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Investment Highlights 

In the long-term, we believe Oblong’s unique technology platform, Mezzanine, can 
make remote work collaboration more productive and more efficient. However, it has 
taken longer than expected for widespread deployment and we have adjusted our 
projections to reflect this reality The continued slow return of workers to offices has 
delayed demand for Mezzanine and delayed revenue and cash generation. This has 
led to a strain on the company’s balance sheet. As of the end of Q1 the company’s 
cash balance was $6.6 million, less than one year of cash at recent burn rates. We 
have modeled capital raises this year and next and given the depressed stock price 
and current challenging market conditions, we expect a capital raise will be very 
expensive. 
 
We believe Oblong’s Mezzanine platform is well-suited for a hybrid work 
environment where office workers can effectively interact with each other from 
multiple locations, using multiple devices. However, the continued unwillingness of 
office workers to return to the office, for corporations to force that return and the 
evaluation of companies regarding their need for office space and the equipment 
needed has resulted in purchase delays for video collaboration software like Oblong’s 
Mezzanine. Now, with interest rates increasing, we believe capital spending plans 
will be scrutinized and possibly delayed to ensure projects meet return objectives. 
Our estimates for this year reflect this dynamic and we expect more meaningful 
deployments could begin next year.  
 
Delays in deployments has strained the company’s balance sheet. At the end of Q1 
Oblong had $6.6 million in cash and the recent quarterly burn rate has been about 
$2.5 million. The company is cutting costs to conserve cash but will still need to raise 
capital and given the current environment, we expect this will be an expensive 
project. 
 
Ultimately, we expect that businesses globally, when they can, will adopt a hybrid work environment, allowing workers to work from 
the traditional office or from home. We believe this will necessitate greater team interaction over videoconferencing. Oblong’s 
Mezzanine is a unique technology platform that makes remote work collaboration more productive and more efficient and will likely 
benefit greatly from the changes to work that are underway. 
 
Valuation: Our price target of $1 reflects an enterprise value of $30 million, at the low end of a $25 to $50 million range that we 
believe reflects the risks of new technologies attempting to deploy in today’s markets where interest rates are rising, the company’s 
low cash balances, the necessity of raising capital, and a discount to the $100 million that has been invested to develop the underlying 
technology and platform. 
  
Risks: Risks include further delays in workers returning to offices, increasing interest rates slowing demand for new equipment, interest 
rate increases slowing the economy, dependence on channel partner Cisco and the necessity of raising capital.  

Oblong, Inc. (NASDAQ: OBLG) 

 
Buy: Q1 Review. Lowering Price Target 

   
We are lowering our price target on Oblong to reflect continued delays in 

deployment of Oblong’s Mezzanine video conferencing and collaboration platform 

as well as the need for the company to raise capital given its low cash balance. Our 

price target of $1 is based on an enterprise value of about $30 million.  

 

James McIlree, CFA 
561-237-2709 

jmcilree@dawsonjames.com 
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Oblong’s patented multi-stream collaboration technologies enable digital workplace collaborations, such as videoconferencing, to 
simultaneously share content among all the participants in a session regardless of the user’s location or platform. This is a unique 
technology, and as digital collaboration becomes more common and more integral to companies’ workflows, we expect multi-
stream collaboration technologies to become critical for all videoconferencing applications.  
 
Oblong is transitioning from a hardware-only solution to a cloud-based SaaS (software-as-a-service) model with positive 
implications for margins, cash-flow generation, consistency of results and the stock’s EV/Sales multiple, in our view. The transition 
to a SaaS model will likely take a number of years, during which margins should improve and revenues accelerate as the user-base 
builds. Mature SaaS-based companies generate gross margins of ~80% and often sport elevated EV/Sales multiples. 
 
Oblong’s flagship product family, Mezzanine, integrates rooms with multiple screens with remote terminals including laptops and 
mobile devices. The power of Mezzanine is its ability to enable sharing of content from any device connected in the session with 
all the other devices connected. We believe this is the next step in remote group collaboration and expect it to become ubiquitous 
over time since it improves meeting productivity and is particularly well-suited to the current environment where COVID has 
disrupted the traditional work environment. 
 
Valuation and Price Target 

Our price target of $1 reflects an enterprise value of $30 million, at the low end of a $25 to $50 million range that we believe reflects 
the risks of new technologies attempting to deploy in today’s markets where interest rates are rising, the company’s low cash 
balances, the necessity of raising capital, and a discount to the $100 million that has been invested to develop the underlying 
technology and platform. 
 
Risk Analysis 

The company faces considerable risks. Risks include further delays in workers returning to offices, increasing interest rates slowing 
demand for new equipment, interest rate increases slowing the economy, dependence on channel partner Cisco and the necessity of 
raising capital.  
 
We expect Oblong to generate well over 50% of its sales through Cisco for at least the next 18 months. Our revenue estimates are 
at risk if Cisco’s Webex is unable to compete effectively against Zoom, Microsoft Teams and other videoconferencing services. 
Oblong’s technology is patent protected, but success will likely attract competition. Oblong will need to integrate with other 
collaboration technology products and services, which could be time-consuming and expensive. Offering a product that is part of a 
larger service presents opportunities, but also risks since Oblong may not exert price control or have direct contact with the 
customer. This could put the company’s revenue stream at risk. 
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Exhibit 1. Income Statement (000s) 

 

 
 

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

 

 
 

Source: Oblong, 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 27, 2021 – Price Target $15.00 
Update – Buy – May 14, 2021 – Price Target $15.00 
Price Target Change – Buy – July 6, 2021 – Price Target changed from $15.00 to $13.00 
Update – Buy – August 12, 2021 – Price Target $13.00 
Price Target Change – Buy – December 31, 2021 – Price Target changed from $13.00 to $5.00 
Price Target Change – Buy – May 12, 2022 – Price Target changed from $5.00 to $1.00 
 
 

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 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 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 April 7, 2022, 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. 

Current as of 26-Apr-22       

  

Company 

Coverage   

Investment 

Banking   

Ratings Distribution # of Companies % of Total # of Companies 

% of 

Totals 

Market Outperform (Buy) 32 74% 4 13% 

Market Perform (Neutral) 11 26% 0 0% 

Market Underperform (Sell) 0 0% 0 0% 

  Total 43 100% 4 9% 

 

 

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. 
 

 

 


