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Tech Sector – An Overdue Correction 

The tech sector has been one of the fastest growing sectors in the world. Following the 2008 

financial crisis, tech stocks have recovered superbly and have attracted many investors. However, as 

early as January of 2015, analysts have been warning investors about an upcoming correction in the 

space. And they were right. Thus far, tech giants such as LinkedIn (NYSE: LNKD) and Yelp (NYSE: YELP) 

have seen their shares drop about 1% and 38% respectively. There are several drivers leading to these 

declines with the most prominent being the situation in the Chinese Shenzhen market. Shenzhen is so 

heavily leveraged that it has experienced a 39% decline in the past several weeks. This significant loss of 

wealth from Chinese consumers is likely having an impact on earnings of the many US tech giants. The 

biggest of all, Apple (NASDAQ: AAPL) has experienced a recent decline in share prices as well resulting 

from missed estimates in iPhone shipments and revenue forecasts. Apple had recovered almost 10 per 

cent in the past two weeks leading up to earnings, after being pushed to the brink of a correction. The 

shares dropped 9.7 per cent from an all-time high in February through July 9, erasing US$83 billion of 

market value, amid concern a rout in China’s market would leave consumer with less money to buy 

gadgets. At the start of the year, analysts forecast the technology sector would deliver a 13 per cent 

increase in profit during the second quarter, according to a Bloomberg survey. Those expectations were 

lowered to a 2.4 percent gain as of July 17.  

The issues surrounding tech giants surely trickle down to the smaller start-ups that make up a 

part of the technology sector. Many small cap tech stocks have suffered as of late reaching highs and 

lows similar to the tech giants that dominate the space.  Three stocks that are trading near 52 – week 

lows are of interest given their history and possibility of profitability in the near future. Viggle Inc., 

Millennial Media Inc., and Rocket Fuel Inc. have all seen their shares sink over the past several months 

coinciding with the declining demand for gadgets in China resulting from the recent market correction. 

Though each of the company’s is recording a net loss, upside exists for the long term value investor. 

Viggle Inc. Leading the Way 

 Summary  

Viggle Inc. is a mobile and Web-based entertainment facilitating Media Company. Viggle, 

through its mobile and web-based entertainment marketing platform offers incentives to make content 

consumption and discovery rewarding for media companies, brands and consumers. Viggle helps guide 

consumers towards various forms of media consumption with television, music discovery, and 

entertainment content publishing and distributed viewing reminders. Viggle enables consumers to 

decide what to watch and when, enables the viewing experience with real time games and additional 

content, and rewards viewers for being loyal to their favorite shows throughout a season, allowing them 

to earn points. For brands, Viggle provides advertising clients with targeted interactive ads for TV 

https://ca.finance.yahoo.com/q?s=LNKD
https://ca.finance.yahoo.com/q?s=YELP&ql=0
https://www.google.ca/finance?q=NASDAQ%3AAAPL&ei=jOK3VYGvGonDe-u-qvAP
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messaging to verified audiences. For media companies, Viggle delivers specific shows, engaging viewers 

in content experience, and promotes shows through Web, mobile and social channels. 

 Recent News and Analysis 

Most recently, the company provided guidance for its 2015 fiscal year financial results highlighting an 

expected 40% increase in revenue and an adjusted EBITDA for fourth quarter increase of 25%. Viggle Inc. 

expects its fiscal 2015 full-year revenue for the period ended June 30, 2015 will be approximately $25.6 

million and approximately $6.9 million for the fiscal fourth quarter, representing a 42% and 30% 

increase over the prior year and quarter, respectively. The company also expects to report an Adjusted 

EBITDA loss for fiscal 2015 of approximately $29.6 million, and approximately $6.2 million for the fiscal 

fourth quarter. Increased advertising on the Viggle app led to the substantial growth in revenue this 

quarter. The company’s aggressive and consistent marketing efforts over the past year helped to drive 

those advertising revenues to the current levels. Adjusted EBITDA for the quarter improved year-over-

year, but decreased for the full year because of increased marketing expenses. 

Though the company is not yet generating profit, it is certainly taking the correct measures to become 

profitable in the future. Through marketing efforts, Viggle managed to increase revenue by 40% and 

quarterly EBITDA by 25%. Though annual EBITDA decreased as a result of these marketing costs, the 

likelihood of this expense increasing in the following quarters is slim. It is expected that these costs are 

slowly reduced to help the company become profitable. Shares have fallen sharply since May 2015 and 

are trading near a bottom making the stock quite attractive for new investors. 
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 Verdict 

With a tech sector thought to be on the brink of a correction, Viggle is one stock that has already 

experienced this correction and is showing to be taking the right steps towards becoming profitable. For 

a small cap tech stock, priorities are recording revenue followed by reducing costs, growing revenue and 

becoming profitable. Viggle Inc. is certainly on the later stages of this progression and should be 

considered for the long term value investor. 

Millennial Media, Inc., the Short Term Play 

 Summary  

Millennial Media, Inc. is an independent mobile advertising marketplace delivering products and 

services to advertisers and developers. The Company offers advertisers a suite of solutions that allow 

them to reach and connect with the target audiences across screens, from smartphones, tablets and 

other mobile devices to PCs. The Company offers developers the ability to maximize the advertising 

revenue and acquire new users for apps. Its advertiser and developer solutions support all mobile 

operating systems, including Apple iOS, Android, Windows Phone and BlackBerry. For clients who want a  

higher degree of customer service, the Company offers its managed media services with dedicated 

account teams. For its clients who want to interact with it on a more automated basis, the Company 

offers tools that allow advertisers to buy its ad supply in a programmatic fashion through its ad 

exchange and developers the opportunity to manage and monetize the ad inventory through its supply 

side tool. 

 Recent News 

Millennial Media recently announced the release of new mobile video and native ad units as part of its 

updated mobile app SDK version 6.0. The new SDK enables publishers to monetize through all mobile 

demand sources, including Millennial Media-sourced demand, the Millennial Media Exchange, 

publisher-direct sold campaigns, and publisher and network mediation partners. SDK 6.0 enables 

seamless creative execution through new, mobile-first video and native functionality, including Lightbox, 

Interstitial Vertical Video, Native Placements and Add to Calendar Enhancements. Mobile video has 

been a game changer for Millennial Media, bringing clients’ messages to life through sight, sound, and 

motion. Millennial Media’s Lightbox mobile video unit capitalizes on mobile’s custom features and 

functionality and offers a truly unique experience from PC. Through the launch of 6.0, Millennial Media 

completely overhauled its SDK architecture. Its modular build allows the Company to bring new features 

and functionality to market quicker and simplifies future SDK deployments. 

The release of the new SDK is surely an upside however; it does not help address some deep issues. For 

example; the company has been burning approximately $50 million in cash annually for the past three 

years even with increasing revenue. A worrying feature is that the company has just under $50 million  
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remaining and has accumulated over $214 million in losses, with over 75% occurring at the end of fiscal 

year 2014. 

 

 Verdict 

Millennial Media shares have been bouncing between the 52 – week’s lows and highs for the entire 

2015. There does not seem to be any stability in the share price and appears to be heavily news driven. 

Timing your investment in this stock is crucial and could lead to substantial gains. Wait for the stock 

price to hit a fresh low before entering into a long position for the short term. 

Rocket Fuel Inc., Running out of Fuel 

Summary  

Rocket Fuel Inc. is a technology company that has developed an artificial intelligence (AI) and big 

data-driven predictive modeling and automated decision-making platform. The Company's technology is 

designed to address the needs of markets in which the volume and speed of information render real-

time human analysis infeasible. It is focused on the digital advertising market that faces these 

challenges. The Company's media-buying platform, which it refer to as its Demand-Side Platform (DSP) is 

available to advertising agencies and advertisers as a managed service offering, whereby it manages 

advertising campaigns on behalf of an advertiser, and through a self-service offering, whereby an agency 

or advertiser licenses its technology to manage its own advertising campaigns. Its AI system purchases 

ad spots, or impressions, one at a time, on these exchanges to create portfolios of impressions designed 

to optimize the goals of its advertisers. 
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Recent News and Analysis  

Rocket Fuel has recently announced it has strategically expanded its politics and advocacy group to 

support the growing demand for its programmatic solutions in the political space. The team will include 

15-20 professionals who will be charged with designing, selling and supporting programmatic solutions 

for political and advocacy partners in their efforts to create awareness and influence opinion leaders, 

association members, registered voters, and engaged citizens, in the 2016 election and beyond. 

According to a Borrell Associates estimate, online political spending in the U.S. will reach nearly $1 

billion in 2016. Knowing when voters are most receptive to persuasion messaging has been shown to 

allow political advertisers to better target swing voters. In a recently released study, Rocket Fuel found 

that 36% of voters in five key swing states voted after viewing an online ad. The findings reinforce an 

increasingly ‘digital first’ political campaign focus and highlight how digital ads play a prominent role in 

the outcomes of elections. Rocket Fuel’s politics and advocacy group works with digital political 

consultancies, on both the right and the left, to drive market-leading performance using Moment 

Scoring™, its real-time calculation of every moment of influence that optimizes programmatic decisions 

and learns how to improve them over the life of campaigns. Moment Scoring™ uses Rocket Fuel’s 

massive Big Data architecture and voter data partner partnerships to access detailed, anonymous 

information about an individual -- at a precise moment in time when they are most likely to respond to 

an ad. Rocket Fuel’s politics and advocacy team is led by recently appointed National Director of Politics 

and Advocacy J.C. Medici, who has more than 10 years of experience working with top political clients 

and Fortune 100 brands. Reporting to him will be Director of Strategic Accounts Amanda Whiteman, 

who has deep online advertising and politics and advocacy experience having worked for Microsoft, AOL 

U.S. presidential campaigns. 

Rocket Fuel Inc. has been growing revenue almost exponentially; however it has not been able to reduce 

costs effectively enough to have margins grow on the same trend as revenue. In fact, margins have 

started to decline bringing forth a worry for investors. Should the company be able to turn this trend 

around and begin increasing its margins, a second look may be well worth it. 
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 Verdict 

Rocket Fuel has seen its margins decline despite increasing revenue. The share price has reflected this in 

the past six months falling from a high of $27 to a low of $7.44. With the upcoming federal election in 

the US, the company may be able to get its act together. The stock should be watched closely and re-

evaluated in the next couple of months. 

Conclusion 

The tech sector has been strongly affected by the Chinese stock market crash and recent earnings from 

tech giants like Apple. Many analysts feel that the tech sector is on the verge of a mean reversion and 

will see this correction in the near future. Smaller companies are equally as affected by the macro 

factors that may cause the tech bubble to burst. Despite this bearish sentiment in the market, there are 

several small companies that can provide long and short term investors with substantial returns. Viggle 

Inc. and Millennial Media are two small tech companies that have the potential for this. Both are 

generating revenue’s and growing annually and are certainly worth a second look. 
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Risk Factors  

  

An investment in the common stock of the company is subject to a number of risks.  The 

information below contains latest filings and risk factors that should be considered by all investors.   

Investors should carefully consider the risk factors set out below and consider all other information 

contained herein, and in the company’s SEC filings, before making an investment decision.  We 

assume no obligation to update or revise any such forward looking statements to reflect events or 

circumstances that occur after such statements are made.   

A complete list of filings including the risk factors for VGGL can be found here: 

http://www.sec.gov/cgi-bin/browse-

edgar?CIK=vggl&Find=Search&owner=exclude&action=getcompany 

A complete list of filings including the risk factors for MM can be found here: 

http://www.sec.gov/cgi-bin/browse-

edgar?CIK=mm&Find=Search&owner=exclude&action=getcompany 

http://www.theguardian.com/business/technology
http://www.reuters.com/sectors/technology
http://www.economist.com/topics/technology-industry
http://www.nasdaq.com/article/technology-sector-update-for-07282015-mzor-wat-glw-cm501619
http://www.nasdaq.com/article/technology-sector-update-for-07282015-mzor-wat-glw-cm501619
http://www.castanet.net/news/Kelowna/144789/Tech-sector-boost
http://www.cnbc.com/2015/07/07/tech-sector-returning-to-mean-expert.html
https://www.google.ca/finance?q=NASDAQ%3AAAPL&ei=jOK3VYGvGonDe-u-qvAP
http://business.financialpost.com/fp-tech-desk/apple-inc-revenue-rises-32-5-as-iphone-sales-jump-to-47-5-million
http://business.financialpost.com/fp-tech-desk/apple-inc-revenue-rises-32-5-as-iphone-sales-jump-to-47-5-million
https://www.datacenterjournal.com/thoughts-tech-bubble-lack-thereof/
https://www.google.ca/finance?q=NASDAQ%3AFUEL&ei=Qum3VZmzFoHLeYqqp-gP
https://www.google.ca/finance?q=NYSE%3AMM&ei=Num3VYHBFMOie6nBogg
http://www.reuters.com/finance/stocks/companyProfile?rpc=66&symbol=VGGL.O
http://finance.yahoo.com/news/rocket-fuel-expands-politics-advocacy-100000355.html
http://stockcharts.com/h-sc/ui?s=FUEL&p=D&b=5&g=0&id=p01943324970
http://stockcharts.com/h-sc/ui?s=VGGL&p=D&b=5&g=0&id=p13701312971
http://stockcharts.com/h-sc/ui?s=MM&p=D&b=5&g=0&id=p27056975930
http://www.sec.gov/cgi-bin/browse-edgar?CIK=vggl&Find=Search&owner=exclude&action=getcompany
http://www.sec.gov/cgi-bin/browse-edgar?CIK=vggl&Find=Search&owner=exclude&action=getcompany
http://www.sec.gov/cgi-bin/browse-edgar?CIK=mm&Find=Search&owner=exclude&action=getcompany
http://www.sec.gov/cgi-bin/browse-edgar?CIK=mm&Find=Search&owner=exclude&action=getcompany
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A complete list of filings including the risk factors for FUEL can be found here: 

http://www.sec.gov/cgi-bin/browse-

edgar?CIK=fuel&Find=Search&owner=exclude&action=getcompany 

Disclosure: I, Robert Borowski, research analyst have no positions in any stocks mentioned, and no 

plans to initiate any positions within the next 72 hours. I wrote this article myself, and it expresses 

my own opinions and I have no business relationship with any company whose stock is mentioned 

in the article.   

The information contained herein is not intended to be investment advice and does not 

constitute any form of invitation or inducement by Robert Borowski to engage in investment 

activity. Neither the information nor any opinion expressed constitutes a solicitation for the 

purchase or sale of any security. Securities, financial instruments, strategies, or commentary 

mentioned herein may not be suitable for all investors and this material is not intended for any 

specific investor and does not take into account an investor’s particular investment objectives, 

financial situations or needs. Any opinions expressed herein are given in good faith, are subject 

to change without notice, and are only current as of the stated date of their issue. Prices, values, 

or income from any securities or investments mentioned in this report may fluctuate, and an 

investor may, upon selling an investment lose a portion of, or the entire principal amount 

invested. Past performance is no guarantee of future results. Before acting on any 

recommendation in this material, you should consider whether it is suitable for your particular 

circumstances and, if necessary, seek professional advice.  

FORWARD-LOOKING STATEMENT  

This report may contain certain forward-looking statements and information, as defined within 

the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities 

Exchange Act of 1934, and is subject to the Safe Harbor created by those sections. This material 

contains statements about expected future events and/or financial results that are forward-

looking in nature and subject to risks and uncertainties. Such forward- looking statements by 

definition involve risks, uncertainties and other factors, which may cause the actual results, 

performance or achievements of mentioned company to be materially different from the 

statements made herein.    

COMPLIANCE PROCEDURE    

Content is researched, written and reviewed on a best-effort basis. This document, article or 

report is written and authored by Robert Borowski. An outsourced research services provider  

http://www.sec.gov/cgi-bin/browse-edgar?CIK=fuel&Find=Search&owner=exclude&action=getcompany
http://www.sec.gov/cgi-bin/browse-edgar?CIK=fuel&Find=Search&owner=exclude&action=getcompany
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represented by Robert Borowski, provided Broad Street Alerts this article or report. However, we 

are only human and may make mistakes. If you notice any errors or omissions, please notify us 

below.  

Broad Street Alerts is not entitled to veto, interfere or alter the articles, documents or report once 

created and reviewed by the outsourced research provider represented by Robert Borowski. All 

parties responsible for the creation and dissemination of this report do not engage in high 

frequency trading.   

NO WARRANTY OR LIABILITY ASSUMED    

Broad Street Alerts is not responsible for any error, mistake or shortcoming which may be 

occasioned at the time of printing of this document. Broad Street Alerts does not hold any 

positions in companies mentioned. No liability is accepted by Broad Street Alerts whatsoever for 

any direct, indirect or consequential loss arising from the use of this document. Broad Street 

Alerts expressly disclaim any fiduciary responsibility or liability for any consequences, financial or 

otherwise arising from any reliance placed on the information in this document. Broad Street 

Alerts does not guarantee the accuracy, timeliness, completeness or correct sequencing of the 

information, or warrant any results from use of the information. The included information is 

subject to change without notice.    

Broad Street Alerts is the party responsible for hosting the full analyst report. Broad Street Alerts 

has compensated Robert Borowski one hundred and fifty dollars for the right to disseminate this 

report. Information in this report is fact checked and produced on a best efforts basis by Robert 

Borowski.    

 

  


