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UMeWorld Limited 
(OTCQB: UMEWF, Target Price: $0.67) 
We initiate coverage on UMeWorld Limited (“UMeWorld”) with a price target 
of $0.67 per share. Operating under three business lines, digital media, 
digital education and mobile gaming, UMeWorld is developing into a leading 
digital media company in China. UMeWorld offers Chinese users foreign 
branded and user generated video content through its website 
UMeLook.com. Through their other website, UMFun.com, UMeWorld 
provides adaptive learning technology through proprietary e-teaching 
materials targeting primary and secondary school education. Most recently, 
UMeWorld has expanded into the world of mobile gaming under the 
UMeGame brand. All of these revenue streams target the rapidly growing 
middle and upper class of China.   
 

INVESTMENT HIGHLIGHTS 
UMeLook.com, branded video content focusing on luxury products 
UMeWorld is at the forefront of providing foreign, branded and user 
generated video content to Chinese consumers through the UMeLook 
platform. UMeLook.com is deployed through a sophisticated Content 
Delivery Network with broad coverage throughout Mainland China, Hong 
Kong & Taiwan, and is carving out a niche by focusing on foreign content 
with a focus on international luxury brands.	   In a January 2014, company 
update, UMeWorld reported that UMeLook.com had surpassed 10 million 
unique visitors through January 22, 2014, compared with 9.3 million unique 
visitors in December 2013. According to web information company Alexa, 
UMeLook.com had risen to the 17,136th ranked website globally as of 
January 2014. 
  
UMFun.com, adaptive learning technology 
UMeWorld’s other business line is their digital education platform, 
UMFun.com. The Learning Cloud (“TLC”) is an adaptive learning 
technology focusing on primary and secondary school education. UMFun is 
the only cloud based, patent-pending, adaptive learning and educational 
platform in China.	   UMeWorld released the beta version of UMFun in 
October 2013, and went live with the final version on November 26, 2013.	  
UMFun offers a variety of social networking features designed to make the 
platform engaging, entertaining and stimulating and the UMFun teaching 
approach is to incentivize a student’s desire to learn and be educated 
through playing educational games on the platform. UMeWorld launched a 
two month free trial in October and registered 12,000 users in its first 
month. UMeWorld believes UMFun has a peak potential of 10 million users, 
or roughly 5% of the Chinese primary and secondary school market. 
 
UMeGame, mobile gaming further diversifies revenue stream 
On January 8, 2014, UMeWorld announced that it has agreed to acquire an 
80% stake in mobile game studio, Dingyou (Guangzhou Dingyou 
Information Technology Co, Ltd.).	  Dingyou’s 1st mobile game, “Journey to 
the West” was launched in December, 2013 and is expected to generate 
revenue of $2.8mn to Dingyou in 2014E from distribution in China, Hong 
Kong, Taiwan and Vietnam. UMeWorld expects revenues from the game to 
be in the $6mn range for 2014E. 

Initiate coverage with a price target of $0.67 
Our analysis indicates a fair value estimate of $0.67 per share (detailed on 
pages 7, 8 and 9), implying an upside of 192% from the recent price of 
$0.23. We view UMeWorld as an attractive, high risk investment in the 
Chinese digital media and education markets. The growth of the Chinese 
middle and upper class is unmistakable, even if overall GDP growth in 
China has slowed. UMeWorld is well positioned to take market share in 
three rapidly growing segments of consumer spending, online video 
consumption, educational services and mobile gaming. 

 
 
Stock Details (01/22/2014) 

OTCQB: UMEWF 

Sector / Industry Technology / Online Content 

Price target  $0.67  

Recent share price $0.23 

Shares o/s (mn) 89 

Market cap (in $mn) 20.5 

52-week high/low $0.25 / 0.01 

Source: Bloomberg, SeeThruEquity Research 
 

Key Financials ($mn unless specified) 

  FY13E FY14E FY15E 

Revenues NM 12.4  20.1  

EBITDA NM 7.2  12.3  

EBIT NM 5.1  10.2  

Net income NM 4.5  9.2  

EPS ($) NM 0.05  0.10  

Source: SeeThruEquity Research 

 

Key Ratios 

  FY13E FY14E FY15E 

Gross margin (%) NM 70.0 70.0 

Operating margin (%) NM 41.3  50.8  

EBITDA margin (%) NM 57.9  61.1  

Net margin (%) NM 36.5  45.7  

P/Revenue (x) NM 1.7  1.0  

EV/EBITDA (x) NM 2.8  1.6  

EV/Revenue (x) NM 1.6 1.0 

Source: SeeThruEquity Research 

 

 

Share Price Performance ($, LTM) 

 

Source: Bloomberg 
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SUMMARY TABLE 
Figure 1. Summary Table (As of January 22, 2014) 

Share data   B/S data (As of June 30, 2013) Key personnel:  
Recent price: $0.23  Total assets: 21.2mn Chairman & CEO:  Michael Lee 

Price target: $0.67  Total debt: 1.9mn VP – Corp Development: Ruby Hui 

52-week range: 0.25 / 0.01 Equity: 19.3mn VP – Prod & Tech: Eason Young 

Average volume:* 18,668 W/C: 0.6mn VP – Operations: Lawrence Leung 

Market cap: $20.5mn ROE '12: NM Interim CFO: Michael Lam, CA, CPA 

Book value/share: $0.20  ROA '12: NM   

Cash/share $0.01  Current ratio: 1.6   

Dividend yield: 0.00% Asset turnover: 0.0     

Risk profile: High / Speculative Debt/Cap: 0.1      

* three month average volume (number of shares)  

  Estimates   Valuation  
FY October Rev ($mn) EBITDA ($mn) EPS ($) P/Rev (x) EV/Rev (x) P/E (x) 
2014E 12.4  7.2  0.05  1.7x 1.6x 4.5x 

2015E 20.1  12.3  0.10  1.0x 1.0x 2.2x 

       

Source: SeeThruEquity Research 

 

 

 

 

 

INVESTMENT THESIS 

UMeWorld Limited (“UMeWorld”) was incorporated in 1997 under its prior name AlphaRx Inc.,	  a specialty 
pharmaceutical company dedicated to developing therapies to treat and manage pain. On November 4, 
2011, UMeWorld adopted a new corporate development strategy that expanded its business operation to 
digital media with an intense focus on China. On August 30, 2012, UMeWorld acquired all of the issued and 
outstanding shares of UMeLook Holdings Limited (“UMeLook”), a digital media startup with an intense focus 
on China. On March 8, 2013, AlphaRx Inc. changed its name to UMeWorld Limited. 
 
UMeWorld operates under three business lines, Digital Media, Digital Education and Mobile Gaming. Their 
digital media platform, UMeLook.com, is a rapidly growing branded and user generated video content 
focused website, providing Chinese end users with access to information about foreign brands and news, 
with a focus on international luxury brands. Their digital education segment, UMFun.com, is a cloud-based, 
adaptive learning technology platform with an emphasis on primary and secondary school education in 
China. UMeWorld has also recently expanded into the mobile gaming market with the UMeGame brand. 
 
Much has been written about the growing Chinese middle and upper class and the changing tastes of the 
Chinese consumer. UMeWorld is an attractive play on increasing Chinese consumer discretionary spending, 
targeting the growing Chinese preference for foreign luxury brands and increasing educational spending, 
through interactive, social-media based platforms.  

 Source: Company filings and investor materials, SeeThruEquity Research 
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UMeLook.com, branded video content focusing on luxury products 
 
Consumers around the world are increasingly utilizing on-demand media content and look for information 
about their favorite subjects, artists and brands from targeted sources on a range of devices. UMeWorld is at 
the forefront of providing foreign, branded and user generated video content to Chinese consumers. 
UMeLook.com is deployed through a sophisticated Content Delivery Network with broad coverage 
throughout Mainland China, Hong Kong & 
Taiwan, and is carving out a niche by focusing 
on short duration, foreign content, whereas 
major established players Youku.com (the 
largest online video website in China) and Ku6 
focus on localized content. YouTube, 
Dailymotion and Vimeo, among others, are all 
blocked in China due to restrictions on what 
content can be posted. UMeWorld selects and 
edits government approved content and 
provides Chinese consumers the content and 
information that they are demanding. 
UMeLook.com has a YouTube/Yahoo! look and 
feel to it, with videos of the day posted covering 
news, sports, entertainment, fashion, etc. What 
differentiates UMeLook.com is that the right 
hand side of the web page features a listing of 
notable, foreign brands, which links to a brand 
homepage within UMeLook.com. The brands 
change depending on what category you are visiting, so a visitor who clicks on automotive will see additional 
links to Ferrari or Aston Martin, clicking on travel will show you links to Travel Channel or Lonely Planet, 
Technology links feature Apple (NASDAQ: AAPL) and Intel (NASDAQ: INTC), etc. Clicking on a brand link 
will take you to a brand focused video and a menu of videos and links. For Apple, you can see links to both 
general and product specific commercials, news events and a brand specific shopping guide. As incomes 
rise in China, consumers there are more interested in researching and owning foreign brands. Finding high 
quality and reliable information about these brands can be difficult in China and UMeLook.com provides 
users with a consolidated source of this information. Furthermore, the website allows brands to “craft” the 
image that they want to present to Chinese consumers and in turn, UMeWorld is becoming a reliable digital 
marketing partner of choice, who can offer measurable advertising services comparable to TV.  
 
In the most recent company update, UMeWorld reported that UMeLook.com had 10.17 million unique 
visitors through January 22, 2013. This compares with 9.3 million unique visitors in December 2013 and 
January’s full month results should continue UMeLook’s impressive 
streak of double digit month over month growth since inception in 
June 2013. According to web information company Alexa, 
UMeLook.com had risen to the 17,136th globally ranked website as of 
January 2014. Featured	  videos consistently show 10-12k page views. 
Recent Alexa data shows 11.3 page views per visitor and an average 
time on the site of 5:32. UMeLook.com is achieving the scale 
necessary to begin a monetization plan, and UMeWorld has 
announced plans to introduce Basic and Gold paid membership program to its Brand Channel, although 
they have not provided any specific details on the plan. Thus far, UMeWorld has based their revenue model 
on profit sharing with the content providers and have not made any upfront payments to acquire the video 
content.  
 
The macro picture is also supportive of UMeWorld’s video business model. Chinese broadband access is 
improving in quality and increasing in reach. Much like we have seen in the rest of the world, Chinese 
consumers are increasingly turning to internet based video 
content and away from traditional TV advertising. According to 
data from Youku.com, after beginning to consume videos online, 
users’ time spent on TV decreased by 63.3%. In a 2011 report 
released by the internet con	    sulting group iResearch, their 
iUserTracker data showed that from January to November of 
2011, monthly online video usage grew 57% from 1.4bn to 2.2bn 
hours. Demographically, younger viewers tend to consume much 
more online video content and are also the fastest growing 

UMeWorld Global Rank - Alexa.com 
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segment of demand for foreign brands. According to the China Internet Network Information Center, data as 
of early 2012 showed that roughly 67% of online video users were under the age of 30. Alexa data backs 
this up, as it reports that the browsing location of UMeLook.com from schools is significantly over-
represented relative to the general internet population. Younger consumers also tend to access their content 
from multiple devices, and UMeWorld has announced the planned release of an App optimized for Android 
tablets and Smartphones. On the advertising side, higher quality broadband connections and increased 
broadband access in China are leading to the migration of advertising dollars to the digital space. As digital 
advertising campaigns in China prove to be increasingly effective, we would not be surprised to see 
UMeWorld establish more partnerships in the branded video space and expand their roster of foreign luxury 
brands.   
 

                        Source: Company filings and investor materials, www.Alexa.com, SeeThruEquity Research 

UMFun.com, adaptive learning technology 

UMeWorld’s other business line is their digital education platform, UMFun.com. The Learning Cloud (“TLC”) 
is an adaptive learning technology focusing on primary and secondary school education. UMFun is the only 
cloud based, patent-pending, adaptive learning 
and educational platform in China. In Chinese, 
the name UMFun means ‘Full Mark.’ The release 
of new national curriculum standards by the 
Chinese Government is the driving impetus for 
the development and marketing of electronic 
teaching material. On July 29, 2010, China’s 
Ministry of Education released guidelines for 
education reform and development over the next 
10 years. The guidelines set forth cover 
essentially the entire field of education, from 
kindergartens to universities, public to private 
institutions and from academic to vocational 
education. China is the world's largest market for 
books and potentially the largest market for 
electronic teaching materials. TLC consists of e-
teaching materials, test questions and 
educational measuring tools, teaching tools and 
sharing services, student profiles and statistics and in the future can be used as an educational research 
tools. Students set up a profile on UMFun, from which they can access educational materials and link up 
with classmates and friends from other schools. The program is adaptive, meaning it recognizes the 
student’s strengths and weaknesses and it personalizes the delivery of proprietary educational items in 
accordance with the student’s learning needs. The profiles can be accessed by parents and teachers to 
show how much the student is participating in the program and how the student is progressing. The platform 
has an open architecture, where teachers can use questions that are aligned to provincial standards to 
create custom formative assessments, target improvement efforts, adjust instruction throughout the year and 
develop personalized learning strategies for struggling students. This flexibility also provides strategic 
positioning for UMFun, as third party content providers wishing to enter the Chinese school system have an 
attractive, established partner. 

In addition to the social networking aspect of UMFun which students enjoy (including features where 
students can challenge each other on various tests and quizzes), the platform will offer a rewards system 
where registered users will be able to use their U Coins (a virtual currency earned in UMFun.com) to 
purchase gifts or services. In the future, UMeWorld hoped to introduce an off-line UMFun Affiliate Program 
in which registered users will be rewarded by U Coins and Tools for introducing other users to UMFun. This 
variety of features is designed to make UMFun engaging, entertaining and stimulating and the UMFun 
teaching approach is to incentivize a student’s desire to learn and be educated through playing educational 
games on the platform.  

UMeWorld released the beta version of UMFun in October 2013, and went live with the final version on 
November 26, 2013. UMeWorld offered a two month trial and registered 12,000 users in the first month of 
the offer. UMeWorld plans to offer the platform at $12/month for subscribers. Compared to $150/month 
which many parents pay for private tutoring, UMFun offers a compelling value proposition. Presenting at 
SeeThruEquity’s Microcap Investor conference in November, CEO Michael Lee said that the platform would 
be profitable at 10,000 users and he felt the peak potential for UMFun was roughly 10 million students. That 
would represent a roughly 5% share of the Chinese primary and secondary student market. The macro 
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backdrop is also very favorable for UMeWorld in the digital education business. Increasing incomes and a 
growing economy further press the desire for higher levels of education among Chinese parents. With 
graduation rates in the 90% levels, simply finishing school in China does not provide a student with an 
advantage. To get into China’s premiere universities or to study abroad, students must be at the top of their 
class. This further compels parents to pursue additional educational avenues for their children.  

                        Source: Company filings and investor materials, www.KPMG.de, SeeThruEquity Research 

UMeGame, mobile gaming further diversifies revenue stream 
 
On January 8, 2014, UMeWorld announced that it has agreed to acquire an 80% stake in mobile game 
studio, Dingyou (Guangzhou Dingyou Information Technology Co, Ltd.), as it continues to strategically invest 
in the digital media market. Dingyou’s 1st mobile game, 
“Journey to the West” was launched in December, 2013. 
The sole publishing rights to “Journey to the West” for 
China, Hong Kong & Taiwan have been awarded to 
C1WAN, a leading Chinese game publisher. Dingyou 
retains publishing rights to the rest of the world. Under 
the agreement with C1WAN, the game is expected to 
generate minimum revenue of $1.6mn to Dingyou in 
2014E. On January 21, 2014, Dingyou announced an 
exclusive distribution agreement with Mobvista Network 
Co., Ltd. for Journey to the West in the Vietnam market, 
which they expect to generate minimum revenue of 
$1.2mn in 2014E. UMeWorld has guided to 
expectations of $6mn in expected revenues from 
Journey to the West in 2014E. Mobile games are the 
fastest growing category in the global gaming industry, driven by the expansion of mobile devices and the 
increasing demand for mobility. The global mobile games market is expected to grow 27.3% annually to 
reach $23.9bn by 2016, according to a new report from mobile game marketers AppLift and market research 
firm Newzoo. The Asia –Pacific region is the world’s leading mobile games market, generating 48% of the 
sector’s global revenue. Within the Asia –Pacific region, China and Southeast Asia’s mobile game sales are 
predicted to increase at a 33% CAGR through 2016. This revenue stream and additional diversification are 
major positives for UMeWorld as they continue to expand the scale on their other business lines.  
 

                                     Source: Company filings and investor materials, SeeThruEquity Research 
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COMPETITIVE LANDSCAPE 
Although UMeLook is differentiated with a focus on foreign content and luxury branded videos, the platform 
is still competing against Youku (NYSE: YOKU), QQ, Ku6, 163, Weibo and essentially any major Chinese 
site where people go to see videos or get information about news, entertainment, sports and products. 
Foreign brands are always looking for new methods and avenues to address the Chinese consumer market 
and securing these accounts can be very competitive. Like any other market, the competition for viewership 
is intense, but the dynamics of the Chinese market suggest there is ample room for multiple competitors in 
the online video space. 

Academic competition among students in China has always been intense, and the Ministry of Education’s 
guidelines have spurred tremendous investment and competition in the sector. ChinaEdu, eTianTian and 
Huaxia Dadi are established players in the e-learning, virtual classroom market. Although they are not direct 
competitors with UMFun, they are potential threats down the road. China Distance Education Holdings 
Limited (NYSE: DL), ChinaEdu Corporation (NASDAQ: CEDU), China Education Alliance, Inc. (OTCQB: 
CEAI) and China Education Resources, Inc. (TSX: CHN.V) are other publicly traded competitors. 
UMFun.com is the only cloud-based, patent pending adaptive learning educational platform in China and 
UMeWorld seeks to differentiate itself with this proprietary platform.  

We compared UMeWorld to a variety of Chinese educational services and internet information providers. 
The peer group has a large range for both ROA and EBIT. UMeWorld appears to have a very scalable 
business model on the education side of the business. It remains unclear how much additional spending 
would be necessary to accommodate a rapidly growing cloud storage business, but we feel that a 20-25% 
ROA is achievable.  
 
Figure 2. ROA vs. EBIT– UMeWorld vs. Peers 

 

Source: Company filings, SeeThruEquity Research 
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FINANCIALS AND FUTURE OUTLOOK 
Revenue/Drivers 
UMeWorld has yet to monetize their digital media or educational platforms, therefore historic results from the 
company are irrelevant. We have started our model with the mobile gaming revenues from the Dingyou 
transaction. UMeWorld has guided to $6mn in 2014E revenues, and we have modeled in $5mn for 2014E, 
growing at 10% annually through 2019E. The UMeLook platform is difficult to model, as UMeWorld has not 
spelled out their monetization plans as of yet. We are modeling in $200k in revenue for 2014E growing by 
15% annually through 2019E. The UMFun platform holds tremendous potential for UMeWorld in our opinion. 
We are modeling in an average user base of 50k for 2014E at $144/year growing to 300k by 2019E and 
holding pricing constant. UMeWorld feels that this product has the peak potential of approximately 10 million 
students, or roughly 5% of the Chinese primary and secondary school markets. Our estimates are well 
below those figures, but still represent very attractive growth over the next five plus year timeframe. 
 

Margins/Expenses 

UMeWorld reported a monthly burn rate of approximately $100k. In their last quarterly report, as of June 30, 
2013, UMeWorld reported SG&A for the quarter of $216k. We have modeled in $1.5mn in SG&A for 2014E, 
growing at 20% annually through 2019E. UMeWorld is currently running a small staff with absolutely no 
excess spending. They may need to expand their headcount or outsource certain operations as the 
business scales. We have no insight into what gross margins will be other than comparing UMeWorld to 
other software/educational services companies. Gross margins from the UMeLook platform should be 
significantly lower than the UMFun and mobile gaming divisions, as revenue splits with content providers 
should be in the 40/60 – 50/50 range. We are modeling in overall gross margins of 70% for the 2014-2019E 
time frame. 
 
UMeWorld had $516k in amortization expenses in their last reported quarter. We have modeled in roughly 
$2mn in amortization constant for the 2014-2019E timeframe. UMeWorld has spent very little on CAPEX, 
and we do not anticipate any major software development costs to arise in the near future as the company 
has only recently launched the UMFun final version. We are modeling $100k of CAPEX spending for 2014E 
growing roughly $50k annually through 2019E. If the company is successful in acquiring subscribers for the 
UMFun platform, they may have to spend significantly more than our estimates on data storage.  
 
Interest expense was $68k for UMeWorld for the nine months ended June 30, 2013. We have modeled this 
rate in for 2014E, but feel that UMeWorld should have the liquidity to pay down their existing debt in 2015E. 
 

Balance Sheet & Financial Liquidity 

As of June 30, 2013 UMeWorld had $1.2mn in cash and $18.9mn in goodwill among the $21.1mn in assets 
on their balance sheet. Cash provided by operating activities was $1.3mn through the nine months ended 
June 30, 2013.  
 
UMeWorld had total liabilities of $1.9mn as of June 30, 2013. These liabilities included $958k of accounts 
payable and $904k in notes payable. The notes payable are due in December 2014 and bear interest at 
12% per annum. 
 
As of their November 2013 company update, UMeWorld had 89mn shares outstanding and 98mn fully 
diluted. Depending on the timing of revenues received from the Dingyou transaction and monetizing UMFun 
and UMeLook, UMeWorld may need to raise additional capital in 2014E. We have not modeled in any 
additional capital raises in 2014E. 

 

. 
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Figure 3. Key Performance Indicators of UMeWorld, 2013E–19E 

 
 

Source: Company filings, SeeThruEquity Research 

VALUATION 
We have valued UMeWorld using two different valuation methods; discounted cash flow (“DCF”) and Peer 
Group Valuation. Our blended valuation, combining the two methodologies mentioned above, yields a fair 
value of $0.67 per share, representing an upside of 192% from the recent price of $0.23 as of January 22, 
2014. 

DCF 
We expect very significant revenue growth for UMeWorld over the next few years as sales from UMFun and 
mobile gaming increase. We project free cash flow to move from $6.6mn in 2014E to $30.9mn in 2019E. We 
discounted cash flows at a weighted average cost of capital of 26.9% and assumed a terminal growth rate of 
3% at the end of 2019E to arrive at an enterprise value of $75.6mn. Adjusting for the cash balance of 
$1.2mn and debt of $904k as of June 30, 2013, we arrived at a fair value of $0.87 per share. 
  
Figure 4. Discounted Cash Flow Analysis 

$’ 000 FY14E FY15E FY16E FY17E FY18E FY19E 
EBIT 5,116  10,227  15,316  20,375  25,395  32,426  
Less: Tax 503  1,023  1,532  2,038  2,539  3,243  
NOPLAT 4,614  9,204  13,785  18,338  22,855  29,183  
Changes in working capital 0  0  0  0  0  0  
Depreciation & Amortization 2,064  2,064  2,064  2,064  2,064  2,064  
Capex (100) (125) (150) (175) (225) (275) 
FCFF 6,577  11,143  15,699  20,227  24,694  30,972  
Discount factor 0.80  0.63  0.50  0.39  0.31  0.24  
PV of FCFE 5,259  7,022  7,797  7,917  7,618  7,531  
Sum of PV of FCFE           43,144  
Terminal cash flow           133,588  
PV of terminal cash flow           32,481  
Enterprise value           75,625  
Less: Debt           905  
Add: Cash           1,231  
Equity value           77,761  
Outstanding shares (mn)            89.0 
Fair value per share ($)           0.87 

 
 

Summary conclusions  Key assumptions  
DCF FV ($ per share) 0.87 Beta 2.5 
Recent price ($ per share) 0.23 Cost of equity 27.8% 

Upside (downside) 279.7% Cost of debt (post tax) 7.2% 

WACC 26.9% Terminal Growth Rate 3.0% 
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Figure 5. Sensitivity of Valuation – WACC vs. Terminal Growth Rate 
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0.87 25.9% 26.4% 26.9% 27.4% 27.9% 

2.00% 0.90 0.88 0.86 0.83 0.81 

2.50% 0.91 0.89 0.86 0.84 0.82 

3.00% 0.92 0.90 0.87 0.85 0.83 

3.50% 0.93 0.91 0.88 0.86 0.84 

4.00% 0.94 0.92 0.89 0.87 0.85 

 4.50% 0.96 0.93 0.90 0.88 0.86 

Source: SeeThruEquity Research 

Peer Group Valuation 
We compared UMeWorld with Chinese educational service and internet information providers Baidu, Inc., 
China Distance Education, Sohu.com Inc. and Youku Tudou, Inc., among others, using a market multiple 
approach. 
 
We arrived at a fair value of $0.29 to $0.45 per share based on EV/Revenue and P/Revenue multiples of 
selected peers. We considered a target multiple of 2.qx for the EV/Revenue multiple and 2014E revenue of 
$12.4mn to arrive at a fair value of $0.29 per share. Similarly, we used an EV/Revenue multiple of 3.2x our 
2014E revenue forecast to arrive at a fair value of $0.45 per share. UMeWorld currently trades at a steep 
discount to its peer group based on their 2014 & 2015 estimates. We feel this valuation gap is warranted 
given UMeWorld is starting a completely new business model, but that the gap will close over time as 
UMeWorld acquires subscribers on the UMFun platform, ramps up mobile gaming and monetizes the 
UMeLook platform.  
 
Figure 6. Comparable Valuation (Data as of 01/22/14) 

Company Mkt cap  
($ mn) 

EV/Revenue(x) Price/Revenue(x) 
FY13E FY14E FY13E FY14E 

Baidu, Inc. 4,765  0.8x 0.6x 0.7x 0.5x 

Chinacast Education 1  NM NM NM NM 

ChinaCache International 384  1.3x 1.0x 1.7x 1.4x 

China Education Alliance 4  NM NM NM NM 

ChinaEdu Corporation 59  0.4x NM 0.7x NM 

China Education Resources 3  NM NM NM NM 

ChinaNet Online Holdings, Inc.  18  NM NM NM NM 

China Distance Education  853  3.4x 2.7x 10.2x 8.0x 

Sohu.com Inc.  2,947  1.1x 1.0x 1.7x 1.4x 

Youku Tudou, Inc. 5,510  7.6x 5.4x 7.9x 5.7x 

Average   2.4x 2.1x 3.8x 3.4x 

UMeWorld, Inc. 20.0 1.6x 1.0x 1.7x 1.0x 

Premium (discount)   (32.9%) (53.0%) (56.6%) (70.0%) 

Source: Bloomberg, SeeThruEquity Research 

 

 

 

 



	   	  

 © 2011-2014 SeeThruEquity, LLC. Important disclosures appear at the back of this report. 10 | P a g e  

UMeWorld Limited 

Equity | Technology / Online Content  

January 27, 2014 

RISK CONSIDERATIONS 
New business model 

UMeWorld is entering into completely new businesses across all its divisions. While they have proven 
successful in getting their platforms operational and the initial product reviews have been positive, there is 
no guarantee of UMeWorld being able to successfully monetize their digital platforms. Delays in acquiring 
subscribers to UMFun would materially impact our estimates. Furthermore, if UMeLook.com does not 
maintain its double-digit month over month unique visitor growth, the platform may be unappealing for brand 
partners and individual content providers to partner with UMeWorld. 

Competition 

Competition in China is particularly intense and there are no barriers to entry in the business segments in 
which UMeWorld operates. UMFun is the only patent pending adaptive learning platform in China, but this 
would not prevent other competitors from offering similar products. As outlined in the competition segment of 
this report, there are numerous publicly traded Chinese education companies focusing on the same market 
opportunity. On the digital media platform, UMeWorld is competing with some of the most visited websites in 
the world in Youku.com, QQ.com, etc. and UMeWorld may have to spend significantly to achieve the brand 
recognition needed to achieve the unique visitor levels to make the platform profitable. Additionally, tastes 
change rapidly and there is nothing “sticky” about either platform which would prevent customers from 
switching providers if necessary.  

Financial information 
UMeWorld has not released financial information since August 2013, and as a foreign filer is not obligated to 
provide quarterly updates. Their 2014 results may be materially different than the numbers outlined in this 
model due to a lack of information and business plan specifics.  

Chinese economy 
UMeWorld is dependent on the Chinese consumer remaining strong and discretionary spending in China 
continuing to rise. Should there be a severe downturn in the Chinese economy, demand for UMeWorld’s 
services would be significantly reduced. 

Share liquidity  

UMeWorld currently trades on the OTCQB. UMeWorld stock has averaged approximately 18,668 shares 
traded a day over the past three months. At the recent price of $0.23, this comes out to roughly $4,300 in 
daily traded volume. Getting into or out of a position in UMeWorld may be difficult depending on the market 
environment.  
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Management Team  

Michael Lee, Chief Executive Officer, President and Director 

Michael Lee has over 25 years of business experience in the areas of high tech development, marketing and 
corporate finance. Michael Lee founded the Company in 1997. 

Ruby Hui, Vice President, Corporate Development 

Ruby Hui oversees the company’s corporate strategy and business development. Prior to UMeWorld, Ruby 
Hui was Marketing Manager at New World Development, a multi-billion investment holding company with 
interests in health care, property development, hotels, infrastructure, telecommunications and retailing in 
Hong Kong and China. Previously, Ms. Hui was Senior Property Manager at Chinese Estates Holdings 
Limited, a substantial Chinese investment holding company, based in Hong Kong. 

Lawrence Leung, Vice President, Operations 

Lawrence Leung is responsible for all aspects of the company’s day-to-day operation. Prior to UMeWorld, 
Lawrence Leung founded one of the top 10 Bulletin Board Systems (BBS) in China right after he obtained a 
BSc in Computer Science from Sun Sat Yen University in 1999. Since then, Lawrence has managed 50+ 
internet development projects for SMEs and Government. 

Eason Young, Vice President, Products & Technology 

Eason Young is responsible for all aspects of the company's core technology and infrastructure. Prior to 
UMeWorld, Eason was CTO of Guangzhou Honya Group, an information technology consulting company. 
Previously, Eason Young was project manager at China Unicom Guangdong branch where he led a team of 
30 professionals developing cloud-based products. 

Michael Lam, CA, CPA, Interim Chief Financial Officer 

Michael is a self-employed Chartered Accountant and Certified Public Accountant (Illinois) with close to 20 
years of experience in a multitude of capacities. Prior to that, he was a Senior Manager with Deloitte & 
Touche LLP specialising in Canadian and U.S. public company filings. 
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FINANCIAL SUMMARY 
Figure 7. Income Statement 

Figures in $mn unless specified  FY14E FY15E FY16E   

Revenue  12.4  20.1  27.9    
YoY growth  NM 62.3% 38.7%   

Cost of sales  3.7 6.0 8.4   

Gross Profit  8.7  14.1  19.5    
Margin  70.0% 70.0% 70.0%   

Operating expenses  3.6 3.9 4.2   

EBIT  5.1  10.2  15.3    

Margin  41.3% 50.8% 54.9%   

EBITDA  7.2  12.3  17.4    
Margin  57.9% 61.1% 62.3%   

Other income/ (expense)  (0.1) 0.0  0.0    

Profit before tax  5.0  10.2  15.3    

Tax  0.5  1.0  1.5    

Net income  4.5  9.2  13.8    
Margin  36.5% 45.7% 49.4%   

EPS (per share)  0.05  0.10  0.15    

Source: SeeThruEquity Research 
 

Figure 8. Balance Sheet 

Figures in $mn, unless specified  FY14E FY15E FY16E   

Current assets  7.4 17.6 33.3   

Intangibles  16.9  14.8  12.7    

Other assets  0.8  0.9  1.1    

Total assets  25.1 33.4 47.2   
Current liabilities  1.0 1.0 1.0   

Other liabilities  0.9  0.0  0.0    

Shareholders’ equity  23.2  32.4  46.2    

Total liab and shareholder equity  25.1  33.4  47.2    

Source: SeeThruEquity Research 
	  

Figure 9. Cash Flow Statement 

Figures in $mn, unless specified  FY14E FY15E FY16E   

Cash from operating activities  6.6  11.3  15.8    

Cash from investing activities  (0.1) (0.1) (0.2)   

Cash from financing activities  0.0  (0.9) 0.0    

Net inc/(dec) in cash  6.5  10.2  15.7    
Cash at beginning of the year  0.6  7.1  17.4    

Cash at the end of the year  7.1  17.4  33.1    

Source: SeeThruEquity Research 
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About UMeWorld Limited 

UMeWorld's mission is to facilitate the interaction between people -- "You" and "Me," through its UMeLook, 
UMFun and UMeGame platforms. UMeLook.com, an online video platform focused on bringing foreign video 
content to China, is deployed through a sophisticated CDN (Content Delivery Network) with broad coverage 
throughout mainland China, Hong Kong & Taiwan. UMeLook.com plans to be a source of foreign video 
content for the Chinese viewer across any Internet-enabled device in China. UMFun.com is the only cloud 
based, patent pending adaptive learning educational platform in China. The Platform name UMFun™ in the 
Chinese language means ‘Full Mark’. It is a cost effective, engaging and fun to use assessment and tutoring 
platform that can intelligently analyze and adapt to a student’s performance and personalizes the delivery of 
proprietary educational items according to the student’s learning needs. UMeWorld intends to focus its 
future operations on digital media and the digital education market. 
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