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Key Statistics as of 3/24/15

Market Price: $4.84
Industry: Software
Market Cap: $517.44M
52-Week Range: $3.27-7.60
Beta: 3.39

Company Description:
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Mark
Analyst: ar Papuzza
Information
Sector:
Technology

Price Target: $8.87

Thesis Points:

e Celebrity Partnerships

e Diversified Portfolio

e Long-term Growth Opportunities

e Financials — EBITDA growth and zero net debt

Glu Mobile Inc. develops, publishes, and markets a portfolio of games for the smartphones and tablet devices users. The
company offers free-to-play action, casual, racing, and sports genre mobile games. It creates games based on its own
brands, as well as based on third-party licensed brands. Glu Mobile Inc. markets, sells, and distributes its games primarily
through direct-to-consumer digital storefronts worldwide. The company was formerly known as Sorrent, Inc. and
changed its name to Glu Mobile Inc. in May 2005. Glu Mobile Inc. was incorporated in 2001 and is headquartered in San

Francisco, California.
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Thesis

Glu Mobile is a leading global developer and publisher
of free-to-play games for smartphone and tablet devices.
With their recent announcements of partnerships with
Hollywood celebrities, combined with their diversified
portfolio of games and long-term growth opportunities,
Glu mobile will continue to grow their EBITDA
margins, and continue to generate value for the company

and increase the price of their stock.
Celebrity Partnerships

Glu Mobile CEO Niccolo de Masi is capitalizing on a
trend that has been growing in Hollywood - celebrities
have become very interested in the gaming market as a
way to both connect better with their fans, and to
expand their brand. In June 2014, Glu Mobile teamed
up with celebrity Kim Kardashian and launched their
highly successful “Kim Kardashian: Hollywood” game.
In this game, players create their own “aspiring celebrity”
and join Kim Kardashian on their rise to fame and
fortune. Players virtually live the life of a superstar and
experience the glamorous life of Kardashian.
Kardashian fans have received the game with open arms,
and fortunately for Glu Mobile she has many of them.
Kardashian has a social following of approximately 80
million people, and she actively advertises the game and
encourages fans to download it. The game is free to
download, but allows players to purchase additional
items within the game, such as virtual clothes and virtual
hairstyles, for real money. The majority of the revenue
the game creates, however, is through advertisements. It
reached the number one spot on the Apple App Store
charts in 2014, and ended at number seven of top-
grossing apps. The game has been downloaded over 28
million times since its release, and has brought in $74.3
million in revenue for Glu Mobile, which equaled 31%
of their overall revenue for the year. In order to keep
the game popular and at the top of the charts the
company has been steadily adding updates and new
characters, and last week announced a sweepstakes
competition for players. From March 20 through March
30, Glu Mobile is holding a “Meet Kim Sweepstakes.”
Game players will work to earn “K-tickets” in the game
by completing various projects, and the more “K-
tickets” one has, the better chance they have to win the
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sweepstakes and meet Kardashian. Glu Mobile will be
flying out five winners to California, paying for their
hotel accommodations, and setting up a meet and greet
with the celebrity. This allows the virtual wotld to
become a reality for the winners, and will encourage
more fans of Kardashian to download and play the
game. As a result of the immense success Kardashian
has brought to the company, and the great working
relationship between the two, Glu Mobile has
announced a new deal this past week with two celebrities
close to Kim.

Kardashian’s half-sisters Kendall and Kylie Jenner are set
to join Glu Mobile in the gaming market. Kendall and
Kylie have gathered a fan base through their reality TV
show “Keeping Up With the Kardashians,” and from
their growing fame in the fashion industry. On March
17, 2015, Glu Mobile made the announcement that they
will be creating a game starring Kendall and Kylie that
will differentiate itself from Kardashian’s game, yet
compliment it. This will attract both users of
Kardashian’s game, and new users from the fans of the
two younger stars. Kendall and Kylie share a combined
social media following of 72 million. Niccolo de Masi is
excited to have signed five-year contracts with each of
the Jennet’s, stating that they bring a “tremendous
amount of brand power and social impact to an audience
largely untapped by the gaming industry.” This game is
set to launch late this year, and is expected to follow the
massive success seen with the “Kim Kardashian:
Hollywood” game.

Glu Mobile has also recently announced a blockbuster
partnership with one of the most popular musicians in
the wotld today — Katy Perry. Following her half-time
performance at the 2014 Super Bowl, the company
broke the news that a five-year contract has been
reached between the two. This is a huge partnership for
two reasons. First, Glu Mobile is entering a new sphere
in the gaming industry — music. This expands their
brand in the gaming market, which will bring in new
users they have not yet appealed to before. Second,
Katy Perry has a social media following of approximately
170 million. With this vast amount of followers the
company expects Perry’s game to break many Glu
Mobile records, specifically new revenue records for an
individual title. Perry is known for her unique style, and
while the company will not say what the game will entail
just yet, it is sure to incorporate her uniqueness and put
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the game in a class of its own.

Glu Mobile is creating what they call a “celebrity gaming
platform.” The partnerships with Kim Kardashian,
Kendall Jenner, Kylie Jenner, and Katy Perry are key
steps in the right direction for the company, but they do
not plan to stop there. The next priority for Glu Mobile
is to partner with an athletic celebrity for a sports game,
and incorporate more sports fans users to their business.
Also in the news recently is celebrity music artist Kanye
West. West mentioned in an interview last week that he
is interested in entering the gaming market, and is
currently working on a video game. He did not mention
who he was working with, but there is a high possibility
that he could be teaming up with the same company that
his wife, Kim Kardashian, is working with. When asked
about a potential partnership with West, Niccolo de Masi
did not confirm or deny anything was in the works.
Adding Kanye West and Katy Perry would be
monumental for the company, as these are two of the
most influential stars in the music industry today.

Glu Mobile is pioneering a new genre in gaming with
their celebrity gaming platform. By the end of 2015,
Kim Kardashian, Kendall Jenner, Kylie Jenner, and Katy
Perry will bring approximately 300 million combined
social media followers to the company. Niccolo de Masi
signed each of these celebrities to five-year exclusive
contracts because he believes that they will continue to
increase their popularity and their brand, therefore
bringing more success to the company. In working
directly and hands-on with these celebrities, the games
will benefit both the celebrities brands and Glu Mobile’s
brand.

Diversified Portfolio

A major concern when evaluating the value of gaming
companies is if they can continue to produce successful
games that will both sustain and grow their revenue.
Some gaming companies have come out with “one-hit
wonders,” and depend on that one game to sustain their
revenue. Some gaming companies focus on one or two
games for the year, and bank on those to be successful.
Glu Mobile believes in the approach of creating
approximately a dozen games per year. The company
does not focus solely on each individual launch, but on a
series of launches of different brand games. For this
2015 year, Glu Mobile plans to launch 14 new games,

Frontline Commando: D-Day $6.6M ——

Dino Hunter: Deadly Shores $10.0M ——
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with the majority coming in the second half of the year.
They plan to invest in the four genres of celebrity,
action, racing and sports. Even when you exclude the
company’s highest revenue driving game “Kim
Kardashian: Hollywood,” the company still grew in
revenue by 24% from 2013 to 2014. This cleatly
illustrates the importance of diversifying their portfolio
of games. Glu Mobile is no one-hit wonder, and does
not exclusively depend on its top game, because they
have created so many other successful ones to attract
users in the gaming market. So even as Glu Mobile
introduces their newly acquired celebrities in games,
other key games such as “Deer Hunter” and “Eternity
Warriors” will continue to help grow their revenue.
Illustrated below is the broken down revenue numbers
each Glu Mobile game earned for the company during
the 2014 year.

Diversified Portfolio
$241.8M Total Non-GAAP Revenues in 2014

Other catalog $36.9M ——

Contract Killer 2 $4.4M ——
~
Frontline Commando 2 $5.8M ——
Contract Killer: Sniper $6.2M —— ’\
Robocop $6.5M — \

— Kim Kardashian: Hollywood $74.31

Racing Rivals $18.3M ——

— Deer Hunter 2014 $52 uM‘ﬁ

“Top grossing apps” are the apps that have generated
the most revenue. As of December 2014, among the top
30 grossing games on the U.S. Apple app store, Glu
Mobile was responsible for three. “Kim Kardashian:
Hollywood” rested at #7 in the rankings, “Racing
Rivals” at #23, and “Deer Hunter 2014 at #28. The
games have spent 7 months, 8 months and 8 months,
respectively, in the top 30 grossing games ranking. This
demonstrates that the games Glu Mobile produces keeps
players playing, and keeps revenue growing.

Staying Power of Top Grossing Games
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Long-term Growth Opportunities

The mobile gaming industry has grown immensely as of
recent, and is projected to continue doing so. According
to Newzoo’s Quarterly Global Games Market Update,
mobile gaming is a $25 billion industry. This is a 42%
increase over the prior year’s value. Advances in
technology and the increases in smartphone users are
responsible for this jump, and both will continue to
grow. Four out of every five smartphone users have
currently played game apps on their phone, which is a
huge opportunity for advertisements to be viewed. As a
result, the amount of mobile ad spending will continue
to increase greatly. The mobile gaming industry is
estimated to be valued as a $40 billion industry by 2017.

The mobile gaming industry is currently one of the
fastest growing industries, and Glu Mobile is setting
themselves up to be the leader of the industry. They
continue to expand their celebrity platform, and have yet
to sign a celebrity to a deal under five-years, ensuring
that they will continue to work together as the industry
surpasses the $40 billion mark. They plan to expand
their games in each genre, expand globally, and stay on

top of the trends in the gaming industry.

The company had great financial success in 2014, and
has a strong lineup of games to be released in 2015. Ina
time when the industry is peaking, Glu Mobile is taking
all appropriate measutes to take full advantage.

Financials

Two categories that stand out on Glu Mobile’s balance
sheet are the EBITDA margins, and their zero net debt.
Glu Mobile has reached a positive EBITDA margin this
past year, and it is projected to double during the 2015
year. Estimates show that it will continue to grow from
there in the upcoming years. In 2016, the EBITDA
margin is expected to outgrow the revenue margin. This
demonstrates that the company is creating value, and
eliminating operating expenses that are eating into their
bottom line.  Also noteworthy is the company’s net
debt. Glu Mobile possesses more cash than debt. The
fact that they have enough liquidity to cover their
liabilities should be very encouraging to investors.

4

Siena Market Line
3rd week of March 2015

Conclusion

I am recommending a buy on Glu Mobile, Inc. because
they will grow financially as a result of their recent
announcements of new celebrity partnerships, their
diversified game portfolio that has continually brought in
high revenues, and the long-term growth opportunities
in the mobile gaming industry. In an expanding industry,
Glu Mobile is making moves to become the industry
leader. With the addition of three celebrities this year
that will bring in a combined 240+ social media
followers, Glu Mobile will increase the value of both

their company and their share price.
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