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For Q1F25 (ended 09/30/24) Alliance reported revenues of $229 million, Net Income of $397,000 and fully 
diluted EPS of $.01. Those results compare to our estimates for revenues of $222.4 million, Net Income of 
<$895,000>, million and fully diluted EPS of <$.02>.  Perhaps more notably, pre-tax net income was 
<$760,000>, versus our estimate of <$1,210,000>.  In short, the Company bested our estimates again, in 
what is historically one of their two seasonally weaker quarters. As an aside, not surprisingly, the current 
quarter (ended December 31) is the strongest seasonal quarter generally representing 60%+ of all revenues. 
As we have addressed in prior updates, the Company has emerged from some pandemic-related challenges 
and with those behind them have been able to focus on advancing the business.  That has included particular 
emphasis on profitability. In that regard, given the importance of the current quarter to the business, we 
think the coming 2QF25 results (ended 12/31/24), could be telling in terms of that assessment.      
 
Briefly digging into the numbers, gross margin for the quarter was 11.15%, which was about 21 basis points 
lower than the sequential quarter comp. In terms of our estimates, when we adjusted our revenues (up) to 
meet the actual results, we overestimated gross margins by about 16 basis points.  However, the positive 
revenue surprise of roughly $6.5 million was largely spread across the 4 major legacy product lines Gaming, 
Vinyl, DVD/Blu-Ray/Ultra HD and CDs.  More specifically, DVDs and CDs performed marginally better 
than all of the other categories, and those two segments typically carry lower margins than the rest, which 
led to the modest margin compression. We continue to be surprised by the resilience of the DVD and CD 
sales.  On the other hand, we overstated revenues in Collectibles, as well as in Digital Delivery.  We have 
to admit, we are having trouble understanding the contribution/trajectory of the latter.  Regardless, 
overstating the highest margin line item (Digital Delivery) also contributed to the margin compression. All 
things considered, again, the quarter was a top line success versus our relative estimates.      
 
On the expense side, the Company realized Operating Expenses of $23.5 million. That compared favorably 
to our estimate of $26.6 million. $1.8 million of that positive difference came from Distribution and 
Fulfillment.  Given our site visit where we saw the benefits of many of their distribution and fulfillment 
upgrades, it is not surprising to us that they continue to wring efficiencies out of the process. We will 
consider that as we model things going forward. Much of the balance of the savings came from SG&A, 
which again they continue to control.  In short, collectively, operating expenses provided an additional 
positive surprise. To reiterate a notion, we have raised in prior updates, we think Alliance’s veteran 
management team remains dialed in and continues to drive improving performance. 
 
Looking ahead, as we noted above, we think the current quarter (2QF25 ended 12/31/24) may be a telling 
gauge with respect to our assessment that management has put the Company back on a path to sustainable 
profit growth.  That said, we continue to believe that will include further emphasis on profitability.  For 
instance, as our model below reflects, we are estimating that fiscal 2025 revenues to be largely flat vs. fiscal 
2024, but we are looking for eps to advance over 400% from $.09 to $.39.  Moreover, we are looking for 
about 3% revenue growth for fiscal 2026 vs. fiscal 2025, with a 16% increase in eps ($.39 to $.45).   
 
On another note, our model does not reflect any acquisitions by Alliance, but as we have noted in prior 
coverage, management has built the business by identifying, purchasing and integrating strategic pieces. 
We suspect that will continue to be an integral part of their plan.  Further, intuitively the strengthening of 
the platform including the underly financial foundation, should expand the breadth and the quality of the 
potential acquisition opportunities. To translate, while we are modeling benign organic revenue growth, we 
think growth via additional acquisition in the coming quarters remains likely. In the meantime, we think 
the addition of new industry collaborations like those they have announced over the past weeks could also 
provide upside surprises to our revenue estimates.        
 
Lastly, Alliance Founder and Executive Chairman Bruce Ogilvie recently presented at our November 11, 
2024, Trickle Microcap Conference -Fall 2024 event, at Ball Arena in Denver, Colorado.  We believe the 
content of his presentation further supports our general views of the opportunity here. A copy of that 
presentation is available under the “CONFERENCES” tab on our site. In addition, although our conferences 
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are always in-person we also provided a live stream of this particular event. The livestream of Bruce’s 
presentation can be accessed at the following link:  
 

Alliance Entertainment Holding Corp (AENT) - Fall 2024 Investor Presentation 
 
In our opinion, the results of Q1F25 continue to validate our notion that Alliance shares remain undervalued 
at current levels and to reiterate our view from the prior earnings update, we think the continued derisking 
of the balance sheet along with the expansion of operating margins further supports that view.  We would 
however also reiterate, our one concern here remains the macro environment and by extension the health 
of the consumer and their continued ability to spend on discretionary items.  All things considered, we are 
establishing a new 12-24 month price target for Alliance shares of *$6.00 and we reiterate our allocation 
of 4.  We will reassess all of our conclusions here as new information emerges.           

 

Projected Operating Model 

 

 

 

 

 

 

 

https://www.youtube.com/watch?v=b8Zsy-39R4k&list=PLRjGGqwsyMT4vJh1GoI-knxRJwgnlKF4Q&index=2
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General Disclaimer:  

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

Alliance Entertainment Holding Corporation (AENT).   

Trickle Research holds 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.  Alliance 

Entertainment Holding Corporation has paid fees to present at Trickle co-sponsored conferences, and we will encourage them to do 

so in the future.  

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 "Hold" 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.  


