for further revenue growth
from Verify. This product is currently unique in the market place and offers
customers a powerful tool for optimising mobile advertising campaigns. The
overall global market for mobile advertising is more than US$160bn, and
within this, we believe the revenue opportunity for Verify is up to US$500mln.
We present some details on p2.

Market potential and valuation
Location Sciences offers a unique verification solution into a mobile advertising
market of more than US$145bn. On p2 we present an overview of some of the
addressable market. We see a revenue opportunity for Location Sciences of up to
US$500mln, which offers significant upside to the current share price in our view.
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2018
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Revenue £M
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EBITDA (£M)
Net cash/ (debt) £M

0.8
0.4
(1.2)
2.6

1.2
0.8
(1.8)
1.3

1.9
1.3
(1.8)
(1.1)

3.0
2.3
(1.0)
(2.8)
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Chief executive officer Mark Slade is a wellknown name in the advertising industry, with
numerous senior relationships across the
ad tech and media giants. Previously Mark
founded and sold his own mobile advertising
business 4th Screen to Opera Mediaworks, and
then helped it grow revenues to more than US
$100mln.

US advertising market

Chief finance officer David Rae brings
a wealth of public company, growth and
international business experience within the
technology and energy sectors. Rae is a fellow
of the institute of chartered accountants.

Source: Data from GroundTruth

The mobile advertising space
Mobile advertising is the major growth segment in the advertising market. The
chart above shows the segmental split of the USA advertising market - the biggest
target market for Location Sciences. Mobile is set to become roughly as large as
all other segments combined by 2022.
Location-based mobile advertising targets customers in a specific location. A
brand pays considerably more for location-targeted mobile advertising than for
non-targeted, typically US$10 CPM (cost per mille, fee per thousand impressions)
versus US$0.5 CPM for impressions with no location data; however, it is very
difficult for the brand to check the accuracy of the location data they are receiving
from their ad distributors. Are they over-paying for poorly targeted ads?
The Location Sciences solution - Verify
The Verify platform from Location Sciences is a unique product allowing brands
and agencies to authenticate the location data they receive from distributors and
publishers.
Within the global market for mobile advertising, which amounts to over
US$145bn, we estimate that around US$13bn consists of location-targeted
advertising in formats addressable by Verify. Assuming a 3-4% fee-generating
opportunity for Location Sciences, this amounts to a US$500mln revenue
opportunity for Verify, with no direct competitor currently in existence.
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General Disclaimer and copyright
LEGAL NOTICE – IMPORTANT – PLEASE READ
Proactive Research is a trading name of Proactive Investors Limited which is regulated and authorised by the Financial Conduct
Authority (FCA) under firm registration number 559082. This document is published by Proactive Research and its contents have not
been approved as a financial promotion by Proactive Investors Limited or any other FCA authorised person. This communication is
made on the basis of the 'journalist exemption' provide for in Article 20 of The Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 and having regard to the FCA Rules, and in particular PERG 8.12.
This communication has been commissioned and paid for by the company and prepared and issued by Proactive Research for
publication. All information used in the preparation of this communication has been compiled from publicly available sources that
we believe to be reliable, however, we cannot, and do not, guarantee the accuracy or completeness of this communication.
The information and opinions expressed in this communication were produced by Proactive Research as at the date of writing and
are subject to change without notice. This communication is intended for information purposes only and does not constitute an
offer, recommendation, solicitation, inducement or an invitation by, or on behalf of, Proactive Research to make any investments
whatsoever. Opinions of and commentary by the authors reflect their current views, but not necessarily of other affiliates of
Proactive Research or any other third party. Services and/or products mentioned in this communication may not be suitable for all
recipients and may not be available in all countries.
This communication has been prepared without taking account of the objectives, financial situation or needs of any particular
investor. Before entering into any transaction, investors should consider the suitability of the transaction to their individual
circumstance and objectives. Any investment or other decision should only be made by an investor after a thorough reading of the
relevant product term sheet, subscription agreement, information memorandum, prospectus or other offering document relating to
the issue of securities or other financial instruments.
Nothing in this communication constitutes investment, legal accounting or tax advice, or a representation that any investment or
strategy is suitable or appropriate for individual circumstances or otherwise constitutes a personal recommendation for any specific
investor. Proactive Research recommends that investors independently assess with an appropriately qualified professional adviser,
the specific financial risks as well as legal, regulatory, credit, tax and accounting consequences.
Past performance is not a reliable indicator of future results. Performance forecasts are not a reliable indicator of future
performance. The investor may not get back the amount invested or may be required to pay more.
Although the information and date in this communication are obtained from sources believed to be reliable, no representation is
made that such information is accurate or complete. Proactive Research, its affiliates and subsidiaries do not accept liability for loss
arising from the use of this communication. This communication is not directed to any person in any jurisdiction where, by reason of
that person's nationality, residence or otherwise, such communications are prohibited.
This communication may contain information obtained from third parties, including ratings from rating agencies such as Standard
& Poor's, Moody's, Fitch and other similar rating agencies. Reproduction and distribution of third-party content in any form is
prohibited except with the prior written consent of the related third-party. Credit ratings are statements of opinion and are not
statements of fact or recommendations to purchase, hold or sell securities. Such credit ratings do not address the market value of
securities or the suitability of securities for investment purposes, and should not be relied upon as investment advice.
Persons dealing with Proactive Research or members of the Proactive Investors Limited group outside the UK are not covered by the
rules and regulations made for the protection of investors in the UK.
Notwithstanding the foregoing, where this communication constitutes a financial promotion issued in the UK that is not exempt
under the Financial Services and Markets Act 2000 or the Orders made thereunder or the rules of the FCA, it is issued or approved
for distribution in the UK by Proactive Investors Limited.
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