
Back in mid-July,
I introduced Di-
gest readers to
L i n g o  M e d i a

Corp. (LM-TSX/VEN,
$0.38),  a Toronto-based
small cap that seeks to
teach English to people
who don’t speak the
language.

The company, you
may recall,  started  as a publisher
of textbooks for conventional
classroom use — something that
provided a steady, if unspectacu-
lar, revenue stream.

But Lingo was hardly  content
with the status quo. So, like many
other companies that wanted to
move forward, it reached out to
embrace digital technology.

Nonetheless, Lingo’s transfor-
mation  into an education tech-
nology  outfit hasn’t been without
its challenges.

The development of a digital
library, as well as the creation of a
functioning platform to access
specialized teaching units, proved
both complicated and lengthy —
so much so that it took the com-
pany  more than two years to
come up with a saleable version.

Indeed, the process saw the
company  buy  three financially
troubled software makers, al-
though it got them at a good price.

But after  a  time-consuming
corporate reorganization, along
with the creation of an online
business unit, it now appears as if
Lingo is ready for prime time.

Put another way, the compa-
ny is  focusing on providing En-
glish-language learning through
its suite of EdTech  products.

And Lingo’s product suite is
big, containing more than 2,000
hours of on-line training materials.

But what makes the compa-
ny’s programs unique is its cus-
tomized approach.

Simply stated, Lingo has de-

veloped specialized mod-
ules to meet the needs of
every type  of student,
from preschool through
to adults. Moreover, to
win new business, the
company works closely
with clients, customizing
learning products to
meet their needs.

The approach  makes
sense. For example, the language
skills  needed by an engineer,  or
air traffic controller are likely to be
radically different from those
needed by students in a classroom.

As noted in my July piece,
there’s a big market worldwide for
people who want to learn English
— a market now estimated at
more than   $56 billion.

In fact,  by 2016, outlays  on
digital English-language learning
products alone will account for
$2.5 billion of the $56 billion, says
Chicago-based GSV Advisors
which specializes in financings
for the education industry.

But providing a   way to learn
English is only part of the story.
To be successful, Lingo  needs to
gain industry recognition and, of
course, to start making sales.

Yet, it may have already   start-
ed to do so in some emerging
markets — a process that should
start building momentum, as well
as earnings traction.

In July, for instance, the com-
pany inked  two separate deals in
Mexico, a country with a large
population that’s eager to start
learning English.

Lingo followed this up in Au-
gust with a contract to help teach
English to the Peruvian Navy.

And, at the end of that month,
the company signed  a language-
training contract with a munici-
pal government in Colombia.

In bagging new business south
of the Rio Grande, Lingo is making
good on its strategy of  focusing on

Central and South America.
Doing so only makes sense,

given the region’s exploding pop-
ulation — now more than 600
million people — and an educa-
tional system that lags that of the
rest of the developed world.

Indeed, Mexico, Peru, Colom-
bia and Chile  alone are home to
206 million people. They also
boast a  gross domestic product of
$3.4 trillion.

Not only do all four countries
share a common language,
Spanish,  but they’re roughly uni-
form in  their education systems
— all of which bodes well for the
company.

In addition, Lingo has snagged
the support of government agen-
cies in these four countries, al-
though such bodies tend to move
slowly,  preferring to examine a
contract thoroughly before sign-
ing on the dotted line.

Still, the company’s success in
winning  the support of these
agencies will redound to its cred-
it among investors,  underlying its
status as a serious player.

Moreover, to win similar busi-
ness in other countries, Lingo
hopes to leverage this success.

There are many deals in the
company’s pipeline that could
create impressive revenue growth
as the work Lingo has done in pre-
vious quarters begins to pay off.

In the meantime, the compa-
ny is bringing in the cash, having
logged just under $1.8 million in
revenue for the second quarter —
double that of the previous year.

More important, Lingo starred
on the bottom line, notching net
profit of  $979,000.

Then, too, the company is in a
high-margin business. And as its
sales rollout continues, Lingo’s
potential for earnings growth will
start to speed up.

Although the company logged
net income of $0.04 a share, it’s

capable of  doubling, or even
tripling that for all of 2015.

In the interim, Lingo’s legacy
business, its publishing operation,
continue to function smoothly,
thanks to a contract with the Chi-
nese government.

For starters, this provides the
company with stable, recurring
sales of roughly $1.5 million a year.

And given the low sales cost —
estimated to be less than $200,000
a year — the publishing arm con-
tributes a steady cash flow.

Moreover, with about five-
and- a-half years left in the con-
tract, this  income stream will
continue to pad Lingo’s top and
bottom line for a long time to
come.

In sum, the company, thanks
to its growth plan, has become an
outfit to watch in the educational
technology space.

Moreover, because Lingo’s
peers trade at a high earnings
multiple, its shares, by compari-
son, are likely undervalued.

In fact, if the company can
bag more business, while main-
taining its high margins, its shares
could easily trade above $1 just to
catch up with its peers — and
they could do so  over the next few
quarters.

Considering Lingo’s tiny mar-
ket cap, now roughly $12 million,
there’s plenty of room for upside.
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