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COMPANY SUMMARY 

Badu Networks improves the mobile and wireless 
user experience by providing innovative software 
and hardware appliance solutions that speed up 
network connections, reduce webpage load times, 
accelerate enterprise applications and accelerate 
user traffic across the Internet. The Company has 
also recently launched pixelFlik, a unique, localized 
photo and content management sharing app 
targeting the consumer market. 

KEY STATISTICS 

Inception Date 2012 

2018E Carrier/Enterprise Rev $15.9M 

Est. Current Valuation $64M 

2019E Revenue (Peak Proj.) $210M 

2019E NPV (Peak Proj.) $372M 

 

COMPANY INFORMATION 

Badu Networks Inc. 
2640 Main Street 
Irvine CA 92614 
 
Web:  www.BaduNetworks.com 
Phone: 949.287.2679 

INVESTMENT HIGHLIGHTS 

Leveraging its unique approach to solving 
critical issues that routinely and negatively 
impact user experiences; Badu Networks is 
primed to emerge as a leading network 
performance and consumer app leader. The 
Company’s products are designed for carriers, 
enterprises and consumers.   

The market opportunity for Badu’s core carrier 
and enterprise core target markets is estimated 
to be over $81B.  

Badu Networks’ flagship family of network 
optimization products, WarpTCP™, provides 
substantially improved and documented 
throughput and network speed. In some cases, 
improvements of over 200% have been achieved.  

Badu is poised to generate $15.9M in revenue in 
2018, as compared with $2.5M in 2017 and sales 
could exceed $210M in 2019. 

In our view, Badu is in an enviable position. The 
Company has 12 patents filed and 4 patents 
awarded, boasts key Tier 1 clients such as China 
Unicom, and a CEO that previously ran a $500M 
market cap publicly traded company.  

Utilizing a 4x CY18E price/sales metric, we 
arrive at a current NPV of $64M, similar to a 
recent competitor acquisition. Badu could reach 
a NPV of $372M in CY19, as the Company 
achieves its objectives. Plus, our forecasts and 
valuation targets exclude any contribution from the 
pixelFlik segment, thus providing a bonus to Badu’s 
value. 
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COMPANY OVERVIEW 

Tracing its roots to 2012, Badu 

Networks Inc. is nearing a key inflection 

point in its evolution. The Company is 

poised to generate meaningful revenue 

beginning in 2018, from carriers and 

enterprise customers alike. The 

Company’s core technology 

dramatically improves users’ Internet 

speed and content management 

experiences with innovative 

technology. Leveraging its proprietary 

IP and successful customer field test 

results, Badu Networks secured wins at 

the carrier and enterprise levels in 

2017, with additional proof of concept 

trials and broader deployments 

expected in 2018 and beyond. Additionally, Badu’s consumer-focused content 

management offering, which will ultimately be integrated into its commercial platform, 

serves as a revenue wild card and could accelerate top-line growth. The Company’s 

core target markets represent tens of billions of dollars in business and Badu is 

primed to penetrate these opportunities with its high performance/low capital cost 

offerings. 

The Problem 

At the carrier and enterprise levels, mobile operators and enterprises routinely 

struggle with bandwidth utilization constraints prompting packet loss, congestion, 

speed, latency, and efficiency issues, and these problems will only increase over 

time due in large part to the proliferation of video streaming. Protocol and network 

optimization solutions can be procured and deployed but oftentimes, the problems 

are instead “solved” by spending significant resources on infrastructure costs with 

little to no measured performance improvement, only increased capacity.  

At the consumer level, cloud-storage has not met expectations and has become 

cumbersome due to its design and implementation. Moreover, content-sharing, in 

particular photo-sharing and photo management via traditional methods, is losing its 

luster as traditional storage and sharing sites have not improved their features or 

capabilities at a fast enough clip to match user experiences and expectations.   

 

Figure 1: Graphic View of WarpTCP Markets 
Source: www.BaduNetworks.com 
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The Solutions: WarpTCP™ and pixelFlik 

By increasing the speed that TCP (Transmission Control Protocol) delivers data over 

both wired and wireless connections by over 200% in some cases, Badu Networks’ 

latest WarpTCP™ (software and appliance) solutions improve the carrier and 

enterprise network performance, thereby dramatically enhancing end-user 

experiences. The core technology is focused on the transport layer (Layer 4 of the 

OSI stack) which provides transparent transfer of data between end systems, and is 

responsible for end-to-end data flow control, thus ensuring complete data transfer. 

Moreover, the congestion or bottleneck (caused in part by increased video traffic) is 

freed up at the mobile last mile for mobile operators and in Wi-Fi networks for 

enterprises. 

As a result, WarpTCP™ is able to provide the greatest impact on network bandwidth 

utilization. Thus, customers and end users are provided with a greatly improved 

experience when engaged with web sites, streaming video, social media, cloud 

storage and interactive web-based applications that use the Internet as their 

transport.  

In our view, the WarpTCP™ platform is a disruptive technology that serves as a win-

win for network operators and end users alike. Carriers and enterprises can extend 

the lives of existing infrastructure while improving performance at a fraction of the 

cost required by competing methods while end users relish the enhanced overall 

experience.  Plus, with consistent and improved performance to the end user, mobile 

operators gain better service and application pricing leverage, further enhancing the 

value of the Company’s solutions.  

With a soft launch in late 2016, and 

currently available for Android users, 

pixelFlik removes the inconvenient and 

cumbersome process currently used in 

photo and other content sharing by 

enabling users to seamlessly share high 

quality (not degraded) content on a local 

basis versus cloud storage.  

Moreover, the offering is built to for 

wireless platform agnosticism, thereby 

making sharing between Android and iOS 

and other users swift and automatic. 

Interestingly, this core technology is based 

upon Badu’s WarpTCP™ approach to 

http://www.marblearchusa.com/


www.MarbleArchUSA.com 

Copyright © Marble Arch Research, Inc. 2017 404.449.3309 mp@marblearchusa.com Page 4 of 21 

 

 
 

network bandwidth performance for carriers and enterprises and will be integrated 

into the platform. With a rich feature-set, a stand-alone pixelFlik offering may emerge 

as a disruptive resource at the consumer level and add meaningful value to the 

WarpTCP™ platform for the mobile operator and enterprise segments. 

Given the enviable high performance/low capital cost structure, we believe that 

Badu Networks is poised to emerge as the network performance and content 

delivery provider of choice for carriers, enterprises, and consumers.  

The Valuation 

To date, the Company has raised over $6M at a valuation of $30M and is currently 

raising funds in a new funding round.  With signature wins in the enterprise and 

carrier markets, and solid sales and deployment visibility, we proffer that the previous 

valuation pales in comparison to our estimated current valuation of $64M. 

In our June 2017 Initiation of Coverage report, we elected to utilize a sum-of-the-

parts methodology, combined with a Net Present Value calculation for what we 

termed as potentially two disparate businesses: WarpTCP™ Carrier/Corporate and 

pixelFlik. Today, with greater and accelerated commercial visibility we have elected 

to value Badu on a price/revenue and NPV basis for the carrier and enterprise 

business alone, with the pixelFlik contribution to sales and valuation a “bonus.” This 

revised approach is not a reflection of reduced expectations for this segment; rather, 

it represents an enhanced emphasis on the carrier and enterprise markets.  

Investors should note that in addition to the potential bonus from pixelFlik, we elected 

to provide 2 revenue/valuation scenarios for 2019: Peak Projections, Discounted 

Projections. The Peak Projections reflect guidance from management with respect to 

financial forecasts, while the Discounted Projections reflect a 30% top-line reduction 

and higher expenses, with expenses as a percentage of sales similar to publicly 

traded comparables. This secondary scenario does not represent a lack of 

confidence in management. Instead, it illustrates what could happen in a worst-case 

scenario whereby carriers delay procurement despite the critical need, which is not 

uncommon.    

Through this approach, we arrive at a projected peak valuation of $372M for 

Badu by the end of 2019. Our future valuation compares with an estimated 

current valuation of $64M, which reflects a 4x 2018E price/sales metric. It 

should be noted that this metric matches the valuation assigned a Badu 

competitor that was acquired for $424M USD in cash in September 2017. 

Considering this peer was forecast to grow sales at less than 10% annually, a 
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4x price/sales ratio could be considered low for a disruptive, high growth 

technology company such as Badu.  

AN UNMET NEED 

WAN Optimization/TCP Acceleration 

 

Figure 3: Sample Enterprise Network 
Source: Marble Arch Research, Inc. 

Ever since wide-area-networks (WAN) were developed and deployed decades ago, 

users have complained about connectivity issues. Despite advances in technology 

and the proliferation of a myriad of apps used in wireless environments, many of 

these issues still exist today. Interestingly, many of the bandwidth and network 

performance logjam issues trickle down to the last mile (wired or mobile or WiFi), at 

the TCP layer, which 

accounts for 90-95% of 

Internet traffic.  

Mobile operators and 

internet service providers 

(ISPs) seek to deal with 

congestion, bandwidth, 

speed, latency, and packet 

loss in the most cost-

effective manner, lest they 

be forced to contend with 

Figure 4: Sample Cell Sites 
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meaningful subscriber churn and lost revenue.  

 

The fewer issues and greater ability to offer high throughput to end users, the greater 

fees can be charged and thus the higher the return on investment (ROI) on their 

existing infrastructures, along with customer retention.  Interestingly, some firms 

elect to spend significant sums on physical network infrastructure or the acquisition 

of additional mobile spectrum which rather focus on performance optimization. This 

approach may increase capacity and bandwidth but does not directly address the 

network performance/optimization throughput issues. 

However, advances in technology, particularly at key endpoints such as cell towers, 

a central office, or a remote enterprise site have fostered substantial growth in the 

WAN optimization and TCP Acceleration markets. According to Research and 

Markets, the WAN optimization market was estimated to be $5.2 billion in 2014 with 

a compound annual growth rate of 18.8%, thereby resulting in an estimated market 

of $12.1 billion by 2019. However, BADU believes that this growth forecast is 

understated. First, it does not include the carrier market in the estimate—which could 

prove to be a huge opportunity given the start of 5G network deployment; and 

second, it underestimates the current network conditions that are driving enterprise 

adoption.  

Badu management believes that a primary cause for TCP throughput collapse is a 

combination of the increasing network signaling speeds along with the dramatic 

increase in the number of devices sending and receiving relatively small data bursts. 

This small traffic spot activity has the effect of inducing TCP throughput collapse in 

currently deployed servers. The result can be an often dramatic, client-side 

throughput collapse and the impact is profound when users are consuming large 

data or video segments, i.e. enterprise uses or consumer OTT (Over the Top 

Television) streaming video content consumption.  Caching at mobile edge servers 

can help reduce the service load at the base station in mobile delivery, which 

dovetails with Badu’s approach.   

Not only can WAN optimization fix these issues, but this approach can provide 

significant TCP acceleration, even for encrypted traffic. 

In our view, the preceding estimated market size must be adjusted to include at least 

10% of the 23 million global cell towers where the deployment of a TCP optimization 

solution makes sense. (Note: Since 5G network deployments require the installation 

of microcells the number of cell towers installed base could be significantly higher in 

the coming years.)  
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Therefore, the actual 2019 market size could be $12.1 billion in the enterprise space 

and $69 billion in the carrier space, for a total addressable market of $81.1 billion. 

There are a number of competing firms in the WAN optimization and TCP 

acceleration arenas.  These include Sandvine which was acquired in September 

2017 for 4x 2018 estimated sales, Flash Networks, and Riverbed Technologies, 

which was bought in 2014.  

Privately-held Flash Networks is celebrating its 20th year in business so it is no 

surprise that it boasts that is serves as the largest market share in the mobile 

Internet optimization and monetization market with hundreds of deployments.  Still, 

the TCP Acceleration improvements appear to top out at 40% versus the 200-300% 

top-end range for Badu Networks, in real world tests conducted by partners in Korea 

— arguably the country with the best internet connectivity in the world. Perhaps this 

is an opportunity for Badu Networks to serve as a replacement for poor-performing 

legacy products deployed at Tier 1 carriers. 

Sandvine has even worse performance and is focused on carriers that still have 

legacy 2G and 3G network deployments, which may help explain the anemic sales 

growth. Despite the recent acquisition, we do not believe their offerings are designed 

for next-generation mobile networks. Interestingly, Riverbed’s performance is solid, if 

not unspectacular. Riverbed’s focus is on the enterprise space rather than mobile 

carriers, and Badu is poised to serve as a replacement for some Riverbed installed 

networks.  Former Riverbed Asia sales executives have joined Badu and distributors 

in that region are already beginning to promote Badu solutions over Riverbed 

equipment. 

BADU NETWORKS: WARP SPEED AHEAD 

Founded in 2012, Badu Networks is on the cutting edge of the network 

bandwidth performance optimization and utilization space. Winner of CIO 

Review’s 20 Most Promising Networking Solution Providers – 2017, the Company 

has filed 12 patents and been awarded four. While sales were just over $300,000 in 

fiscal 2015, we project that total revenue should reach $2.5M in 2017. On the 

carrier/enterprise side, the Company is focusing its efforts on the Asia Pacific region 

through carriers and resellers, which represent low hanging fruit for the Company.  

 

Key markets include China, Korea, Philippines, India, Indonesia, and Australia along 

with the U.S. Important pilot or PoC (proof-of-concept) carrier wins include such Tier 

1 customers as China Unicom (NYSE – CHU), SK Telecom (NYSE –SKM)-(PoC 

about to start),  LGU+ (parent of LG Electronics), and Sprint (NYSE – S).  
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Carriers, enterprises, and users strongly desire markedly better network performance 

than what is currently available, but at a reasonable cost and with relative ease of 

deployment. Clearly, a company that can design and deploy a solution to this 

problem would be a boon to carriers, enterprises, and end users alike. 

 

Enter Badu Networks. 

Through its WarpTCP™ family of products, Badu Networks offers TCP acceleration 

solutions to speed up wireless networks by up over 200%, in some cases. 

WarpTCP™ is an innovative new approach to TCP Optimization that delivers greater 

throughput depending on network conditions, network distance and file 

size. WarpTCP™ incorporates algorithms that optimize Wi-Fi networks as well as the 

mobile last mile. WarpTCP™ employs a unique set of algorithms that improves 

TCP performance. 

 

Current TCP optimization technologies utilize loss and/or latency as the catalyst for 

making adjustments and re-transmitting packets. WarpTCP™ augments these data 

points by incorporating additional meta-data that allows it to further distinguish 

packet loss from actual congestion.  

 

Since WarpTCP™ reacts to network events in real-time and distinguishes real 

congestion from loss, the technology is better able to optimize flows over typically 

packet-losing, slower networks. Such networks are prevalent in the “wireless last hop 

or mobile last mile”. Badu’s introduction of WarpTCP™ improves on known TCP 

optimization approaches that have fallen short in delivering significant performance 

gains. More importantly, current optimization technologies don’t take into 

consideration the tremendous growth of mobile and Wi-Fi traffic. 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 6: Sample Performance Improvement 
Source: www.BaduNetworks.com 
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Badu Networks’ WarpTCP™ technology is a single-ended solution that can be 

deployed as a software module, virtual appliance or physical appliance, but is offered 

in products designed for carriers, the cloud, content delivery networks, enterprises, 

and consumers. 

 

Interestingly, the Company’s core technology solves different problems affecting its 

customer segments such as carriers and enterprises, although all customers seek 

better performance. Carriers are concerned with mobile last mile performance, 

average revenue per user (ARPU), while enterprises are worried about productivity, 

managing the strain of new devices on networks, and virtual servers mirroring data 

offsite, and others. Still, while many firms in the space are focused on enterprises 

due to shorter sales cycles, by engaging in a multi-pronged strategy that leverages 

relationships, we believe that Badu Networks will make significant headway in 

solving the problems facing carriers to an even greater degree than some 

enterprises. Plus, since the segment represents an even greater market opportunity, 

with tens of millions of cell sites around the globe, carrier average deal sizes are 

likely to be larger (tens of millions for carriers) than enterprise wins.   

Source: Badu Networks, Inc. 

Badu Networks’ key products include: 

WarpEngine™ TCP Proxy/Acceleration Appliance 

WarpEngine™ is a scalable network proxy/acceleration appliance that can handle 

millions of TCP sessions simultaneously with little to no overhead. It can be deployed 

http://www.marblearchusa.com/


www.MarbleArchUSA.com 

Copyright © Marble Arch Research, Inc. 2017 404.449.3309 mp@marblearchusa.com Page 10 of 21 

 

 
 

at the customer premise for Enterprise applications, in a Service Provider’s core 

network or in front of 100’s to 1000’s of servers in a data center. 

 

 

WarpServer — Software Module for Origin Servers 

WarpServer is a software module that runs on a TCP sender such as content servers 

to optimize TCP data delivery speed between the servers and the end users. It can 

be loaded onto web servers, caching servers, load balancers or application servers 

in a highly scalable fashion. 

 

WarpGateway — TCP Acceleration Proxy Appliance 

WarpGateway from Badu Networks is designed to optimize existing wireless 

networks without costly network equipment or end user device upgrades. It is a 

transparent acceleration proxy that sits between an Internet modem and local Wi-Fi 

network available in a compact form factor that offers a simple plug-and-play 

installation. 

 

Although many clients have successfully tested and measured the impact of 

WarpTCP™ on performance, perhaps the best referenceable client for the Company 

is China Unicom. 

China Unicom is currently running production in a number of cell sites and Badu 

hopes to have thousands running its technology in 2018. The total addressable 

market here is a whopping 800,000 cell sites, with the target of a 15% rollout by 

2019-2020, for $180M revenue. Two other China carriers have an additional 2.8 

million cell towers between them. There has been a strong, measurable 

improvement in performance and the effect of WarpTCP™ is evident when sites 

become busy between 6am and 1pm. 

WHAT’S NEW 

Since our initiation report, Badu has made significant progress on the business 

development and product development fronts. For example, the Company has 

entered into or will soon begin a number of PoC (proof of concept) trials in Asia with 

major carriers in Indonesia, India, and Telstra, the primary carrier in Australia. Once 

these six month trials are completed, it is expected that deployments will follow, as 

they have with China Unicom.   

The business potential from these carriers is interesting from both sales and 

technical perspective. In August of this year, Badu introduced its new 10Gb/s 

product, WarpEngine‐X. This cutting edge offering leverages Badu Networks’ 
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patented WarpTCP™ technology which mitigates TCP’s Retransmit Timeout (RTO) 

induced throughput collapse to improve network performance by up to 10x. This 

ensures the highest quality of service possible for mission critical applications. 

Carriers have already offered indications of interest in this cutting edge product, and 

it is possible that Badu deploys hundreds of them in the next 12-18 months, 

demonstrating its unparalleled efficacy and technology leadership status for next-

generation mobile networks. 

Separately, Badu Networks announced that it has demonstrated a ten-fold 

improvement in throughput between Amazon Web Services and on-premises 

environments with its WarpVM product. In our view, this is a key, strategic event and 

aids in management’s effort to position Badu as the go-to optimization provider for 

enterprises. 

Badu Networks was recently awarded a patent by the U.S. Patent and Trademark 

Office (USPTO) for a “Universal Two-Step Payment System”, that could ultimately be 

worth tens of millions to the Company. (http://bit.ly/2tRfpJM) This patent relates to 

mobile financial transactions such as Apple Pay and Samsung Pay, rather than its 

core business. Given the broad language of the patent, it is possible that Apple and 

Samsung may be infringing on the Company’s intellectual property.  

An excerpt from the patent: “An independent app, or browser extension or widget or 

installed service, on a mobile or fixed communication device, generates a barcode that is 

sent directly to an online point-of-sale system. The method allows a purchaser to use the 

same app, or widget or browser extension or installed service, to purchase from any retailer 

with installed collaborating software.” 

Apple Pay usage is growing by 500% annually according to Apple and independent 

forecasts suggest users will leap from 45M in 2016 to 86M in 2017. If it is determined 

that Apple is infringing on the Badu Networks patent, it is possible that the patent 

could generate tens of millions in annual royalties to the Company, based on our 

back-of-the-envelope calculations.  

While this event could prove to be a windfall for the Company, we did not allocate 

any value to this patent and subsequent settlement/royalties benefit to financial 

forecasts or valuation. 

BADU NETWORKS: pixelFlik 

Since 2009, image capture via hand held devices has become an industry unto itself. 

The space as has been driven by the convergence of a series of factors. At its core, 

the ubiquitous use of image storage and sharing has enjoyed tremendous growth 
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due in large part to improved camera technology incorporated into smart phones, 

tablets and other devices, along with the ready availability of cloud services to host 

content like photos, files and video. Plus, the “shared experience” shift in society, 

particularly among millennials and young adults, has played a big role in the 

popularity of this application.   

Unfortunately, many users still have hundreds if not thousands of photos trapped in 

their phones or in cloud services which have made it difficult to search, retrieve or 

send these prized 

images. Despite 

hundreds of millions 

of photos on 

WhatsApp and 

Snapchats that are 

viewed daily, many 

users have become 

frustrated with the 

resulting user 

experience, and have 

subsequently slowed 

down their continued 

use and adoption of 

cloud photo-sharing 

services. The reason is that it is too difficult to continually upload and manage 

content, and it is inconvenient to wait for poor-quality photos to be returned to a user 

on their device every time that they wish to view them.  

With 2 billion smart phone users worldwide, the market is huge. Moreover, sites such 

as Instagram boast 300 million active monthly users and that number is on the rise 

and online advertising is generating substantial mobile ad revenue (well above $1B 

annually.) Nonetheless, given the reduction and frustration in the user experience, 

private media sharing via services such as pixelFlik could ultimately prove to be a 

valuable property. Anyone that has used the typical cloud-based file sharing sites 

such as Box (NYSE – BOX), Dropbox, Google (Drive) (NASDAQ – GOOG), 

OneDrive, and others, has likely experienced painfully slow upload and download 

times, not to mention cumbersome management and sharing features. 

pixelFlik: Fast, Local, Accessible Content 

Leveraging the concept of improving the user experience, this innovative offering 

makes photo accessibility, sharing, and storage faster and easier by bringing the 

content closer to the user in a localized environment. It is perfect for any family that 

Figure 5: Typical Cloud-Based Sharing 
Source: Marble Arch Research, Inc. 
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has smart devices as the app design and storage/communication configuration 

ensures that no one has to “send” the photo to anyone in the “group”; it is 

automatically available for retrieval in a private environment, while it retains its high 

quality.  

By using pixelFlik, users get the benefit of the WarpTCP™ optimization technology 

from the pixelFlik cloud and the best user experience due to close proximity of the 

content to the user.  

pixelFlik competes directly with iCloud, Google Photos, Instagram, Snapchat and 

Facebook. In creating pixelFlik Badu Networks created a robust platform that uses 

the “Tribe” metaphor to help users organize and share content. In the pixelFlik world 

the act of sharing content a new photo is performed by selecting the tribe and taking 

the photo. No sending of links, no sharing with each individual of a group one at a 

time, and no taking 10 photos with 10 different cameras. The content (photos, files, 

and video) are delivered to all devices of every user that is a member of the tribe.  

After delivery, the content is local to each member’s device and provides an 

outstanding user experience when the user interacts with or consumes the content. 

Competing firms rely on cloud storage and network access to fetch the user’s 

content. If you travel then you know how difficult it is to rely on network connectivity 

to access your content reliably. The other issue is that, since storage is provided by 

the cloud service provider they will do everything that they can to reduce the quality 

of your content (so that it uses less space) — the justification being that the service 

is free.  

Priced at $1.99 for the app and $149 – 349 for the appliance, pixelFlik began a soft 

launch late last year and has several thousand early adopters today, with a full 

launch expected in 2018. Management has plans to monetize the product through 

digital signage and advertising, device sales, along with monetizing media delivery, 

storage, and caching, as a critical mass of users is garnered. Thus far, the service 

has enjoyed rave user reviews and could eventually sign up tens of millions of users 

or more.  Given management’s present focus on the carrier and enterprise 

segments, we view this segment’s contribution to both financials and valuation as a 

bonus at present, pending meaningful progress, which is a slight departure from our 

original positioning. This shift also illustrates the low-hanging fruit of the commercial 

efforts.   
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POTENTIAL MILESTONES 

Badu Networks has already achieved key milestones and is poised to complete 

additional steps in 2017 and beyond.  

2018 

 

2019 

 

 

BADU NETWORKS LEADERSHIP TEAM  

Dennis Vadura, Founder / CEO 

Experienced entrepreneur, previously started 2 companies; CEO of AccuPoll, a 

public company (traded 3+ million shares/day), co-founder & CEO of Web Tools Int., 

Development Manager and Architect at 3M, Senior Technical Architect at EDS, BS-

MATH, MS-Computer Science, University of Waterloo. 

Wei Kang Tsai, Founder / Chief Scientist 

An experienced entrepreneur; noted researcher in the area of computer networking, 

network flow control & routing, and telecommunication; over 20 years as professor at 

University of California; cofounded Irvine Networks, raised 31 million in funding; BS, 

MS, Ph.D. all in EECS from MIT. 

Tony Wong, Founder / VP Marketing 

Mr. Wong has 27 years of broad functional experience & leadership (Marketing, 

Sales, Supply Chain, Customer Service, SW Quality) at Apple, HP, Sun 

Microsystems, Gateway Computers, Black & Decker, and 3M. 

Close funding 
round/go 

public 

Achieve $15+M 
in WarpTCP 

sales 

End 2018 with 
1M pixelFlik 

users 

Generate $100M+ 
in WarpTCP 

sales to carriers 

Achieve 
EBITDA higher 

than 2018 
sales 

Generate 
$100M backlog 
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Evan McCarthy, VP Engineering 

15 years of experience in wireless communications ranging from RFIC design to 

strategic marketing. Previous companies include Broadcom, Skyworks Solutions, 

Conexant, and Rockwell Semiconductor. Holder of 10 issued Patents, he has a BS in 

Physics, MS in Electrical Engineering and MBA from Duke. 

John Higgs, VP Global Strategy 

John has been in the Networking industry for ~30 years. Previously, he was Senior 

Vice President, Asia Pacific & Japan (APJ) at Riverbed Technologies and over 9 

years established and built Riverbed’s operations and sales across the Asia Pacific 

Region. Prior to Riverbed, John spent 7 years with Cisco Systems initially setting up 

Cisco in South Asia then expanding across the APJ region. 

Greg Keushgerian, VP Sales The Americas 

Greg brings his massive rolodex of industry contacts and a wealth of industry 

knowledge. He has held senior level positions within the wireless & technology 

sector by utilizing his strong sales skills. He is laser focused on driving revenue, 

increasing brand position, and being a great strategic thinker. His business acumen 

is a distinct advantage for Badu, bringing maximum exposure and results. 

Jay Kim, Managing Director, Korea 

Former Country Manager of Riverbed Korea (Regional VP). Prior to joining Riverbed 

Korea, Jay served as a product manager at Cisco Systems APAC Headquarters. 

Before Cisco, Jay spent years at ArrowPoint and LG Information & Communication 

(currently LG-CNS), and Samsung Electronics, among others. He holds a computer 

science degree from Inha University. 

Son Thanh Tran, Board Member 

Successful serial entrepreneur in Vietnam; recently expanded to USA. Has 

experience and businesses in: banking, manufacturing, and hospitality. Mr. Tran is 

also a former Board member of Sacombank, a current Board Director of Toan Thang 

Plastic, and the CEO/Founder of Rainbow International Hotel & Restaurant Inc. He 

manages four hotels in Saigon, Vietnam and also the Anaheim Carriage Inn three 

blocks from Disneyland. 
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FINANCIALS 

While sales were just over $300,000 in FY15, total revenue should reach $2.5 million 

in 2017, with negative EBITDA of around ($2 million.) Next year should be a break-

out year for Badu as total revenue is slated to approach $16M in 2018, with EBITDA 

of $3.8 million, a 24% margin. Although tremendous progress has been made on the 

carrier front, given the longer sales cycles, we project that enterprise sales will drive 

revenue in 2018, comprising well over 60% of sales. 

Investors will note that our pro forma forecast below has 2 columns for 2019. The 3rd 

column, with the higher figures, represents what we believe is peak potential for the 

Company, driven by sales to the carrier market. It also reflects lower expenses than 

the 4th column. While these estimates may seem aggressive, we believe they are 

achievable. This peak performance includes sales of $210 million and an enviable 

EBITDA profit of $147 million. 

Given that the carrier market has a propensity to occasionally delay procurements, 

we elected to illustrate what a 2019 financial year could be for Badu if a series of 

delays resulted in a 30% reduction in sales relative to peak projections. It should be 

noted that the adjusted revenue is around $147 million, the same as EBITDA in the 

peak projection column (a mere coincidence.) Still, even with a 30% adjustment, 

revenue would grow by 10x from 2018 to 2019, a tremendous achievement. We also 

elected to increase expenses to better reflect similar costs as a percentage of sales 

for other, similar companies in the technology space. As a result, EBITDA in the 4th 

column is $80 million, generating a very healthy 54% margin. 

As noted above, we do not have any revenue allocated to pixelFlik at this time; 

however, we plan to forecast top-line for this segment sometime in early 2018, as 

developments occur.  

 

http://www.marblearchusa.com/


www.MarbleArchUSA.com 

Copyright © Marble Arch Research, Inc. 2017 404.449.3309 mp@marblearchusa.com Page 17 of 21 

 

 
 

 

 

RISK FACTORS 

In our view, Badu Networks’ biggest risks relate to timing and magnitude of hockey 

stick-type sales and user growth in its new markets, given the early stage nature of 

its sales and penetration cycle. We believe this risk is largely mitigated and 

minimized by the obvious cost/benefit of its WarpTCP™ flagship offerings and the 

disruptive nature of the pixelFlik app. Moreover, given the Company’s high level of 

documented effectiveness, we view this risk as very low. Favorable funding risks, 

while very negligible in our view, could also occur. Finally, competition from new 

entrants or existing customers with similar or better efficacy could prompt changes or 

2017E 2018E 2019E 2019E ~  70%

Carrier $5,000 $4,494,000 $145,100,000 $101,570,000

Enterprise $2,500,000 $11,399,000 $65,200,000 $45,640,000

PixelFlik

Total Revenue $2,505,000 $15,893,000 $210,300,000 $147,210,000

Carrier $10 $27,000 $1,040,000 $728,000

Enterprise $107,000 $492,000 $2,388,000 $1,671,600

PixelFlik $0 $0 $0 $0

Cost of Sales $250,500 $1,589,300 $21,030,000 $14,721,000

Total COGS $357,510 $2,108,300 $24,458,000 $17,120,600

Gross Profit $2,147,490 $13,784,700 $185,842,000 $130,089,400

Gross Profit Margin 85.73% 86.73% 88.37% 88.37%

Sales and Marketing $1,573,000 $4,583,000 $27,126,000 $23,553,600

Research and Development $1,478,000 $3,248,000 $5,989,000 $11,776,800

General and Administrative $1,110,000 $2,105,000 $5,654,000 $14,721,000

Total Opex $4,161,000 $9,936,000 $38,769,000 $50,051,400

EBITDA ($2,013,510) $3,848,700 $147,073,000 $80,038,000

EBITDA Margin -80.38% 24.22% 69.93% 54.37%

Source: Badu Networks, Inc., Marble Arch Research, Inc.

BADU NETWORKS, INC.

Pro Forma Income Statement 
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delays in achieving its objectives. Nonetheless, these are all typical future concerns 

consistent with firms of Badu Networks’ size and standing.  

VALUATION AND CONCLUSION 

Leveraging its unique approach to solving critical problems that routinely and 

negatively impact user experiences, Badu Networks is primed to emerge as a 

leading network performance and consumer app leader. The market opportunity for 

the Company’s two key commercial target markets (enterprise and carriers) is 

estimated to be over $81B, which excludes any contribution from pixelFlik, a 

revolutionary content-sharing app or the aforementioned payment systems patent. 

Thus, investors should view these hidden assets as potential bonuses that could 

carry meaningful value down the road. 

Badu Networks’ flagship family of network optimization products, WarpTCP™, 

provide substantially improved and documented throughput and network speed, by 

over 200% in some cases. Plus, with 12 patents filed, 4 patents awarded key Tier 1 

referenceable clients such as China Unicom, and a CEO that previously led a $500M 

market cap publicly traded company, Badu Networks is in an enviable position.  

Investors should note that we elected to provide 2 revenue/valuation scenarios for 

2019: Peak Projections, Discounted Projections. The Peak Projections reflect 

guidance from management with respect to financial forecasts, while the Discounted 

Projections reflect a 30% top-line reduction and higher expenses, with expenses as a 

percentage of sales similar to publicly traded comparables. This secondary scenario 

does not represent a lack of confidence in management. Instead, it illustrates what 

could happen in a worst-case scenario whereby carriers delay procurement despite 

the critical need, which is not uncommon.    

Our present estimated valuation of $64 million reflects 4x our projected 2018E 

revenue. Note that the price/sales ratio is equivalent to the September 2017 

acquisition of Badu competitor Sandvine, for over $434M USD in cash. Considering 

this peer was forecast to grow sales at less than 10% annually, a 4x price/sales ratio 

could be considered low for a disruptive, high growth technology company such as 

Badu. 

For our peak projected valuation, we used a 3.0x multiple on 2019 estimated sales 

and discounted it back at a very conservative 30% discount rate, since meaningful 

annual sales are just beginning their ascent. Through this approach, we arrive at a 

projected peak valuation of $372M for Badu by the end of 2019. For those investors 

wishing to take a very conservative approach and utilize the same metrics on the 
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$147M in sales forecast (30% discount), the discounted future valuation is $260M, a 

roughly 4x increase from our current estimated value of $64M.  

Clearly, tremendous growth is ahead for Badu via sales in its core business which 

should translate into major valuation drivers along the way, with additional value to 

be unlocked with pixelFlik and other assets and ventures.  
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SENIOR ANALYST: ROBERT GOLDMAN 

Rob Goldman joined Marble Arch Research in 2016. In 2009, he founded and still operates Goldman Small 
Cap Research. and has over 20 years of investment and company research experience as a senior research 
analyst and as a portfolio and mutual fund manager. During his tenure as a sell side analyst, Rob was a senior 
member of Piper Jaffray's Technology and Communications teams. Prior to joining Piper, Rob led Josephthal 
& Co.'s Washington-based Emerging Growth Research Group. In addition to his sell-side experience Rob 
served as Chief Investment Officer of a boutique investment management firm and Blue and White Investment 
Management, where he managed Small Cap Growth portfolios and The Blue and White Fund.  

ANALYST CERTIFICATION 

I, Robert Goldman, hereby certify that the view expressed in this research report accurately reflect my personal 
views about the subject securities and issuers. I also certify that no part of my compensation was, is, or will be, 
directly or indirectly, related to the recommendations or views expressed in this research report. 

DISCLAIMER 

This research report was prepared for informational purposes only.  

Marble Arch Research, Inc. produces sponsored research reports on publicly-traded and privately-held 
companies. Marble Arch Research, Inc. was compensated by the Company in the amount of $8500 for 
research services and $12,000 for roadshow services. All information contained in this report was provided by 
the Company via its business plan, press releases or its website, or through our own due diligence. Our 
analysts are responsible only to the public, and are paid in advance to eliminate pecuniary interests, retain 
editorial control, and ensure independence. Analysts are compensated on a per report basis and not on the 
basis of his/her recommendations. 

The information used and statements of fact made have been obtained from sources considered reliable but 
we neither guarantee nor represent the completeness or accuracy. Marble Arch Research Inc. did not make an 
independent investigation or inquiry as to the accuracy of any information provided by the Company, or other 
firms. Marble Arch Research Inc. relied solely upon information provided by the Company through its business 
plan, press releases, presentations, and through its own internal due diligence for accuracy and completeness. 
Such information and the opinions expressed are subject to change without notice. A Marble Arch Research 
Inc. report or note is not intended as an offering, recommendation, or a solicitation of an offer to buy or sell the 
securities mentioned or discussed.  

This report does not take into account the investment objectives, financial situation, or particular needs of any 
particular person. This report does not provide all information material to an investor’s decision about whether 
or not to make any investment. Any discussion of risks in this presentation is not a disclosure of all risks or a 
complete discussion of the risks mentioned. Neither Marble Arch Research Inc., nor its parent, is registered as 
a securities broker-dealer or an investment adviser with FINRA, the U.S. Securities and Exchange Commission 
or with any state securities regulatory authority. 

ALL INFORMATION IN THIS REPORT IS PROVIDED “AS IS” WITHOUT WARRANTIES, EXPRESSED OR 
IMPLIED, OR REPRESENTATIONS OF ANY KIND. TO THE FULLEST EXTENT PERMISSIBLE UNDER 
APPLICABLE LAW, MARBLE ARCH RESEARCH INC. WILL NOT BE LIABLE FOR THE QUALITY, 
ACCURACY, COMPLETENESS, RELIABILITY OR TIMELINESS OF THIS INFORMATION, OR FOR ANY 
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DIRECT, INDIRECT, CONSEQUENTIAL, INCIDENTAL, SPECIAL OR PUNITIVE DAMAGES THAT MAY 
ARISE OUT OF THE USE OF THIS INFORMATION BY YOU OR ANYONE ELSE (INCLUDING, BUT NOT 
LIMITED TO, LOST PROFITS, LOSS OF OPPORTUNITIES, TRADING LOSSES, AND DAMAGES THAT 
MAY RESULT FROM ANY INACCURACY OR INCOMPLETENESS OF THIS INFORMATION). TO THE 
FULLEST EXTENT PERMITTED BY LAW, MARBLE ARCH RESEARCH INC. WILL NOT BE LIABLE TO YOU 
OR ANYONE ELSE UNDER ANY TORT, CONTRACT, NEGLIGENCE, STRICT LIABILITY, PRODUCTS 
LIABILITY, OR OTHER THEORY WITH RESPECT TO THIS PRESENTATION OF INFORMATION. 

MARBLE ARCH RESEARCH, INC.  
  
Michael J. Price  
Managing Director  
email: mp@marblearchusa.com  
Phone: 404.449.3309 
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