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Investment Thesis and Valuation: Hold With $10.00 Price Target 

We rate Hold the shares of EVC. Despite  
1) a digital advertising business posting impressive growth on the back of onboarding a large, new customer,  
2) modest pro forma net debt leverage of EBITDA over the course of a 2-year political ad cycle,   
3) potential monetization from future spectrum auctions (as in 2017), and 
4) secular growth of political advertising revenue,  
EVC shares nevertheless face  
5) rising risk of digital business volatility, as its dependence on the competitive DSP market increases,  
6) audience declines at its U.S. broadcast businesses, and  
7) dependence on and potentially increasing competition with its primary network programming supplier TelevisaUnivision, whose 
network affiliation agreement expires at the end of 2026.  
Our valuation supports stock price performance over the next 12 months consistent with a Hold rating. 
 
Our 12-month price target is a weighted average of projected equity valuations using a discounted cash flow (DCF) analysis at year-
end 2026 and 2027, plus an estimated value for spectrum assets the sale of which would be immaterial to continuing EVC’s 
broadcast operations. See Fig. 15. Our PT assumes a base case forecast with 2026/27 adjusted EBITDA pro forma for asset sales of 
$154m/$134m, and $85m for spectrum asset value, resulting in a target valuation of $10.00 per share. In structuring our DCF, first we 
adjust the current net debt for the value of any estimated payments remaining on the acquisitions (e.g., earnouts) and noncontrolling 
interest. Second, we adjust the current net debt by the estimated free cash flow after dividends to be generated by each valuation 
date. Third, we include in the forecast return any dividends projected through the year-end valuation dates. Finally, we value EVC both 
using a weighted average cost of capital (WACC) reflecting its own stock price trading and using separate WACCs for its broadcast and 
digital media businesses based on sector comparables, applied to separate free cash flow forecasts for each of these businesses. The 
results of these two methods, plus the estimated spectrum value, set the range for our base case valuation. Note that in our DCF, for 
our terminal value estimates, we assume that capex equals D&A, which results in a substantially higher capex estimate than in our 
financial statement forecasts because capex should be similar to D&A for a terminal value forecast, to support the need for an asset 
base in perpetuity. 
 
Risks to our investment thesis include: 1) sensitivity of EVC’s advertising-based businesses to customer concentration and 
macroeconomic flux, and 2) the impact of the 2023 change in voting control on the company’s strategy and pursuit of potential longer-
term options, including capital allocation and sale of all or a portion of the company. 
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Figure 1: EVC Investment Thesis, Metrics and Valuation Summary  

 

Source: Yahoo Finance, NASDAQ, company data and Industry Capital Research estimates 
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More on Our Outlook and Valuation 

Figure 2: We raise our 2026/2027 estimates, as AT&S beat shifts EVC to a larger scale of revenue and EBITDA 

 

Our 2026 adjusted EBITDA estimate rises to $154m from $56m, driven entirely by higher AT&S OCF. See Fig. 2 and 3. At the Media 

segment, we continue to estimate $32m in political advertising revenue, while we increase our estimate of retransmission revenue 

to ~$29m from ~$25m (similar to $29m in 2025), reflecting 1Q’s higher-than-expected retrans revenue, and ~$5m in spectrum usage 

revenue (versus $6m in 2025). We assume that the surge in political advertising will leave core broadcast advertising down 14% for 
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2026, as regular commercial advertisers are displaced. See Fig. 9. We assume that Media OCF margin expands to 11.9% from 2.7% in 

2025, reflecting the impact of cost cuts and high-margin political advertising.  

Figure 3: Our 2026/27 revenue and OCF estimates increase substantially for the AT&S segment, while being fine-tuned for the Media segment 

 

At the AT&S segment, we assume that the impact of onboarding Smadex’s large new customer continues, driving outsized year 

over year revenue and OCF increases in 2026, before normalizing in 2027. See Fig. 5, 6, 10 and 14. Reflecting the revenue step-up 

from this customer, we raise our 2026 AT&S OCF margin estimate to 20.9% from 13.6%, a big expansion from 12.9% in 2025. See Fig. 

3.  
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Figure 4: 1Q was a blow-out, and we hike our 2Q estimates on expectations of a continuing surge from AT&S’s new customer 

 

Figure 5: We now assume that AT&S revenue growth peaked in 1Q26 

  

Source: Industry Capital Research estimates and company data 
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Figure 6: We continue to assume that AT&S margins expand meaningfully throughout 2026 with onboarding of large new customer 

 

Source: Industry Capital Research estimates and company data 

The catalyst to EVC’s business and stock from the tremendous growth from AT&S’s new client is surpassing those we have seen in 

the past from the U.S. election and macro cycles. Nevertheless, we briefly run through the outlook for cyclic trends.   

• Relative to the time of our last EVC forecast at the end of April, macro and political ad trends have marginally improved. The 2026 real 
GDP growth forecast in the Wall Street Journal survey of economists was 2.1% in July, vs. 2.0% in the April survey. Despite the U.S.-Iran 
war, the WSJ survey raised its 2026 PCE growth forecast to 3.2% in July from 2.9% in April.  
 

• We still assume political advertising will be similar in 2026 to the 2022 level of $32m, with upside more likely than downside. This 
continues to track to be a strong political advertising year, given the prospects for the Democrats to take control of the House and even 
the Senate, and the emergence of the U.S. Hispanic vote—which shifted perceptibly toward the Republicans in 2024—as an important 
potential swing factor. On the 1Q conference call, management did not seem to change its tone much, saying that EVC was positioning 
itself for a strong political spending environment in 2026. The Texas U.S. Senate race is shaping up to be a major national contest with 
well-funded candidates, now that the Republicans have nominated Ken Paxton—rather than Republican incumbent John Cornyn—to face 
James Talarico, the Democrat nominee. In addition, the race between Republican Monica De La Cruz and Democrat Bobby Pulido in 
Texas’ 15th Congressional District is likely to result in materially more political ad spending in 2026 than in 2024. Another, more general 
positive is that campaigns may often spend on Hispanic media as if a race were a toss-up, even if is not rated as such, in particular to 
drive turnout among a demographic that has had more fluid recent voting patterns (e.g., in the New Jersey and Virginia governors’ races 
in 2024). 
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Figure 7: After AT&S beat and Media segment miss in 1Q, for 2Q we raise our AT&S estimates while fine-tuning Media  

 

We summarize our long-term forecast assumptions in Fig. 8. For the Media segment, we assume that EVC completes its plan to 

renew its TelevisaUnivision affiliation agreement that expires at the end of the year, affecting retransmission revenue.  

Given the impact of the political advertising cycle, we track Media segment revenue and OCF margins separately by odd years and 

even years. 

• Media revenue growth sequence by odd year is now -20% for 2025, -18% for 2027, -19% for 2029, and -20% for 2031. 

• Broadcast ad core growth sequence by odd year is now -5% for 2025, -1% for 2027, 0% for 2029, and 7% for 2031. 

• Media OCF margin sequence by odd year is now 3% for 2025, 5% for 2027, 4% for 2029, and 4% for 2031, a reset down 

from 20s-30s in 2023 and prior. 
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• Media revenue growth sequence by even year is now 13% for 2024, 12% for 2026, 11% for 2028 and 11% for 2030. 

• Broadcast ad core growth sequence by even year is now -13% for 2024, -14% for 2026, -20% for 2028, and -27% for 2030. 

• Media OCF margin sequence by even year is now 8% for 2026, 10% for 2028, and 10% for 2030, a reset down from 20s-30s 

in 2024 and prior. 

For the AT&S segment, we assume that AT&S OCF margins peak in 2026 at 20.9%. We assume these margins then compress 

~450bps in the out years to reflect the negotiating leverage of a concentrated customer base amid the high competition in the DSP 

space.  

Assessing the impact on EVC’s valuation from its large new customer requires some sleuthing and assumptions. In its 1Q26 10-Q, 

EVC updated that its largest ad customer accounted for 36% of total EVC revenue in the quarter; this was up from this customer’s 

accounting for 9% of total EVC revenue in 2025. We now estimate this new business at close to $500m in annualized spending, 

which started to kick in during 3Q25 . The 2025 10-K disclosure suggests that Smadex’s big new customer is a mobile gaming 

company, likely in the strategy games space, possibly Hong Kong-based IGG. Adwake’s Offerwall initiative discussed in the 10-K and 

EVC’s Playback Rewards acquisition announced with 4Q25 results also lend support to EVC’s new customer’s being a mobile strategy 

game company. 

The AT&S segment has now become EVC’s economic driver, and we forecast that AT&S will account for roughly 90% of EVC’s 2026 

OCF. Mobile gaming user acquisition ad campaigns of a single new customer are likely the driver of AT&S’s growth acceleration since 

3Q25. These campaigns often begin when a new game launches globally or an existing game enters a major growth phase. 

1Q26 results increase the odds we place on IGG’s being AT&S’s big new customer, to roughly 50%. The large revenue and margin 

increases fit the profile of a new strategy game advertiser like IGG more than a new casual game advertiser. Strategy game 

advertisers can run high-value performance campaigns at favorable economics despite high margins for their DSP partners. IGG’s 

game rollouts match well with the timing of the AT&S revenue lift. IGG launched a new strategy/simulation title, “Fate War,” globally 

in August 2025. By year-end 2025, “Fate War” had reached HK$30 million monthly gross billings, with 4.7m registered users and 

1.2m MAUs. Moreover, IGG’s “Doomsday: Last Survivors” reached record monthly gross billings of HK$130m by year-end 2025, with 

management saying its strong performance was expected to continue. EVC may have captured a large budget tied especially to 

“Fate War,” while also participating in other IGG campaigns. 

We would add that FunPlus is another candidate for EVC’s new customer, although less likely in our opinion. FunPlus runs large 

global user acquisition campaigns, which can scale aggressively during expansion phases. FunPlus disclosed a number of game 

launches in 2025, including new 4X strategy titles “DC: Dark Legion” and “Foundation: Galactic Frontier.”  

IGG in particular is known for large user acquisition ad campaigns run through external DSPs like Smadex. Smadex’s performance 

in Android markets may have made it more attractive to a Chinese strategy game publisher. The higher lifetime value of users can 

justify the economics of large ad budgets for user acquisition by such game companies. The spending on Smadex could have been 

associated with either a new game launch, a global scale phase for an existing game, or both. For example, during 2H25, IGG was 

heavily scaling global marketing for “Doomsday: Last Survivors.” User acquisition campaigns typically scale aggressively for 12-24 

months. 
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Figure 8: DCF-based valuation range for base case rises after changes to forecast and capital market inputs 

 

AT&S’s growth likely represents in large part a share shift from DSP competitors. EVC’s filings disclose that its business depends on 
“one recently-acquired customer,” which supports the view that the spending was a shift another ad platform. Based on public 
filings, we conjecture that Moloco and Unity/ironSource could be key competitors which lost share to EVC. IGG is the kind of Hong 
Kong-based strategy-game publisher that would actively rotate budget among Unity/ironSource, AppLovin, Liftoff, Moloco, and 
smaller DSPs. 
 
A number of factors could have contributed to Smadex’s winning big mobile gaming accounts from competitors.  Its pitch has 
emphasized strong performance in Android markets, good machine-learning optimization, and relatively low take rates. 
 
EVC’s new customer, whether it is IGG or not, suggests a big competitive win for Smadex’s technology and service, but also the 
risk of a large reduction or outright loss of this spending, such as from the campaign’s running its course or a competitor’s 
regaining some or all of the business in the highly competitive DSP sector. DSPs compete for the business of mobile game 
companies on factors such as global scale, algorithmic optimization, and continuous bid adjustments; for their part, game publishers 
optimize for cost per install, player lifetime value and targeting performance. Even over the next year or so, there is probably as 
much chance of the spending with EVC declining sharply or shifting in part to a competitor as the spending maintaining the levels 
that Smadex has seen during onboarding. The new spending with EVC may depend heavily on one game title’s growth phase rather 
than a permanent marketing commitment. Moreover, the spending with Smadex could well have resulted from shifting budgets 
from another DSP like Moloco or Liftoff, or perhaps a whale like AppLovin, all of which remain competitors for that spending.  
 
One risk is that, as a category, mobile gaming advertisers have volatile demand. User acquisition budgets in particular are 
notoriously volatile, and often collapse when app monetization weakens, platform policies change, and/or venture capital funding 
declines. Gaming advertisers are sophisticated, allocating budgets by algorithm, which can result in big shifts among competing 
options over time periods measured in months, not quarters. Thus, if Smadex won budgets from a competitor like Unity/ironSource, 
this budget could just as easily be reallocated again to another competitor. The mobile gaming ad-tech industry has a number of 
examples of platforms that rapidly gained scale, and then plateaued or declined, such as Chartboost, Vungle, Tapjoy, Fyber, and 
ironSource. 
 
If IGG is EVC’s big fish, this cuts both ways. On the positive side, IGG has a gaming portfolio that can support the huge ad budgets 
that EVC has been winning the past couple of quarters. On the negative side, IGG is known to frequently move spending among 
vendors. 
 
A large decline in spending at AT&S would not necessarily indicate any particular competitive failing, as much as the general lack 
of strong competitive moats in a competitive DSP industry. As a smaller insurgent player, EVC faces, as the company itself notes in 
its own SEC filings, a number of larger competitors in programmatic mobile advertising, such as AppLovin, Unity, Moloco and Liftoff 
Mobile. Moreover, these competitors often own both demand-side and supply-side platforms and can prioritize their own demand. 
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Conceptually, we consider three scenarios for the AT&S business: base, bull, and bear. The base case used in our financial forecasts 
assumes strong but normalizing retention of gaming spend, with AT&S benefiting from one or more large game-launch/user 
acquisition cycles. The increased spending effectively makes EVC a strong independent gaming DSP. We put slightly less than 50% 
probability on this scenario.  
 
The bull case assumes that Smadex becomes a preferred scaled DSP and retains or even grows wallet share. In this scenario, 
Smadex becomes a preferred DSP with structurally higher margins, broadening its relationships once the launch-cycle economics 
from its current large new customer normalizes. Smadex would effectively become a top-tier gaming DSP, embedded in the user 
acquisition workflow of large gaming companies. AT&S revenue growth would remain elevated through 2027 because Smadex 
would no longer be dependent on a single campaign cycle but become a preferred DSP for a broader set of mobile gaming 
advertisers. We see this scenario as less likely, with a roughly 25% chance, given that DSP markets are highly competitive and large 
mobile advertisers intentionally diversify among their suppliers.  
 
The bear case assumes that AT&S sees a major reduction in spend from its large new customer. There is precedent for this from 
IGG itself, which cut its marketing expense in 2024 after prior games matured and gained traction. This scenario assumes not 
necessarily that IGG disappears as a customer, but that its budgets with EVC normalize, especially as its recent game launches 
mature. We see this scenario as at least as likely as the bull case, with perhaps a 30% chance, given the volatility of user acquisition 
budgets, the low costs of switching among DSPs, and the natural cycle of marketing spending for games as they mature.  
 
We conducted scenario analyses using our DCF model, and see a wide range of potential valuations, depending on the ultimate 
scale of the spending from the new AT&S customer, the sustainability of this business, and the risk of loss of most or all of this 
spending for any number of reasons, including changing customer priorities as well as loss of share to competitors.  We looked at 
1) a bull case where Smadex becomes a preferred scaled DSP, resulting in strong AT&S revenue growth continuing into 2027 with 
minimal margin compression, and 2) a bear case where Smadex’s big new customer rolls off after about a year, largely reversing the 
estimated AT&S revenue and margin step-up seen starting in 3Q25. We assume a probability for our base case of close to 50%, with 
the bear case being slightly more probable than the bull case. Relative to our base case, the valuation upside in our bull case would 
be roughly $3.50 per share, less than the roughly $6 per share downside in our bear case. 
 
Our base case scenario forecast assumes modest AT&S growth in 2027, with lower margins than in 2026 as high return-on-ad-
spend opportunities become more scarce. For 2026, this scenario assumes revenue growth and OCF margins for AT&S of ~195% 
and ~21% in 2Q26, ~180% and ~21% in 3Q26, and ~130% and ~20% in 4Q26. To put the impact into context, we estimate that the 
new customer contributes close to $500m in revenue in 2026 at an OCF margin of over 25%. We believe that such an annualized 
revenue contribution tied directly or indirectly to a single gaming advertiser is large but still plausible in the context of global mobile-
game user acquisition economics. The high margins reflect improved AI/ML optimization with greater, global scale, and the higher 
profitability of gaming user acquisition campaigns as a category given the favorable economics of new users to these advertisers, 
especially in the launch phase of strategy games. The moderation in metrics during 2026 reflects increasingly difficult comps, 
moderation of launch-phase economics, increasing competitive pressure from other DSPs, and potentially some budget 
diversification by AT&S’s large customer.  
  
Our bull case scenario forecast assumes strong AT&S growth in 2027, ~25%, with margins slightly lower than in 2026, ~19%. Such 
high margins would still be consistent with public filings of DSP competitor Liftoff, for example. For 2026, this scenario assumes 
revenue growth and OCF margins for AT&S of ~220% and ~22% in 2Q26, ~180% and ~21% in 3Q26, and ~130% and ~20% in 4Q26. 
Key 2027 drivers in the bull case could be one or more of the launch of additional major titles by AT&S’s key customer, Smadex’s 
ability to retain or even increase wallet share, and EVC’s winning additional gaming publishers as customers. In contrast to the base 
case, the bull case metrics moderate only slightly during 2026. The core rationale is that AT&S will still benefit from high-value 
gaming user acquisition campaigns, optimization leverage, and scale efficiencies. Even in this scenario, however, we assume that 
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launch-phase economics moderate, competitive DSP pressures increase, and some diversification of budget by AT&S’s main 
customer.  
  
Our bear case scenario forecast assumes that AT&S revenue declines in 2027, by ~6%, with OCF margins similar to what they were 
in 2025, ~14%. As this scenario assumes substantial roll-off of spending from the new customer, for 2026, we forecast revenue 
growth and OCF margins for AT&S of ~195% and ~21% in 2Q26, ~74% and ~15% in 3Q26, and ~17% and ~7% in 4Q26.  
 
Our final assessment of the impact of the AT&S transformation is how it increases the business risk, and thus beta, for EVC’s DCF 
valuation. EVC’s story now hinges heavily on a concentrated, internationally exposed ad-tech customer base, which is a materially 
riskier business model than the legacy, U.S. TV-centric media business it is largely replacing. We have updated our beta estimate to 
incorporate the roughly six months of trading since EVC first announced its surge in AT&S revenue and OCF. EVC’s trading data 
indicates that its equity beta has increased materially since disclosure of its large new AT&S client last fall. Whether using daily or 
weekly data, EVC’s beta over the past 12 months was close to 2.0. That is substantially higher than the beta estimates using the past 
two years of trading, ~0.7 with weekly data and ~1.1 with daily data. This strongly suggests that the higher volatility of EVC’s stock 
price reflects a changed market assessment of the risk in its underlying business. As a result, the beta estimate that we use in our 
WACC for our valuation of EVC as a firm has increased to ~1.5 from ~0.4 previously.  
 
In Fig. 8, we include updates for interest rates and equity risk premium used in our discount rates. Over the past quarter, interest 

rates have increased while the equity risk premium has decreased, resulting in minimal net impact from these capital market 

updates on our valuation. 
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Figure 9: Media Segment revenue drivers 

 

Source: Industry Capital Research estimates and company data 
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Figure 10: Advertising Technology & Services Segment estimates 

 

Source: Industry Capital Research estimates and company data 
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Figure 11: Financial statement forecasts supporting our valuation 

 

Source: Industry Capital Research estimates and company data 
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Figure 12: Financial statement forecasts supporting our valuation (cont.) 

 

Source: Industry Capital Research estimates and company data 
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Figure 13: Financial statement forecasts supporting our valuation (cont.) 

 

Source: Industry Capital Research estimates and company data 
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Figure 14: Financial statement forecasts supporting our valuation (cont.) 

 

Source: Industry Capital Research estimates and company data 
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Figure 15: DCF base case analysis supports our $10 price target  

 

Source: Industry Capital Research estimates and company data 
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foregoing, the author will not cause to be executed: 1) when said recommendation is BUY, any order that would reduce or liquidate 

a long position or initiate or increase a short position in said security, 2) when said recommendation is HOLD, any order that would 

initiate or liquidate any long or short position in said security, or 3) when said recommendation is SELL, any order that would 
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Opinions, estimates and projections in this report constitute the current judgment of the author as of the date of this report. They 

do not necessarily reflect the opinions of Industry Capital Research and are subject to change without notice. Industry Capital 

Research has no obligation to update, modify or amend this report or to otherwise notify a reader thereof in the event that any 
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inaccurate, except if research on the subject Company is withdrawn. 
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Investors should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, 
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independent judgment. No judgment is hereby expressed or should be implied as to the suitability of any security described herein 

for any specific investor or any specific investment portfolio.

                                                                                                                                                                                                                                                                   

Prices and availability of financial instruments are subject to change without notice. If a financial instrument is denominated in a 

currency other than an investor’s currency, a change in exchange rates may adversely affect the price or value of, or the income 

derived from, the financial instrument, and such an investor effectively assumes currency risk. In addition, income from an 

investment may fluctuate and the price or value of financial instruments described in this report, either directly or indirectly, may 

rise or fall. Past performance is not necessarily indicative of future results, and a loss of capital may occur.
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