
 
 

 

 
 

 

LimeLight Networks Research (7/25/19) 

 
Description: Limelight Networks, Inc. provides content delivery and related services and 
solutions in the Americas, Europe, the Middle East, Africa, and the Asia Pacific. The 
company offers services and solutions for businesses to deliver their digital content across 
Internet, mobile, social, and other digital initiatives. Limelight Networks, Inc. was founded 
in 2001 and is headquartered in Tempe, Arizona. 
 
 
Ticker: LLNW 
Price: $2.40 
Market Cap: $271M 
Performance: +2.6% YTD 
 
 
Analysis 
 
CUBE had a majority of LLNW’s research complete but decided to hold off issuing it to 
include the latest quarter’s numbers. What I was afraid was going to happen, happened. 
The company announced they were not going to meet their aggressive FY19 guidance and 
this will be discussed shortly.  
 
LLNW is in a very interesting industry and one that CUBE is a fan of. At its core, Limelight is 
a Content Delivery Network (CDN) service provider that enables organizations to deliver 
faster websites, more responsive applications, the highest quality video, and consistent 
game and software downloads to any device.  
 
Let’s dive into this industry a bit: 
 
The global Content Delivery Network Market size is projected to grow from $12.4B in 2019 
to $22.1B by 2024, at a CAGR of 27.30% during 2019–2024.  
 
 
 



 
 

 
 
 
In addition, the total world population using the internet stands at only 56.3%, which is 
responsible for the growing online content. Sometimes we get caught up in our own little 
world here in the States, but this just signals how much potential still remains for the CDN 
market and overall internet as a little less than half of the world’s population still isn’t on 
the web. As a result of oncoming demand, Cisco believes the amount of exabytes (a unit of 
information equal to one quintillion bytes, or one billion gigabytes) per month used 
globally will skyrocket from 29 to 77. In other words, by 2022 Cisco expects the world to 
use 77B gigabytes per month or 77,000,000,000,000,000,000 bytes per month. 
 

 



 
 

What’s the point of bringing all this up? Individuals and companies of all sizes will not want 
but rather require that their experience on the web from both a user and host will be 
pleasant. Companies in the CDN space like LimeLight, Akamai, Fastly, Cloudflare, and many 
others are built on ensuring that users have a seamless experience by providing the 
following solutions: 
 

1. Improving website load times - By distributing content closer to website visitors by 
using a nearby CDN server (among other optimizations), visitors experience faster 
page loading times. 

2. Reducing bandwidth costs - Bandwidth consumption costs for website hosting is a 
primary expense for websites. Through caching and other optimizations, CDNs are 
able to reduce the amount of data an origin server must provide, thus reducing 
hosting costs for website owners. 

3. Increasing content availability and redundancy - Large amounts of traffic or 
hardware failures can interrupt normal website function. Thanks to their 
distributed nature, a CDN can handle more traffic and withstand hardware failure 
better than many origin servers. 

4. Improving website security - A CDN may improve security by providing DDoS 
mitigation, improvements to security certificates, and other optimizations. 

5. Optimal streaming capabilities – As the global economy moves towards cord cutting, 
CDN’s make streaming much better and this entails video on demand, gaming, 
music, etc. 

 
 
With this in mind, let’s now dive into Limelight and how they are performing. 
 

 
 
Over the last 5 years, and really since the company went public, things haven’t been going 
too well for the company. Management has an act of setting targets they simply can’t beat 
let alone match and it causes a huge trust issue for investors. The most recent case was just 
in the quarter they reported last week.  
 



 
 

For example, on their Q1 call back in April, LLNW reported Q1 Non-GAAP EPS of -$0.04 
missing estimates by $0.04 on revenue of $43.28M (-16.9% Y/Y) missing by $1.59M. The 
company reported a 17% drop in rev Y/Y and shares cratered. This isn’t because they just 
missed on top and bottom it’s also because in Q4, CEO Robert Lento said: 
 
“Traffic volumes continue to grow at healthy rates, and customer satisfaction, as measured 
by Net Promoter Score, remains strong. We expect sequential growth each quarter in 2019, 
and stronger growth rates than 2018. Revenues from our initiatives in Edge computing and 
Realtime Streaming, and from our partnership with Ericsson, should meaningfully 
contribute to overall growth. At the same time, we continue to invest in geographic 
expansion, with an emphasis on Latin America. Revenue from China, India and Brazil 
should grow at significantly higher rates than the corporate average. While our 2019 
guidance is ambitious, we’re entering the year with significant momentum, and the 
preparatory work underpinning our continued growth is well underway.” 
 
In Q4, the company posted $44M in revenue so right off the bat the CEO did not hold to his 
word and missed the sequential growth Q/Q and the “continued growth is well underway” 
is far from the truth. As you saw Q1 marked negative growth of -17%.  
 
How about Q2? 
 
Q2 saw Non-GAAP EPS of -$0.03 once again missing estimates by $0.01 on revenue of 
$45.9M (-8.7% Y/Y) also missing by $0.5M. Here we go again, the company missed on top 
and bottom and this “growth” that was being chanted about was down nearly 9% Y/Y. In 
this quarter they live up to the sequential growth Q/Q but it’s only up $2.8M from Q1 and 
$1.9M from Q4.  
 
To make matters even worse, if we rewind to the Q1 call this is what was posted/said: 
 
"Results were largely in line with our expectations as we invested heavily in opportunities 
that we believe will yield significant revenue in the second half of 2019. With the first 
quarter now behind us, we expect 2019 to show meaningful sequential improvement going 
forward, and our year–over-year growth rate in both percentages and actual dollars should 
be our best in many years," says CEO Robert Lento. 
 
The company also reiterated full-year guidance to revenue of $215M-$225M, non-GAAP 
EPS of $0.10-$0.20, EBITDA of $30M-$40M, and capital expenditures of $20M-$24M. 
 
And what exactly did investors get? 
 
They didn’t get the growth that was spoken about by Lento and the company slashed their 
guidance. They now expect for the full year $200M-$210M from $215M-$225M, vs. 
expectations for $207.5M and sees non-GAAP EPS near break-even vs. consensus for $0.05 
and previous guidance of $0.10-0.20 – a huge change of events. 



 
 

 
What once was going to be a year of growth now has me even concerned if it will come at 
all in 2019 as the company quoted, "We believe that the fourth quarter, in particular, will 
set us up for industry leading growth in revenue in 2020." So where does that leave us in 
Q3? Will it be more of the same? Is the company really banking on Q4 to meet the 
guidance?  
 
Halfway through the year the company has: 
 
- Revenue of around $89M 
- Non-GAAP EPS of -$0.07 
 
This means that revenues in Q3 and Q4 will have to equal $111M+ to meet the lower end of 
guidance and the company will also have to turn a $0.07 Non-GAAP EPS profit to meet 
breakeven for the year. Even with the slashed guidance this is going to be tough especially 
if Q3 is a lackluster quarter again. I say this because Q2 and Q3 are historically weaker for 
the company than Q1 and Q4. 
 
Let’s say the company does meet the guidance. How will it compare to 2018? FY18 saw 
$195.7M in revenues and Non-GAAP EPS of +$0.09. So basically the terrific growth the CEO 
was talking about at the end of 2018 for 2019 is only going to be about $4M of additional 
revenue and 9 cents less in EPS if they in fact meeting guidance.  
 
The goal here is not to bash the company but present the facts. As I always say, I put a lot of 
emphasis on management and their credibility and quite honestly, I do not like what I see 
from Lento.  
 
The company is operating in a space that should be booming and is reporting lackluster 
growth and upside-down margins. For example, in Q2:  
 

• The company swung to a net loss of $7.2M from a year-ago gain of $15.2M 
• Non-GAAP net loss was $3.5M vs. year-ago net income of $4M 
• EBITDA came in at -$2.2M vs. the prior year's $20.3M.  

 
I will add that Q2 did have a one-off settlement with Akamai but if we look at Q1 the story 
was identical. 
 
In Q1, Limelight reported: 
 

• Net loss of $8.6 million, or -$0.07 per basic share for the compared to net income of 
$0.1 million in the year prior or $0.00 in EPS 

• Non-GAAP net loss was -$5.1 million compared to non-GAAP net income of $6.2 
million 



 
 

• EBITDA was negative $4.1 million compared to positive $4.9 million for the first 
quarter of 2018 

• Adjusted EBITDA being negative -$0.6 million vs. to positive +$11.0 million for the 
first quarter of 2018. 

 
The reasoning for adding the Q1 numbers is to highlight that Q2 margins cratering was not 
a one-off event but rather a continuation from Q1. 
 
If this was standard across the industry there would be much less to worry about but it’s 
simply not. If we look at the last 10 years of this bull market we will see how they stack up 
against their peers.  
 
Note: FSLY just went public. 
 
 

 
 
 
Akamai Technologies (AKAM) is up nearly 300% over the last 5 years, Imperva (IMPV) was 
up 100% and then got bought out for $2.3B pushing their return to 132% while LLNW is 
down nearly 50%. Fastly (FSLY) just recently IPO’d and can’t be used as a worthy 
comparison but did want to include them here so you know they are a peer. 
 
 
 
 
 
 



 
 

At a $271M market cap how does LLNW look fundamentally compared to AKAM at $13.7B? 
 

 LLNW AKAM 
Forward P/S 1.3x 4.7x 
Levered Free Cash Flow 
(LTM) 

-$1.6M $487M 

Forward P/E 17.5x* 17.7x 
Growth Rate (Recent Q) -8.9% +5.7% 
Gross Margins 51.0% 65.1% 
EBITDA Margins -1.6% 27.6% 

 
* Analysts predict LLNW EPS in 2020 of $0.14 (a bit bullish if you ask CUBE) 
 
 
Overall, LLNW does look pretty cheap from a P/S perspective but that’s only because their 
margins are very weak. We find it to be no coincidence that both AKAM and LLNW trade at 
virtually identical forward P/E’s.  
 
A bright spot for LLNW is that the company is sitting on roughly $28.9M in cash and 
equivalents with only $1.3M in debt so solvency is not an issue here. 
 
Investing in LLNW is essentially trusting that management will finally live up to their word 
and apply the “underestimate and overdeliver” mindset to their business and investors.  
 
Here’s how I view LLNW going forward: 
 

1. Lento either needs to step aside and let someone more suitable run the company as 
he has been with the company since the beginning of 2013 and has been unable to 
turn in a profitable year excluding any favorable lawsuit settlements. He has 
continuously led shareholders to believe that blowout growth is around the corner 
when it simply hasn’t been and as competitors enter the space the need for flawless 
execution only grows. I’m not confident he is the one to do so and I also believe 
investors feel the same way and will have a hard time trusting anything he says. 

2. LLNW is looking like a pretty interesting takeover target at this valuation. The 
company does have solid infrastructure with some great companies on the books as 
clients and it would be a great way for even Akamai to increase their offerings and 
realize great excellent synergies and scale. Look below to see LLNW’s global private 
network and where they plan on growing their locations. 

 
 



 
 

 
 
All in all, I believe shares will float around this price range for quite sometimes as I see very 
few catalysts that will get investors excited about owning LLNW stock. The company will 
need to build up that trust with the investment community again and from the looks of it 
Q3 won’t be anything to go crazy about and now it rests on whether Lento can actually 
come through in Q4 with the breakout “leading industry growth” he has been touting since 
Q4 of 2018.  
 
If the company can show that growth is back alongside margin improvement, there is a 
solid probability shares can make their way to new highs but people will be skeptical at 
first because LLNW has been far from consistent in their execution and overall financial 
performance. Put simply, in order for shares to really start marching higher it will take a 
couple of back to back quarters to get investors confident again. 
 
 
Technical Analysis 
 
Looking at the charts, the stock bounced very well off of $2.20 as that was the lower 
Bollinger band, a fibbonaci support level, and it hit oversold on RSI and W%R.  
 
Right now, there is no doubt the stock is still in a downtrend and will be very difficult to get 
back to the $2.70s before the abysmal earnings report as there is a resistance level at $2.46 
plus the 50DMA average of $2.78 and the overall downtrend line at around $2.62.  
 
These are the levels you want to be looking out for. I think it trades in this range for quite 
some time unless something big comes out like buyout talks or a big upgrade which seems 
less likely. Personally, LLNW doesn’t check off the boxes for me and I would spend more 
time checking out FSLY or AKAM and maybe check back on LLNW in 2020. 
 



 
 

 
 

 


