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Since our most recent earnings update on SRAX, the stock has continued to trade lower for reasons that escape 

us.  We have received some calls regarding the weakness, and again, we are not privy to any fundamental reasons 

for that weakness.  In fact, management has reiterated their guidance to us, which to refresh is for 2017 revenues 

of between $45-$50 million and EBITDA of between $2 and $5 million. Given the lack of other fundamental 

news, we tend to think the weakness may be more congruent with the last paragraph from the prior earnings 

update: 

 

    

We reiterate our 12-18 month price target of $7.50 as well as our allocation of 4.  Given the 

continued compression in the stock even below our initiation price, we are inclined to raise the 

allocation.  (If we liked it at $1.90, we must love it at under $1.60…right?)  However, we also think 

the arbitrage remnants of the financings are continuing to impact the stock negatively and that 

may continue to weigh on the price until those wash out.  We have no insights as to when that might 

be. On the other hand, we may be overstating the impact of the financings on the stock, and maybe 

the sellers are just shareholders who have become disenchanted or even concerned about the 

Company’s prospects given the struggles they have endured.  We understand that view as well, 

whatever the minutia, keeping the risk profile in mind, we think the stock is a compelling value from 

current levels for those who may be focused on the longer-term opportunity rather than on trying to 

ring the bell.               

 

 

Look, investors sell stocks for many reasons; kids in college, buying a summer home, paying legal 

bills…whatever.   In this case, we think the seller(s) over the past few weeks seem a bit indiscriminate to us. That 

is, they seem more interested in the liquidity than what they get for the shares. That may (or may not) dovetail 

with our arbitrage comment above. We submit, the news as of late has not been stellar starting with the 

(re)financing of the Victory Park debt through poor comparative and overall results for Q1-2017.  But, again, in 

the context of the reiterated guidance in conjunction with the Q1 numbers, to hit even the low end of guidance, 

the remaining 2017 comps will have to be favorable, in fact, more favorable than our model projects.  As we said, 

guidance is just guidance, however, we know the Company has some amount of visibility with respect to that 

guidance.  They have “backlog” business on the books that is most certainly driving some portion of the guidance. 

Can the remainder of the year fall flat and undermine the guidance? Perhaps.  However, given their enthusiasm 

for the emerging portions of the business (SRAX MD, SRAX Reach and SRAX Social) we think that sort of 

contraction would be extraordinary.      

     

In summary, we submit, it is unsettling to watch positions we own (or cover) drop precipitously without any 

particular news or other apparent catalyst. We don’t have an answer for that situation, other than it’s not the first 

time we have seen it happen (and in some instances, looked back and realized the profound opportunity it 

presented). Maybe we are in fact missing something here, we think otherwise, but perhaps.  That said, given our 

continued conviction (in lieu of the compression in the stock price) we are raising our allocation from 4 to *5, and 

reiterating our 12-24 month price target of $7.50.  
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Projected Operating Model 
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Rating System Overview 
 

There are no letters in the rating system (Buy, Sell Hold), only numbers. The numbers range from 1 to 10, with 1 representing 1 

“investment unit” (for our performance purposes, 1 "investment unit" equals $250) and 10 representing 10 investment units or $2,500.  

Obviously, a rating of 10 would suggest that we favor the stock (at respective/current levels) more than a stock with a rating of 1.   

 

As a guideline, here is a suggestion on how to use the allocation system. 

 

Our belief at Trickle is that the best way to participate in the micro-cap/small cap space is by employing a diversified strategy.  In 

simple terms, that means you are generally best off owning a number of issues rather than just two or three.  To that point, our goal 

is to have at least 20 companies under coverage at any point in time, so let’s use that as a guideline.  Hypothetically, if you think you 

would like to commit $25,000 to buying micro-cap stocks, that would assume an investment of $1000 per stock (using the 

diversification approach we just mentioned, and the 20 stock coverage list we suggested and leaving some room to perhaps add 

another 5 of the names from our profiles).  We generally start initial coverage stocks with an allocation of 4.  Thus, at $1000 invested 

per stock and a typical starting allocation of 4, your “investment unit” would be the same $250 we used in the example above.   Thus, 

if we initiate a stock at a 4, you might consider putting $1000 into the position ($250 * 4).  If we later raise the allocation to 6, you 

might consider adding two additional units or $500 to the position.  If we then reduce the allocation from 6 to 4 you might consider 

selling whatever number of shares you purchased with 2 of the original 4 investment units.   Again, this is just a suggestion as to how 

you might be able to use the allocation system to manage your portfolio.  

 

For those hung up on the tradition of more typical rating systems (Buy, Sell, Hold) we would submit the following guidelines. 

A Trickle rating of 1 thru 3 would best correspond to a "Speculative Buy" although we would caution that a rating in that 

range should not assume that the stock is necessarily riskier than a stock with a higher rating.  It may carry a lower rating 

because the stock is trading closer to a price target we are unwilling to raise at that point.  This by the way applies to all of 

our ratings.  

A Trickle rating of 4 thru 6 might best (although not perfectly) correspond to a standard "Buy" rating.  

A Trickle rating of 7 thru 10 would best correspond to a “Strong Buy" however, ratings at the higher end of that range would 

indicate something that we deem as quite extraordinary..... an "Extreme Buy" if you will.  You will not see a lot of these. 

General Disclaimer:  

 

Trickle Research LLC produces and publishes independent research, due diligence and analysis for the benefit of its investor base. Our 

publications are for information purposes only. Readers should review all available information on any company mentioned in our 

reports or updates, including, but not limited to, the company’s annual report, quarterly report, press releases, as well as other regulatory 

filings. Trickle Research is not registered as a securities broker-dealer or an investment advisor either with the U.S. Securities and 

Exchange Commission or with any state securities regulatory authority. Readers should consult with their own independent tax, 

business and financial advisors with respect to any reported company. Trickle Research and/or its officers, investors and employees, 

and/or members of their families may have long/short positions in the securities mentioned in our research and analysis and may make 

purchases and/or sales for their own account of those securities.  David Lavigne does not hold a position in Social Reality, Inc.  

 

Trickle Research has not been compensated directly by Social Reality Inc. (“SRAX”) for the publication of this report nor has SRAX 

compensated Trickle Research for any other services associated with this research report.  

 

Trickle Research has an exclusive content distribution agreement with Stock Market Manager (“SMM”) whereby SMM pays Trickle 

Research a fee for any Trickle labeled content displayed, hosted or distributed on its site: www.SMM.Global.  Per that agreement, 

SMM.Global may charge issuers such as Social Reality Inc. to host and distribute research licensed from Trickle. Issuers may choose 

to pay SMM for the licensing, hosting and distribution of Trickle Research.  They are under no obligation to do so. SMM has licensed 

this research from Trickle, and SMM has an agreement with SRAX for hosting or distribution of this report.  

         

Reproduction of any portion of Trickle Research’s reports, updates or other publications without written permission of Trickle 

Research is prohibited.   

 

All rights reserved.   

 

Portions of this publication excerpted from company filings or other sources are noted in italics and referenced throughout the report. 
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