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Investment Highlights 

Vuzix has been working for over a year with a global Fortune 50 online retailer to 

integrate its smart glasses solution into the retailer’s warehouse supply chain 

operations. Vuzix is now deployed in over 40 European warehouses for this 

customer; we expect this customer and this market segment to be a significant source 

of revenue for the coming years.  

 

As expected, Vuzix unveiled its binocular smart glasses solution, the Shield, at CES. 

We expect a formal product introduction in the first half of 2022 and initial sales in 

the first half as well. Pricing has not been revealed, but we expect it to be at a premium 

to the $800 price of the Blade since the Shield has more features including binocular 

capabilities. 

 

The company also introduced the M400-C, ruggedized smart glasses which attach to 

a portable computer or smartphone with a USB-C DisplayPort. The product is similar 

to a custom product made for Toshiba a few years ago.  

 

We believe Vuzix has the broadest product and service portfolio in its history 

addressing multiple market niches at multiple price points. Demand is strong as the 

years of development, pilots, and tests have been catalyzed by the disruptions 

wrought by the reaction to COVID. The need for remote monitoring, training, 

instruction, repair and other tasks, plus the need to improve productivity, has resulted 

in numerous customers adopting the technology and numerous new customers 

bringing forward their testing and deployment plans. 

 

Remote training and support has been a key market for smart glasses, but traction 

prior to COVID was slower than expected. Vuzix has invested significant time and 

resources to improve the technology, expand distribution and service infrastructure 

and grow the ROI for customers. COVID was a crash course for businesses in the 

efficacy of remote training and support with smart glasses and we expect this, along 

with the improvements made by Vuzix, will result in a permanent shift in the need 

for this product resulting in an acceleration in the company’s revenue. 

 

Price Target Methodology  

Our $15 price target values the company’s smart glasses and waveguide businesses at a significant discount to recent market 

transactions in the smart glasses space of $775M to $2B and $500M to $542M in the waveguide market. (see page 2) 

 

Risk Analysis 

Risks to achieving our price target include continuing negative impacts of the COVID-19 pandemic on the overall economy, changes 

to business practices in the medium and long-term due to the COVID-19 pandemic, potential competition from Apple and Facebook, 

increased competition from Google and RealWear, ability to deliver new products on time and manufacturing costs as sales ramp. 

Vuzix Corporation (NASDAQ: VUZI) 

 
Buy: New Products. Progress with Fortune 50 Online Retailer. 

   
This week Vuzix introduced the M400-C, the latest variation of its M400 series smart 

glasses and, as expected, previewed the Shield binocular smart glasses at CES. Also, 

the company also announced initial deployment in 40 warehouses of a Fortune 50 

online retailer. We reiterate our Buy recommendation of Vuzix and $15 price target. 
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The healthcare market has been a key source of revenue since the pandemic changed the nature of health care delivery. We expect 

this market to remain strong for the company as we believe the changes in health care delivery are not going back to the old methods 

any time soon. 

 

Currently, the company has almost $130 million in cash, more than enough to get it to cash flow break-even, in our view, and more 

importantly an asset for accelerating product development, market access and strategic acquisitions. 

 

Outlook 

The COVID lockdowns have been a catalyst for enterprises to more aggressively explore and evaluate solutions for remote work, 

including training, maintenance, production, oversight, and verification plus other activities. Travel restrictions as well as 

government and company-imposed work-from-home mandates have resulted in a sharp increase in demand for Vuzix’s smart 

glasses. For instance, in late 2020 Vuzix announced Clorox had deployed the Vuzix M-400 for quarterly audits required by its 

outside auditor and maintenance of manufacturing equipment and the Vuzix smart glasses solution allowed Clorox to meet these 

requirements. 

 

We expect the economy-wide changes brought about by COVID will be semi-permanent. These changes include greater reliance 

on remote maintenance and repairs, increased use of telemedicine and increased investment in logistics technology to reduce the 

time and cost in providing goods to consumers and businesses. All of these changes, we believe, are positive for Vuzix and the 

smart glasses market. For example, corporate-imposed flying restrictions and worker reluctance to travel has companies looking 

for alternatives for a variety of tasks including diagnostics and repair. There are numerous Vuzix use cases in the medical markets. 

Ohana One has partnered with Vuzix to offer virtual surgical training globally. Surgeries using Vuzix smart glasses have been 

facilitated by technology partners, Pixee Medical and Medacta. The company is optimistic smart glasses use in healthcare, logistics, 

and remote training and repair will show meaningful growth in 2022. 
 

Sales in 2020 increased 93% over 2019 levels and in the first half of 2021 sales were up almost 50% versus the first half of 2020. 

However, in Q3 the company experienced the widely-discussed economy-wide supply chain issues and sales grew only 9% versus 

the year-ago quarter. The company believes supply chain issues caused shipment shortfalls of $500 thousand or more. Absent 

supply chain issues Q3 revenue growth would have been an estimated 25% or more. 
 

Our revenue estimate for 2021 is $13.9 million, a 20% increase over 2020, and negatively impacted by supply chain issues in the 

second half. For 2022 our revenue estimate is $24.3 million, a 75% increase, with revenue accelerating in the second half as we 

assume supply chain issues ease and the company benefits from strong demand in the medial and logistics markets, as well as a 

high likelihood of production beginning on the custom aerospace/defense product it has been working on for the past two years. 

 

From May of 2020 through May of 2021 Vuzix raised over $165 million putting it in a much stronger position to compete against 

other smart glasses providers and waveguide manufacturers and capable of expanding its product and technology position with 

acquisitions and investments in other companies. For instance, Vuzix is performing due diligence on the “acquisition of a disruptive 

nano electrooptical technology.” (Source: Vuzix Corp. Investor Presentation, November 8, 2021) This is the first time in the 

company’s history it has been in such a strong financial position and we believe it makes Vuzix a much more formidable competitor 

and attractive acquisition candidate. 

 

Valuation 

Our price target is based on recent market transactions in the smart glasses and waveguide markets. These are two distinct markets, 

and Vuzix has important and meaningful positions in both of them. 

 

In the smart glasses market Pico Interactive was acquired by ByteDance (parent of TikTok) in August of 2021 for a reported $775 

million. In October of 2021, Magic Leap raised $500 million at a reported $2 billion valuation. The average of these two transactions 

is $1.4 billion. Financial data for each is not available, but we believe revenue for Magic Leap is minimal.  

 

In the waveguide market DigiLens raised $50 million in November 2021 at a $500 million valuation and in May of 2021 Snap 

purchased Wave Optics for cash and stock totaling $541.8 million. The average of these transactions is $521 million. Revenue is 

not available for either of these companies but we believe are minimal. Snap has stated revenue from Wave Optics was not material 

relative to its results.   

 

Combining the average transaction value of $1.4 billion for smart glasses with the $521 million average transaction value for 

waveguides results in a combined target of $1.9 billion, or $30 per share after adjusting for the company’s $129 million cash 

balance. However, we have discounted this sharply, to $15, to reflect the risk of competition by larger and better capitalized 

competitors, the time it may take to bring products to market, the risks COVID has for the growth of the economy and potential 

Federal Reserve actions to combat inflation. 

http://www.dawsonjames.com/
https://www.vrfocus.com/2021/08/pico-interactive-acquired-by-tiktok-owner-bytedance/
https://siliconangle.com/2021/10/11/surprising-still-business-ar-headset-maker-magic-leap-raised-500m-new-funding/
https://venturebeat.com/2021/11/04/samsung-invests-in-digilens-xr-glasses-firm-at-valuation-over-500m/?utm_source=dlvr.it&utm_medium=twitter
https://www.sec.gov/ix?doc=/Archives/edgar/data/1564408/000156459021037670/snap-10q_20210630.htm
https://www.sec.gov/Archives/edgar/data/1564408/000156459021051474/snap-10q_20210930.htm
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Risk Analysis 

Risks to achieving our price target include continuing negative impacts of the COVID-19 pandemic on the overall economy, 

changes to business practices in the medium and long-term due to the COVID-19 pandemic, potential competition from Apple and 

Facebook, increased competition from Google and RealWear, ability to delivery new products on time and manufacturing costs as 

sales ramp. 

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

 

($ in 000’s except per share data) 

 
 

Source: Vuzix Corporation and Dawson James Securities estimates 

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

 

($ in 000’s) 

 
 

Source: Vuzix Corporation and Dawson James Securities estimates 

  

http://www.dawsonjames.com/
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Important Disclosures: 

 

Price Chart: 
 

 
 

 

Price target and ratings changes over the past three years: 

Initiated – Buy – December 21, 2021 – Price Target $15.00 

Update – Buy – January 6, 2022 – Price Target $15.00 

 

 

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 received 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 November 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. 

 

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. 

 

http://www.dawsonjames.com/
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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. 

 

Current as of… 20-Dec-21       

  
Company 
Coverage   

Investment 
Banking   

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

Totals 

Market Outperform (Buy) 26 68% 5 19% 

Market Perform (Neutral) 12 32% 0 0% 

Market Underperform (Sell) 0 0% 0 0% 

  Total 38 100% 5 13% 
 

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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