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BRIGHTCOM GROUP LTD. 

(NSE: BCG ; BSE: 532368) 

Current Stock Price: Rs.6.70/share 
5yr Expected Price: Rs. 187/share 
10 yr Expected Price: Rs.375/share 
15yr Expected Price: Rs. 750/share 

 
Fascinating! Is the expression that conquers my mind, when I get up close to the 
reality of this business. This paper is a lesson about the hyper tendency of the stock 
markets to often reach extreme levels of  irrationality. Here is undeniable evidence 
that the stock market does, ever so often, take mispricing of company's stock prices 
into realms of excess.  

I have not been able to find an antonym of what we investors call a "Bubble". A 
term which is generally used to describe an extreme inflation in the share price of a 
company. But the share price behaviour of Brightcom Group, will definitely be 
used as a textbook example to explain what the opposite of a Bubble scenario 
looks like.  

Long has this company been the subject of extreme pessimism, long has it been 
accorded many undeserved labels of disrepute. This was done mostly by people 
who lack proper understanding of its inherent value and even its business. They 
fail to see the wonderful growth story achieved by young entrepreneurs who came 
from very humble backgrounds, without any financial backing from any 
established corporate godfather. But with the vision, ambition and dedication to 
start their own business, and to make it a success. The cynics, who lack the ability 
to see the company beyond the stock price, allege foul play and cast aspersions, but 
the righteous keep on working and toiling. They are committed to achieving 
greatness. They know that their path lies in working towards a prosperous future. It 
is the future which shall deliver proof of this company's exquisiteness.  

The Future is bright and it belongs to Brightcom!! 

Harbeer Singh Chadha 
December 2020 

harbeerchadha@gmail.com 
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INTRODUCTION TO THE THIRD EDITION 

Benjamin Graham, the father of the Value Investing, professed that while 
analyzing, it is better to view a company as an ongoing motion picture rather than 
as a still image. Since my last report, the Brightcom Group motion picture has 
turned into a very interesting and inspiring story. A story of Success, a story of 
fighting against odds, of resilience, of facing hardship & condemnation head-on, of 
surviving & winning. A story of Leadership in tough times. The BCG team has 
weathered torrential storms of external forces that would have forced many an 
entrepreneur to accept defeat. But they have survived. And now they are ready to 
thrive. Today they are battle hardened warriors who are hungry for their next 
mission.   
 
What started as a greeting cards website in 1998 is today a Fortune 500 company. 
Since my last report, Brightcom Group has been featured amongst the Top 500 
companies in India, in the much coveted Fortune 500 list, for the third year in a 
row. Current year ranking places BCG at no.400. (Source: Fortune India)  
 
It claims pride of placement in this honored list, ranking above many well known 
and well respected names of the Indian corporate world. If the same ranking had 
been on the basis of Net Profit, rather that Gross Revenue, Brightcom would 
have been placed even higher (FY2020 revenue reached nearly Rs.2,700 Crores 
and Profit Before Tax was at Rs.617 Cr).  
Also, Economic Times prepares the annual ET-500 list of 500 of the best Indian 
companies with good fundamentals and which have future-ready businesses. 
Brightcom has been included in this honored list two times in a row now. For 2020 
it has improved its ranking to no.420 from no.449 in the previous year. (Source: 

ET.com) 

The inclusion of Brightcom amongst the best of the best coincides with the 
company having completed 20 years of successful existence. Mr. Suresh Reddy 
deserves to take a bow. One is excused of being pleasantly surprised upon realizing 
that a company which is in such a new-age high-tech business, is in fact running 
into the second decade of its existence. But make no mistake, this is a company 
whose best is yet to come.       Harbeer Singh Chadha 

December 2020 
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INTRODUCTION TO THE SECOND EDITION  
 

Very significant developments have happened with the company Lycos Internet 
Ltd., since I published my last report. Also, I received a lot of intelligent feedback 
from fellow researchers & investors with regards to the observations and concerns 
contained in my previous report. Certain fresh updates and rejoinders given by 
known and unknown sources have helped me gain more clarity about this 
company. Keeping these latest developments in mind, I thought it appropriate that 
I must update this research paper and its relevant sections. 

The bullet points of the major developments which are most pertinent are : 

 
► The Daum issue w.r.t. acquisition of Lycos Inc. has reached 
 finalization. Shareholding apportioning the $36 Million
 disputed amount or 56% of Lycos Inc. (USA) has been rolled 
 back to Daum (The seller). 

 
► The parent company, retains the balance 44% in Lycos Inc. 
 (USA) The upside is that the ambiguity regarding this $36 
 million outstanding stands cleared and is a big positive. 

 
► The parent company acquires a new name with a fresh and 
 young identity by changing its name to BRIGHTCOM 
 GROUP. This new brand enjoys instant recall in the Digital 
 Marketing space worldwide as it enjoys instant traction due to 
 the huge success of its Programmatic solutions and their 
 goodwill built on trust. 

 
Harbeer Singh Chadha 

July 2018 
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SNAPSHOT 

Stock Price: Rs.6.70/sh Enterprise Value : Rs 
377 Crores ($51 million) 

2020 EBITDA: Rs.803 
Cr 
EV/EBITDA: 0.47 X 

Market Cap:  Rs.341 Cr 
($46 million) 

2020 PBT: Rs.617 Cr 
($83.3 million) 

2020 EPS: 9.24/share 
P/E: 0.55        [Undiluted] 

 

2020 EBITDA 
 

Rs. 803 Cr 

EV/EBITDA 
 

0.47 x 

2020 PBT 
 

Rs. 617 Cr 

Earnings 
Yield 

(PBT/EV %) 

164 % 

PE  
[Undiluted] 

 

0.55 x 

 

INVESTMENT THESIS  

The company discussed in this paper is BRIGHTCOM GROUP Ltd. It is one of 
the few truly multinational Indian companies. They successfully operate in 24 
different countries, where local teams work seamlessly to provide digital marketing 
services to direct marketers, brand advertisers and marketing agencies worldwide. 
Its shares are listed on the NSE and BSE. The company has global operations with 
its headquarter located in Hyderabad, India. It is currently operating in 24 countries 
with around 460+ employees. In FY20, their consolidated turnover was Rs. 2,692 
Crores ($364 million) and Profit Before Tax was Rs. 617 crores ($83.3 million). 

The company, which was founded by two high school friends as USA 
Greetings.com, has now grown and evolved into a global digital AdTech 
organization, providing solutions for Internet and Mobile advertising. BrightCom 
operates as a facilitator that helps to connect advertisers and publishers i.e. 
websites willing and wanting to sell advertisement space on their Internet and 
mobile properties and assets. 

Their proprietary technologies and teams of trusted advisers across the globe are an 
entry point for all the best that the world of programmatic digital marketing has to 
offer. Brightcom's worldwide team focuses on the needs of both publishers and 
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advertisers offering them high reliability, fraud protection, premium traffic, quality 
assurance and exclusive media opportunities. 

 
 

 
 Suresh Reddy 

 

 
 Vijay Kancharla 

 

THE MANAGEMENT'S STORY  

The company was co-founded by Mr. Suresh Reddy and Mr. Vijay Kancharla; and 
they both continue to actively manage the company even today. 

After earning his undergraduate degree in Mechanical Engineering from IIT - 
Kharagpur (1985 - 89), Suresh, went to pursue his Masters in Engineering from 
Iowa State in the US (1989 to 1991). He started his career with AM General Inc. 
the maker of the Hummer vehicles in Detroit, which at that time was hiring for 
contract manufacturing of the M1 Abrams Tanks being used in the Gulf War.  

He then worked for Caterpillar and Chrysler, where he worked on the Dodge Ram 
truck as part of the structural testing team.  Finally the software bug bit him when 
Vijay Kancharla, his childhood friend and now Co-Founder & CIO of Lycos 
Internet Ltd., who after having completed his Master of Science from University of 
Louisville, was working in the Bay Area of San Francisco, called Suresh over and 
asked him to interview for his old job at Pacific Bell, which he did and was offered 
11/2 times his current salary. 

Once in the Bay Area, Suresh and Vijay started meeting more often and discovered 
a shared desire to start something of their own. 

Entrepreneurialism is an infectious phenomenon in the US and this created an urge 
and restlessness within them which could not be satisfied in a secured job.  
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They used to bounce ideas off of each other and saw an opportunity in the business 
of greeting cards. At the time it was a big industry and the culture of sending 
greeting cards was very prevalent, especially in the US. Their survey revealed that 
the greeting cards business was a $1 billion industry. At first they wanted to get 
into printing of physical cards where they would get them printed in India and sell 
them in the US. But they could not get the logistics in place in time for the holiday 
season.  

By then the Internet connectivity had improved from a speed of 28 kbps to the 
faster bandwidth of 56 kbps, which meant that high quality images of 800x600 
resolution could now be viewed using the internet, and were all the rage. So, 
instead of venturing into physical cards, they ventured into the virtual space and 
using their software knowledge they started USAGreetings.com. The smart idea 
behind the name of this start-up was to give it the a public perception of an 
American company. 

 Thus started their entrepreneurial journey. 

In 1997, Suresh moved from Pacific Bell to Charles Schwab. Meanwhile, the 
whole internet phenomenon was gaining momentum and there was a lot of buzz 
about dot com companies. Their small project started to get very popular and the 
exponential traffic build up mandated them to shift to their own servers. 

They realized that they needed professional designs for the greeting cards and that 
their own photographs would no longer cut it. So they set up a small design team at 
their hometown of Hyderabad, India. 

Suresh finally quit his job in 1998 when the business had gained considerable size 
and now required his fulltime attention. Also, at this time the business was 
remunerative enough to sustain the living expenses of their families. 

By 2000 their team had grown to 25 people in the Hyderabad and 8 people in the 
San Francisco office. Also, at this time they saw that the euphoria around dot coms 
was reaching fever pitch and was bound to slow. They introspected and thought of 
how they could go ahead and make meaningful sustainable growth. 

While USAGreetings.com was still active, they changed the name of their 
company to Ybrant Technologies and decided to shift focus on providing Rich 
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Media platforms for greetings in the year 2000. As they ventured further into the 
market their perspective shifted from an engineer's mindset to a businessman's 
mindset. They went and saw what people wanted. 

This shift in perspective revealed to them that there is a big need for advertising. In 
response to this feedback, they made the core of their company digital 
advertisement. They offered Ybrant as a service to run advertisement, to deliver, 
track and get feedback to advertisers. 

As the advertising space grew so did their business. They became a fast growing 
US company with backend operations in India. They were able to grow their client 
base to 150 firms in the US, mostly comprising of Ad agencies and AD Tech 
companies serving advertisers.  

This experience revealed to them that although they were doing a lot of the heavy 
lifting i.e. the back end work and creating the technological framework, their 
clients were in-fact growing faster than them. 

Not being satisfied with being only an outsourcing company, they wanted to be in 
the forefront as they could then properly leverage their self-acquired know-how of 
the business. 

With the intention to consolidate and grow further, in 2006 - 2007, they 
approached some of their clients with an offer to take over their business.  

They were able to convince 3 companies 1. AdDynamix based in LA ; 2. Volo MP 
also an American firm whose owner was based in Serbia & 3. Medios One another 
US based Digital marketing company. The only problem was that they did not 
have the required cash.  

Based solely on the credibility that Ybrant had earned over many years of dealing 
with them, the sellers agreed to the deal which included an upfront payment of 
10% with the promise to pay the rest within the time specified. 

On being asked what if they are unable to pay, Suresh and Vijay promised that in 
that event, the sellers could keep the 10% already paid and their companies would 
also be rolled back to them. They undertook the entire downside risk for 
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themselves while for the seller it was a no loss deal. This is called sticking your 
neck out and this is what being entrepreneurial is, at its core. 

At the time of doing the deal, their revenue was below $10 million. With the 
combination of the acquisitions it jumped straight to $25 million with $6 million in 
profits. 

They had a time of 6 months to come up with the money so they got to work trying 
to raise $12 million and met with a number of funds.  

They were able to strike a deal with a fund which was keen on Indian businesses 
called Sansar Capital. But they said that their minimum ticket size was $20 million, 
which is what they were offering to give Ybrant. Thus, they were able to secure 
their first ever fund raiser.  

This is how the back-end technology company suddenly came to the forefront, and 
the Ybrant team led by this young IIT boy and his childhood friend took the leap 
from being just an Indian back office operation to the forefront of the Digital 
AdTech world. 

At this time they changed their name from Ybrant Technologies to Ybrant Digital. 
They repositioned themselves by participating in a number to AdTech shows the 
world over even sponsoring a few of them. 
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Once they stepped into their client's shoes they learnt many new sides of the 
business. They realized that more than 50% of the traffic was coming from outside 
the US. This meant that they had to explore other geographies. 

Looking for an internationally focused digital advertising company, they acquired 
a company in Israel, again with the same deferred payment promise. Post which 
they went on to acquire more companies and raise more funds from PE firms like 
GE Asia Pacific, Oak Investments, Venus Capital, etc. as they went along. 

But their journey from a small $5 million company to the current nearly $400 
million, has hardly been a scenic route. They have encountered numerous obstacles 
and have made several mistakes. 

In 2012, the company did a reverse merger when they acquired LGS Global Ltd. a 
BSE listed company which was a mobile and cloud computing based developer. 
This acquisition hit considerable roadblocks as the merger required permission 
from the Andhra Pradesh High Court, which took a considerable amount of time. 
This silent entry into the public domain also deprived them of the widespread 
recognition which usually comes with a grand IPO and lofty valuations. 

In a grand attempt towards reaching the global stage, Suresh and team acquired 
Lycos Inc. in 2010. The expectation while acquiring Lycos was that it would give 
them instant recognition with clients as the brand "Lycos” had a blue-blooded 
pedigree in the tech hierarchy. (More on that below) 
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As of today the serial acquirers seem to be taking a breather as they nurse the 
indigestion of their acquisitions. Still, in their 10 years of organic and inorganic 
growth, they have managed to establish a solid footing in the USA, South America, 
Israel and a few other countries in Europe. 

The flow of fund raising and acquisitions resulted in a euphoric environment 
within the company and resulted in inevitable mistakes. 

Post the LGS Global acquisition, they took a hit of Rs 150 Cr ( $20.3 million). 
Majority of the receivables had to be written off as the debtors turned out to be 
uncollectable, whereas the liabilities were real. They are still nursing a legacy debt 
owing to the LGS acquisition. They have been paying down this debt through 
internal accruals and as per my latest information it is now down to Rs 16 Crores 
($2.2 million).  
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CURRENT GLOBAL SET UP AND THEIR SUBSIDIARIES  
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AD-TECH INDUSTRY OVERVIEW  

What is Digital Marketing?  

The most elementary definition is that digital marketing is the marketing of 
products or services, like cars, websites, games, hotels, US Presidential candidates, 
etc. using mostly internet based communication channels to reach target 
consumers. Digital Marketing uses the virtual media platform with the objective to 
promote seller's brands amongst the target audience. 

As more and more human eyeballs are detaching from traditional media, like 
newspapers and TV, towards mobile telephony and the digital space, this is 
resulting into a rapid digital migration and hence value migration for the entire 
advertising industry.  

The availability of hi-speed and reliable internet connectivity, coupled with lower 
costs of connectivity, has tremendously increased the number of connected devices 
and consumers who are now looking towards self-service of on-demand 
entertainment, news and other services. 

This mega-trend has hardly come as a surprise to the advertisers of the world, as 
the share of the global digital advertising has been growing at double digit CAGR 
over the past many years and has continuously surpassed expectations. It is now 
expected that the digital advertising industry would cross $300 Billion by 2020-21. 
It is well on its course towards reaching a major tipping point over the next few 
years, when it is likely to exceed global TV advertising for the first time ever.  

The advent of the new 5G mobile network, with download speeds upto 10 Giga 
bits per second, will enable more and more devices to get connected to the internet. 
As Connected-TV's replace Cable, the entire topography of the advertising world 
shall be altered forever. This new "Internet - Super Highway" will lead us towards 
the next frontier of economic growth.  

Within the overall global expansion of Internet advertising, mobile advertising - 
comprising of mobile display, search and video - will be one of the major growth 
stories through 2022. Together it is projected to grow at a CAGR of >18% and can 
potentially reach an industry size of >$300 billion as mobile internet usage 
increasingly becomes ubiquitous in consumer's lives. 
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BUT WHERE DOES AN AD-TECH COMPANY FIT INTO THE WHOL E 
DIGITAL ADVERTISING LANDSCAPE AND WHAT ROLE DOES A 
COMPANY LIKE BRIGHTCOM PLAY?  

Turns out that their role is very important one. 

Ad-Tech companies like Brightcom are the invisible force connecting the two 
ends, i.e. the advertiser and publisher (i.e. the website or App). The ad-Tech 
company plays a crucial and highly significant part in the entire transaction. 
Without Ad-Tech, companies like Google and Facebook would never reach the 
bazzillion dollar revenues which they collect every year. It would be absolutely 
correct to say that both Google as well as Facebook are also Ad-Tech companies. 
Revenue from AdTech operations, constitute a very important part of their whole 
enterprise amongst other verticals of course. 

Ad-Tech can be described as an umbrella term, which includes every component of 
the Digital Advertising Technology. It includes all the software tools used by 
advertisers, ad-agencies and every other participant, for managing their 
advertisement campaigns online and (for people selling ads) for monetizing their 
digital real estate. 

It all began sometime in 1994 or thereabout, when the first banner ad was 
displayed on the internet. The very first banner ad was bought by AT&T and was 
placed on the website HotWired.com. Believe it or not, people clicked on it like 
crazy. It is estimated that 44% viewers clicked this first banner. That ad set off a 
chain reaction which altered the advertising industry forever. 

From that point of time, till today, there has been a tsunami of technological 
advancements. Google AdWords was launched in the year 2000 and is now known 
as Google Ads. It is the main source of earning for Alphabet Inc., contributing 
$135 Billion to their 2019 revenue. More than 80% of Google's entire revenue is 
from digital advertising. 

Today, the fact that the whole transaction of offer, bidding, auctioning and ultimate 
placement of the advertisement, happens in less time than it takes for you to bat 
your eye lids, is proof of the level sophistication and advancement at which the 
digital advertising technology functions. In the time it took you to read the 
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previous sentence, millions of ad impressions would have been processed by 
programs all over the world, which are being run and managed by companies like 
Brightcom.  

It is the job of AdTech companies such as Brightcom, to manage this technology, 
and to keep the fire burning. 

Three important takeaways about the functions of an AdTech company: 

1. It helps advertisers squeeze the most advantage out of their ad campaign, by 
targeting their message towards the highest value viewers, while ensuring 
that they are not cheated by fraudulent programs. 
 

2. They enable publishers (sites & apps selling advertisements) to sell their 
inventory at the highest possible price and also to protect them from scam & 
unwanted broadcasters. 
 

3. They help the entire advertising network by playing virtual match-makers, 
between publishers & advertisers, and later managing their campaigns in the 
best possible way. 

 

Data is the new Oil. But oil is simply thick goop unless it goes through a refining 
process which converts it into fuel. Similarly, data on its own is of little value. The 
refining process of data is provided by technology driven by Artificial Intelligence 
& Machine learning. 

Brightcom deploys technology based on AI & ML where machines having 
capability to process data, at a rate which is multiple times faster that the human 
brain. This helps to analyze very large amounts of data, almost instantly, which in 
turn can more accurately predict the result and the path that an individual would 
take to make a purchase on the internet, whether it is a coffee machine, a video 
game or an OTT subscription.  
 
These guys are indispensible. Without AdTech working its magic, there can be no 
digital marketing. Without digital marketing, there can be no free internet browsing 
for you. Imagine paying $5 every time you watch a Youtube video. 
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There is a long and very detailed explanation about the AdTech business which 
was released recently the guys at Brightcom. Do read it to get a better 
understanding about everything AD-Tech (you can find it here ). 
 

THE FUTURE IS ALREADY HERE  

The future of Ad-Technology is already here. Advertisers are increasingly using AI 
& ML based data analysis to place video and image ads, which are targeted with a 
high degree of precision to derive the most value for every dollar spent. As more 
and more devices are getting connected to the internet, the digital marketing 
technology is at the forefront of it all and companies like Brightcom are ready to 
ride this trend.  

The humble corporate website has transformed from being just a web address 
mainly used to convey the corporate message, into a major revenue source to 
advertise products and services. The world has just begun to understand the power 
and potential of e-commerce.  

Today, there is virtually no industry which has not been transformed by the 
explosion in adoption of digital technology, in addition to the creation of many 
new industries within itself. 

The consumers, people like you and me, have an almost insatiable appetite for 
digital content. Youtube reports that its users watch 1 billion hours worth of videos 
every day. The race to engage internet users and to convert them into customers is 
always going on at a supersonic pace. This ability to engage customers across the 
various steps of the journey is critical for companies, especially in the broader 
consumer brand sector. Companies the world over are dedicating significant 
portions of their entire cost base towards developing and constantly improving this 
ability. This is where companies like Brightcom prove to be of immense value for 
these global companies.  

THE GLOBAL RETAIL LANDSCAPE  

The entire global retail commerce market (both online & off-line) is estimated to 
be a massive $25 Trillion in 2019. Out of this humongous pie, the E-Commerce 
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market represented a comparatively "small" $3.5 trillion. Despite the explosive 
growth that e-commerce has witnessed over the past decade, the majority (85%) of 
the global retail commerce market is still captured by physical stores, or the brick 
and mortar stores. It is expected that the global retail E-commerce market will 
grow at a CAGR of 17% between 2019 and 2023 to $6.5 trillion in annual sales. 

AMID THIS GLOBAL SURGE IN E-COMMERCE, DIGITAL 
MARKETING WILL CONTINUE TO GROW PHENOMENALLY FAST 

It would be an understatement to say that the digital display advertising market 
presents a huge opportunity for growth. The rise of so called "Unicorn start-ups" 
which are majorly in the online space is not without reason.  

The global digital ad spending was a massive $310 billion in 2019. Out of this, 
Search Advertising comprised $139 billion and display advertising accounted for 
$170 billion. Display advertising is expected to grow by a CAGR of 12% through 
2023, when it is expected to reach $272 billion. The growth in display advertising 
is expected to rise at a faster rate than search, aided by rapid rise of mobile internet 
usage and the continued proliferation of free content across the Internet, especially 
video content including content consumed on social media platforms.  

Google and Facebook are the two obvious behemoth corporations of the digital 
marketing industry. Together they capture approximately 70% of the total digital 
ad spending worldwide, while time spent on these two platforms was only 50% of 
the total time spent online. This disparity between %age of time spent v/s %age of 
total revenue, presents a very lucrative opportunity. It means that the other area of 
the digital landscape (Non Google & Facebook), where the internet users are 
spending an equal amount of time, captures only 35% of the digital advertising pie. 
There is definite scope to improve this under monetization.  

 

THE FUTURE IS IN OUR HANDS  

Today the use of handheld devices, smart phones and tablets, have penetrated deep 
into the inner sanctum of core human habits. It is one of the few new habits which 
we as human beings have incorporated into our daily lives over the recent decade. 
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Our handheld device is the connector which we use to plug-in to the rest of the 
universe, and we are increasingly becoming more and more dependent on it.  

This is driving the rapid growth of global mobile commerce. Mobile retail 
commerce aggregated to $2.3 trillion globally in 2019. It is expected to grow at a 
CAGR of 21% between 2019 to 2023. Mobile ad spending represented $241 
billion in 2019 and is expected to grow at a CAGR of 14% through 2023 to reach 
$402 billion in size. 

As digital advertising becomes an everyday term, the difference between 
commerce and e-commerce is eroding at a very rapid pace. Today, all commercial 
companies and consumer brands require a strategic partner who is able to deploy 
the latest in sophisticated tech (AI & ML based data crunching), and process ever 
increasing mountains of data into understanding the consumer's intent. This is a 
crucial step while trying to refine all that raw data into relevant, actionable and 
measureable results in real time and at the required scale.  

Large businesses are increasingly seeking global advertising partners whose 
interests are aligned with theirs, rather than being in conflict with them. A partner 
who is able to provide comprehensive offerings which are effective across multiple 
geographies and have the technological capability to drive trusted, impactful and 
measureable business results.  

This is what Brightcom Group does. 

 

BRIGHTCOM GROUP LTD.  

Company Overview 

Brightcom is a global technology company powering the world's marketers with 
trusted, impactful advertising. They deliver measureable business results at scale 
helping achieve multiple marketing goals for retailers and brands through their 
proprietary platforms. They offer digital marketing solutions to businesses, 
agencies and online publishers worldwide. They connect advertisers and publishers 
with their audience across any form of digital media using their local presence to 
deliver appropriate messages to the right target audience, through the most relevant 
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digital channels. It services businesses, ad agencies and online publishers 
worldwide in meeting their Digital marketing needs.  

It serves between 35 to 40 billion impressions every month across the Web and has 
a global presence in 24 countries including the US, Israel, Argentina, Brazil, Chile, 
Uruguay, Mexico, the UK, France, Germany, Italy, Ukraine, Sweden, Serbia, China, 
Thailand, Panama, India, Emirates, Russia and Australia, and with representatives or 
partners in Spain, South Africa, and The Netherlands.  

In FY 2020, Brightcom achieved a consolidated turnover of Rs.2,692 Crores (ex-
Lycos Inc.) vs Rs.2,577 Crores, (Incl. Lycos Inc.) and before tax profit of Rs. 617 
crores v/s Rs. 609 Crores in FY 2019. 

 

1. Indian Operations 

The Indian operations of the company are based out of the IT city of Hyderabad 
and contribute 17% of the 9 months revenue for FY2020. Their Indian operations 
provide global IT Implementation and outsourcing services to their worldwide 
team and clients. The Indian operations on a standalone basis function as the 
technological backbone to their global set up from where they provide services 
such as software development and end-to-end enterprise solution offerings.  

 

 

2. BRIGHTCOM - Worldwide. 

Brightcom comprises of fourteen technology companies worldwide operating from 
22 office locations and has employee strength of 463 people.  
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The Brightcom team is spread worldwide. It brings together the technological 
platform and the human knowledge to provide propriety programmatic solutions to 
publishers, advertisers and anyone looking to exploit the digital ad world. It 
services businesses, ad-agencies and online publishers worldwide in meeting their 
digital marketing needs. 

They have developed a number of proprietary products, under multiple brands 
which are deployed towards achieving various different needs of their worldwide 
clients. 
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India has become an attractive destination for many companies looking to tap into 
the growth potential. It is estimated that the Indian ad tech market, with a market 
size of USD 304.9 million in 2017 will likely grow at a CAGR of 39% to USD 808 
million in 2022. As digital advertising and in turn programmatic ad spend will 
grow at a rapid rate, it will help drive growth of the ad tech market. Retail, digital 
payments, gaming, travel, hospitality and e-commerce are the prime verticals 
contributing to the market growth currently. However, less than 10% of Indian 
internet users today are active (that is those who make a purchase at least once a 
month) e-commerce customers. This makes it more challenging landscape for 
marketing tech to be able to discern the users who have the highest propensity to 
transact online. The potential can be judged by the slew of investments coming in. 

Company 
Name 

Sub-Verticle Investor's Name Amount 
USD million 

Flipkart E-commerce 
Marketplace 

Softbank Group 2,500.0 

Microsoft, eBay, 
Tencent Holdings 

1,400.0 

Naspers 71.0 

Bennett Coleman 
& Co. (BCCL) 

38.7 

Total Investments 4,009.7 
Paytm Mobile Wallett & 

E-commerce 
Marketplace 

Softbank Group 1,400.0 
Alibaba 200.0 
Total 
Investments 

1,600.0 
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Reliance JIO Telecom, 
E-commerce 
marketplace 

Facebook 5,809.9 
Silverlake 754.0 
Vista Equity 1,515.0 

 General Atlantic 879.0 
KKR 1,515.0 
Mubadala 1,212.0 
Silver Lake 606.2 
ADIA 757.8 
TPG 606.0 
L Catterton 252.6 
PIF 1,515.0 
Total 15,422.50 

 
CUSTOMER PROFILE  

Their customers include various Ad Agencies, publishers and direct advertisers.  

The following are a few of the customers: 

 
DIVERSIFIED CUSTOMER BASE 

While evaluating any company as an investment candidate, I pay a lot of attention 
to the customer concentration risk. It is always desirable to have a large number of 
customers rather than being dependent on a few big ones. This is what is termed as 
"Bargaining Power of Buyers" in the Porter Five Forces Model for business 
analysis.   
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Here, Brightcom scores very favorably as it has a highly diversified customer base. 
The Top 10 customers within each subsidiary represent less than 45% of revenue 
for the company. The only exception being the Indian subsidiary. 

 

Brightcom Voted As One Of The 10 Best Alternatives To Google's Adsense for 2020 

Google's ad network, AdSense, is the market leader in ad monetization. But having majority of 
the market has its own drawbacks. Brightcom has recently been voted as one of the 10 best 
alternatives to Google's AdSense by the website MonetizeMore.com. (Source)  
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infected by malware without the knowledge of the owner. A study jointly published by the ANA-
White Ops estimated the cost of bot fraud to be USD 6.5 billion in 2017.  

Ad Stacking: Ad stacking is a scenario where multiple ads are stacked one above the other. 
Only the ad on the top of the stack will be visible but all other ads of the stacks will be counted 
for ad impressions.  

Ghost Sites: These are fake websites that are built in by fraudsters based on information from 
other available websites. These websites enter the RTB process through ad networks or ad 
exchanges and thus make deals with advertisers. When ads appear on these sites, bots perform 
click fraud and the advertiser pays based on cost per click.  

Fake Installs: A fake install is accomplished by fraudsters who use device emulation software in 
virtualized environments (on server hardware) to do fake installs. The aim is to claim advertising 
revenue. Fake installs defraud everyone along the advertising chain taking money away from 
advertisers, publishers and networks.  

Click Injection:  Fraudsters publish a low-effort Android app which uses something called 
“install broadcasts” which can detect when other apps are downloaded on a device and trigger 
clicks right before the install completes. The fraudster will receive the credit for (typically 
organic) installs as a consequence.  

Click Fraud /Spam: Click spam happens when the fraudster executes clicks for another person 
in his device without his/her knowledge. In this case, the ad would not have been displayed or 
clicked on.  

Domain Spoofing: Domain spoofing happens in two ways. a. When a user unknowingly clicks 
the download button by mistake and downloads an application that is infected by malware. The 
malware thus takes control of the web browser and starts injecting ads that are unwarranted for. 
b. Fraudsters gain access to the ad code of a publisher, delete the code and replace it with another 
domain identifier. Advertisers might think they are buying top-tier inventory but will have their 
ads published on unwarranted websites.  

Compliance Fraud: The identity fraud happens when the ads are served in the wrong 
environment or format or against the agreement with the advertiser. Since the ads are not served 
to the targeted audience, they do not generate any revenue.  

Pixel Stuffing: Pixel stuffing is the process of serving any ad on a 1 by 1 pixel frame. This 
makes the served ads invisible to the human eye. 

Ad-TECH AND DATA PROTECTION  

The European Union’s (“EU”) General Data Protection Regulation (“GDPR”) is a 
legal framework that sets guidelines for the collection and processing of personal 
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information of individuals within the EU. The GDPR sets out the principles for 
data management and the rights of the individual, while also imposing fines that 
can be revenue-based. The GDPR covers all companies that deal with the data of 
EU citizens. GDPR became effective across the EU on May 25, 2018. 

Brightcom was one of the few companies to become 100% GDPR compliant even 
prior to the effective date. 

 

 

FINANCIALS OF THE SUBSIDIARIES  (From the FY 2020 Annual Report) 

In 2018, the company took the very intelligent and opportune decision to acquire 
the "Brightcom" name for their overall corporate identity. This has helped them in 
presenting a unified, high grade identity to the world. They can now leverage the 
"Brightcom" brand identity to attract and retain Clients as well as high quality 
workforce.  

Their Israel subsidiary, Online Media Solutions Ltd., contributed 39 % of their 
consolidated revenue for 9 months of FY2020. 

Online Media Solutions Ltd. - Israel numbers for the year ending March 2019 
are: 
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 INR USD 
Turnover: Rs. 1020.83 Cr $138 million 
Profit before tax: Rs. 254.45 Cr $34.4 million 
     

 

Australia Operations for year ending March 2019 

Max Interactive Pty Ltd. 

 INR USD 
Turnover: Rs. 82.68 Cr $11.2 million 
Profit before tax: Rs. 16.74 Cr $2.26 million 
 

South America Units: 

For year ending March 2019:Dream Ad-Argentina 

 INR USD 
Turnover: Rs. 217.81 Cr $29.43 million 
Profit before tax: Rs. 63.32 Cr $8.55 million 
Dream Ad-Chile 

 INR USD 
Turnover: Rs. 91.02 Cr $12.3 million 
Profit before tax: Rs. 27.61 Cr $3.73 million 
 

Dream Ad-Panama 

 INR USD 
Turnover: Rs. 60.42 Cr $8.16 million 
Profit before tax: Rs. 21.58 Cr $2.9 million 
 

Get Media-Mexico 

 INR USD 
Turnover: Rs. 47 Cr $6.35 million 
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Profit before tax: Rs. 16.70 Cr $2.25 million 
 
Dream Ad - Uruguay 
 INR USD 
Turnover: Rs. 22.03 Cr $2.97 million 
Profit before tax: Rs.0.68 Cr $0.09 million 
Ybrant Digital Servicos De Publicidade Ltda. - Brasil 
 INR USD 
Turnover: Rs. 72.25 Cr $9.76 million 
Profit before tax: Rs. 27.91Cr $3.77 million 
 

US Operations 
Prior to last year, Brightcom used to include revenue of 4 USA subsidiaries, but 
post settlement of dispute with Daum, one subsidiary i.e. YMA Inc. has been 
excluded from the consolidated numbers. The numbers of remaining three 
American entities for the year ending March 2020 are:: 
 
Dyomo Corporation 
 INR USD 
Turnover: Rs. 197.16 Cr $26.64 million 
Profit before tax: Rs. 62.22 Cr $8.4 million 
 

Frontier Data Management Inc. 
 INR USD 
Turnover: Rs. 298 Cr $40.27 million 
Profit before tax: Rs. 94.95 Cr $12.83 million 
 

International Expressions Inc. 
 INR USD 
Turnover: Rs. 115.5 Cr $15.60 million 
Profit before tax: Rs. 24.27 Cr $3.27 million 
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Ybrant Media Acquisition Inc. 
 INR USD 
Turnover: Nil Nil 
Profit before tax: Nil Nil 
 

The last company in the US list was an SPV for the acquisition of Lycos Inc. 
which was a negotiated purchase from the seller i.e. Daum - a South Korean 
company. 

The transaction hit a rough patch about the initially negotiated purchase price 
which is the reason that the SPV i.e. Ybrant Media Acquisition Inc. (YMA) 
voluntarily filed for Chapter 11 Bankruptcy Protection in the year 2016 after it was 
ordered to pay a $34 million in an arbitration award.  

This Chapter 11 filing was done on legal advice meant to be a kind of temporary 
stay order against the arbitration award, until the dispute was settled through 
negotiations.  

The Indian markets, not being aware of the legal technicality and implication of the 
Chapter 11 filing, saw the worst in it. The company got the undeserved distinction 
of a "Bankrupt Company" which was completely opposite to its factual position. In 
any mature market, where such legal measures of protection are well understood, 
the same step would have been accepted as an intelligent business move.  

 

However, one does not expect the management of the company to make it their 
mission to tutor the ignorant class in international business tactics. I would much 
rather prefer that they spend their time growing and protecting their business, 
which is exactly what Mr. Reddy and his team have done.  

Later in second half of 2017, as the negotiations progressed they voluntarily exited 
Chapter 11 protection.  

In my previous report I had written at length about the history of brand LYCOS 
since its inception in Carnegi Mellon University by Michale Mauldin, its $12.5 
billion sale in 2000, right up to its ultimate acquisition by Suresh Reddy and team 
in 2010. Those interested may kindly look up my previous report, or email me for 
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the same. I have not included that section as that issue is now in the past and what 
matters is the future. 

 

FUND RAISING OF Rs.260 Crores HAS BEEN ANNOUNCED VIA ISSUE 
OF 34 CRORE CONVERTIBLE WARRANTS   

In its latest announcement dated 04.12.2020, the company has informed the stock 
exchanges that it plans to raise funding upto Rs.260 crores via issue of 34 Crore 
convertible warrants at a price of Rs.7.70/share each on a preferential basis, subject 
to necessary approvals.  

Although, the exact deployment and purpose of this much needed funding will 
only get clear by the management in the due course, this fund raising comes at a 
very opportune time for the company and should be highly beneficial for its 
business. It is also in line with the vision of the future growth of the company 
which Mr. Suresh Reddy has been sharing with the investors during the regular 
conference calls. 

The issue of convertible warrants has been structured in a way that the warrant 
holders will pay 25% i.e. approx Rs.65 Crores upfront. The balance shall be 
payable on or before the expiry period viz. 18 months from issue date. 

Once, and if the warrant holders exercise their right to convert the warrants into 
equity shares, they shall pay the remaining 75% i.e. Rs.195 crores and fresh 34 
crore equity shares shares shall be issued to them. This will result in significant 
equity dilution. 

The current equity base of 50.76 crore shares shall stand expanded to 84.76 crore 
shares which is a 67% dilution. How this dilution plays out in the eyes of the stock 
markets has to be seen. The cash infusion of an amount which is greater than the 
entire market cap of the company is unprecedented.  
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CONSOLIDATED FINANCIALS:  

BCG's acquisition spree had an incredible multiplier effect on the consolidated 
earnings of the company. The group's turnover more than quadrupled between FY 
2010 and FY 2013, and in FY 2015 it was six times of the FY 2010 figure.  

During the 5 year period ended FY2015, their PAT had grown by a mind boggling 
10X multiple.  

 

Over the 10 years period, their revenue mix has also changed. From a 50:50 split 
between Digital Advertisement and Software it has now transformed to 80% 
Digital Advertising and 20% Software. 

On a 10 year basis the revenue CAGR has been an impressive 24% but over the 
previous 3 year period the growth is a muted <5% .  

The earnings growth over the previous 5 year period, ending FY2020, is subdued 
in comparison to the rocket like growth they had been recording. The profit CAGR 
is an impressive >32% over the previous 10 year period which has slowed 
somewhat in the past 5 year period to 15% CAGR. 

The company has been Cash flow positive in the previous five years despite having 
made significant investments in developing their in-house technological 
infrastructure.  
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10 Year Cash Flow 

 

 
 
 

DEBT REDUCTION HAS BEEN COMPLETELY FROM INTERNAL 
ACCRUALS  

The company has been regularly paying off the debt outstanding and as per the 
latest update it now stands at an insignificant level. In fact the company is virtually 
Debt Free.  

Two facts are noteworthy on this front. 

俶 1. The entire debt has been paid off purely from internal accruals. 
  

俶 2. The company has not starved its multiple subsidiaries of working capital 
which shows in the low but consistent level of earnings growth. 

As on Sept 2020 end, the company reported total reserves of Rs. 2,898 Crores 
whereas their debt is an insignificant Rs. 36 Crores.  

I would like to see some capital infusion into the company in the near future, 
which would have a highly beneficial effect in their earnings growth. 

The Settlement with Daum Communication 

Daum Communications (now named Kakao) and Brightcom have been negotiating 
a truce for quite awhile now. As per the latest communication released by BCG to 
the stock exchanges, both the parties have reached an understanding about how to 
put this dispute behind them, although the formal settlement is yet to be signed 
which has been delayed due to Covid-19 travel restrictions.  

In my view, considering the overall size of the BCG group, this particular issue is 
not really a risk factor of any considerable importance. Still, it is human nature 
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which yearns for confirmation in order to have some visible closure to pending 
disputes. It will be a big, even though symbolic, confidence building measure 
whenever it is finally done. 

 

THE OVERHANG OF SELLING BY VC SHAREHOLDERS IS IN TH E 
PAST 

Shareholders have been living with the constant oversupply of shares of BCG. One 
of the major reason for the depressed share price has been the overhang with 
regards to the impending selling of shares by VC funds. All that is now in the past. 
As per the latest shareholding pattern for the quarter ended September 2020, the 
shareholding of the FPI’s has reduced to an insignificant 0.23% 

While the good part is that the VC fund selling is now done with, the great part is 
that considerable over supply of the free float has been absorbed almost entirely by 
a massive population of retail shareholders. As per shareholding pattern ended 
September 2020, 63.24% of the shareholding is spread across 50,481 different 
shareholders. The most encouraging facet of this wide denomination is that the 
vision, incentives and outlook of the majority of this shareholder population is 
aligned with that of the promoters. 

The public perception about the fundamentals of the company are set to undergo 
considerable positive change. 

 

The Reliability Of The Consolidated Financials 

The Statutory Auditor audits the Indian operations and these constitute 20% of the 
Consolidated numbers. The entire net earnings stream is from the foreign 
subsidiaries.  

I have been informed that the Israel subsidiary which contributes 40% of the 
revenue is audited by one of the most respected audit firms. The US companies are 
also audited by an Audit firm based in New Jersy, NY.  
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Along with the Indian financial, this adds up to over 80% of consolidated revenues 
that are formally audited.  

This information allays the concerns regarding the Audit function.  

CONSOLIDATION OF FOREIGN SUBSIDIARIES  

Currently, the company has informed the shareholders that it is undertaking a huge 
restructuring exercise, which would see all its foreign subsidiaries consolidated 
under one single entity. Once accomplished, this will bring about an increased 
level of efficiency and managerial simplicity. As per latest reports released by the 
company, the process is already on course, and they have engaged a New York 
based consulting firm to help accomplish this massive restructuring effort. 

LOGIC BEHIND THE CURRENT VALUATION  

Market Cap. (As on 23.12.2020) Rs.341 Crores 
Book Value Per Share Rs.59 
Total Equity  Rs.2,826 Crores 
FY 2020 PBT Rs. 617 Crores 
EPS [Undiluted] Rs.9.31 
Price Earning (PE) 0.55 
ROCE 21.9% 
ROE 15.7% 
Net Profit to Capital Employed 15.57% 
Enterprise Value* Rs. 377 Cr 
Earnings Yield (PBT/EV %) 164% 

*(Enterprise Value = Market Cap + Total Debt outstanding) 

 

"Investing is most successful, when it's the most business like". 

This timeless gospel of truth professed by Benjamin Graham has been followed by 
the most successful investors the world over, including the most famous of them 
all Warren Buffett. 
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One does not need to have the vision of a financial genius to see what the business 
of Brightcom is worth. It does not take a fortune teller to correctly estimate the 
fantastic growth potential which lies ahead in the future of its business. Yet, this 
asset, the entire company, is being valued at less than its before tax earnings. 

There is a fundamental rule of commerce which has been followed for centuries by 
people of business. Since much before the point of time when the very first brick 
was even laid in the foundation of world's first business school, one simple metric 
of asset valuation was well established. The buyer calculates the time period for 
the return of his capital. How much time would it take the buyer of any asset to 
recover his entire investment from the earnings of that asset.  

This is the Cardinal law of Capitalism.   

Modern finance has propounded numerous esoteric theories in asset valuation, but 
this timeless principle remains unchanged. 

Based on Enterprise Value of Rs.287 Crores, this is an asset which is yielding a 
pre-tax return of 215% compared to a risk free pretax return of 5%.  

Considering a risk free ROI of 5%, the time taken to earn back your investment is 
15 years, whereas for this asset, the time taken to earn back the principal 
investment is less than a quarter of a year. 

As capitalists, we are paid for our risk bearing capabilities. I fail to see any definite 
causes for concern or any real risk which would demand a premium of more than 
200% for assuming the risk of owning this asset.  

 

PEER COMPARISON 

Since my last report, a company by the name of Affle India Ltd. has made its debut 
in the Indian stock markets. They came out with an IPO of Rs. 459 Crores in 
August 2019 and was oversubscribed a whopping 86 times. 

Truth be told, AFFLE India, although being the same business, is no competitor of 
Brightcom, either in terms of its size or scope of its business operations. 
Nevertheless, I have made a comparison below just so that readers of this report 
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get a perspective of the difference in valuations while comparing Brightcom to 
another company listed in the same market and in the same business. 

A more appropriate comparative analysis can be made with a company by the 
name of The Trade Desk Inc. which, like Brightcom, is also a data driven digital 
advertising company. This company is headquartered in Ventura, California and its 
shares are listed on the Nasdaq stock exchange (symbol: TTD). Investors in the 
TTD IPO in September 2016, at $18, have seen the share price jump a massive 50 
times (currently at $903 per share). 

Figures in 

INR [USD] 
Brightcom Group 

Ltd. 
Affle India Ltd. The Trade Desk 

(TTM Financials) 

FY 20 Revenue Rs.2,692 Cr. 
[$364 M] 

Rs.334 Cr.  
[$45 M] 

$732 M 

PBT Rs. 617Cr.  
[$84 M] 

Rs.79 Cr. 
[$10.6 m] 

$90.6 M 

Total Equity Rs.2,826 Cr. 
[$382 M] 

Rs.229 Cr. 
[$31 M] 

$612 M 

Total Debt Rs.36 Cr 
[$4.8 M] 

Rs.68 Cr. 
[$0.9 M] 

$370 M 

Book Value Per Share 
 

Rs.59 
[Undiluted] 

Rs.106 $ 14.64 

EPS  Rs.9.32 
[Undiluted] 

Rs. 32.35 $2.92 

Share Price 
(23.12.2020) 

Rs.6.7 Rs.3,883 $971 

Price Earning (PE) 0.71 
[Undiluted] 

120 332.35 

Enterprise Value* Rs. 377 Cr. Rs. 9,954 Cr $46 Billion 
Earnings Yield 
(PBT/EV %) 

164% 0.79% 0.19% 

Market Cap. (As on 
23.12.2020) 

Rs.341 Crores 
[$46 Million] 

Rs.9,886 Crores 
[$1.33 Billion] 

 $45.60 Billion 

 

The purpose of the above table is purely to analyze the degree of irrationality in the 
valuation which the market is giving to these companies, which are in the same 
business. The fact that Brightcom's before tax profit is almost double the entire 
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turnover of Affle is itself sufficient reason to not compare the two companies. It is 
not strictly a peer to peer comparison. 

The reasons could be numerous and it is not the motive of the current paper to 
explore that territory. Still, the following two factors come to my mind which 
explain the popularity of the smaller company.  

1. Affle Holdings Pte. Ltd. is a company incorporated in Singapore, whose 
subsidiary Affle (India) Ltd. i.e. the listed Indian entity. Amongst the 
numerous shareholders in the Singapore based parent company, there are a 
few big name investors. Microsoft Corp.  owns a minority stake through one 
of its subsidiaries. Bennett Coleman & Co. or The Times Group, which 
needs no introduction is also a shareholder. It is one of the biggest and most 
respected media houses in India. They publish the Economic Times, Times 
Of India, etc. Another shareholder is Mr. Sam Balsara, CMD of Madison 
Communication, ex-JWT. He is one of the most famous and well respected 
names in the advertising industry, both in India as well as abroad.  
 

2. A lot of organised effort went into marketing the Affle IPO. It was managed 
by two of the biggest merchant bankers in India, ICICI Securities as well 
Nomura Financial. 
 

 
Brightcom, then Lycos, entered the public market domain in 2012 through a 
process known as reverse merger with an already listed company i.e. LGS Global. 
The previously listed entity was itself unknown. The "public listing" of Brightcom 
went largely unnoticed by the financial markets in particular, as well as the broader 
masses in general. Also, one must admit that the association of certain 'Big Name" 
well known investors with any company has a huge sentiment boosting effect. This 
becomes especially true when the said company is a new and unknown name as it 
provides a seal of approval which is viewed very favorably by the collective 
public. The recent Facebook investment altered the sentiment of the Reliance 
Industries share prices, even though it was already the biggest corporation listed in 
India, even during the recent stock market crash caused by the Covid-19 pandemic.  
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The combination of two variables determine the stock prices of all listed entities, 
without exception.  
 

Market price Per Share   =  EPS  x  PE  
                      Multiple 
The EPS, or the earning per share is an accounting fact reported by the company, 
while the PE multiple is the premium which the market is willing to pay for every 
rupee which the company is earning today. This determines the valuation of the 
company in the stock market and this is where the collective emotions of the public 
frequently go crazy. Millions of books have been written in an attempt to explain 
exactly why market prices frequently run ahead of their fundamentals, or even the 
opposite, where the only prediction is doom and disaster. It remains unexplained.  
 
The frustration of this effort is what prompted the Isaac Newton to say :  

 
"I can calculate the motion of heavenly bodies, but not the madness of 

people". 
 
The fact that a genius of the stature of Newton is admitting failure and 
helplessness, we mere mortals should save ourselves the effort of even trying. But I 
do know this much, in the long run it is the primary consideration, i.e. the earnings 
of the company, which will ultimately determine the real value of any business. 
While the sentiment can turn in either direction, and does often goes into extremes, 
it is the inherent earning power and the earnings growth, which acts like a 
gravitational force for the share prices. 

You are welcome to draw your own conclusions from this above disparity, but you 
must admit that Brightcom Group which has shown consistently good performance 
and healthy profit growth deserves a much better valuations. 

PEER GROUP ANALYSIS 

Brightcom recently released an investor presentation which contained the global 
companies within the AdTech industries. You can view it here. 
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NEAR TERM EXPECTED VALUATION (12-18 Months)  

In my view the current valuation of the company can simply be termed as highly 
irrational.  

It is my expectation that post the Daum episode, there will be better clarity with 
regards to the business of the company. There are significant tailwinds in the 
digital Ad-Tech industry. The company has diversified geographical operations 
which protect it from any severe Geo-Political risks. 

The warrant issue will have a significant bearing on the valuation metrics of the 
company as one needs to now account for the equity dilution of the shares 
outstanding post the conversion of the 34 Cr warrants.  

Still, one must bear in mind that the cost paid by shareholders in the form of equity 
dilution comes with the benefit of a massive cash infusion. As long as the funds 
can be deployed to grow the size of the entire pie and achieve profitable growth 
going ahead, there should be no complaints from any quarter. I expect that in the 
next 12-18 months as the ambiguity clears this company will get rediscovered and 
re-priced.  
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Even considering  the dilution which will reduce the EPS by 67%, a very modest 
valuation multiple of even 12 times earnings could see the share price escalating by 
22x from its current level. 

Current 
Market 

Price/Sh. 

Current EPS Diluted EPS Expected PE 
(12-18 Month) 

Expected 
Market 

Price/Sh. 
Rs. 5 9.31 6 12x Rs. 72 

 

What is needed is a change in perspective with regards to the company which will 
act as a catalyst.  

I expect that this company will be discovered by  serious investors who understand 
the business and appreciate the kind of growth that this company has achieved and 
shall continue to achieve in the future. 

The buying support may very well come from within, in the form of market 
buyback by the company of its own shares. 

In my view, for any investor, it's a Heads I win, Tails I don't lose much kind of a 
prospect. That's what intelligent investing is all about. 

LONG TERM (5, 10 & 15 YEAR) FUTURE EXPECTED VALUATI ONS 

Being long term oriented alters ones perspective from a punter of stock prices, to a 
stake holder in the future of the business. This aligns your interests with those of 
the majority owners. This is my preferred mode of business analysis and 
investment.    

I see the public perception of Brightcom improving tremendously as increasing 
number of investors realize the true potential of this company. I am hopeful that 
future returns will gain the twin advantage of the company's re-rating, i.e. PE 
expansion as well as earnings growth. This can have a multiplier effect. 

Please remember that this company is operating in a high growth industry with 
tremendous tail winds in the foreseeable future. They have achieved a 10 year 
Compounded Profit Growth rate of 32.41%. Still, even in my best case scenario I 
have assumed that going ahead, the company will not sustain its historic high 
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growth rate which might get reduce to HALF i.e. 15%. Any positive surprise from 
Suresh Reddy and his A-Team is more than welcome. 

5 Years 

Earnings Growth @ 15% CARG for the next 5 years : 

Current EPS Diluted EPS Exit EPS 
(Diluted) 

Exit Multiple Market 
Price/Sh. 

9.31 6 12.5 15 Rs.187 
10 Years 

Earnings Growth of 15% CAGR for the next 10 years : 

Current EPS Diluted EPS Exit EPS 
(Diluted) 

Exit Multiple Market 
Price/Sh. 

9.31 6 25 15 Rs.375 
 

15 Years 

Earnings Growth of 15% CAGR for the next 15 years : 

Current EPS Diluted EPS Exit EPS 
(Diluted) 

Exit Multiple Market 
Price/Sh. 

9.31 6 50 15 Rs.750 
 

VALUATION FROM THE PERSPECTIVE OF A BOND INVESTOR  

I indulged in a very interesting thought experiment in my previous report, for 
which I received a lot of positive feedback. Readers expressed appreciation as this 
helps in highlighting the inherent value of the Brightcom business.   

Bond investors are known to be ultra conservative while analyzing borrowers. 
They are primarily interested in one factor only i.e. ability of the borrower to 
service its debt and ultimately return the principle on demand. 

A bond buyer will consider an issuer safe, so long as it is earning a minimum 4 
times its interest obligation before tax. Considering the average Profit before Tax 
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for the previous 4 years is Rs. 609 Crores the company can conservatively do a 
bond issue of : 

4 Year Avg PBT Interest Paying Capacity 
(1/4th of PBT) 

Bond Issue Capacity 
Discounted @ 10% p.a. 

Rs. 609 Crores Rs. 152 Crores Rs. 1,520 Crores 
 

Let us assume there is a buyer who takes over this asset (The Company) at its 
current market cap of Rs. 251 Crores.  

Even by very conservative estimates, he can raise Rs 1,520 crores by issuing bonds 
@ 10% p.a. He can first withdraw his investment of Rs. 251 Crore. He would still 
be left with a balance of Rs. 1,269 crores in cash.  

Let’s further assume that he pays himself a special dividend with the entire balance 
Rs.1,269 Crores. 

Still, the entire business would keep functioning as it has been. The business would 
easily be able to pay-off the bonds in 8-10 years time without straining the 
business. Even after paying off the bonds, the business will continue doing well, 
and will stay on the growth trajectory.  

 

CONCLUSION:  Brightcom Group Ltd. is currently trading at an Enterprise Value 
to FY20 EBITDA of less than half (0.5 times). This means that going forward, the 
street is expecting that the company's earnings will have absolutely zero growth. 
This is a business with a proven track record of 20 year. They are very much in a 
position to gain from one of the biggest trends emerging in human history i.e. 
value migration from offline to online advertising. Unlike search or social media, 
no single corporation can claim monopoly over the potential that the connected 
devices space has to offer. The world of digital advertising is still in uncharted 
waters and the Brightcom ship is a robust sea-worthy vessel under a very capable 
captain, whose sights are set on the voyage. 
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DISCLOSURE: I am INVESTED in the company discussed hereinabove. 

 

DISCLAIMER 

 

This document is NOT A RECOMMENDATION to buy, sell or hold this company rather it is an 

academic paper. I am NOT a SEBI registered Research Analyst. Readers of this paper must use their 

own discretion, independent analysis, professional advice to reach their own investment decisions. This 

paper is not meant for public distribution. It is meant only for private distribution with the intention to 

encourage independent thinking of the reader(s). I do not take any responsibility for any consequence 

that may result directly or indirectly as a result of any acts of commission or omission which may result 

because of the information provided or views expressed herein. The financials quoted above and 

information provided herein is all sourced from public documents provided and released by the 

company analyzed. I have prepared the report in an independent and objective manner, and have taken 

adequate care to ensure its accuracy and completeness. I believe that this report presents a true and fair 

view of the global and Indian advertising and ad tech markets and within the limitations of, among 

others, secondary statistics research, but it does not purport to be exhaustive. The results that can be or 

are derived from the findings are based on certain assumptions and parameters/conditions and also on 

public disclosures by the company analyzed. As such, a blanket, generic use of the derived results or 

the methodology is not encouraged. I do not claim to guarantee the authenticity of the information 

including but not limited to facts, figures, names, numbers, personal data etc. about the persons 

discussed herein. Any and all readers are advised to independently verify all information contained 

herein to their personal satisfaction and must not in any way trust this information to be authentic as it 

is prone to mistakes and errors. Views expressed are personal to the author. 
 


