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NASDAQ: MEET
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Key Statistics
Market Price: $3.24
Industry:
Internet Software
and Services
Market Cap: $169M
52 Week Range:
$1.32 – $4.54
Beta: 0.77
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Price Target: $4.84

Thesis Points:


Increasing margins



High hedge fund interest with little short interest



High growth industry

Company Description:
MeetMe, Inc. owns and operates a location based social network for meeting new people on the web and on mobile
platforms in the United States. MeetMe permits the meeting of new people and encourages users to connect and chat with
each other. MeetMe is free to use and monetizes through advertising, in-app purchases, and paid subscriptions.
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Thesis
MeetMe is an up and coming company within the social
networking industry. MeetMe has just started generating
positive net income and shows strong signs that this
trend will continue. MeetMe is free to their users and
generates profit through relationships with advertisers, as
well as in-app purchases, and paid subscriptions that
offers their users premium features. This industry shows
signs of exponential growth for years to come, and has
become increasing popular in recent years. MeetMe has
found their own unique market niche within this industry.
As this site introduces new users to each other, rather
than connecting people that users already know like most
social networking sites. MeetMe is also different from
other dating websites in the sense that it encourages new
users to connect on a friendly basis, rather than simply
dive into a formal date like other dating websites.

Industry Outlook
It is important to understand in recent years, how popular
social media has become in society. Social applications
such as Facebook, Twitter, LinkedIn, and Snapchat have
taken the world by storm in terms of popularity and
number of users. The chart below depicts analysts’
forecast for the growth of revenue of social media
applications up to 2020.
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number of users, as more and more people are now
meeting online.

Porter’s 5 Forces
Bargaining Power of Suppliers: bargaining power of
suppliers is high for MeetMe, as they require multiple
third party relationships from advertisers for the
functionality of their mobile and web based platforms.
Bargaining Power of Customers: bargaining power of
customers is moderate for MeetMe as there are countless
other social networks consumers can turn to. However
the unique aspects of the MeetMe business model
separate them from their competition.
Threat of New Entrants: the threat of new entrants in
this industry is moderate. It is simple enough to create
your own social networking website. But to generate
revenue you must have established relationships with
advertisers to fund the operations of the business
Threat of Substitutes: the threat of substitutes for this
industry is low
Intensity of Existing Rivalry: the intensity of
competition in this industry is very high. There are
countless social networking and dating applications.
However MeetMe has found their own unique market
niche within this industry.

High hedge fund interest with low short
interest
One of the primary factors an analyst will look at when
picking a stock is the type of ownership interested in the
stock. The image below shows the high hedge fund
interest in MeetMe.

As you can see from this chart, social media is predicted
to be a trillion dollar industry by 2020. MeetMe is not only
a social media app, as it also has certain qualities that
make it similar to a dating website. Dating websites have
also shown exponential growth in terms of popularity and
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Hedge Fund Managers are typically the most informed
investors in the market. A hedge fund ownership
percentage this high suggests it is a fundamentally strong
investment opportunity. This combined with the 2.8%
short interest shows the market has a positive outlook
on this company.
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Increasing Margins
The fiscal 2015 fiscal year was the first year in the
history of the company in which MeetMe was able to
generate positive net income. A trend that analysts’ are
forecasting to continue. MeetMe was able to do this
primarily through an increase in their EBITDA margin.
Factors that contributed to this increase in EBITDA
include an 84% year over year growth from mobile
revenue. As well as a 9% decrease in operating costs.

As you can see from this snapshot of their financials,
MeetMe has increased their level of profitability through
both top and bottom line growth. And based on the
consistent increase in their user base, as well as the
positive industry outlook for social media sites, this a
trend that should continue in the near future. MeetMe
also shows financial strength through their balance
sheet, as they do not have much long term debt.

Conclusion
After taking into consideration the high growth of the
social networking industry, as well as the uniqueness of
their business model within this industry, I believe this is
an attractive company with significant growth potential.
With these factors in combination with the financial
strength of MeetMe, I recommend a long term buy and
hold on MeetMe.
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