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Disclosure:  Portions of this report are excerpted from Alliance Entertainment’s filings, website(s), presentations or other public 

collateral.  We have attempted to identify those excerpts by italicizing them in the text. 

 

 
For Q1F25 (ended 12/310/24) Alliance reported revenues of $394 million, Net Income of $7.1 million and 

fully diluted EPS of $.14. Those results compare to our estimates for revenues of $421 million, Net Income of 

$17.7, million and fully diluted EPS of $.35.  After beating our estimates the two prior quarters, this quarter 
came in well below our estimates. Table 1. below reflects the product mix and the corresponding differences 

in each for both the quarterly year-over-year results as well as the 2QF25 results versus our estimates of the 

same:     
 

Table 1. 

 

 
 

 

 
 

 

 

 
 

 

Looking at the table above, the shortfall for the quarter clearly came from the Gaming segment, and to a lesser 
degree, collectibles and digital delivery.  Frankly, as we have suggested before, we do not feel like we have a 

good handle on projecting Digital Delivery, but it is a small piece of the math.  Further, while collectibles 

underperformed our estimate as well, this is the Company’s newest segment, so that alone makes this a bit 
harder to project as well.  Going forward, Collectibles should get a boost from the newly acquired Handmade 

by Robots business, which we have attempted to rationalize in terms of the potential contribution going 

forward. Briefly, the other legacy segments of the business, Vinyl(s) and DVD/CD, posted extraordinary 

results. Ove the past 10 months (which is the extent of the quarterly historic segment data we have) each of 
these segments posted record results in the quarter.  We have alluded to this in the past, but our general 

approach here has been to assume shrinking contributions from CD/DVD sales, but the Company’s results 

continue to defy that notion and we are rethinking that in terms of our modeling.  That brings us back to the 
big miss for the quarter; gaming.  

 

In retrospect, the gaming industry has been contracting since the boom created by the pandemic, and Alliance’s 
relative results have followed suit:   

 

Table 2. 
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Recognize, that fact was not lost in our modeling. As Table 1 reflects, we had projected lower YoY gaming 

revenues for 2QF25 versus 2QF24 (which was effectively the 2024 holiday buying season versus the 2023 

holiday buying season). Succinctly, the magnitude of that miss was far greater than we anticipated and frankly 
was surprising and provides an element of visibility (or lack thereof) that thought we had a better handle on.  

That said, industry narrative we have read seems to suggest that while many expect the industry to perform 

better (or less badly) than it has over the past two years, the ongoing expectation is for far more moderate and 
perhaps normalized growth. Some of that narrative also notes that the industry was negatively impacted by 

some more micro industry issues (delays or timing of new platforms etc.) that may boost some of  the coming 

year-over-year comps.  The gist of all of that from our end, is that while again, our estimates for fiscal 2026 
gaming growth over fiscal 2025 were modest (about 4%), the fact that F2025 numbers will now likely be well 

below the prior estimate, have led us to adjust our new assessments for F2026 (and beyond) gaming revenues 

lower.  

  
Beyond gaming, as we alluded to above, we also made some adjustments to some of the other revenue streams 

in conjunction with new data therein. Further, since our last model update, the Company has added two new 

significant pieces of business, the acquisition of collectibles platform Handmade by Robots, and a new home 
entertainment license agreement with Paramount Pictures, making Alliance “the exclusive distributor of 

Paramount’s physical media, including DVD, Blu-ray, 4K and UHD, across the U.S. and Canada”. We expect 

each of those developments to be additive to their respective segments beyond our prior estimates.  

 
Lastly, while gaming revenues disappointed, the Company continues to drive efficiencies and drive down unit 

costs.  Despite lower aggregate revenues, Distribution and Fulfillment margins were about 35 basis points 

better than our projections. Further, SG&A came in at about $330,000 lower than our estimates as well. We 
would add, the quarter also included a non-cash charge for a change in fair value of warrants, which had an 

EPS impact of around <$.05>. We did not model that.    

 
To summarize, the quarter was disappointing overall, led by markedly lower gaming revenues offset in part 

by meaningful upside surprises in Vinyl and CD/DVD and further gains from operating efficiencies.   

Unfortunately, gaming has historically carried better margins than CD/DVD sales, so the earnings impact of 

the gaming miss was exacerbated on the bottom line as well. That said, on the call, it is clear that management 
remains quite optimistic about their prospects, and we think that includes gaming, so while we have crammed 

down our estimates, it will not surprise us if they can surprise to the upside again.              
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Despite the miss, we remain constructive on Alliance’s prospects, and as such we reiterate our Allocation of 4 

and our 12-24 month price target of $6.00.  As those following the Company are aware, and as the chart above 

reflects, the stock has already breached our price target in several occasions, which in our case typically results 

in either a target increase, an allocation downgrade or coverage termination. Our thinking in that regard is that 
we are likely to increase our price target moving forward if they continue to perform in line with our model 

assumptions. Succinctly, setting aside this quarters miss and some of the associated issues we noted, our view 

is that their overall strong  financial performance since the time we started researching and then ultimately 
initiating the coverage has derisked the story, which we think justifies lower risk discounts and in turn higher 

price targets. We will hold that card for now but that is our general view of our price target relative to the 

current price of the shares.   We will reassess our conclusions as new information emerges.           
 

 

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 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. 


