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DIGITAL ADVERTISING INDUSTRY: 
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INDUSTRY OVERVIEW: 

 Worldwide Digital Ad spending expected to reach $214 billion by 2014. 

 Digital Ad spending expected represent “one in three” dollars spent on advertising in the U.S. in 

2015. 

 Digital Ad spending expected to be the number one advertising channel in the U.S. in 2017. 

 

Advertising spending in the U.S. is projected to grow by 4.9% in 2015, reaching $172 billion, the highest 

growth rate for adverting spending in the past 10 years1.  Digital advertising is expected to continue to 

faster than traditional advertising and take and increasing share of total ad dollars spent.  Digital media 

growth is expect to be 15.7 % during 2015, up from earlier estimates of 12.8% growth, with digital 

advertising expected to be the number one ad channel in the U.S. in 20172.  In 2017, digital ad sales are 

projected to reach $72 billion (a 38% market share) versus $70.5 billion for television ad sales3.  The 

worldwide size of the total media advertising market is shown below4:  

 

 

In 2015, digital media sales are expected to represent “one in three ad dollars”, driven by video formats 

(up 31%) and social media (up 32%), with search remain steady at 15% growth.  Mobile-focused 

advertising is expected to grow at the fastest rate, up 51%, and comprise 30% of total digital ad spending, 

or $17.5 billion, in 20155. 
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According to eMarketer, worldwide digital advertising spending is expected to reach approximately $214 

billion by 2018, with mobile advertising spending taking an increasing share of total digital advertising 

spending6. 

 
In mature digital advertising markets, such as the U.S. and the U.K., mobile advertising spending is 

expected to take the majority share of digital marketing spending by 2018, with mobile accounting for 

70.4% of digital ad spending in the U.K., and 67.8% of digital ad spending in the U.S.7 

 

   

The size and rapid growth of the digital advertising market has resulted in a highly competitive and 

fragmented market which has attracted large well-established companies such as Google, Facebook, 

ValueClick, Yahoo!, and digital advertising networks.  The market also contains numerous advertising 

agencies, which place digital advertising on behalf of their clients, as well as niche players that offer digital 

marketing hubs, and demand side and data management technology platforms.  These platforms allow 

advertisers to purchase inventory directly and to analyze and manage their own customer data.  Many of 

these smaller players have significant risks, including:  weak financial results, high cash burn rates, and an 

inability to gain traction and develop a significant market presence.  This report focuses on four smaller 

companies in the digital advertising market. 

 

Companies that have potential to do well are those that have overcome the obstacles of developing 

proprietary technologies, strong management teams, and significant customer acceptance.  Competitive 

factors in the industry include existing strategic relationships with customers and vendors, ability to meet 

customers’ goals, ease-of-use, integration and customization, innovation, technology, quality and breadth 

of service, data analysis, scalability, cross-channel and cross-device capabilities, customer service, 

integration with customers’ other systems and databases, price and independence891011.   
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YuMe, Inc. – One-Time Execution Issues? 

  

Summary  

YuMe, Inc. (NYSE-MKT: YUMI), provides digital video brand advertising solutions in the United States and 

internationally. The company’s proprietary technologies serve the needs of brand advertisers and enable 

them to find and target audiences across a range of Internet-connected devices and digital media 

properties. It offers software solutions to monetize professionally-produced content and applications for 

digital media properties. The company enables digital video advertising by matching relevant audiences 

available through its digital media property partners with appropriate advertising campaigns from its 

advertising customers. YuMe, Inc. was founded in 2004 and is headquartered in Redwood City, 

California12. 

  

Recent News and Analysis 

On August 10, 2015, YuMe, Inc. reported a disappointing quarter, with both revenues and gross margins 

coming in below expectations.  The company blamed short-term execution issues for the shortfall, and 

believes that it is addressing these issues.  Following the announcement, analysts lowered their ratings 

and price targets for the company.  Consensus estimates, as reported by Yahoo! Finance, are for YuMe, 

Inc. to report earnings per share for the current fiscal quarter (ending September 30, 2015) of -$0.12, and 

for the full year of -$0.30.  The company is expected to earn -$0.17 for 2016.   The company endorsed 

revenue estimates of $36 to $40 million for the September 2015 quarter, and consensus revenue 

estimates are $37.43 million.  Key to the company’s ability to meet these numbers will be its ability to 

execute and correct missteps that resulted in the loss of customer accounts.    

 

Verdict 

Following its missteps in the second quarter, YuMe, Inc. has become a “show me stock”, with significant 

execution issues.   As shown in the chart on the following page13, the company’s stock price broke sharply 

lower on August 10th, and is trying to find a bottom.  Until the company reports improved fundamental 

results, the company’s share price is likely to remain “range bound” at new, lower levels around the $3.30 

to $3.50 level. 
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Sizmek Inc. – Repositioning for Future Growth 

 

Summary  

Sizmek Inc. (NASDAQ: SZMK), formerly known as The New Online Company, is based in Austin Texas, and 

operates an online ad campaign management and distribution platform that provides online advertising 

services worldwide.  Its online campaign management platform, Sizmek MDX helps advertisers, agencies, 

and publishers in simplifying the complexities of managing their advertising budgets across multiple online 

media channels and formats.  These include:  desktop, mobile, rich media, social media, in-stream video, 

interactive video, display, and search.  The Sizmek MDX platform provides its customers with an easy-to-

use, and end-to-end solution to enhance planning, creative, delivery, measurement, and optimization of 

online media campaigns14. 
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The company's online campaign management product and service offerings span the lifecycle of an 

advertising campaign, including creative authoring, which provide creative designers and producers with 

tools and services to manage a campaign's creative development lifecycle, from initial design, to inclusion 

of interactive features, to adaptation for analytics and ad insertion, and to integration with campaign 

management and ad serving processes.  Its platform also offers programmatic managed services; 

customized services, such as trafficking, creative production, quality assurance, research, analysis and 

custom reporting, and data integration services; and customer support services.  In addition the company 

provides data based on the content and structure of Web pages for enhancing the relevance and 

effectiveness of online display advertising.  Sizmek Inc. sells its offerings primarily through a direct sales 

force or through third-party selling agents.   

 

Recent News 

On August 12, 2015, Sizmek Inc. reported revenues of $40.2 million for the quarter ended June 30, 2015, 

down 9% versus the same period last year.  Adjusted EBITDA decreased by 57%  to $2.9 million versus 

the year ago period.   The company stated that the decline was anticipated and related to the repositioning 

of its global sales force, as well as the impact of foreign currency trends.  The company stated that   that 

it was gaining traction with investments made to its technology platform and a number of global customer 

wins.  The company updated guidance to $180 to $184 million in revenues for the full year of 2015, up 5% 

to 8% over 2014, due to negative currency impacts of $9 to $10 million.  Current consensus analyst 

estimates are for revenues of $41.59 million in revenues for the September 2015 quarter.   For the full 

year, the consensus analyst estimates are for revenues of $178.22 million.  Earnings for the September 

2015 quarter are estimated to be -$0.16; with full year 2015 earnings of -$0.52.  For 2016, revenues are 

estimated to reach $200.75 million, with earnings of -$0.27 for the year ending December 31, 2016. 

 

Verdict 

As illustrated on the following page15, Sizmek Inc. results were not well received, with the company’s stock 

price declining from approximately $7.20 per share.  The stock closed at $6.27 per share on Friday, August 

14, 2015.  The stock is likely to remain at levels below resistance at approximately $6.80 per share until 

the company produces improved fundamental results, or signs of improving traction from its global sales 

force. 



 
 

Caprock Research – Independent Investment Research 

   
 

6 

Digital Advertising Industry 
Four Interesting Small-Cap Players in a Large and Rapidly Growing Market 
 
  

 

 

Rocket Fuel Inc. – Lacking Positive Catalysts 

 

Summary  

Rocket Fuel Inc. (NASDAQ: FUEL), was founded in 2008, and is headquartered in Redwood City, California.  

Rocket Fuel Inc. provides artificial-intelligence digital advertising solutions.  The company’s artificial 

intelligence-driven technology platform is built on its real-time optimization engine, which leverages Big 

Data and its computational infrastructure to purchase and deliver highly-automated digital advertising 

campaigns.  It offers direct response solutions, brand objectives, as well as brand assurance and insights.  

The company also provides data management platform that allows marketers to ingest, analyze, segment, 

and export their own and third-party audience data for advertising, CRM, email  
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marketing, call-center routing, or other opportunities to touch consumers with a message or call-to-

action; and multi-modal advertising optimization solution that enables marketers to execute 

programmatic advertising campaigns.  Rocket Fuel Inc. sells its solution through its direct sales team that 

focuses on advertising agencies and advertisers, as well as on other third parties in the United States, 

Canada, the United Kingdom, Australia, France, Germany, Italy, Spain, Sweden, the Netherlands, and 

Brazil1617.  

 

Recent News and Analysis 

On August 5, 2015, Rocket Fuel Inc. reported revenues of $120 million versus consensus analyst estimates 

for $120.7 million.  The company reported a smaller than expected loss of -$0.17 per share versus 

estimates for a loss of -$0.41 per share.  For the quarter ending September 30, 2015, the company in 

projecting revenues of $68 to $73 million, with adjusted EBITDA of breakeven to $4 million.  Current 

consensus analyst estimates are for revenues of $122.88 million and earnings of -$0.30 for the September 

2015 quarter, with full year 2015 revenues and earnings of $504.48 and -$0.69, respectively.  For fiscal 

2016, the company is expected to record $596.46 in revenues, and earnings of -$0.42. 

 

Verdict 

As shown on the next page18, after rallying to approximately $7.87 per share following the company’s 

earnings announcement, the company’s stock price has drifted lower, closing at $6.89 per share on Friday, 

August 14, 2015.  The company’s stock price is unlikely to break through overhead resistance, 

approximately $7.50 to $7.75 per share, without additional fundamental operating improvements.  
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Social Reality, Inc. – Improving Fundamentals 

 

Summary  

Social Reality, Inc. (OTCQB: SCRI), was founded in 2009, and is headquartered in Los Angeles California.  

The company is an Internet advertising and platform technology company, providing tools for the 

automation of digital advertising market in the United States.  It offers display, mobile, video, and email 

advertising inventory to brands and advertising agencies.  The company also provides managed 

advertising services utilizing data from platforms, including Facebook, Yahoo, LinkedIn, and Google to 

optimize digital advertising for its customers.  In addition, it creates applications as custom programs and 

builds them on a campaign by campaign basis, as well as offers them on a managed or self-service 

subscription basis through its GroupAd platform.  The GroupAd platform allows brand marketers to select 

from various pre-created applications and then deploy them into their social media channels.  Social 

Reality, Inc. sells targeted and measurable online advertising campaigns and programs to brand 

advertisers and advertising agencies across Facebook apps and large Websites, generating qualified 

Facebook likes and quantifiable engagement for its clients.  It also creates custom applications for brands 

both large and small that leverage traffic on partner sites to seed the applications to help them go viral.  

Social Reality, Inc. is engaged in developing technology that allows brands to launch and manage digital 

advertising campaigns and that allows website publishers to sell their media inventory to a number of 

digital adverting buyers.  Its focus is to provide technology tools that enable both publishers and 

advertisers to maximize their digital advertising initiatives19 20 21 22. 

 

Recent News and Analysis 

On August 13, 2015, Social Reality, Inc. reported revenues of $10.8 million for the quarter ended June 30, 

2015, up 168% sequentially from the first quarter of 2015.  The company reported gross profit of $5.6 

million, and net income of $415,591.  The company gave guidance of $30.0 million for fiscal 2015.   

 

Verdict 

As shown in the chart on the following page23, the company has managed to translate better fundamental 

performance into an improving share price.  Following the second quarter earnings announcement, the 

company’s stock broke through resistance at approximately $1.65 per share, and closed at $2.24 per share 

on Friday, August 14, 2015. 
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CONCLUSION: 

 

The digital advertising sector has continued to enjoy significant growth, capturing an increasing share of 

the overall market for global advertising.  Analysts are predicting continued growth but at a slower pace 

over the foreseeable future.  Even with potentially slowing consumer spending, spending by advertisers 

on digital media, is likely to continue to strengthen.  As the industry matures, careful stock selection will 

become important for investment outperformance.  Given the continued positive execution and 

performance of Social Reality, it is likely that this stock will continue to outperform the three other 

comparable companies mentioned in this report.   
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Risk Factors 

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

direct you to the 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 
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revise any such forward looking statements to reflect events or circumstances that occur after such 

statements are made.    

https://www.sec.gov/edgar/searchedgar/companysearch.html 

Our Rating System 

We rate enrolled companies based on the appreciation potential we believe their shares 

represent, and the “riskiness” we perceive in our ratings.  The business results of those 

companies “NOT RATED” are often highly dependent on some future event, such as FDA 

drug approval or the option of a new key technology. 

Explanation of Ratings Issued by MRA Research 

   

OVERWEIGHT/BUY Overweight (O or Over) - The stock's total return is expected to exceed the total return of the relevant country 

Index average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted 

basis over the next 12-18 months. 

EQUAL WEIGHT/HOLD Equal-weight (E or Equal) - The stock's total return is expected to be in line with the total return of the 

relevant country  Index or the average total return of the analyst's industry (or industry team's) coverage 

universe, on a risk-adjusted basis over the next 12-18 months. 

NOT RATED Not-Rated (NR) - Currently the analyst does not have adequate conviction about the stock's total return 

relative to the relevant country Index or the average total return of the analyst's industry (or industry team's) 

coverage universe, on a risk-adjusted basis, over the next 12-18 months. 

UNDERWEIGHT/SELL Underweight (U or Under) - The stock's total return is expected to be below the total return of the relevant 

country's equity indices and/or the total return of the analyst's industry (or industry team's) coverage 

universe, on a risk-adjusted basis, over the next 12-18 months. 

 

Disclosure: I, Charles I. Reed, CFA, 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 Charles I. Reed, CFA 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.  
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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 Charles I. Reed, CFA. An outsourced research services provider represented by 

Charles I. Reed, CFA, 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 Charles I. Reed, CFA. 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 has been compensate twenty thousand 

dollars for marketing services in relation to SCRI by Third Coast Media, LLC. 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 Charles I. Reed, CFA two 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 Charles I. Reed, CFA.  

 

  

 

 

 


