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Nexxen International: CTV advertising growth and ACR data

Company: Nexxen International (NEXN LN) Market Cap: $370mio
Industry: Video advertising Net Cash: $95mio
Country: us Revenue: $320mio

Date: 1** March 2024 Net Income: -

Dividend: - Free cash flow: S$35mio (14%)*
Entry: $370mio Target: $500mio (+35%)

*estimated based on $85mio guided adjusted EBITDA

Why Nexxen International?

e Attractive valuation with 3.2x EV/adj. EBITDA

e Alphonso settlement provides cash and access to LG’s premium advertising inventory

e SSP competitors Magnite and PubMatic reported Q4 results and are up 30% since then, yet
Nexxen is up 5% and results are due on Wednesday

o Competitors saw CTV growth of 20% and indicated a recovery in advertising. Nexxen generates

over 20% of revenues from CTV, which have high CPMs

Risks

e Nexxen’s CEO indicated in January 2024 that a recovery in advertising is not taking place yet
e Magnite and PubMatic might have taken market share from Nexxen as a result of their growth

e Downturn in advertising led by problems in US commercial real estate for example

Given that | have written on Nexxen (back then Tremor International) before, this note will purely focus

on what happened over the last few months.
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Nexxen’s ACR

With the demise of the cookie, advertising companies are increasingly searching for alternative automatic
content recognition (ACRs). On the one hand, alternative IDs are being used. On the other hand, exclusive
ACRs are becoming more valuable, and Nexxen has had success in securing exclusive ACRs with HiSense,
TCL and now LG, to name a few. Combined, this gives Nexxen access to 39% of global TV viewers’ data
when considering 2023 global TV sales by brand (although details on the LG agreement are spare so far).
While Magnite is still ahead in overall exclusive ACRs, including Samsung, Nexxen is still their most

significant competitor in the CTV SSP space.

Global TV sales market share by brand in 2023
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Source: DisplayDaily.com

Relative value

While the Q4 2023 earnings from Nexxen are not out yet (to be published on Wednesday 7" March 2024),
its SSP competitors Magnite and PubMatic have released their results, which led to an increase in their
share price of nearly 30%. Specifically, Magnite touted CTV ad spend growth of over 20% for the full year
and EBITDA slightly exceeding their Q4 guidance®. However, Nexxen’s share price is almost unaffected. At
the same time, Nexxen had unfavourable working capital cash flows in 2023, which should reverse or

stabilize in 2024. In a direct comparison with PubMatic, Nexxen’s cash flow doesn’t appear too different

1 https://investor.magnite.com/news-releases/news-release-details/magnite-reports-fourth-quarter-and-full-year-
2023-results
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to PubMatic’s in the 9M 2023 when taking out the working capital part (net paybables/receivables), yet

PubMatic is valued at nearly 3x Nexxen’s valuation.

Valuation change: Nexxen vs. Magnite and Pubmatic

Nexxen International Ltd

GBX 209.00Q #r751% +1460 1M
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| Mexxen Internation... GBX 209.00 +GBX 14.60 A+7.51%
Magnite Inc $12.03 +$2.97 +32.78% X
| PubMatic Inc $21.00 +$6.00 140.00% X

Source: Google Finance

Valuation difference: Nexxen vs. Pubmatic

Indicator Nexxen International (NEXN LN) PubMatic (PUBM US) ‘
Market cap $385mio $1.05bn
9M 2023 operating income S41mio $40mio

(making payables/ receivables
cash flow = 0)

9M 2023 Leases S12mio -
9M 2023 Net cash $99mio $24mio
9M 2023 Revenue $236mio $182mio
9M 2023 Net current assets $205mio $170mio
FY Adj. EBITDA Outlook $80-85mio $71-74mio

Source: 3Q 2023 results PubMatic, Nexxen

ing X >

21 Knightsbridge, London SW1X 7LY
www.aozorastep.com - david@aozorastep.com



http://www.aozorastep.com/
mailto:david@aozorastep.com
https://www.aozorastep.com
https://www.linkedin.com/company/aozorastep-capital-llp
https://twitter.com/AozoraStep
https://www.youtube.com/channel/UCtshYYF5hoX8moTBg6iV-hQ

@A Aozora

Legal Disclaimer

The contents of this publication have been prepared solely for the purpose of providing information about AozoraStep Capital
LLP and the services and products it is intending to offer, which are targeted for professional investors only. The opinions and
views expressed are those of AozoraStep Capital LLP, may change without notice and should not be construed as investment, tax,
legal or other advice. AozoraStep Capital LLP does not guarantee the completeness and accuracy of the information provided and
all content can become out of date. Products or services mentioned in this publication are subject to legal and regulatory
requirements in applicable jurisdictions and may not be available in all jurisdictions. Accordingly, persons are required to inform
themselves and observe any such restrictions. In respect to investments described in this document, past performance is not a
guide to future performance. The value of investments and the income of any financial instruments mentioned in this document
may fall as well as rise and may have tax consequences. The performance of the investment strategy that AozoraStep Capital LLP
is planning to offer is based on a personal track record and approved by Sedulo for the time period Q1 2019 - Q1 2021 and by
HiCloud Accounting for the time period 2020 - 2022, only with further examinations being done on an occasional basis.
AozoraStep Capital LLP is currently not authorized and regulated by the FCA, and therefore, is not allowed to provide financial
products and services. AozoraStep Capital LLP is registered in England and Wales with registered number OC436835. Registered
Office: 21 Knightsbridge, London SW1X 7LY, United Kingdom. Reproduction or distribution of any materials obtained in this

presentation or linking to this presentation without written permission is prohibited.
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