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BUY: Sequire Platform Addresses $1 Billion Opportunity
Revenues have been increasing rapidly for SRAX as the company signs up additional
subscribers to its Sequire SaaS (software as a service) platform. As this business
scales, we expect EBITDA margins to increase at a faster pace, reaching over 20%
by the end of next year with the potential for a further substantial increase from
there. We expect the top-line growth and margin improvement to result in a
significant increase in the stock’s valuation.
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SRAX introduced the Sequire SaaS platform (as SRAX IR) in early 2019. By the end of
Q3 2020, there were 91 customers, increasing to 125 by year-end 2020 and 183 at the
end of Q1 2021. Bookings increased substantially from less than $1 million in Q1 2020
to $4.8 million in Q4 2020 and $10 million in Q1 2021. We estimate 243 customers by
year-end and 323 by the end of 2022. Average revenue per customer increased from
$8,201 in Q3 2020 to $9,167 in Q4 2020. We have modeled $9,000 for the first three
quarters of this year, then declining to $8,000 in Q4 and for all of 2022. This results in
Sequire estimated revenue of $20.7 million this year and $27.2 million next year.
This platform has been a high-margin business, historically. Gross margin in 2020 was
70% and reached 73% in Q4 2020. We expect gross margin to remain at elevated levels,
projecting 72% in 2021 and 71% in 2022, but we believe there is potential upside to our
estimates. As the business scales, the EBITDA margin should improve. We estimate the
EBITDA margin will average 10% this year, improving as the year progresses, with Q4
EBITDA margin of 16%. For 2022, we estimate EBITDA margin will average almost
17% for the year and exit the year at 22%.
SRAX owns 149.6 billion shares of Force Protection Video Equipment (FPVD) as a
result of a share exchange agreement for its ownership of BIGToken. At the current
market price, this stake is worth $2.2 billion. This is far in excess of the current $99
million market capitalization of SRAX, reflecting, we believe, a mispricing of FPVD
and/or an arbitrage opportunity for SRAX to sell shares of FPVD and buy back its own
shares. Additionally, the company could distribute FPVD shares as a dividend to SRAX
shareholders. None of this is reflected in our valuation and could provide potential
upside to our price target.
Valuation: Our price target of $10 is based on an EV/Sales multiple of 7x our 2022
revenue estimate of $32.8 million. The EV/Sales multiple is a discount of nearly 30% to
the group median of 9.9x (see table on page 5). At the group median, the price target
would be $13.84. Our revenue estimate for 2022 includes $3.8 million from BIGtoken
so implicitly values SRAX’s 57% share of BIGtoken at $15 million, far below the $2.2
billion current public market value of SRAX’s ownership of BIGtoken.
Risks to Target: Risks to achieving our price target include negative impacts of the
COVID-19 pandemic, the ability to scale the Sequire platform, introduction of new
platform services, ability to make debt and acquisition payments, potential pressure on
the share price from conversion of the OID and exercise of warrants followed by sale of
the shares received in the exercise.
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Sequire
SRAX introduced its SaaS platform, Sequire (then called SRAX IR), in January 2019. Sequire aggregates NOBO (Non-Objecting
Beneficial Owners) lists, DTC (Depository Trust Company) data, SEC data, user contributed data, and combines that with
proprietary data analytics to create a rich database of past, current and possibly future investors. The platform tracks share changes
and patterns presenting total shares outstanding, new and top shareholders, as well as historical data on investors’ buy and sell
points. Investor contact information is saved to enable direct communication for investor events or surveys. Sequire also analyzes
market makers, manages warrants, reporting expiring and outstanding warrants, and it can be used to create campaigns to target
relevant investors not only directly but across programmatic and social channels as well.

Data from marketing and IR campaigns is added to the database,
creating a powerful contact management platform. Because of
SRAX’s expertise in digital marketing, it can help issuers target
investors directly and via programmatic ads and social media. With
the name and address of an investor, SRAX can perform a reverse
lookup of phone numbers and target those individuals on mobile
devices. It can serve ads to individuals who are known investors in
publicly traded companies. It can also offer targeted local ads. As
the list of investors grows and the data on each investor increases,
the subscribers to the platform have access to a larger number of
investors potentially interested in their stock. Currently, SRAX has
data on over 3 million investors with interest spanning multiple
market sectors.
Source: SRAX, Inc.

The company has actively expanded the capability of the platform since its introduction. Early in the product’s release, SRAX
added the ability to track and manage warrants and the related documents regarding terms. Using Sequire, users are able to monitor
the impact of expirations, run what-if scenarios on capital raising activities and incorporate those results with known investor
behavior on buy and sell points.
Sequire enables management to access its
shareholder contact data, including e-mail addresses,
phone numbers and social media links to platforms
such as Twitter, Facebook and LinkedIn. With that
information, issuers are able to communicate directly
with those investors from within the platform as well
as via targeted advertising. This is useful for
companies in proxy battles and/or useful in
articulating their positions for arguments with
activist investors.
In mid 2019, Sequire used known relationships and
patterns to enable issuers to see institutional trading
on a daily basis instead of waiting for those investors
to file their holdings with the SEC. This feature has
advanced, and issuers can now identify where
investors custodian their shares and hone the ability
to track share changes intra-period and between
filings of 13Fs and 13Gs.
Source: SRAX, Inc.
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Another recently added feature is surveys that
enable subscribers to ask shareholders questions on
various issues affecting the company.
The first version of the Virtual Road Show feature
debuted with the company’s Q2 2020 earnings call.
With this feature, subscribers can host one-on-one
or one-to-many video and audio meetings. In the
current COVID environment, this feature has great
utility, and we believe this feature could become
widely used after the COVID-forced and voluntary
lockdowns end. The platform will allow subscribers
to monitor the efficacy of their meetings by
monitoring subsequent behavior of existing and
prospective investors.

Source: SRAX, Inc.

A mobile app was launched, enabling clients to monitor shareholder behavior from a mobile device. The company plans to add
additional features over time, which could include some forms of research, data on board memberships, premium features for
investors, and offering consumer products companies and financial institutions databases for targeted ads.
Stock-for-ads was launched in early 2020 and was partially responsible for the growth in subscribers from about 60 at the end of
2019 to over 183 currently. With the stock-for-ads program, companies can buy media on all marketing channels, including social
media, display, email, and native as well as exchange stock for a subscription to Sequire. As of the end of Q1 2021, the company
had over $23 million in marketable securities from companies enlisted in the program, up from $8.4 million at the end of 2020.
In late 2019, in order to accelerate growth, SRAX created a reseller program and signed 20 resellers to reach its target market of
small and micro-cap publicly traded companies. There are 2,700 companies listed on the NYSE, with about 1,000 with a market
cap less than $500 million. There are over 3,000 listings on the NASDAQ Global Market, Capital Market and Global Select, with
over 1,700 with a market cap less than $500 million and over 12,000 unlisted securities, over 7,000 of which have a market cap
less than $500 million.
Pricing for Sequire is $3,000 per month for a listed company and $1,500 for an unlisted company.

If we limit the service’s market to those companies
with a market cap under $500 million, the total
addressable market in the listed universe is $93
million and $126 million for unlisted companies.
About 30% of subscribers are paying $200,000
annually for ad campaigns, and if these metrics are
applicable to the universe of companies with a sub$500 million market cap, the total addressable
market expands from $219 million to over $800
million.

Source: SRAX, Inc.
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The retail and institutional investor list is a valuable asset for SRAX. It currently has a database of 1.3 million investors, with over
one-half million Robinhood traders. This list can be used to attract additional subscribers and ad campaigns for those subscribers,
as well as third parties, such as CPG companies and financial institutions, for instance, desirous of targeting this demographic.

Source: SRAX, Inc.

We believe that the acquisition of LD Micro is a key element in driving growth of the Sequire platform.
LD Micro
In September 2020, SRAX acquired LD Micro for $4 million in cash and 1.6 million shares of stock, valued on the day of the
announcement at $4.6 million, or total consideration of $8.6 million. The sole shareholder of LD Micro, Chris Lahiji, joined the
SRAX board of directors, and the acquisition is a key driver of growth of the Sequire platform, in our view.
LD Micro is a leader in conferences and events for the small-cap/micro-cap market. Since 2008, LD has sponsored 33 events,
hosting over 1,500 companies during that time period. In addition to conferences, LD has a proprietary index of sub-$300 million
market cap stocks, owns the domains ldmicro.com, microcaps.com and nanocaps.com and produces a weekly email covering the
micro-cap space.
LD Micro’s conferences are must-attend events for investors in the space, in our view. The Main Event, LD’s flagship event, has
taken place in December for the past 12 years, featuring 250+ companies and over 1,200 attendees. The June Invitational, for nine
years running, is a bit smaller, with 200 companies and 900 attendees. Over the past few years, smaller, one day conferences, in
New York and San Francisco, with up to 30 companies and about 100 attendees, have been held.
In June of 2020, LD completed a virtual conference, the LD 500, with about 340 presenting companies and over 20,000 live views
of the presentations. The Main Event in December 2020 was also a virtual event, and this year, we expect a combination of live and
virtual events, with targeted conferences for industries such as cannabis and blockchain.
Conversations with conference participants lead us to believe the normal conference fee is higher than the implied ~$2,000 rate for
the LD 500 and SRAX management has indicated there was discount pricing for the virtual conference. With sponsorship fees, we
estimate LD revenue, in non-COVID years, of around $2.5 million annually.
Adding $1 million or more in annual EBITDA would be important for SRAX, but more impactful, we believe, will be the potential
addition to the Sequire subscriber count based on LD relationships and Chris Lahiji, the company’s former owner. Mr. Lahiji is
expected to provide introductions to and endorsement of Sequire. We believe the LD acquisition has been an important element in
the growth of Sequire and will continue to be important for future growth.
The $4 million cash payment is spread out over 12 months, with the first payment due on closing, and $1 million installments on
January 1, April 1, and July 1 of 2021.
BIGToken
BIGToken is a consumer data management platform, launched in 2019 and positioned to take advantage of consumer preferences
to control and monetize their data as well as regulatory rules such as the California Consumer Privacy Act (CCPA) and the EU’s
General Data Protection Requirement (GDPR), which, among other things, require web sites to provide users with a right to know
and exert some control over how their personal data is used.
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Since launch, there have been 16.7 million downloads of the BIGToken app, most of them in Q2 of 2019. In 2019, BIGToken
revenue was less than $500,000, increasing to $2.2 million in 2020 and we estimate $3.8 million this year.
With a bigger balance sheet, BIGToken could be given a chance to grow and develop, in our view. To accomplish this, in October
2020, SRAX announced a definitive share exchange agreement to transfer its outstanding equity in BIGToken into Force Protection
Video Equipment Corp (FPVD), for 88.9% of the issued and outstanding shares of FPVD. We believe ultimately, SRAX will lower
its ownership in BIGToken, eliminating or reducing the need to finance BIGToken’s development and remove the obligation to
consolidate BIGToken’s financials.
Outlook
Our revenue estimates build off three sources of revenue: 1) Sequire, 2) BIGToken, and 3) conferences/events from LD Micro. We
assume most of the growth over our forecast horizon comes from Sequire’s subscription platform and associated media/data
revenue.
Our estimate for consolidated sales (including BIGToken) for 2021 is $26.1 million, up from $8.6 million in 2020, with most of the
increase coming from Sequire. For 2022, we project revenue of $32.8 million, with almost all of the increase driven by Sequire.
$ in millions
Sequire
BigToken
Conference & other
Total

2020A

$

2021E
5.8
2.2
0.7
8.6

$

2022E
20.7
3.8
1.6
26.1

$

27.2
4.0
1.6
32.8

Source Dawson James Securities estimates

For modeling purposes, we have assumed BIGToken will be consolidated for our forecast period with revenue and opex about flat
with current levels. However, BIGToken will not be subject to consolidation when SRAX’s ownership falls below 50%, which
could be by year-end. Also, BIGToken revenue and opex will likely be driven by the company’s ability to raise additional capital.
Valuation
SaaS/Database providers’ shares commonly trade between 5x and 15x forward-12-month (FTM) sales partly due to their 40% to
55% EBITDA margins. We think SRAX is capable of achieving that level of margins, but it will require greater scale.

Source: FactSet and Dawson James Securities estimates

Based on our forward-12-month revenue estimate of $28 million, SRAX shares trade below that range, or at 2.9x forward-12-month
sales, and at 2.5x our 2022 sales estimate of $32.8 million.

Price Target
Our price target of $10 is based on an EV/Sales multiple of 7x our 2022 revenue estimate of $32.8 million. The EV/Sales multiple
is a discount of nearly 30% to the group median of 9.9x. At the group median, the price target would be $13.84. Our revenue
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estimate for 2022 includes $3.8 million from BIGToken so implicitly values SRAX’s 57% share of BIGToken at $15 million, far
below the $2.2 billion current public market value of SRAX’s ownership of BIGToken.
Risk Analysis
Risks to achieving our price target include negative impacts of the COVID-19 pandemic, the ability to scale the Sequire platform,
introduction of new platform services, ability to make debt and acquisition payments, potential pressure on the share price from
conversion of the OID and exercise of warrants followed by sale of the shares received in the exercise.
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Exhibit 1. Income Statement
($ in 000s, except per-share data)

Source: SRAX, Inc. and Dawson James Securities estimates
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Exhibit 2. Balance Sheet and Cash Flow Statement

Source: SRAX, Inc. and Dawson James Securities estimates
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Important Disclosures:
Price Chart:

Price target and ratings changes over the past three years:
Initiated – Buy – April 19, 2021 – Price Target $10.00
Dawson James Securities, Inc. (the "Firm") is a member of the Financial Industry Regulatory Authority ("FINRA") and the Securities
Investor Protection Corporation ("SIPC").
The Firm does not make a market in the securities of the subject company(s). The Firm has not engaged in investment banking
relationships with the subject company in the prior twelve months, as a manager or co-manager of a public offering and has not received
compensation resulting from those relationships. The Firm may seek compensation for investment banking services in the future from
the subject company(s). The Firm has not received any other compensation from the subject company(s) in the last 12 months for
services unrelated to managing or co-managing of a public offering.
Neither the research analyst(s) whose name appears on this report nor any member of his (their) household is an officer, director, or
advisory board member of these companies. The Firm and/or its directors and employees may own securities of the company(s) in this
report and may increase or decrease holdings in the future. As of March 31, 2021, the Firm as a whole did not beneficially own 1% or
more of any class of common equity securities of the subject company(s) of this report. The Firm, its officers, directors, analysts, or
employees may affect transactions in and have long or short positions in the securities (or options or warrants related to those securities)
of the company(s) subject to this report. The Firm may affect transactions as principal or agent in those securities.
Analysts receive no direct compensation in connection with the Firm's investment banking business. All Firm employees, including the
analyst(s) responsible for preparing this report, may be eligible to receive non-product or service-specific monetary bonus compensation
that is based upon various factors, including total revenues of the Firm and its affiliates as well as a portion of the proceeds from a broad
pool of investment vehicles consisting of components of the compensation generated by investment banking activities, including but
not limited to shares of stock and/or warrants, which may or may not include the securities referenced in this report.
Although the statements in this report have been obtained from and are based upon recognized statistical services, issuer reports or
communications, or other sources that the Firm believes to be reliable, we cannot guarantee their accuracy. All opinions and estimates
included in this report constitute the analyst's judgment as of the date of this report and are subject to change without notice.
Information about valuation methods and risks can be found in the "Valuation" and "Risk Analysis" sections of this report.
The securities of the company discussed in this report may be unsuitable for investors depending on their specific investment objectives
and financial position. This report is offered for informational purposes only and does not constitute an offer or solicitation to buy or
sell any securities discussed herein in any jurisdiction where such would be prohibited. Additional information is available upon request.
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Ratings Definitions:
1)
2)
3)

Buy: The analyst believes the price of the stock will appreciate and produce a total return
of at least 20% over the next 12-18 months.
Neutral: The analyst believes the price of the stock is fairly valued for the next 12-18
months.
Sell: The analyst believes the price of the stock will decline by at least 20% over the next
12-18 months and should be sold.

The following chart reflects the range of current research report ratings for all companies, followed by the analysts of the Firm. The
chart also reflects the research report ratings relating to those companies for which the Firm has performed investment banking
services.

Ratings Distribution
Market Outperform (Buy)
Market Perform (Neutral)
Market Underperform (Sell)
Total

Company
Coverage
# of
Companies
20
9
0
29

% of
Total
69%
31%
0%
100%

Investment
Banking
# of
Companies
6
0
0
6

% of
Totals
30%
0%
0%
21%

Analyst Certification:
The analyst(s) whose name appears on this research report certifies that 1) all of the views expressed in this report accurately reflect his
(their) personal views about any and all of the subject securities or issuers discussed; and 2) no part of the research analyst's compensation
was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research analyst in this
research report; and 3) all Dawson James employees, including the analyst(s) responsible for preparing this research report, may be
eligible to receive non-product or service-specific monetary bonus compensation that is based upon various factors, including total
revenues of Dawson James and its affiliates as well as a portion of the proceeds from a broad pool of investment vehicles consisting of
components of the compensation generated by investment banking activities, including but not limited to shares of stock and/or warrants,
which may or may not include the securities referenced in this report.
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