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Investment Highlights 

Smith Micro is a provider of location-based and other services to the wireless carrier 

market. The company’s platforms provide parental monitoring, device control, real-

time location monitoring, alerts when family members enter or exit user-defined 

safety areas, location alerts, control over apps and usage, and enable locking or 

wiping clean devices that are lost or stolen. T-Mobile is the company’s largest 

customer, via T-Mobile’s acquisition of Sprint. The addition of Verizon as a major 

customer, via Smith’s acquisition of the Family Safety Mobile Business from Avast, 

will reduce Smith’s customer concentration considerably.  

 

Revenue grew 65% in 2019, primarily from the expansion of Sprint’s Safe & Found 

family location and parental controls app, based on Smith’s SafePath platform. 

Despite the negative impact of the pandemic and the acquisition of Sprint by T-
Mobile, revenue for Smith Micro grew 18% in 2020, although the year-over-year 

growth rate diminished in each quarter. We have modeled 18% top-line growth in 

2021, with the year-over-year growth rate troughing in Q1 and rising in each 

subsequent quarter. 

 

For decades, Smith has excelled at developing and selling software to wireless 

carriers. Carriers serve a market of tremendous scale, and a successful product 

typically results in substantial revenue and EBITDA growth for suppliers such as 

Smith. Software also carries high margins, and the barriers to entry to the carrier 

market are high. We expect Smith to leverage its success in the family safety market 

to expand, most likely by acquisition, into other products for wireless carriers. 

 

Smith is scheduled to report Q1 results on Wednesday, May 5, after the close. We 

are looking for revenue of $11.0 million and EBITDA of $0.7 million. 

 

Valuation: Our price target of $11.10 is based on an EV/Sales multiple of 7.1x our 

2022 revenue estimate of $79.7 million. Shares of a comp group of other software 

and software-as-a-service vendors trade between 2x and 9.3x FTM sales (based on 

FactSet estimates). We have chosen a target multiple towards the higher end of the 

range because of Smith’s dominance in its sector and a robust outlook.  

  

Risks: Risks to achieving our price target include declines in the CommSuite product 

line, disruptions from the T- Mobile acquisition of Sprint, integration of the Family 

Safety business, continuing impacts of the COVID pandemic and customer 

concentration. 

Smith Micro Software, Inc. (NASDAQ: SMSI) 

 
Buy: Initiate Coverage with Buy and $11.10 Price Target 

   
We initiate coverage of Smith Micro Software with a Buy recommendation and an 

$11.10 price target. With the acquisitions of its two major competitors, Smith is an 

undisputed market-share leader in family safety services for the wireless market. The 

recently completed purchase of the Family Safety Mobile business from Avast 

reduces customer concentration, adds important intellectual property, provides a 

base for expansion into international markets, and sets up the potential for product 

line expansion, particularly into home and IoT services. 

 

James McIlree, CFA 
561-237-2709 

jmcilree@dawsonjames.com 
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Product Line Summary 

Smith Micro offers four software platforms to the wireless carrier market: 1) Safe Path and 2) the Family Safety business acquired 

from Avast, both targeted to the family location and parental control market. T-Mobile/Sprint is the major customer of SafePath. 

Verizon is the dominant customer for the Family Safety business. 3) ViewSpot is a smart retail platform that manages and provides 

analytics of on-screen demos displayed on devices at the carrier’s retail outlets. 4) CommSuite is a visual voicemail service for 

Android devices on the Sprint and Boost networks.  

 

In 2020, SafePath generated $28 million in revenue, or 55% of total revenue, and CommSuite generated $18.2 million, or 35% of 

total revenue. In 2021, we expect the SafePath and Family Safety businesses to generate $39.1 million in revenue, or 65% of total 

revenue, and CommSuite $16.4 million, or 27% of total revenue. SafePath was acquired in mid 2016 and has been responsible for 

most of the company’s growth over the past few years, offsetting declines in other revenue and CommSuite, whose revenue has 

ranged between $14 and $18 million annually for the past few years. ViewSpot was acquired in January 2019 and contributed $4.2 

million in revenue for 2020. 

 

SafePath 

Smith entered the family location and device control market in July 2016 with the purchase of iMobile Magic, a Portuguese 

company with multiple operator customers in Europe, such as T-Mobile, O2, and MEO (Portugal Telecom). Two additional carriers 

in Asia were also in deployment at the time of the purchase. Additional carriers have been signed, but the most significant new 

customer was Sprint, which signed with Smith Micro in the first half of 2017 and launched its Safe & Found service in October of 

2017. Sprint’s prepaid service, Boost, began offering Safe & Found in June of 2019. 

 

All three major US wireless carriers offer a family location and control plan at similar price points: 

 

• Secure Family from AT&T: $7.99 per month 

• Smart Family from Verizon: $4.99 to $9.99 per month 

• FamilyMode from T-Mobile: $10 per month 
 

Source: AT&T, Verizon and T-Mobile web sites 

 

In addition, Safe & Found is still available to Sprint customers at $9.99 per month. With the acquisition of the Family Safety 

business from Avast, Smith is the sole provider of family location and control software to the three largest U.S. wireless carriers. 

Smith provides SafePath to other domestic carriers, including Dish Network, which purchased Sprint’s pre-paid customer operation, 

Boost, as part of the merger agreement between T-Mobile and Sprint. Also, SafePath has several international customers. 

 

T-Mobile’s primary location and parental controls platform was developed by Circle Media Labs, and T-Mobile was a strategic 
investor in Circle. In February of 2020, Smith Micro acquired the operator business of Circle Media Labs for $13.5 million in cash. 

Circle’s operator business generated about $4 million in revenue in 2019 from T-Mobile and Sky and its strong parental control 

technology was integrated into SafePath 7.0, which was released in November of 2020. 

 

In April of this year, Smith completed the acquisition of the Family Safety business of Avast for $56 million in cash and 1.5 million 

shares of Smith stock. Six years ago, all of the major U.S. carriers, Sprint, T-Mobile, AT&T and Verizon were customers of Location 

Labs, the predecessor to Avast’s Family Safety business. Location Labs was acquired by AVG Technologies in 2014 for about 

$140 million. AVG was acquired by Avast plc in 2016. In 2013, Location Labs generated $27 million in revenue, and in 2014, 

almost $37 million (source: AVG public filings). Data from 2015 to 2019 is not available, but Avast has stated revenue from its 

carrier business began declining in 2018 and has remained in decline since the loss of Sprint as a customer, to Smith, in 2017, with 

overall softening from its other carrier customers. The Family Safety business generated $44 million in revenue in 2019 and $37 

million in 2020 (source: Smith Micro public filings). 

 

Smith pegs recurring revenue from the Family Safety business at $18 to $19 million for 2021, and this only from Verizon and two 

European customers: Vodafone in the Czech Republic and Wind Tre in Italy. A renewal of AT&T’s contract is in doubt, and a $14 

million earn-out is solely based on that renewal. We have only included revenue from Verizon and the two European customers in 

our estimates.   

 

CommSuite 

CommSuite is a messaging platform sold to wireless carriers and allows wireless subscribers to manage their voice messages like 

texts and emails with reply, forwarding and sharing options. Visual Voicemail (VVM) can provide a voice to text transcription of 

messages and email and/or text the transcribed message to the user. 

 

http://www.dawsonjames.com/
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CommSuite’s platform is installed on 15 to 20 million Android devices, across 200 models on the Sprint and Boost networks. The 

service is a freemium model, with all eligible phones loaded with CommSuite and VVM, but additional services are unlocked with 

ads or for a monthly fee. Assuming a revenue share between Sprint and Smith of 50/50 and 90% to 95% of the revenue from 

premium services, we estimate VVM subscribers between 1.0 million and 1.2 million, or about 6% of the total Android devices 

with Smith’s VVM platform installed. 

 

About 25% of total CommSuite revenue is generated on the Boost network, with the remainder on the Sprint, now T-Mobile, 

network. It is uncertain if T-Mobile will incorporate CommSuite into its service offering, and we are assuming the Sprint 

CommSuite revenue will decline as customers migrate to the T-Mobile network. If that transition is rapid, Smith will have a 

challenge in replacing that revenue. We have assumed CommSuite revenue will decline 10% this year, from $18.2 million to $16.4 

million and decline 19% in 2022 to $13.4 million. 

 

ViewSpot 

ViewSpot is a smart retail platform that manages and provides analytics of on-screen demos displayed on devices at the carrier’s 

retail outlets. With ViewSpot, a carrier can pre-load on display phones information about the device, price comparisons, and special 

offers for the device or services. The platform tracks the interaction with the consumer so the carrier can analyze the buyer’s 

behavior and optimize its offerings. The ViewSpot platform tracks the average amount of time a consumer spends interacting with 

the device, which content is attracting the most consumer attention, and device health. Analytics for average session time and 

engagement by device can be compared to activation per device and market and used to evaluate the effectiveness of campaigns 

and offers. 

 

ViewSpot is the result of an asset purchase of ISM Connect’s Smart Retail product suite. The suite generated $3.8 million in 

revenues in 2018 from long-term contracts with two Tier 1 US carriers and one Tier 1 European carrier. Operating income was $1.9 

million, a 50%+ margin. 

 

In 2019, ViewSpot generated $4.1 million in revenue, and Q4 was the lowest mark for the year due to a decrease in promotional 

activity at an existing customer, the loss of a Tier 1 customer in North America and the delayed launch at AT&T Mexico. Weakness 

in the first half of 2020 was offset by strength in the second half, and ViewSpot revenue for the full year was $4.2 million.  

 

Outlook 

We have modeled SafePath at T-Mobile to decline in the first half of this year and resume growth in the second half. This is partly 

driven by the waning impacts of the pandemic but mostly from the introduction of SafePath 7.0 to the combined Sprint/T-Mobile 

customer base. CommSuite is modeled to decline this year and next, but to date, Smith has done an excellent job staving off the 

expected decline. 

 

Revenue. $ in M 2020A 2021E 2022E 

SafePath $ 28.0 $ 25.1 $ 37.5 

Family Safety  $ 14.0 $ 23.5 

CommSuite $ 18.2 $ 16.4 $ 13.4 

ViewSpot  $ 4.2 $ 4.8 $ 5.2 

Other $ 0.9 $ 0.1 $ 0.1 

Total $ 51.3 $ 60.4 $ 79.7 
Source: Smith Micro Software, Inc. and Dawson James Securities estimates. 

 

We assume continued growth in 2022. This is partly due to the assumed elimination of the pandemic on the economy as well as the 

Fed’s loose monetary policy driving robust economic growth. In Q1 2020, SafePath generated almost $8 million in revenue and 

our $37.5 million estimate for 2022 is 17% above that run-rate level. In addition, there are three new customers for SafePath 

launching this year that should provide a meaningful revenue contribution in 2022. The Family Safety business is assumed to 

contribute $23.5 million in revenue, up about 25% from the full-year recuring revenue of $18.5 million. 

 

The integration of the Family Safety business presents some managerial and modeling challenges. The Avast Family Safety Mobile 

business in 2020 generated $36.6 million in revenue from five mobile operators. Smith estimates recurring revenue this year of $18 

to $19 million. Recurring revenue excludes any contribution from Sprint, which has been migrating to SafePath, and AT&T. 

EBITDA for the Family Safety business was about $6 million in 2020. This excludes a $1.2 million restructuring expense and was 

down sharply from $13 million in 2019. The decline reflects a drop in revenues from $44 million in 2019 to $37 million in 2020, 

while expenses, excluding the restructuring charge, were mostly fixed. 

 

http://www.dawsonjames.com/
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Much of the decline in the Family Safety business was due to the loss of the Sprint contract to Smith Micro. Combining the Family 

Safety revenue with the SafePath revenue, the pro forma combined revenue (excluding ViewSpot and CommSuite) in 2019 was 

$62 million and in 2020 $65 million. This is 5% growth in a year impacted by the pandemic.  

 

One of the major challenges for Smith Micro will be expense control as the legacy contracts expire. In our model, we have included 

only recurring revenue beginning in Q2 and have assumed some reduction in the expense run rate due to the restructuring actions 

taken prior to the acquisition as well as assumed expense reduction as revenue from legacy customers wanes. However, expenses 

are typically stickier than revenue, so it is possible we have been too optimistic on our expenses. We believe if this is the case, it 

will be offset by our omission of legacy revenue this year, which will be greater than what we have included in our estimates. That 

is, greater than zero. 

 

For this year, we assume $14 million in revenue from the Family Safety acquisition for the almost three quarters of the year it is 

owned by Smith. For now, we are assuming a minimal incremental EBITDA contribution. As pointed out above, we have assumed 

some expense reduction of the Family Safety business from the 2020 levels and zero contribution from legacy contracts. A non-

zero revenue contribution from legacy should provide some revenue and EBITDA upside to our estimates. 

 

We expect 2022 to be a growth year as the pandemic is put behind us and the Fed’s loose monetary policy drives robust growth. 

We are looking for a $23.5 million revenue contribution from the Family Safety business, up about 25% from expected recurring 

revenue for the full year 2020. We also expect a $5 to $10 million incremental EBITDA contribution, with some growth in opex 

from the 2020 levels. 

 

Valuation 

Our price target of $11.10 is based on an EV/Sales multiple of 7.1x our 2022 revenue estimate of $79.7 million. Shares of a comp 

group of other software and software-as-a-service vendors trade between 2x and 9.3x FTM sales (based on FactSet estimates). We 

have chosen a target multiple towards the higher end of the range because of Smith’s dominance in its sector and a robust outlook. 

 

 
Source: FactSet and Dawson James Securities estimates. 

 

Risk Analysis 

Risks to achieving our price target include declines in the CommSuite product line, disruptions from the T- Mobile acquisition of 

Sprint, integration of the Family Safety business, continuing impacts of the COVID pandemic and customer concentration. 

 

 

http://www.dawsonjames.com/
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Exhibit 1. Income Statement  

 

 
 

Source: Smith Micro Software, Inc. and Dawson James Securities estimates 

http://www.dawsonjames.com/
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Exhibit 2. Balance Sheet and Cash Flow Statement  

 

 
 

Source: Smith Micro Software, 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 – May 4, 2021 – Price Target $11.10 

 

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. However, Dawson James Securities does employ a Registered Representative who serves 

on the board of the company. This individual does not beneficially own 1% or more of any class of common equity securities of the 

subject company(s) of this report. 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 April 30, 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. 
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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. 

 

 

Ratings Definitions: 

 

1)  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. 

2)  Neutral: The analyst believes the price of the stock is fairly valued for the next 12-18 

months. 

3) 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. 

 

As of: 27-Apr-21    

  Company Coverage Investment Banking 

Ratings Distribution # of Companies % of Total # of Companies % of Totals 

Market Outperform (Buy) 21 68% 5 24% 

Market Perform (Neutral) 10 32% 0 0% 

Market Underperform (Sell) 0 0% 0 0% 

  Total 31 100% 5 16% 

 

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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