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Snakk Media (SNK), which connects brands to mobile audiences, has
published its Q317 key operating milestones. These include a premium
gross margin of 60%, compared to peers at 40%. This is a little below the
company’s 62% FY17 target, with the year to date figure also now at 62%.
The click-through rate softened slightly to 0.96% from 0.98% in Q217, still
well above the mobile industry average (0.62%). Staff turnover at 12% was
below the full year guidance of 24%, with the compensation to revenue
ratio dropping back under the FY17 target. COO Joel Williams has now
taken over the role of CEO, following Mark Ryan’s departure in December.
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Driving differentiated product
The interim figures to end September 2016 show clearly the impact of the group’s
heavy investment in product development, people and systems in fast-moving
markets. The upside of fast-moving markets is that they throw up opportunities for
flexible participants. Snakk’s investment has been focused on those areas where
the competition is less fierce, with a differentiated offer, and also on building and
broadening commercial partnerships that should give greater consistency and
visibility of earnings. With a lag in building up the revenue streams in the important
SE Asian market, the half year loss widened from NZ$0.2 to NZ$1.9m in H117.

Mobile fast gaining share
The latest MAGNA report on the global advertising market identifies Australia as
one of the fastest growing markets, with an estimated 7.4% uplift for 2016. Globally,
they estimate digital-based ad sales rising to 40% of the total market in 2017, to
reach half by 2021. Mobile advertising is appraised at 45% of digital, growing to
52% in 2017. The key drivers are search and social which are thought to be taking
a greater share of below-the-line offline marketing budget rather than diverting
funds from other advertising media. Between them, these two areas account for
88% of the growth in 2016 forecast digital ad spend, with Google and Facebook
respectively dominant. This reinforces the argument that other players need clearly
differentiated and value-adding propositions to maintain and grow share of spend.

Valuation: Trading at a substantial discount to peers
Snakk continues to trade at a significant discount to its listed global peer group of
quoted mobile solutions and digital advertising companies, even allowing for its
small size and early stage. At 0.4x FY16 EV/sales and 0.6x EV/gross profit, Snakk
is trading well below the consensus media peer group multiple of 2.1x and 4.9x for
those metrics. The Manji Family Trust now holds 13.3% of the issued share capital.
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Historical financials
Year
end
03/13

Revenue
(NZ$m)
3.7

Gross profit
(NZ$m)
1.9

PBT
(NZ$m)
(0.9)

EPS*
(c)
(5.7)

EV/gross
profit (x)
2.1

EV/sales
(x)
1.1

03/14

7.1

2.9

(1.9)

(12.0)

1.4

0.6

03/15

9.2

3.9

(4.0)

(25.6)

1.0

0.4

03/16

10.5

6.6

(0.6)

(3.7)

0.6

0.4

15.7m

Source: Snakk Media. Note: *EPS in previous years recalculated for share consolidation.

Snakk Media coverage is provided through the NZX Research Scheme

Q317 key operating milestones
Snakk is due to issue its Q4 key operating milestones (KOMs) by 3 May 2017. Key quarterly
operating milestones for 9M17 are shown in the table below.
Exhibit 1: Key operating milestones – Q117, Q217 and Q317 actual and 2017 target
Click-through rate
Gross margin
Compensation ratio
Staff turnover

Q117 actual (%)
0.95
67
46
12

Q217 actual (%)
0.98
61
65
9

Q317 actual (%)
0.96
60
41
12

2017 target (%)
1.00
62
42
24

Source: Snakk Media

Interim results summary
The interim H117 figures (to September 2016) were released at end November and showed
advertising revenues ahead by 2.7%, but with higher direct costs pushing the gross profit down
2.5%. Loss before tax widened to NZ$1.9m from NZ$0.2m in H116, with the bulk of the difference
being in the increase in employee costs as the group scaled up investment in people on both clientfacing and support functions.
The group also continues to develop new products and creative capabilities for mobile. The
investment strategy has been built around:

ongoing development of mobile media products;

establishing exclusive technology partnerships for agencies and their brands;





mobile creative for agencies and direct to brands;
geo-location data insights capability for Tier 1 enterprise brands;
programmatic/self-service access to proprietary geo-location trading platform; and
developing the group’s presence in South East Asia.

The hiring and development programme was completed in H117 and this is indicated to have been
the peak expenditure period. On 30 September 2016, net cash on the balance sheet stood at
NZ$1.58m, from NZ$3.02m at end March 2016.
On 22 December, the previous CEO, Mark Ryan, left the role and was replaced by Joel Williams,
who had joined the group as COO in August 2016. Prior to joining Snakk Media, Joel had held
various executive leadership roles including COO, CFO, CIO, and CRO/IA in large listed companies
across a range of sectors, including News Corp, Fairfax Media, David Jones, NAB, Australian
Pharmaceutical Industries, Pioneer International (building materials) and PwC. He is a qualified
accountant.
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Peer comparison
Even allowing for its small size and early stage, Snakk is trading at a significant discount to its listed
peers. At 0.4x FY16 EV/sales, Snakk is trading at just 18% of the median level of the consensus
peer group multiple, as Exhibit 2 demonstrates. On EV/gross profit, which provides a better
comparative metric due to differing accounting policies, Snakk trades at 0.6x, compared to the peer
median of 4.9x.
Exhibit 2: Listed peer comparison
Company

Code

Currency

Market cap
(m)

EV
(m)

EV/sales
(x)

EV/gross
profit (x)

Gross
margin (%)

EV/EBITDA
(x)

Taptica
Criteo

TAP: LSE
CRTO:NASDAQ

GBP
US$

147
2,820

174
2,432

2.3
1.8

8.2
5.2

27.8
35.7

27.2
-

SITO Mobile
RNTS
Matomy

SITO: NASDAQ
RNM:FRA
MTMY: LON

US$
€
GBP

46
254
106

43
355
99

2.7
4.4
0.6

4.6
14.6
2.4

59.8
30.0
22.9

(25.4)
(18.4)
6.1

RhythmOne
Median

RTHM:LON

GBP

185

162

1.0
2.1

2.5
4.9

39.8
32.8

(2.4)
(2.4)

Source: Bloomberg. Note: Prices as at 1 February 2017. Sales, gross profit and net debt are last reported.
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Edison, the investment intelligence firm, is the future of investor interaction with corporates. Our team of over 100 analysts and investment professionals work with leading companies, fund managers and investment banks
worldwide to support their capital markets activity. We provide services to more than 400 retained corporate and investor clients from our offices in London, New York, Frankfurt and Sydney. Edison is authorised and
regulated by the Financial Conduct Authority. Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. Edison NZ is registered on the New Zealand Financial Service Providers
Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research Inc (Edison US) is the US subsidiary of Edison and is regulated by the
Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is not regulated by the Australian Securities and Investment Commission.
Edison Germany is a branch entity of Edison Investment Research Limited [4794244]. www.edisongroup.com
DISCLAIMER
This report has been commissioned by NZX Limited (“NZX”) and prepared and issued by Edison Investment Research (NZ) Limited (“Edison”). This report has been prepared independently of NZX and does not represent
the opinions of NZX. NZX makes no representation in relation to acquiring, disposing of or otherwise dealing in the securities referred to in this report.
All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however neither NZX nor Edison guarantees the accuracy or completeness of this
report. Opinions contained in this report represent those of the research department of Edison at the time of publication. The securities described in this report may not be eligible for sale in all jurisdictions or to certain
categories of investors. This research is issued in Australia by Edison Australia and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. This research is distributed
in the United States by Edison US to major US institutional investors only. Edison US is not registered as an investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers'
exclusion" from the definition of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Edison US does not offer or provide personalised
advice. This research is distributed in New Zealand by Edison). Edison is the New Zealand subsidiary of Edison Investment Research Limited. Edison is registered on the New Zealand Financial Service Providers Register
(FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. The distribution of this document in New Zealand is not a “personalised service” and, to the extent that it contains
any financial advice, is intended only as a “class service” provided by Edison within the meaning of the New Zealand Financial Advisers Act 2008 (FAA) (ie without taking into account the particular financial situation or
goals of any person). As such, it should not be relied upon in making an investment decision. Edison publishes information about companies in which we believe our readers may be interested, for informational purposes
only, and this information reflects our sincere opinions. This report is not intended to be, and should not be construed in any manner whatsoever as, personalised advice. Also, this report should not be construed as a
solicitation or inducement to buy, sell, subscribe, or underwrite any securities referred to in this report. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general
information only and is not intended to constitute a recommendation or opinion in relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. Edison has a restrictive policy relating to
personal dealing. Edison does not conduct any investment business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and
contractors of Edison may have a position in any or related securities mentioned in this report. Edison or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value
of securities mentioned in this report can fall as well as rise and are subject to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities
mentioned in this report. Past performance is not necessarily a guide to future performance. Forward-looking information or statements in this report contain information that is based on assumptions, estimates of future
results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter
to be materially different from current expectations. To the maximum extent permitted by law, NZX, Edison, either of their affiliates and contractors, and their respective directors, officers and employees will not be liable for
any loss or damage arising as a result of reliance being placed on any of the information contained in this report and do not guarantee the returns on investments in the products discussed in this publication.
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