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We just initiated our coverage of COMS about 1 month ago, and frankly it probably would have made some sense 

to wait for the release of these numbers, However, our coverage encompasses a long term view of the Company 

and as such is not predicated on the outcome of this particular quarter (or even the balance of fiscal 2021 for that 

matter).  

The above said, we were pleased with the results in the context of our projections, so we will cover that minutia 

briefly.  

For 2Q-F21 COMS reported revenues of $3.61 million versus our estimate of $4.17 million.  Actual revenues 

were nearly 75% higher than the prior quarter, so the bump was notable. The Company reported an operating loss 

of $10.38 million versus our estimate of $9.43 million, so operating expenses were a bit higher than we 

anticipated, but, given where we believe revenues are headed, getting the  levels of  relative associated expenses 

right is going to be a fluid process.  That said, we have some aggressive projections for the coming quarters, and 

our interpretation of the earnings call suggests to us that the Company is comfortable with our revenue projections 

for the second half of F-21, which amounts to about $50 million versus the first half actual numbers of 

approximately $5.7 million.  To be clear, we understand why some may be skeptical about that extraordinary level 

of growth, but at least for now, the Company appears to believe the pipeline supports the view.              

More specifically,  as we noted in the initial coverage, we think the Company’s drone business is robust, which 

we think is primarily (but not completely) driven by demand from government agencies, which makes sense to 

us given the state of affairs at our borders and in other places around the world. However, in addition, the Company 

also addressed demand for its Fastback radios and that discussion dovetailed with an announcement the Company 

made on 8.16.21 regarding the same. That announcement noted: 

“…increased production capacity at its U.S.-based contract manufacturing partner, it is 

resuming volume shipments of its Fastback Networks radio products under its multi-year Master 

Vendor Agreement (MVA) with a Tier 1 U.S. Mobile Network Operator. 

Fastback has begun fulfillment of open orders valued at more than $8.7 million under the multi-

year MVA after resolving initial delays caused by global component shortages, post-production 

testing capacity, as well as the lingering impact of COVID-19 on operations and supply chains. 

With its current component inventory and production capacity, COMSovereign believes that it 

will fulfill these initial orders throughout the third and fourth quarters of 2021. Based upon 

rapidly increasing production capacity, and the availability of necessary components, the 

Company expects the ability to meet Fastback radio order volumes of approximately $40 million 

from customers over the next 8 to 10 months…”.      

Succinctly, if they deliver against this order around the time frame they are suggesting here, and the drone business 

performs close to where we think it can, the Company will likely meet or exceed our expectations.  One would 

think that sort of business trajectory would be constructive for the stock price, but regardless of how the stock 

reacts, we would view that sort of trajectory as a highly positive fundamental achievement, and one that fits with 

our thesis that COMS may have a meaningful opportunity in the continued 4G and emerging 5G  space(s).  

The above noted, there are still some challenges here that may “keep us up at night” and at least two of those 

issues were appropriately raised on the call. The first of those  is the continued tightness in supply chains across 

the globe (which could most certainly impact the Company’s ability to fulfill orders) and the second is the 

Company’s requirements for additional capital to fund the ramp of the business through positive cash flow.  

Obviously, one of those is a more macro risk that many companies are experiencing,  while the other is a bit more 

micro in nature.  In either case, we submit, these are clear risks in the deal that we think they will be able to 

overcome but will remain topical until they are addressed.  
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To summarize, the 2Q results and associated discussions were in line with our expectation, so our investment 

thesis and enthusiasm for the Company remains intact. In addition, the Company alluded to a recent “IP audit” 

they conducted, which verified 176 patents (142, granted, 32 pending and 2 provisional).  To be clear, certainly 

part of our positive view of COMS is built on the notion that the proliferation of 5G will require considerably 

more new and innovative technology to reach anything close to its potential.  We believe, for a variety of reasons 

we laid out in the initial coverage, that domestic companies that can provide that innovation will possess some 

comparative advantages in terms of providing it. Our view is that COMS fits that mold, and while certainly not 

definitive, we think their considerable IP position may speak to that comparative advantage.  

We reiterate our 12-24 month price target of $9.00 as well as our initial allocation of 4, and we will look to 

emerging data points (and presumably improving results) to support that view.  That noted, if it is not clear, we 

view the stock under $2.00 as particularly attractive.                   
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Projected Operating Model 
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General Disclaimer:  

Trickle Research LLC produces and publishes independent research, due diligence and analysis for the benefit of its subscriber 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 

COMSovereign.  

Trickle Research has not been compensated directly by COMSovereign for the publication of this report nor has COMSovereign 

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

Trickle Research co-sponsors two microcap conferences each year. Trickle Research encourages its coverage companies to present 

at those conferences and Trickle charges them a fee to do so. Companies are under no obligation to present at these conferences.  

COMSovereign has paid fees to present at conferences co-hosted by Trickle Research. 

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. 

 

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 my performance purposes, 1 "investment unit" equals $250) and 10 representing 10 investment units or $2,500.  

Obviously, a rating of 10 would suggest that I 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 add to positions 

around allocation upgrades. 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 attached to more traditional 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. 


