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Investment Highlights 

Full year 2021 and Q1 22 financial results for WOW! were released, with 2021 
revenue for WOW! (in U.S. dollars) up 40% to $64 million, EBITDA tripling to $6.7 
million and EBITDA margin of 10.5%, the highest in WOW! history. The strong 
momentum continued in Q1 with revenue up 54% to $18.2 million, and EBITDA of 
$2.0 million, up 39% from Q1 21. 
 
WOW!’s revenue is segmented into Animation Production and Networks & 
Platforms. Animation Production was 65% of total 2021 revenue and 70% of Q1 22 
revenue. Of that, about one-third of Animation Production revenue for 2021 (23% in 
Q1 22) was for company-developed and owned content and the remainder third-party 
animation services.  Networks & Platforms is mostly YouTube derived revenue and 
has stabilized around $5 to $6 million per quarter. 

 
Genius has $125 million in production orders, best thought of as 18-24 months in 
duration, across 15 animated series, of more than 400 episodes. These orders include 
production for third-parties as well as internally developed content. The level of 
production orders is far in excess of the production backlog and internal content 
investment of WOW! Unlimited before its acquisition by Genius. We think this 
provides solid revenue visibility for the company for the next twelve months. 
 
With the consummation of the WOW! Unlimited acquisition, Genius now has in-
house content creation from Genius Brands, talent acquired from WOW!, 
independently created content from WOW!’s YouTube multi-channel network and 
global distribution capabilities contributed by YFE and AmebaTV. WOW!’s 
animation studio produces in-house content and for customers such as Dreamworks 
and Mattel. Genius also operates the largest marketing and media agency within the 
Kids 2-11 age group, with annual media spending exceeding $100 million. In a very 
short period of time Genius has transformed itself into a global developer, producer 
and distributor of animated children’s content. We expect the company to continue 
adding to its portfolio of assets and capabilities over the coming years. 
 
Valuation: We believe the shares should trade at the high-end of the historical range of a comparable group of media companies, or 
7x to 8x 2023E sales. This puts the valuation for the revenue generated predominantly by the Genius and WOW! content at around 
$2.50 per share. We estimate the replacement value of the company’s library of content, primarily from YFE which has been under-
utilized because of its weak balance sheet, is over $800 million, or an additional $2.50 per share. Combined, this results in a price target 
of $5 per share. 
 
Risks: Risks to achieving our price target include challenges in integrating the operation of WOW! and YFE, competition from larger 
companies, ability to attract creative talent, attracting and retaining management necessary to manage a global organization and changes 
in consumer behavior and viewing patterns brought on by the COVID-19 pandemic.

Genius Brands International, Inc. (NASDAQ: GNUS) 

 
Buy: WOW! Full year 2021, Q1 22 and Pro forma financials 

released. 

   
Financial results for WOW! for 2021 and Q1 22 were released as well as pro forma 

financials for the combination with Genius. We reiterate our Buy recommendation 

and $5 price target. 

 

James McIlree, CFA 
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Valuation 

A comparable group of media and entertainment companies trades on average at 1.8x FTM sales, but the range is wide, from 0.6x 
to almost 3.0x driven by growth and margins. Genius is trading at 2.6x FTM sales but at 2.2x our 2023 revenue estimate, which 
includes a full year of WOW! 
  

 
Source: Factset and Dawson James Securities estimates 

 
We believe an EV/Sales ratio at the higher end of the historical comp range, which has reached 8x sales, is appropriate because of 
the high-growth potential for Genius. The content from Genius and WOW! will benefit greatly, we believe, from the ability to 
utilize the YFE network in Europe and the rest of the world. Genius’s Kartoon Channel! will benefit from the addition of content 
from YFE’s library and the company’s media buying power can leverage the stronger content with ad buyers. Results at WOW!’s 
MCN (multi-channel network) and O&O (owned and operated) networks have been improving and with additional capital and 
expanded distribution, we expect an acceleration in growth. Plus, the addition of two animation production studios should allow 
the entire Genius organization to produce higher-quality content at lower costs than it is currently capable of doing. All of these 
factors, we believe, suggest the shares should trade at the high-end of the historical comparable range or 7x to 8x 2023E sales. This 
puts the valuation for the revenue generated predominantly by the Genius and WOW! content at around $2.50 per share. We 
estimate the replacement value of the company’s library of content, primarily from YFE which has been under-utilized because of 
its weak balance sheet, is over $800 million, or an additional $2.50 per share. Combined, this results in a price target of $5 per 
share. 
 

Risk Analysis  

Risks to achieving our price target include challenges in integrating the operation of WOW! and YFE, competition from larger 
companies, ability to attract creative talent, attracting and retaining management necessary to manage a global organization and 
changes in consumer behavior and viewing patterns brought on by the COVID-19 pandemic.
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Exhibit 1. Income Statement  

 

 
 

Source: Genius Brands International, Inc. and Dawson James Securities estimates 
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Exhibit 2. Balance Sheet & Cash Flow Statements 

 

 
Source: Genius Brands International, 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 – December 15, 2021 – Price Target $5.00 
Update – Buy – January 14, 2022 – Price Target $5.00 
Update – Buy – April 8, 2022 – Price Target $5.00 
Update – Buy – May 19, 2022 – Price Target $5.00 
Update – Buy – June 15, 2022 – Price Target $5.00 
Update – Buy – June 23, 2022 – Price Target $5.00 
 
 

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 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 June 16. 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. 
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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. 
 
 

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 16-Jun-22       

  

Company 

Coverage   

Investment 

Banking   

Ratings Distribution # of Companies % of Total # of Companies 

% of 

Totals 

Market Outperform (Buy) 31 72% 4 13% 

Market Perform (Neutral) 12 28% 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. 
 

 

 


