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After delay, launch of operations in Russia expected by the end of 2018; the
company needs additional sources of funding; acquisition by Desilu Studios is
still awaiting completion; target price has been reduced to NIS 1.00.
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Closing price: NIS 0.53
Market cap: NIS 21.6M
# of shares: 40.7M
Stock performance ( 12 mos.): -49%
Daily-trading-vol. (12 mos.): NIS 415K

Company Overview
Vonetize PLC offers video on demand (VOD) and over-the-top (OTT) content
services, and technology platforms as fully-managed services for set-top boxes,
smartphones, smart TVs and other Internet-connected devices. The company offers
multiscreen end-to-end video content solutions including premium content from
Hollywood studios; cloud-based digital video delivery of live and VOD content;
content management systems; billing; CRM; and marketing/business intelligence (BI)
analysis systems. Headquartered in Israel, the company is also active in Latin
America, Africa, the US and Europe. Vonetize has been listed on the Tel Aviv Stock
Exchange (TASE:VNTZ) since July 2016. It was established and incorporated in
Cyprus as Pixelate T.V. Ltd. in April 2011, and rebranded in February 2016.

Highlights & Analysis
On September 4, the company reported that there had been no further progress in
the Desilu deal and that, to the best of its understanding, the non-completion of the
transaction was due to internal business-related processes. In addition, it was noted
that the Chairman and the controlling shareholder of the acquiring company signed
a personal guarantee, which is held by the controlling shareholders of the Company,
which the controlling shareholders have not yet exercised.
Desilu Studios Inc., a Hollywood television studio, is expected to acquire control of
Vonetize at a high market premium based on the company's market price prior to
the announcement. For more information, see our Annual Report dated 5 May,
2018.


The Company updated that the purchaser began the process of preparing for double
registration of the Company's shares abroad.

Vonetize released its Q2-2018 report on August 29 detailing the following:

Stock target price: NIS 1.00

Frost & Sullivan
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Agreement signed on February 3, 2018 with Roku Inc. (NASDAQ:ROKU)

Revenues for the first half of 2018 increased to approximately $745,000 compared
with approximately $603,000 for the corresponding period in 2017.

The Company's cash and cash flows as at June 30, 2018 amounted to
approximately $430,000, while the cash flow used for operations amounted to
approximately $2M, compared with approximately $2.3M in the corresponding
period in 2017. The Company's cash consumption decreased due to an increase in
the Company's sales, mainly in Brazil, as well as relatively fixed levels of
expenditure.

The company needs additional sources of funding to support its activities.

The Company's auditors give it a "live business" comment.

In view of the developments described above and in light of the
commencement of activity in Russia, offset by the cessation of activity in
Israel, we are reducing our estimation of the company’s equity value to NIS
41.0 million / $11.2 million (our previous estimate was approx. NIS 58 million).
The updated valuation corresponds to a target price ranging from NIS 0.88 to
NIS 1.10; an average of NIS 1.00.

Kobi Hazan - Lead Analyst
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Updates for H1-2018
H1-2018 Financial Results
Revenues for the first half of 2018 amounted to $745,000, compared to $603,000 in the corresponding
period in 2017. Most of the growth in revenues is derived from an increase in the number of users in Brazil
and in Israel, inter alia due to the recently concluded Triple C transaction.
Gross Loss amounted to $864,000 in H1-2018, compared with $ 1.5 million in the corresponding six-months
in 2017. This was mainly due to the reduction of content assets attributed to Israel in respect of the Triple C
transaction and the fact that the content assets invested in Africa, from which the company is yet to see
financial benefit were reduced in the previous quarter.
Research and Development Expenses remained similar to the corresponding period in 2017, and totalled
$440,000, mainly involving developers' wages.
Sales, Marketing, General and Administrative Expenses, net amounted to $1.6 million, compared to $1.3
million in the same period last year, mainly due to an increase in marketing costs in Brazil, marketing costs
for designated channels and share-based payments.
Operating Loss for the first half of 2018 amounted to $2.9M, compared a $3.3M loss in the corresponding
period in 2017.
Net Loss for the six-monthly period amounted to approximately $3.8M million, similar to the loss of approx. $
3.6M incurred for the corresponding period in 2017.
Cash and cash flows as of June 30, 2018 amounted to approximately $430,000. The company had a
working capital deficit of $2.7M, compared with $3.7M in the corresponding period in 2017. Cash flow used
for operations amounted to $2M, compared to $2.3M in the corresponding period last year. The Company's
cash consumption decreased due to an increase in the Company's sales, mainly in Brazil, and relatively
constant expenditure.
It should be emphasized that in the auditor's report to the shareholders of the Company, they noted
"an ongoing concern".


On September 23, the Company reported that a lawsuit was filed in the Tel Aviv Magistrate's Court by
an employee of a company providing content and channels that was a supplier of the Company and
demanded compensation totaling NIS 1.48 million. In exchange for granting the license, the plaintiff
alleges that he is entitled to a monthly payment determined according to the volume of sales of the
broadcasts and/or contents included in the license to the Company's customers, and that there be a
minimal monthly payment fixed between the parties.

Analysis
The Company's revenues grew in the first half of 2018 compared to 2017, as stated mainly due to growth in
the number of subscribers in Brazil. The total number of unique users in the company's services increased
from 10.5 million at the end of the first quarter of 2018 to 11.5 million at the end of the second quarter of
2018. The increase in unique users resulted in an increase of 24% in revenues from end users in the first half
of 2018 compared to the corresponding half-year in 2017. From a quarterly perspective, there is a certain
decrease, so that total revenues from end users amounted to $308,000 in the second quarter of 2018
compared to approximately $410,000 in the corresponding quarter of 2017.
At the same time, the Company's revenues remain at relatively constant, largely due to the delay in
commencement of the Company's operations in Russia due to an operational delay on the part of the
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partner. According to company management, the launch of the company's operations in Russia is expected
to begin by the end of the year. In Brazil, revenues in 2018 are expected at approximately $1.6 million. We
price the company's operations in Africa at about $0.6 million in 2018 based on the company's activity so far
with a variety of partners. This is a revision of our previous estimation of the value of its African activity at
$1.2 million.
We are updating and decreasing our revenue forecast. We will continue to monitor developments in the third
quarter and update our forecasts in accordance with developments in the Russian and Brazilian markets.
Below we estimate the company's revenues by geography. For further details on the calculation of each
geography, see the Analysis Report published on March 20, 2018.
Geography
Israel
LATAM
Africa
Russia
Total Revenues

2018E
0
1,639
1,210
809
3,658

2019E
0
2,204
1,693
2,173
6,071

2020E
0
2,865
3,334
2,426
8,625

2021E
0
3,802
5,251
3,504
12,558

2022E
0
4,955
6,739
3,841
15,536

2023E
0
5,538
7,076
3,841
16,455

We emphasize that the sale of some of the company's shares to the Desilu television studio is not priced in
our economic model as receipts are yet to be recognized.

Company Operations
Vonetize intends to be a market leader in premium video content solutions, especially in emerging markets
where the company has identified the greatest potential for a supportive technology infrastructure and
positive competitive conditions. To realize this strategy, the company focuses on the following activities:
1. Near-term targeting of emerging markets that require VOD / IPTV services
 According to Frost & Sullivan, the Internet will continue to be the largest and fastest growing
market segment for VOD subscribers between 2017 and 2020. Moreover, the global VOD market
is expected to grow until 2020, when it will reach 900 million subscribers.
 Geographically, the company focused on Israel and now it is focusing on emerging markets in
Africa and Latin America, where increasing consumption of content services has been indetified
as a key market driver, along with increasing data consumption and broadband consumer and
infrastructure use.
 In the future, the company intends to expand its services to other emerging markets in Eastern
Europe, the CIS, and Asia. While Vonetize currently focuses on distributing video content, it is
considering diversifying its activities into additional content such as music, original productions
and games.
2. Ensuring licenses for new content (especially new movies from large studios), before they are
licensed for distribution by competitors
 In March 2018, Desilu television studios acquired control of Vonetize by committing to purchase a
54% share of the company, at a high premium relative to the share price on the day of the
announcement. The transaction consists of two stages: 10% in cash and 44% through a share
swap when Desilu is listed for trading in the US.
 In May 2018 the Company updated that the purchaser began the process of preparing for dual
listing of the Company's shares abroad.
 Desilu Studios was founded by Desie Arnaz and Lucille Bell’s Desilu Productions. Among its
productions are "I Love Lucy", "Star Trek" and the "Untouchables". Desilu’s is esitamted at a $2
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billion valuation, according to various estimates. The company is now owned by billionaire Charles
Hensley, based in Los Angeles. According to the television studio, the technology will be
integrated into the post production stage to imbed targeted content into smart devices, as well as
to provide a better experience for the audience viewing the content.
3. Maintain technological and business flexibility, by providing video through a wide range of
devices, and supporting diverse models of payment by consumers/partners
 Vonetize operates in a highly competitive environment and strives to become a market leader in
VOD and Internet Protocol TV (IPTV). The agreement with Roku expanded its reach to lucrative
markets in the US and Western Europe and provided an additional distribution channel in Latin
America, through various agreements with leading OEMs expanding the presence of Vonetize in
the Latin American SmartTV market, particularly in Mexico and Brazil. Frost & Sullivan estimates
that Roku has a 20.3% market share in the global smart media market.
 The company continues to benefit from agreements for the integration of its software in smart
television from leading manufacturers including Samsung, LG, NEC, Toshiba and others. The
agreements offer fairly stable revenues in addition to distribution agreements such as the
agreement with Roku.
o Samsung: SmartVOD application of Vonetize are pre-installed on Smart TVs in Israel,
Brazil and Mexico. Vonetize reported the end of a unique joint venture with Warner
Brothers and Samsung Studios. According to the agreement, the company has the right to
broadcast new studio films, as of January 25, 2018, through Samsung's applications in
Brazil and Mexico.
o LG: The Smartphone application is pre-installed on LG Smart TVs in Israel and Brazil.
o TCL and others: On January 16, 2018, it was announced that Vonetize had signed an
agreement to distribute its services with Fuxxum, which develops a smart TV platform.
According to information provided by Fuxxum, the service provided by Vantage is preinstalled on about 1.5 million televisions in Latin America covering brands such as; TCL,
Sanyo, Daewoo, Hitachi, and Toshiba.
4. Development, partnership and acquisition of new technologies
 On January 16, 2018, the Company signed a distribution agreement with Fuxxum GmbH for the
development of the Fuxxum television platform.
 On March 16, 2018, the Company updated that the conditions required to complete the
transaction for the acquisition of the video advertising activity of a Japanese company, Takumi,
were not met, and therefore the transaction was not completed.
In view of the developments described above and in light of the commencement of activity in Russia,
offset by the cessation of activity in Israel, we are reducing our estimation of the company’s equity
value to NIS 41.0 million / $11.2 million (our previous estimate was approx. NIS 58 million. The new
valuation corresponds to a target price ranging from NIS 0.88 to NIS 1.10; an average of NIS 1.00.
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Stock Movement over 12-months

Annual Report 2017
Target Price = 1.85 Q1-2018 Report
Target Price = 1.43
Immediate Report
Target Price = 1.24

Q2-Report, 2017
Target Price = 1.86

Immediate Report
Target Price = 1.33

For further details, including the market analysis, the company's product and technology, see our annual
report published on 5 May 2018 and the initiation of coverage published by Frost & Sullivan on June
8, 2017. For our valuation methodology see the first valuation dated October 2, 2017.

5
2018 © All rights reserved to Frost & Sullivan

INDEPENDENT EQUITY RESEARCH

Appendix – Financial Reports for H1-2018

12/31/2017

6/30/2018

$000s

$000s

Current Assets:
Cash and cash equivalents
Restricted deposits
Receivables

2017
3,514
93
807

2018
1,995
93
926

Total current assets
Non-Current Assets:
PPE, net

4,414

3,014

165

167

Goodwill

523

523

Deferred insurance expenses

61

206

Intangible assets

764

640

Total Assets
Current Liabilities: Accounts payables and
other current liabilities
Non-Current Liabilities: Warrants and
others
Total Liabilities

5,927

4,550

1,571

1,897

1,215

760

2,786

2,657

Equity

3,141

1,893

Total Liabilities + Equity

5,927

4,550

Balance Sheet

Statement of Profit and Loss ($000s)
Revenues
Cost of revenues
Gross profit (loss)
Research and development expenses
Selling and marketing expenses
General and administrative expenses
Total operating expenses
Operating loss
Financial expenses
Net financial income
Total loss
Loss per share

12-months ending

6-months ending

6-months ending

31.12.2017
1,096
583
513
1,608
4,051
2,150
7,809
(7,296)
(975)
2,959
(5,312)
(0.29)

30.06.2017
532
283
249
647
1,492
1,074
3,213
(2,964)
1,121
(703)
(2,546)
(0.15)

30.06.2018
755
429
326
1,034
3,149
927
5,110
(4,784)
957
(85)
(3,912)
(0.18)
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Disclaimers, disclosures, and insights for more responsible investment decisions
Definitions: "Frost & Sullivan" – A company registered in California, USA with branches and subsidiaries in other regions, including in Israel, and
including any other relevant Frost & Sullivan entities, such as Frost & Sullivan Research & Consulting Ltd. ("FSRC"), a wholly owned subsidiary of
Frost & Sullivan that is registered in Israel – as applicable. "The Company" or "Participant" – The company that is analyzed in a report and participates
in the TASE Scheme; "Report", "Research Note" or "Analysis" – The content, or any part thereof where applicable, contained in a document such as
a Research Note and/or any other previous or later document authored by "Frost & Sullivan", regardless if it has been authored in the frame of the
"Analysis Program", if included in the database at www.frost.com and regardless of the Analysis format-online, a digital file or hard copy; "Invest",
"Investment" or "Investment decision" – Any decision and/or a recommendation to Buy, Hold or Sell any security of The Company.
The purpose of the Report is to enable a more informed investment decision. Yet, nothing in a Report shall constitute a recommendation or solicitation
to make any Investment Decision, so Frost & Sullivan takes no responsibility and shall not be deemed responsible for any specific decision, including
an Investment Decision, and will not be liable for any actual, consequential, or punitive damages directly or indirectly related to The Report. Without
derogating from the generality of the above, you shall consider the following clarifications, disclosure recommendations, and disclaimers. The Report
does not include any personal or personalized advice as it cannot consider the particular investment criteria, needs, preferences, priorities, limitations,
financial situation, risk aversion, and any other particular circumstances and factors that shall impact an investment decision. Nevertheless, according
to the Israeli law, this report can serve as a raison d’etre off which an individual/entity may make an investment decision.
Frost & Sullivan makes no warranty nor representation, expressed or implied, as to the completeness and accuracy of the Report at the time of any
investment decision, and no liability shall attach thereto, considering the following among other reasons: The Report may not include the most updated
and relevant information from all relevant sources, including later Reports, if any, at the time of the investment decision, so any investment decision
shall consider these; The Analysis considers data, information and assessments provided by the company and from sources that were published by
third parties (however, even reliable sources contain unknown errors from time to time); the methodology focused on major known products, activities
and target markets of the Company that may have a significant impact on its performance as per our discretion, but it may ignore other elements; the
Company was not allowed to share any insider information; any investment decision must be based on a clear understanding of the technologies,
products, business environments, and any other drivers and restraints of the company’s performance, regardless if such information is mentioned in
the Report or not; an investment decision shall consider any relevant updated information, such as the company’s website and reports on
Magna; information and assessments contained in the Report are obtained from sources believed by us to be reliable (however, any source may
contain unknown errors. All expressions of opinions, forecasts or estimates reflect the judgment at the time of writing, based on the Company’s latest
financial report, and some additional information (they are subject to change without any notice). You shall consider the entire analysis contained in
the Reports. No specific part of a Report, including any summary that is provided for convenience only, shall serve per se as a basis for any
investment decision. In case you perceive a contradiction between any parts of the Report, you shall avoid any investment decision before such
contradiction is resolved.
Risks, valuation, and projections: Any stock price or equity value referred to in The Report may fluctuate. Past performance is not indicative of future
performance, future returns are not guaranteed, and a loss of original capital may occur. Nothing contained in the Report is or should be relied on as,
a promise or representation as to the future. The projected financial information is prepared expressly for use herein and is based upon the stated
assumptions and Frost & Sullivan's analysis of information available at the time that this Report was prepared. There is no representation, warranty, or
other assurance that any of the projections will be realized. The Report contains forward-looking statements, such as "anticipate", "continue",
"estimate", "expect", "may", "will", "project", "should", "believe" and similar expressions. Undue reliance should not be placed on the forward-looking
statements because there is no assurance that they will prove to be correct. Since forward-looking statements address future events and conditions,
they involve inherent risks and uncertainties. Forward-looking information or statements contain information that is based on assumptions, forecasts 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 to be materially different from current projections. Macro level factors that are not directly analyzed in the Report, such as
interest rates and exchange rates, any events related to the eco-system, clients, suppliers, competitors, regulators, and others may fluctuate at any
time. An investment decision must consider the Risks described in the Report and any other relevant Reports, if any, including the latest financial
reports of the company. R&D activities shall be considered as high risk, even if such risks are not specifically discussed in the Report. Any investment
decision shall consider the impact of negative and even worst case scenarios. Any relevant forward-looking statements as defined in Section 27A of
the Securities Act of 1933 and Section 21E the Securities Exchange Act of 1934 (as amended) are made pursuant to the safe harbor provisions of the
Private Securities Litigation Reform Act of 1995
TASE Analysis Scheme: The Report is authored by Frost & Sullivan Research & Consulting Ltd. within the framework of the Analysis Scheme of the
Tel Aviv Stock Exchange ("TASE") regarding the provision of analysis services on companies that participate in the analysis scheme (see details:
www.tase.co.il/LPages/TechAnalysis/Tase_Analysis_Site/index.html,
www.tase.co.il/LPages/InvestorRelations/english/tase-analysis-program.html),
an agreement that the company has signed with TASE ("The Agreement") and the regulation and supervision of the Israel Security Authority (ISA).
FSRC and its lead analyst are licensed by the ISA as investment advisors. Accordingly, the following implications and disclosure requirements shall
apply.
The agreement with the Tel-Aviv Stock Exchange Ltd. regarding participation in the scheme for research analysis of public companies does not and
shall not constitute an agreement on the part of the Tel-Aviv Stock Exchange Ltd. or the Israel Securities Authority to the content of the Equity
Research Notes or to the recommendations contained therein.
As per the Agreement and/or ISA regulations: A summary of the Report shall also be published in Hebrew. In the event of any contradiction,
inconsistency, discrepancy, ambiguity or variance between the English Report and the Hebrew summary of said Report, the English version shall
prevail. The Report shall include a description of the Participant and its business activities, which shall inter alia relate to matters such as:
shareholders; management; products; relevant intellectual property; the business environment in which the Participant operates; the Participant's
standing in such an environment including current and forecasted trends; a description of past and current financial positions of the Participant; and a
forecast regarding future developments and any other matter which in the professional view of Frost & Sullivan (as defined below) should be
addressed in a research Report (of the nature published) and which may affect the decision of a reasonable investor contemplating an investment in
the Participant's securities. An equity research abstract shall accompany each Equity Research Report, describing the main points addressed. A
thorough analysis and discussion will be included in Reports where the investment case has materially changed. Short update notes, in which the
investment case has not materially changed, will include a summary valuation discussion. Subject to the agreement, Frost & Sullivan Research &
Consulting Ltd. is entitled to an annual fee to be paid directly by the TASE. The fees shall be in the range of 35 to 50 thousand USD per each
participant. Each participant shall pay fees for its participation in the Scheme directly to the TASE.
The named lead analyst and analysts responsible for this Report certify that the views expressed in the Report accurately reflect their personal views
about the Company and its securities and that no part of their compensation was, is, or will be directly or indirectly related to the specific
recommendation or view contained in the Report. Neither said analysts nor Frost & Sullivan trade or directly own any securities in the company.
© 2018 All rights reserved to Frost & Sullivan and Frost & Sullivan Research & Consulting Ltd. Any content, including any documents, may not be published,
lent, reproduced, quoted or resold without the written permission of the companies.
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Credit to Experts: Dr. Tiran Rothman; Daniel Grunstein, Nadav Ofir

About Frost & Sullivan
Frost & Sullivan* is a global leader in strategic and financial consulting, as well as, market and technology research.
Frost & Sullivan is comprised of an integrated global team of 1,800, including; analysts, experts, and growth strategy
consultants across 50 branches on six continents, including in Herzliya Pituach, Israel. Frost & Sullivan’s Independent
Equity Research leverages the in-house experience accumulated from working with leading players in medical
technologies, life sciences, ICT, cybersecurity, renewable energy, and other industrial fields, for the past 55 years.
Alongside, we utilize our tens of thousands proprietary of market and technology research reports, and economic
forecasts. For additional information visit: www.frost.com. For access to our reports and further information on our
Independent Equity Research program visit www.frost.com/equityresearch.
*Frost & Sullivan Research and Consulting Ltd., a wholly owned subsidiary of Frost & Sullivan, is registered and licensed in Israel to practice as an
investment adviser.

What is Independent Equity Research?
Nearly all equity research is nowadays performed by stock brokers, investment banks, and other entities which have a
financial interest in the stock being analyzed. On the other hand, Independent Equity Research is a boutique service
offered by only a few firms worldwide. The aim of such research is to provide an unbiased opinion on the state of the
company and potential forthcoming changes, including in their share price. The analysis does not constitute investment
advice, and analysts are prohibited from trading any securities being analyzed. Furthermore, a company like Frost &
Sullivan conducting Independent Equity Research services is reimbursed by a third party entity and not the company
directly. Compensation is received up front to further secure the independence of the coverage.

Analysis Program with the Tel Aviv Stock Exchange (TASE)
Frost & Sullivan is delighted to have been selected to participate in the Analysis Program initiated by the Tel Aviv Stock
Exchange Analysis (TASE). Within the framework of the program, Frost & Sullivan produces equity research reports on
Technology and Biomed (Healthcare) companies that are listed on the TASE, and disseminates them on exchange
message boards and through leading business media channels. Key goals of the program are to enhance global
awareness of these companies and to enable more informed investment decisions by investors that are interested in
"hot" Israeli Hi-Tech and Healthcare companies. The terms of the program are governed by the agreement that we
signed with the TASE and the Israel Securities Authority (ISA) regulator.
For further inquiries, please
contact our lead analyst.
Kobi Hazan
T: +972 (0) 9 950 2888
E: equity.research@frost.com

Some of the companies we cover
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