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Action Summary – 21 Aug 2023 
Analyst Theodore R. O’Neill - Robust revenue growth offset by rising costs – Reiterate our Buy rating and a $9 PT.  

● Robust Sales Growth Offset by Shift in Product Mix and Rising Costs. UCL reported 2Q23 revenue 
of $22MM and an EPS of $0.00 ($0.02 loss per ADS). We had anticipated revenue of $21.5MM and an 
EPS of $0.00 ($0.01 gain per ADS). The consensus was for revenue of $21.65MM and an EPS gain of 
$0.01. The unfavorable $0.03 per ADS EPS variance was primarily due to higher costs of products sold, 
increased sales and G&A expenses, reduced margins resulting from a greater product over service mix, 
and fair value losses on other investments. 

● Core data services continue to grow. The volume of data moving through its platform has grown at a 
25% CAGR for the last three years. Total data consumed through its platform in 2Q increased by 5.3% 
year over year. 

● Revenue continues to rebound with international travel recovery. The resurgence in international 
travel is one of the primary drivers behind the significant growth in sales. Average daily active terminals 
reached a new record of 318,778, up 4.8% from 304,121 in 1Q23 and 9.0% from 292,432 in 2Q22. 

● New products and plans for further expansion. In July 2023, UCL introduced the GlocalMe SIM card, 
featuring patented cloud SIM technology, in 10 key countries such as Japan, the U.S., and Australia. 
Further expansion is planned. Additionally, UCLOUDLINK's Internet of Things (IoT) modules are set to be 
integrated into a major Japanese mobile operator's devices in 2023, which will diversify revenue streams. 

• Attractive Valuation. Based on our discounted future earnings model, the value of all future earnings is 
$9/share. If the shares were to trade at the average multiple of its comparables for 2024 Price to Sales, or 
2024 EV to Sales, the share price would be >$12, surpassing our $9 target.   

8/18 Closing price: $2.60 Market cap: $101MM Market Cap/ 2024 Sales: 
1.41x 

EV/2024 Sales: 1.16 

Diluted Class A ADS 
shares outstanding: 37MM  

Insider ownership: 52% 3-mo avg. daily trading 
volume: >10,000 

Dividend /Yield: NA 
 

GAAP estimates (EPS per ADS - Revenue in USD millions) 
Period 
 
1Q22A 
2Q22A 
3Q22A 
4Q22A 
FY22A 
 
1Q23A 
2Q23A 
3Q23E 
4Q23E 
FY23E 
 
1Q24E 
2Q24E 
3Q24E 
4Q24E 
FY24E 

EPS 
 
($0.27) 
($0.22) 
($0.15) 
($0.03) 
($0.64) 
 
 $0.06 
 $(0.02) 
 $0.03 
 $0.05 
 $0.12 
 
 $0.03 
 $0.06 
 $0.09 
 $0.07 
 $0.24 

Revenue 
 

$15.6 
$18.0 
$18.2 
$19.6 
$71.5 

 
$18.0 
$22.0 
$24.0 
$25.0 
$89.0 

 
$22.0 
$26.0 
$28.0 
$27.0 

$103.0 

Op Margin 
 
 
 
 
 

(26.9%) 
 
 
 
 
 

4.8% 
 
 
 
 
 

8.4% 

Note: Numbers may not add up due to rounding. See our full model at the 
back of this report.  

 

 

Cash balance (in USD millions) 
• 2021A 
• 2022A 
• 2023E 
• 2024E 

• $8.1 
• $15.1 
• $20.7 
• $33.5 

 

Adj. EBITDA (in USD millions) 
• 2021A 
• 2022A 
• 2023E 
• 2024E 

• ($22.6) 
• ($2.3) 
• $10.3 
• $15.6 

 

 

Risks/Valuation 
• Risks: dependence on network operators, a highly regulated industry, currently generating losses 
• Our $9 price target is derived from our discounted future earnings model 

Company description: UCloudlink Group, Inc. is the world’s first and leading mobile data traffic sharing marketplace. It pioneers the 
sharing economy business model for the telecommunications industry. The Company’s products and services offer unique value 
propositions to mobile data users, handset and smart-hardware companies, mobile virtual network operators (MVNOs) and mobile 
network operators (MNOs). 
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Figure 1 – UCloudlink Group, Inc.  – One-Year Trading snapshot 

 

 
Source: CapitalIQ 

Quarterly Results 
Robust Sales Growth Offset by Shift in Product Mix and Rising Costs. UCL reported 2Q23 revenue of $22MM and an 
EPS of $0.00 ($0.02 loss per ADS). We had anticipated revenue of $21.5MM and an EPS of $0.00 ($0.01 gain per ADS). 
The consensus was for revenue of $21.65MM and an EPS gain of $0.01. FactSet did not compile a consensus for EPS per 
ADS. Compared to our estimates (see Figure 2), the unfavorable $0.03 per ADS EPS variance was primarily due to higher 
costs of products sold, increased sales and G&A expenses, reduced margins resulting from a greater product over service 
mix, and fair value losses on other investments.  
Year over year, service revenues for Q2 2023 rose 25.2% to US$14.1MM compared to Q2 2022. Costs for the same period 
increased 20.1% to US$5.9MM. Product revenues in Q2 2023 grew 16.5% to US$7.9MM, largely from terminal sales, with 
costs up 20.5% to US$6.2MM. Overall gross profit increased by 24% to US$9.9MM over Q2 2022.  
Operational losses decreased to US$0.9MM from US$5.8MM in Q2 2022. Net loss was US$0.9MM, compared to a net loss 
of US$6.3MM in the second quarter of 2022. Adjusted EBITDA (Non-GAAP) was US$2.1MM, improving from negative 
US$1.0MM in the same period the previous year. 
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Core data services continue to grow. The volume of data moving through its platform has grown at a 25% CAGR for the 
last three years. Total data consumed through its platform in 2Q23 was 45,682 terabytes (5,530 procured by the company 
and 40,152 procured by its business partners), representing an increase of 4% from 43,936 terabytes in 1Q23. 
Revenue continues to rebound with international travel recovery. The resurgence in international travel is one of the 
primary drivers behind the significant growth in sales. Average daily active terminals reached a new record of 318,778, up 
4.8% from 304,121 in 1Q23 and 9.0% from 292,432 in 2Q22. 
New products and plans for further expansion. In July 2023, UCL introduced the GlocalMe SIM card with patented cloud 
SIM technology. It offers multiple global data plans and is currently available in 10 key countries including Japan, the U.S., 
and Australia, with plans for further expansion. Additionally, UCLOUDLINK's Internet of Things (IoT) modules will be 
integrated into a major Japanese mobile operator's devices in 2023, diversifying revenue streams. 
 
Revision to estimates.  We are lowering our 2023 EPS but raising revenue.  Our new 2023 revenue and EPS estimates are 
$89.5MM and $0.12, respectively compared to our previous estimates of $87.5MM and $0.14. 

Figure 2 – UCloudlink Group, Inc. – Quarterly Variance Analysis ($000) 

 
Source: Company filings and Litchfield Hills Research LLC 

 
Guidance and Financial Forecasts 
The Company has provided guidance for its next quarter, forecasting 3Q23 revenue to range between $23.5MM and 
$24.5MM. This represents a YoY increase of 29.1% to 34.6%. 
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Valuation and Price Target 
Valuation Methodology 
We believe UCL is undervalued, and we support that belief with two valuation techniques. To determine our price target, 
we use a discounted future earnings model (see Figure 3) and then compare its valuation to that of its peers (see Figure 4).   

 

Discounted Future Earnings – Basis for Price Target 
Our 12-month price target of $9 is derived from a discounted earnings model. To determine this valuation, we aggregate all 
projected future earnings on a GAAP basis and discount them at a rate of 7.0%. We project that earnings will grow at a 
double-digit rate until 2027, after which growth is anticipated to decelerate to the rate of GDP. Our detailed valuation model 
can be found in Figure 3 below. It's important to note that this model likely understates potential earnings from new services, 
growth due to acquisitions, and possible tax benefits. However, as a counterbalance, our model also assumes consistent, 
uninterrupted yearly earnings growth. The calculated share price is $9.32, which we've rounded down to $9.00. 

Figure 3 – UCloudlink Group, Inc. – Price Target Calculation   

 
Source: Litchfield Hills Research LLC 
 

Valuation Relative to Peers  
Figure 4 provides a summary of our peer comparison for UCL. While these companies operate in similar sectors, none are 
direct comparables. If the shares were to match the average multiple of the group based on the 2024 Price to Sales or 2024 
EV to Sales, the share price would surpass $12, which is higher than our $9 target. This, along with our discounted earnings 
model valuation, supports our belief that the shares are undervalued. 
 
 
 
 
 

Figure 4 – UCloudlink Group, Inc. – Valuation of Peers   
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Source: Litchfield Hills Research LLC and FactSet 

 
 
 

  

http://www.hillsresearch.com/


     UCloudlink Group, Inc.   UCL-US - Buy $9 PT 

© 2023 Litchfield Hills Research LLC, 79 Belgo Road, Lakeville, CT 06039, www.HillsResearch.com | theodore@HillsResearch.com 
860-435-0150 * Important disclosures are located at the back of this report Page 6 

 

Figure 5– UCloudlink Group, Inc. – Income Statement ($000 USD, except per share) 

 
Source: Company reports and Litchfield Hills Research LLC 

http://www.hillsresearch.com/


     UCloudlink Group, Inc.   UCL-US - Buy $9 PT 

© 2023 Litchfield Hills Research LLC, 79 Belgo Road, Lakeville, CT 06039, www.HillsResearch.com | theodore@HillsResearch.com 
860-435-0150 * Important disclosures are located at the back of this report Page 7 

 

 
 
 
 
 

Figure 6 – UCloudlink Group, Inc. – Balance Sheet ($000 USD) 

 
Source: Company reports and Litchfield Hills Research LLC 
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Figure 7 – UCloudlink Group, Inc. – Cash Flow ($000 USD)  

 
Source: Litchfield Hills Research LLC 
 
Disclosures: 
Analyst Certification 
We, the Litchfield Hills Research Department, hereby certify that the views expressed in this research report accurately reflect our 
personal views about the subject company and the underlying securities.   
 
FINRA Compliant Research Report 
We, the Litchfield Hills Research Department, hereby certify that this report is compliant with FINRA research rules 2241, 3110, 
the analyst is registered with FINRA and the report has been reviewed by a Supervisory Analyst. 
 
MiFID II Compliant Research Report 
Our research is classified as minor non-monetary benefit under MiFID II. This applies to all forms of transmission, including email, 
website, and financial platforms such as Bloomberg, FactSet, S&P Global, Refinitiv and 11 others.  We do not seek payment from 
the asset management community and do not have any execution function. Investors can continue to receive our research under 
the MiFID II regime without the need for a contract for services to be put in place.  This applies to all forms of transmission, including 
email, website and financial platforms. 
 
Litchfield Hills Research LLC Rating System 
 
BUY:   We expect the stock to provide a total return of 15% or more within a 12-month period. 
HOLD: We expect the stock to provide a total return of negative 15% to positive 15% within a 12-month period. 
SELL:  We expect the stock to have a negative total return of more than 15% within a 12-month period. 
Total return is defined as price appreciation plus dividend yield. 

 
Other Disclosures 
Litchfield Hills Research, LLC (“LHR”) is not a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission nor a 
member of Financial Industry Regulatory Authority. The principal of LHR and publisher of this report, Theodore R. O’Neill, is a registered 
representative of Ascendiant Capital Markets, LLC (“Ascendiant”), a registered broker-dealer and FINRA member firm.  Ascendiant 
considers Mr. O’Neill’s association with LHR to be an “outside business activity” and is disclosed as such with FINRA.  This report is 
not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, 
state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which 
would subject LHR or any divisions, subsidiaries or affiliates to any registration or licensing requirement within such jurisdiction. 
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All material presented in this report, unless specifically indicated otherwise, is under copyright to LHR and the subject company.  None 
of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied, or distributed to any other party, 
without the prior express written permission of LHR or the subject company. All trademarks, service marks and logos used in this report 
are trademarks, service marks, registered trademarks, or service marks of LHR or its affiliates. The information, tools and material 
presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the 
solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments. LHR may not have taken any steps to 
ensure that the securities referred to in this report are suitable for any particular investor. The investments or services contained or 
referred to in this report may not be suitable for you and it is recommended that you consult an independent investment advisor if you 
are in doubt about such investments or investment services.  Nothing in this report constitutes investment, legal, accounting or tax 
advice or a representation that any investment or strategy is suitable, appropriate to your individual circumstances, or otherwise 
constitutes a personal recommendation to you. LHR does not offer advice on the tax consequences of investment, and you are advised 
to contact an independent tax adviser. LHR believes the information and opinions in the Disclosure Appendix of this report are accurate 
and complete. Information and opinions presented in this report were obtained or derived from sources LHR believes are reliable, but 
LHR makes no representations as to their accuracy or completeness. 
 
Ownership and Material Conflicts of Interest 
The analyst owns no shares of the subject company. The analyst and his family have no known material conflicts of interest in authoring 
this report.  No employees of Ascendiant Capital Markets, LLC own any material amount of UCL stock or have any influence on the 
UCL Board of Directors.  
  
Investment Banking and Fees for Services 
Litchfield Hills Research has not received compensation for advisory or investment banking services from the Company in the past 12 
months. Ascendiant Capital Markets, LLC has not received compensation for advisory or investment banking services from the 
Company in the past 12 months.  Litchfield Hills Research LLC has received compensation from the subject company for distribution 
and investor targeting services.  Ascendiant Capital Markets, LLC has not received compensation for non-investment banking services 
from the Company in the past 12 months. 
  
Market Making 
Neither Litchfield Hills Research, LLC nor Ascendiant Capital Markets, LLC makes a market in the subject company's securities. 
 
Additional information is available upon request. LHR accepts no liability for loss arising from the use of the material presented in this 
report, except that this exclusion of liability does not apply to the extent that liability arises under specific statutes or regulations 
applicable to LHR. This report is not to be relied upon in substitution for the exercise of independent judgment. 
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