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Key Metrics

NXTD - NYSE $0.64

Pricing Date Nov 5 2015

Price Target $3.00

52-Week Range $4.20 - $0.58

Shares Outstanding (mm) 28,000,000.0

Market Capitalization (mm) $17,920,000.0

3-Mo Average Daily Volume 163,780

Book Value/Share $0.03

Price/Book 21.3x

Dividend Yield NA

EPS FY: December
Prior Curr. Prior Curr.

2014A 2015E 2015E 2016E 2016E

1Q-Mar (0.01) -- (0.08)A -- (0.07)E

2Q-Jun (0.09) -- (0.14)A -- (0.05)E

3Q-Sep (0.12) -- (0.12)E -- (0.02)E

4Q-Dec (0.09) -- (0.09)E -- 0.01E

FY (0.31) -- (0.43)E -- (0.12)E

P/E NM NM NM

REVENUE
Prior Curr. Prior Curr.

2014A 2015E 2015E 2016E 2016E

1Q-Mar 0.0 -- 0.0A -- 3.2E

2Q-Jun 0.0 -- 0.1A -- 4.8E

3Q-Sep 0.0 -- 0.4E -- 8.0E

4Q-Dec 0.0 -- 1.6E -- 11.2E

FY 0.0 -- 2.1E -- 27.2E

Company Description:
NXT-ID Inc, located in Shelton, Connecticut, provides security
solutions to mobile devices. The Company provides MobileBio, a
suite of biometric solutions that secure consumers' mobile platforms
with focus on the growing m-commerce market. MobileBio mitigates
consumer risks associated with mobile computing, m-commerce and
smart OS-enabled devices. The Company's products are MobileBio
biocloud; identity authentication solution for consumer applications,
MobileBio wocket, MobileBio facematch; facial recognition system for
smartphones, tablets, laptop and desktop, and MobileBio voicematch;
identification of the specific individual and can communicate with the
intended device directly or remotely. It was founded on 2012.

Nxt-ID, Inc.
Rating: Buy
A value-add player in the mobile payment market

Investment Highlights:

Nxt-ID, Inc. (Nxt-ID) is a biometrics and authentication company focused on the
growing m-commerce market with an innovative MobileBio™ suite of biometric
solutions that secure mobile platforms. The Company also serves the access control
and law enforcement facial recognition markets.
Mobile Payments: IDC predicts that mobile payments globally will account for
US$1 trillion in 2017, up from the 2015 figure of just below US$500 billion. The
majority of mobile payments today are related to mobile commerce transactions,
with remote payments being the most widely used. Whereas mobile payments in
North America and Europe are driven largely by systems that are linked to debit and
credit cards, the limited state of card adoption in Asia/Pacific forces potential mobile
payment behavior to shift to usage of bank account–linked mobile wallets.
Positioned in growth markets: Nxt-ID is focused on products, solutions, and
services that have a need for biometric secure access control. Nxt-ID has three distinct
lines of business that they are currently pursuing: mobile commerce; law enforcement
and biometric access control applications.
Electronic smart wallet: Nxt-ID initial efforts have primarily focused on the
development of a secure mobile electronic smart wallet. Wocket™ is a smart wallet,
the next evolution in smart devices following the smart phone and smart watch,
designed to protect your identity and replace all the cards in your wallet, with no
smart phone required. Wocket™ works anywhere credit cards are accepted and only
works with your biometric stamp of approval. Credit, debit, ATM, loyalty, gift, ID,
membership, insurance, ticket, emergency, medical, business, contacts, coupon, and
virtually any card can be protected on Wocket™.
Building out the ecosystem:The Nxt-ID plan includes the use of core biometric
facial and voice recognition algorithms to develop security applications (both cloud
based and locally hosted) that can be used for corporations as well as individuals.
Nxt-ID business strategy calls for a suite of high level security products and
facial recognition applications that can be utilized by law enforcement, the defense
industry, and the U.S. Department of Homeland Security. The company’s subsidiary
3D-ID is an official contractor to Battelle Memorial Institute for the biometrics
technology portion of the recently awarded TIES Unrestricted Suite Contract from
the Department of the Army.
Enhancing the platform solution: Nxt-ID also plans to service the access control
and law enforcement facial recognition markets with their 3D facial recognition
technology products beginning with U.S. federal and state governmental agencies.
These products, whose underlying technologies have been licensed by Nxt-ID,
provide customers with the capability to enroll subjects in a 3D database and use that
database for verification of identities.
Financial Summary: For 2015, we estimate Nxt-ID could generate revenue of $2
million as a manufacturing component delay pushed back the expected launch date
to late in the year. Operating loss is expected to be $11.6 million with an adjusted
EPS loss of $0.43. With full-scale production expected in 2016, we are forecasting
revenue of $27 million. Operating loss is expected to narrow to $3.6 million with
operating profit of $0.4 million in 4Q16 expected. EPS for the full year is estimated
to be a loss of $0.12. Assuming Nxt-ID can gain further traction in multiple markets
by 2017, we see the company possibly achieving $3.8 million in operating income
and $0.11 in EPS.
Aegis Capital was the sole book runner for the 1.5 million common share offering
in October 2015.
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 Investment Summary 

 

Nxt-ID, Inc. (Nxt-ID) is a biometrics and authentication company focused on the growing m-commerce 
market with an innovative MobileBio™ suite of biometric solutions that secure mobile platforms. The 
Company also serves the access control and law enforcement facial recognition markets. 

 

 View 

 

Mobile Payments: IDC predicts that mobile payments globally will account for US$1 trillion in 2017, up 

from the 2015 figure of just below US$500 billion. The strongest growth for mobile payments will likely not 
come from the proximity payments sector that is based on Near Field Communications (NFC), but will be 
driven largely in part by rising levels of mobile commerce as emerging nations come online for the first 
time and witness an Internet boom via smartphones. The majority of mobile payments today are related to 
mobile commerce transactions, with remote payments being the most widely used. Whereas mobile 
payments in North America and Europe are driven largely by systems that are linked to debit and credit 
cards, the limited state of card adoption in Asia/Pacific forces potential mobile payment behavior to shift to 
usage of bank account–linked mobile wallets. 

Target Segments: Nxt-ID a technology company with core competencies in biometrics that is targeting 

the growing mobile commerce market with MobileBio™ suite of biometric solutions that are intended to 
secure mobile platforms. The MobileBio™ solutions are intended to provide advantages within these 
markets by filling a gap left by traditional biometric solutions that either are physically integrated and thus, 
not flexible or versatile, or provide poor interoperability between different mobile devices and insecure 
remote Nxt-ID also plans to serve the access control and law enforcement facial recognition markets. 

Positioned in growth markets: Nxt-ID is focused on products, solutions, and services that have a need 

for biometric secure access control. Nxt-ID has three distinct lines of business that they are currently 
pursuing: mobile commerce; law enforcement and biometric access control applications.  

Electronic smart wallet: Nxt-ID initial efforts have primarily focused on the development of a secure 

mobile electronic smart wallet. Wocket™ is a smart wallet, an evolution in smart devices following the 
smart phone and smart watch, designed to protect your identity and replace all the cards in your wallet, 
with no smart phone required. Wocket™ works anywhere credit cards are accepted and only works with 
your biometric stamp of approval. Credit, debit, ATM, loyalty, gift, ID, membership, insurance, ticket, 
emergency, medical, business, contacts, coupon, and virtually any card can be protected on Wocket™.  

Building out the ecosystem: Nxt-ID plan includes the use core biometric facial and voice recognition 

algorithms to develop security applications (both cloud based and locally hosted) that can be used for 
corporations (industrial uses, such as enterprise computer networks) as well as individuals (consumer 
uses, such as smart phones, tablets or personal computers). Nxt-ID business strategy calls for a suite of 
high level security products and facial recognition applications that can be utilized by law enforcement, the 
defense industry, and the U.S. Department of Homeland Security. The company’s subsidiary 3D-ID is an 
official contractor to Battelle Memorial Institute for the biometrics technology portion of the recently 
awarded TIES Unrestricted Suite Contract from the Department of the Army. 

Enhancing the platform solution: Nxt-ID also plan to service the access control and law enforcement 

facial recognition markets with their 3D facial recognition technology products beginning with U.S. federal 
and state governmental agencies. These products, whose underlying technologies have been licensed by 
Nxt-ID, provide customers with the capability to enroll subjects in a 3D database and use that database for 
verification of identities.  

 

 Valuation 

 

We are forecasting for revenues to grow from about $2 million in fiscal 2015 to over $27 million in fiscal 
year 2016. We expect the company to reach operational break even at a quarterly revenue run rate of 
about $5.5 million. 

Our 12-month price target of $3 based on a DCF analysis that assumes a 15% discount rate and a 3% 
terminal growth rate. 

 

 

Nxt-ID, Inc. November 6, 2015
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Risks to Valuation and Price Target 

 
Liquidity Risk: Nxt-ID has just started to generate revenue and has had to raise capital for funding. 

Should the Wocket™ fail to gain traction and the company’s biometric solution not gain acceptance, Nxt-ID 
may have to raise further capital or may not be able to sustain as a going concern. 
 
Competition: Nxt-ID faces intense competition in the crowded mobile commerce and secure solutions 

space from much larger companies like Amazon, Apple and eBay.  Nxt-ID also faces competition from 
angel backed or crowd funded well publicized startups like Coin. 
 
Manufacturing Supply Chain: Nxt-ID relies on the timely acquisition and delivery of certain components 

for its manufacturing process. The company may not be able to obtain adequate quantities of crystals, 
diodes, and other manufacturing components from overseas suppliers in time to meet shipment orders. 
 
 
Financial Results 

 
Nxt-ID had revenues of $115,401 and $113,131, respectively during the six and three months ended June 
30, 2015 and no revenues during the six and three months ended June 30, 2014. Revenues for the six 
months ended June 30, 2015 have all been related to the shipments of the Wocket® smart wallet to early 
access preorder customers. The company announced preliminary revenues for the three months ended 
September 30, 2015 were approximately $410,000 compared with $113,131 for the three months ended 
June 30, 2015. Revenues for the 9 months ended September 30, 2015 were approximately $520,000. 
 

Figure 1. Nxt-ID, Inc. - Building out the ecosystem 

 
Sources: Company Reports and Aegis Capital estimates 

Operating expenses for the six months ended June 30, 2015 totaled $4.5 million and consisted of research 
and development expenses of $1.5 million, selling and marketing expenses of $1.3 million and general and 
administrative expenses of $1.7 million. For the six months ended June 30, 2014, operating expenses 
totaled $1.5 million and consisted of research and development expenses of $0.4 million, selling and 
marketing expenses of $0.4 million and general and administrative expenses of $0.8 million. 

The increase in expenditures for the six months ended June 30, 2015, as compared to the six months 
ended June 30, 2014, is due to an increase in research and development expenses relating to the 
development of the Wocket™ smart wallet and improving and updating the Company’s 3D facial 
recognition systems, as well as an increase in advertising and promotional expenses. 

Nxt-ID, Inc. November 6, 2015
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Figure 2. Nxt-ID, Inc. - Revenue Roadmap 

 
 
Sources: Company Reports and Aegis Capital estimates 

Nxt-ID ability to execute its business plan is dependent upon its ability to raise additional equity, secure 
debt financing, and/or generate revenue. Should Nxt-ID not be successful in obtaining the necessary 
financing, or generate sufficient revenue to fund its operations, Nxt-ID would need to curtail certain of its 
operational activities. 

Nxt-ID is an early stage entity and incurred an operating loss of $4.5 million and a net loss of $5.5 million 
during the six months ended June 30, 2015. As of June 30, 2015 Nxt-ID had cash and stockholders’ equity 
of $0.2 million and $0.9 million, respectively. At June 30, 2015, Nxt-ID had working capital of $0.4 million. 

In order to execute the long-term strategic plan to develop and commercialize its core products, Nxt-ID will 
need to raise additional funds, through public or private equity offerings, debt financings, or other means. 

 
Background 
 

Nxt-ID is a Delaware corporation formed on February 8, 2012. Nxt-ID was initially known as Trylon 
Governmental Systems, Inc. The company changed the name to Nxt-ID, Inc. on June 25, 2012 to reflect 
the primary focus on our growing biometric identification, m-commerce and secure mobile platforms. 

 

Figure 3.  Wocket™ - The next evolution in smart devices 

 
Sources: Company Reports and Aegis Capital estimates 

Nxt-ID, Inc. November 6, 2015
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On June 25, 2012, Nxt-ID acquired 100% of the membership interests in 3D-ID LLC, a limited liability 
company formed in Florida in February 2011 and owned by the Company’s founders. By acquiring 3D-ID 
Nxt-ID gained the rights to a portfolio of patented technology in the field of three-dimensional facial 
recognition and imaging including 3D facial recognition products for access control, law enforcement and 
travel and immigration. 

 

Corporate History 
 
Nxt-ID is an early stage technology company that is focused on developing and marketing products, 
solutions, and services for organizations that have a need for biometric secure access control. Nxt-ID three 
distinct lines of business: law enforcement, m-commerce, and biometric access control applications. Nxt-
ID initial efforts focused on secure products offering for law enforcement, the Department of Defense, and 
Homeland Security through 3D FaceMatch® biometric identification systems. In parallel Nxt-ID has 
developed a secure biometric electronic smart wallet, the Wocket® smart wallet, for the growing m-
commerce market. The Wocket® smart wallet constitutes unique technology because it takes a very 
different approach relative to the current offerings: instead of replacing the wallet through a smartphone, 
Nxt-ID aim is to improve it. The Wocket® smart wallet could reduce the number of cards carried in a 
consumer’s wallet while supporting most payment methods currently available at point of sale at retailers 
around the world, including magnetic stripe, barcodes and Quick Response (QR) Codes and in the near 
future near field communications, all within a secure biometric vault. Nxt-ID has also recently launched a 
new biometric authentication product named Voicematch®. This product is a new method of recognizing 
both the voice of speakers and specific words they use providing innovative multi-factor recognition that is 
efficient enough to run on low-power devices. 

 

Figure 4.  Nxt-ID, Inc. – Platform Solution 

 
Sources: Company Reports and Aegis Capital estimates 

Using its biometrics technologies, Nxt-ID plans to address the growing m-commerce market with the 
innovative MobileBio™ suite of biometric solutions that secure mobile platforms. Currently, most mobile 
devices continue to be protected simply by questions that a user asks and PIN numbers. This security 
methodology is easily duplicated on another device and can be easily spoofed or hacked. Nxt-ID’s 
biometric security paradigm is Dynamic Pairing Codes (DPCs). DPCs are a new, proprietary method to 
secure users, devices, accounts, locations and servers over any communication media by sharing key 
identifiers, including biometric-enabled identifiers, between end-points by passing DPCs (random 
numbers) between end-points to establish sessions and/or transactions without exposing identifiers or 
keys. Nxt-ID plan also anticipates that they will use their core biometric algorithms to develop a security 
application that can be used for corporations (industrial uses, such as enterprise computer networks), as 
well as individuals (consumer uses, such as smart phones, tablets, or personal computers). Nxt-ID started 
limited shipments of the Wocket® smart wallet in March 2015 and they shipped the majority of our pre 
orders in the second quarter of 2015. Nxt-ID will begin to scale deliveries in the third quarter with an 
emphasis on a full retail rollout in the last quarter of 2015. 

 

Nxt-ID, Inc. November 6, 2015
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Figure 5. Nxt-ID, Inc. – Scalable Technology 

 

 
Sources: Company Reports and Aegis Capital estimates 

Nxt-ID plans to use its core biometric facial and voice recognition algorithms to develop security 
applications (both cloud based and locally hosted) that can be used for corporations (industrial uses, such 
as enterprise computer networks) as well as individuals (consumer uses, such as smart phones, tablets or 
personal computers). Nxt-ID also plans to service the access control and law enforcement facial 
recognition markets with its existing 3D facial recognition technology products beginning with U.S. federal 
and state governmental agencies. These products, whose underlying technologies have been licensed by 
Nxt-ID, provide customers with the capability to enroll subjects in a 3D database and use that database for 
verification of identities. Nxt-ID suite of high level security products and facial recognition applications can 
be utilized by law enforcement, the defense industry, and the U.S. Department of Homeland Security. 

To date, Nxt-ID operations have been funded primarily through sales of common stock, exercises of 
warrants into common stock, the issuance of Convertible Notes, and deposits and sales resulting from 
orders received of the Wocket™ smart wallet. Nxt-ID is subject to the risks and uncertainties associated 
with an emerging growth company. Nxt-ID has no established source of capital and we have incurred 
losses from operations since inception 

 
Product Roadmap 
 
Wocket™ 

Nxt-ID has developed a physical electronic smart wallet that is intended to hold information from credit 
cards, debit cards, loyalty cards, identification cards, and virtually any magnetic stripe card to allow the 
owner of the card to configure a single, dynamic, electronic card to replicate any of the copied cards and 
thereby reduce the number of physical cards carried in a wallet. Users will simply scan in each card, slide 
through each of the scanned soft-cards via a touch screen display and select the card the user wishes to 
program. The resultant electronic card can then be swiped just like a regular credit, debit, or virtually any 
other card. The system consists of 2 devices: an electronic smart wallet “Wocket” and a dynamic smart 
card. The electronic smart wallet will be secured by biometric identification and will also have a range of 
accessories that allow the user to carry a driver’s license and cash in the same device, replacing the wallet 
altogether. Nxt-ID commenced shipping Wocket in the second quarter of 2015. 

Nxt-ID intend to initially market the Wocket to consumers through direct sales via their website, social 
media and digital marketing. Thereafter we will expand our reach through distinct channel partners with 
widespread retail distribution. Nxt-ID also seeking partnerships with corporations and financial institutions 
that have an interest in fraud prevention.  

MobileBio VoiceMatch® 

Voicematch® is a method of recognizing both speakers and specific words providing multi-factor 
recognition. Voice authentication is a biometric method of authentication like fingerprint that allows an 
individual access to multiple devices. Voicematch is efficient to run on low-power devices and will run on 
mobile platforms such as Android and iOS, as well as laptops and desktops. The product helps to address 

Nxt-ID, Inc. November 6, 2015
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the growing BYOD problem for corporations by identifying the individual using the mobile device. 
Voicematch® is a potential original equipment manufacturer product for smartphone manufacturers. The 
product will also be sold as a standard development kit to enable corporations the opportunity to add a 
further layer of biometric protection to their websites and smartphone applications for their customers. 

FaceMatch® 

FaceMatch® is intended to serve as a modular facial recognition system for smartphones, tablets, laptop 
and desktop computers. FaceMatch®, depending on the number of cameras available and level of security 
desired, will use 2D, partial 3D or 3D facial recognition algorithms to allow the user access to their device. 
The software is intended to 

be hosted on the device or through a cloud computing solution. The software will also be designed to be 
available as an app on the iPhone and Android platforms. The FaceMatch® app is near the completion of 
its development for desktop and laptop use. The development work for the FaceMatch® app for tablet and 
smartphone use has not yet begun but will use the same basic technology. 

Through the acquisition of 3D-ID LLC, Nxt-ID acquired 3D FaceMatch® and 3D SketchArtist™ facial 
recognition products. These products are primarily designed for access control, law enforcement and 
travel and immigration in contrast to the MobileBio™ products which are designed for individual security on 
mobile devices. 

3D FaceMatch® Biometric Identity Systems 

The ActiveID Biometric Identity System is a completely modular and field proven identity management 
platform providing fusion of 3D facial recognition, 2D facial recognition and optional fingerprint biometrics. 
Available as a standalone solution or readily integrated into national scale systems for travel and 
immigration, access control and law enforcement, ActiveID products feature patented FaceMatch® 3D 
facial recognition. Except for the Biometric Camera hardware, all products consist of software running on 
industry-standard encrypted networks, databases, and computers.  

 

Mobile Payments Landscape 
 
Mobile payments come in a variety of forms that are ultimately grouped together by being fulfilled through 
the mobile platform. While smartphones are of increasing importance in modern mobile payment schemes, 
feature phones have historically been used and are still being used in both present- and next-generation 
payment platforms. 
 

There exist two major categories — each with two different varieties of mobile payments. 
 
Proximity 
 
Barcode: Quick response (QR) codes used for fulfillment of transactions by scanning a code using the 
camera of a smartphone 
 
NFC: Payment systems such as Apple Pay and Google Wallet, which all use physical contact to transact 
funds 
 
Remote 

 
Mobile Commerce: Payment mechanism used for goods and services that are transacted through mobile 
devices; these are linked directly to bank accounts or credit and debit card accounts 
 
Peer to peer (P2P), including mobile money: P2P direct transfer of funds either from a bank account 
directly or from stored value held in the form of credit currency 
 
Remote Payments Will Be the Key Growth Engine 
 
We expect the bulk of mobile payments through 2017 to be mainly from remote payments, which are 
typically related to mobile commerce transactions. These involve payments through e-wallets such as 
PayPal as well as mobile money–type transactions. These types of technology have existing in various 
forms for quite some time. 

 

Nxt-ID, Inc. November 6, 2015
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Figure 6. Mobile Payment, Global Market Transaction Value, 2013-2017E 

 
Sources: IDC and Aegis Capital estimates 

Mobile money solutions in particular have already seen considerable success in regions such as Africa 
and other emerging markets, and such solutions have even progressed to the extent in which they serve 
as a secondary currency for transactions of all sizes in physical transactions such as buying goods from 
stores, salary payments, and settling business-to- business(B2B) transactions. 

Where such mobile money solutions have succeeded usually goes hand in hand with a financial system 
that has failed to modernize and keep up with the needs of its consumers or is simply inadequate in the 
breadth of services that it offers. However, the overall global scale of these markets remain fairly limited to 
emerging markets, which is our reasoning for seeing growth in these markets to be relatively flat. 

Remote mobile wallets can be seen as extensions of familiar existing payment methods such as PayPal 
and Alipay. These are then brought from their largely desktop-based origins into the convenient mobile 
form factor to enable usage for day-to-day physical transactions enabled by the power and Internet 
connectivity of modern smartphones. 

Proximity Payments Are Small but Quickly Growing in Importance 

Projections for proximity payments such as NFC and QR code–enabled systems are set to rise quickly as 
well. The last 12 months have seen considerable attention paid to Apple's Apple Pay system and how it 
may become the first mainstream NFC payments system to gain some level of headway in the market. 
Apple Pay is still a niche area at present but will grow in reach and stature. This rings particularly true for 
developed markets where there may be enough market scale among users to make them a viable and 
important part of the payment ecosystem. The growth of NFC-based contactless payments is globally 
being driven by rising smartphone adoption of NFC-enabled phones 

such as the iPhone 6 and Samsung Galaxy models, coupled with the increasing availability of point-of-sale 
(POS) terminals that enable these transactions to be fulfilled. Apple Pay's POS strategy is particularly 
notable in choosing to piggyback on existing "tap to pay" infrastructure instead of choosing the POS 
infrastructure by themselves. The Samsung Pay goes one step further in building the magnetic stripe 
technology into its smartphones to effectively mean that almost any current card payment terminal will be 
able to use this function. 

The QR Code May Have an Unexpected Role to Play in Asia/Pacific 

Though playing a smaller role than NFC, the QR code as a payment tool also has some unique potentials. 
In Asia/Pacific, the QR code is mainly being driven by consumer habits in China where this technology is 
used for a variety of day-to-day mobile activities including payments. This behavior has likely emerged due 
to the proliferation of Android-based smartphones in the market, which are running on various versions of 
the Android operating system (OS). This fragmented hardware and OS landscape meant that NFC 
availability in the device was typically low and far from guaranteed, making app proliferation and proximity 
payments using a smartphone difficult to implement. The QR code emerged as an alternative and the 
lowest common denominator since all mobile devices and smartphones virtually have built-in cameras. 
This has allowed compatibility and functionality between devices. While we expect that this behavior will 
likely stay restricted to China, there is the possibility that other emerging markets such as Indonesia may 
also follow a similar path. 

Nxt-ID, Inc. November 6, 2015
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Overall, the proportion of payments that are derived from mobile-based origins is set to continue to grow at 
a steady rate, and we will see their importance and the role that they play in the global financial system 
also grow accordingly. 

Figure 7. Mobile Payment, Global Market Breakdown by Method, 2013-2017E 

 
 
Sources: IDC and Aegis Capital estimates 

Predicting global mobile payment uptake  

In looking to see what could serve as factors for potential uptake of mobile payments, we first turn our 
attention to looking at the current financial services system, particularly current credit card and debit card 
penetration along with population, to see what clues there might be. A high propensity to spend with 
existing current generation electronic payment mechanisms (credit cards and debit cards) may give us 
some behavioral insight into whether or not those particular regions will be willing to adopt next generation 
payment systems. 

Low credit card penetration in Asia is a major headwind for payments. However, the picture for debit cards 
is much better in Asia. UnionPay's success in China may serve as a potential road map for non-cash 
payments. In this model, debit cards become the preferred payment model as opposed to credit cards due 
to initial ease of ownership (no salary requirements or credit rating needed). Further evidence to this can 
be supported by macro-governmental policies in both India and Thailand, which have seen their respective 
administrations identify debit cards as a key financial instrument in financial inclusion for the unbanked 
populations and in reducing nationwide usage of cash. These two governments have set bold 
corresponding policies, which attempt to popularize debit cards in both their nationwide penetration and 
usage. Malaysia has recently seen a debit card upsurge for both offline and online purchases, and it is 
possible that the advantages of such a movement can also be replicated in other markets. We may very 
well be seeing a future for these markets in which credit cards never reach the level they have done in 
North America and Europe, and in which debit cards are the preferred and default non-cash payment 
option for many. 

 

Nxt-ID, Inc. November 6, 2015
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Figure 8. Asia/Pacific Credit Penetration versus Debit Card Penetration 

 
 
Sources: IDC and Aegis Capital estimates 

Mobile payments in North America and Europe will likely to be driven mostly by credit cards and debit 
cards linked to various systems such as mobile wallets, universal credit cards, and credit card emulators. 
This situation will unlikely be how it pans out for Asia/Pacific. The lack of existing cards and especially of 
credit cards, with consumers to create this initial link to the phone, will mean that more bank account–
linked wallets are likely to be popular. That is, electronic wallets on the phone act as an intermediary for 
payment between the bank and the POS. The already popular Alipay wallet serves as probably the best 
global example of this type of technology at the moment. 

Figure below attempts to graphically represent some of the factors that could drive mobile payment usage 
in Asia/Pacific by mapping out card spend, smartphone penetration and mobile commerce market size for 
current levels at 2015. A pattern of the highly developed markets in the top-hand corner with the 
developing markets in the lower bottom–hand corner emerges. We note the discrepancy in mobile 
commerce market sizes with China being far larger than any other market, but the other large population 
developing nations such as India and Indonesia are currently lagging far behind. China by itself is the 
major regional engine for mobile commerce at this time and will likely continue to be so for the next few 
years at least as others catch up to its relative sophistication and usage of ecommerce and mobile 
commerce. 

Nxt-ID, Inc. November 6, 2015
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Figure 9. Asia/Pacific Credit Card and Debit Card Spend versus Smartphone Penetration 

 
 
Sources: IDC and Aegis Capital estimates 

 
 
Mobile Payments - The Way Forward 
 
A key issue mobile payment providers face today is the lack of value for both consumers and merchants. 
Most providers tried to match the experience of cash and card payment, while offering little benefit beyond 
payment. The early adopters are tech-savvy consumers willing to go through the registration process, 
sometimes time-consuming and painstaking, to use the new service. This does not help service providers 
in driving wider adoption. There are three key success factors for mobile payment — value, trust and 
ubiquity — with value being the most important and most difficult to achieve Payment providers fulfilling 
those have a much better chance of success. 
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Figure 10. Key Success Factors for Mobile Payment 

 
 
Sources: Gartner and Aegis Capital estimates 

 
Mobile Commerce Experience Delivering Value Leads to Transactions

 

Value is the biggest challenge for mobile payment providers. Consumers in markets that have a well-
developed payment infrastructure and many payment methods do not see the value of mobile payment, 
which is the primary reason for those who do not use mobile service providers will not succeed if they 
focus only on payment, a commodity with a well-established industry value chain and processes. 

To appeal to consumers, service providers need to go beyond payment and offer value-added services 
that can drive a compelling commerce experience. Or they need to build the use case that leads to 
transactions. Consumers will make a transaction only when they have gone through the commerce 
journey, reach the point of making a purchase and payment becomes a natural step. Service providers 
that can build services that bring convenience, deliver benefits and address pain points in the existing 
customer journey have a better chance of succeeding. 

Trust Comes from Brand Affinity and Security 

Lack of trust is the second major reason that people do not use mobile payment. Trust comes from two 
aspects: 

Brand affinity: This takes a long time to build. But even brands with strong influence for their core 

offerings may not see the influence carry over to payment. Various consumer surveys show Apple ranked 
only No. 4 as the brand that consumers trust to store their payment credentials, trailing PayPal, banks and 
Amazon. Brands that have established themselves in ecommerce transactions and financial services are 
the preferred payment service provider. 

Security: Service providers should be aware that the actual security is different from perceived security. 

Agnostic Payment Services Scale Up More Quickly 

Payment is a volume-based business that requires substantial scale to make a profit due to the low margin 
— the interchange fee usually ranges from 1% to 2%, and can be lower in some markets and channels. 
Successful services maximize the reach of users by making themselves agnostic to platforms, 
technologies and use cases. 
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Technology Trends 

 

NFC Transactions Account for the Minority, Despite Momentum from Apple Pay 

Apple Pay has good user experience and strong built-in security technology. However, it fails to deliver 
value for consumers and merchants beyond payment, a key factor driving adoption. The main reasons 
various survey respondents cite for not using Apple Pay are that they see no need for the service, are not 
familiar with how it works and have security concerns, among others. 

Figure 11.  NFC as a Percentage of Smartphones versus NFC as a Percentage of Total Devices 

 
Sources; IDC and Aegis Capital estimates 

Even Apple cannot drive fast adoption given its strong brand and iPhone penetration in the U.S. Other 
NFC payment providers will face an even tougher challenge. Lack of value is a key issue for most mobile 
payment services today, which try to match only the cash and card payment experience. As a result, 
Gartner expects that NFC payment will account for 6% of mobile payment transaction volume in 2018 
worldwide. 

Tokenization Is Being Driven by Apple Pay and Host Card Emulation Deployments 

Tokenization is an important development in the payment industry in the last 12 months. Since the release 
of technical framework by EMVCo in March 2014, the technology has been embraced by major card 
networks such as Visa, MasterCard and AMEX. Apple Pay is the first commercial deployment of the 
tokenization service based on the EMV standard. Samsung Pay also uses the same mechanism. 

The key value of tokenization is that it protects real card data by replacing the card number with a token, 
which is then processed through the payment infrastructure. So card data is not exposed anywhere in the 
process, reducing the chance of stolen card data. Even if the token is lost or stolen, it is of little value since 
fraudsters can do little with the token without knowing the parameters controlling the token usage. 
Tokenization supports new form factors, such as mobile devices and wearables, as well as use cases for 
online, in-app, in-store and even in-vehicle payment 

Many financial institutions are planning to deploy tokenization, or are in the process. In the U.S., adoption 
is primarily driven by Apple Pay, as competitive pressures mounted after leading banks announced 
support. In Europe, where Apple Pay hasn't launched, many financial institutions are deploying their own 
NFC payment services using the host card emulation (HCE) approach to directly reach their customers. 
Because of HCE's cloud-based architecture, tokenization is a must to achieve performance and security. 
In fact, a number of financial institutions had rolled out tokenization services before the EMV specification 
was released, using pre-standard solutions. With more HCE projects being rolled out, and the likely launch 
of Apple Pay, Europe will also see tokenization being adopted by most financial institutions. 
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Investment Summary 
 
Nxt-ID specializes in biometric and authentication solutions and is the developer of the Wocket™, a smart 
wallet which addresses the alternative payments market through a non-phone solution.  In addition to the 
Wocket™, Nxt-ID has several patents related to biometric authentication solutions, including 3D facial 
recognition technology. 

Nxt-ID could develop additional security solutions for the large mobile market. For 2015, we estimate Nxt-
ID could generate revenue of $2 million as a manufacturing component delay pushed back the expected 
launch date to late in the year. Operating loss is expected to be $11.6 million with an adjusted EPS loss of 
$0.43. With full-scale production expected in 2016, we are forecasting revenue of $27 million. Operating 
loss is expected to narrow to $3.6 million with operating profit of $0.4 million in 4Q16 expected. EPS for 
the full year is estimated be a loss of $0.12. Assuming Nxt-ID can gain further traction in multiple markets 
by 2017, we see the company possibly achieving $3.8 million in operating income and $0.11 in EPS. 

 
Management 

 

Gino M. Pereira, Chief Executive Officer and Director 

Mr. Pereira, one of the co-founders, has served as the Chief Executive Officer, Chief Financial Officer and 
director, from the date of inception of the Company. Mr. Pereira has over 30 years of executive, 
operational and financial experience with technology companies in the United States, Europe and the Far 
East. He has also helped to develop several technology start-ups as well as served in an executive 
capacity in a large multinational public company. Mr. Pereira was Chief Financial Officer and later Chief 
Executive Officer of Technest Holdings Inc., a publicly quoted defense contracting company, from 2004 to 
2011.  Mr. Pereira brings to the Board significant expertise in the biometric and software recognition 
industries, as well as experience in international business technology and extensive management and 
operating experience 

 

Vincent S. Miceli, Vice President and Chief Financial Officer 

Mr. Miceli has served as a Vice-President and Chief Financial Officer of the Company since September 
29, 2014. Mr. Miceli has over 30 years of experience in executive, financial and operational management 
for companies based primarily in the United States. Prior to joining the Company, Mr. Miceli was Vice-
President and Chief Financial Officer/Treasurer of Panolam Industries International, Inc., a privately held 
company which primarily designs, manufactures, and distributes decorative and industrial laminates from 
May 2006 to mid-December 2013. Prior to that, Mr. Miceli was the Chief Financial Officer and Corporate 
Controller of Opticare Health Systems, Inc., a company that provides integrated eye care services from 
2004 to 2006.  
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Figure 12. Nxt-ID, Inc. — Income Statement, 2013-2016E 

 
Sources: Company Reports and Aegis Capital estimates 

Mar-14 Jun-14 Sep-14 Dec-14 Mar-15 Jun-15 Sep-15 Dec-15 Mar-16 Jun-16 Sep-16 Dec-16

Q1 Q2 Q3 Q4 Q1 Q2 Q3E Q4E Q1E Q2E Q3E Q4E

Revenues -$                   -$                   -$                        -$                        -$                   -$                        $2,270 $113,131 $400,000 $1,600,000 $2,115,401 $3,200,000 $4,800,000 $8,000,000 $11,200,000 $27,200,000

Cost of goods sold -$                   -$                   -$                        -$                        -$                   -$                        $1,990 $133,857 $500,000 $1,200,000 $1,835,847 $2,176,000 $3,264,000 $5,440,000 $7,392,000 $18,272,000

Gross Profit (Loss) -$                   -$                   -$                        -$                        -$                   -$                        $280 ($20,726) ($100,000) $400,000 $279,554 $1,024,000 $1,536,000 $2,560,000 $3,808,000 $8,928,000

General and administrative $835,162 $295,926 $462,151 $710,914 $963,669 $2,432,660 $816,443 $857,662 $1,000,000 $1,100,000 $3,774,105 $1,000,000 $1,000,000 $1,000,000 $1,000,000 $4,000,000

Selling and marketing $81,323 $60,184 $317,419 $372,371 $646,103 $1,396,077 $658,034 $655,232 $1,000,000 $1,000,000 $3,313,266 $1,000,000 $1,300,000 $1,600,000 $1,800,000 $5,700,000

Research and development $518,614 $164,278 $259,848 $463,054 $530,565 $1,417,745 $573,255 $940,760 $700,000 $700,000 $2,914,015 $600,000 $600,000 $600,000 $600,000 $2,400,000

Total Operating Expenses $1,435,099 $520,388 $1,039,418 $1,546,339 $2,140,337 $5,246,482 $2,047,732 $2,453,654 $2,700,000 $2,800,000 $10,001,386 $2,600,000 $2,900,000 $3,200,000 $3,400,000 $12,100,000

Operating Income (Loss) ($1,435,099) ($520,388) ($1,039,418) ($1,546,339) ($2,140,337) ($5,246,482) ($2,047,452) ($2,474,380) ($2,800,000) ($2,400,000) ($9,721,832) ($1,576,000) ($1,364,000) ($640,000) $408,000 ($3,172,000)

Interest income 1,235$          1,235$               399$              131$               530$                

Interest expense (35,461)$      (30,744)$      -$                        -$                        -$                   (30,744)$           -$                   (320,800)$     (400,000)$     (400,000)$     (1,120,800)$  (400,000)$   (400,000)$    

Warrant exercise expense (1,051,128)$     (1,161,410)$     (2,212,538)$     -$                   -$                     -$                    

Change in fair value derivatives (73,974)$      412,763$     -$                        -$                        -$                   412,763$           -$                   -$                     -$                    

Inducement Expense (655,000)$     (100,000)$     

Total Other Expense, Net (109,435)$   382,019$     (1,051,128)$     (1,161,410)$     1,235$          (1,829,284)$     399$              (975,669)$     (500,000)$     (400,000)$     (1,875,270)$  (400,000)$   -$                   -$                   -$                   (400,000)$    

Net Income (Loss) ($1,544,534) ($138,369) ($2,090,546) ($2,707,749) ($2,139,945) ($7,076,609) ($2,047,053) ($3,450,049) ($3,300,000) ($2,800,000) ($11,597,102) ($1,976,000) ($1,364,000) ($640,000) $408,000 ($3,572,000)

EPS ($0.07) ($0.01) ($0.09) ($0.12) ($0.09) ($0.31) ($0.08) ($0.14) ($0.12) ($0.09) ($0.43) ($0.07) ($0.05) ($0.02) $0.01 ($0.12)

Shares Outstanding 21,409,369 21,956,200 22,011,401 22,640,024 22,849,010 22,849,010 24,877,756 25,487,505 28,000,000 30,000,000 27,091,315 30,100,000 30,200,000 30,300,000 32,600,000 30,800,000

FY13 FY14 FY15E FY16E
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Figure 13. Nxt-ID, Inc. — Balance Sheet 

 
Sources: S&P and Aegis Capital estimates 

 

(In thousands except per share data) Mar-14 Jun-14 Sep-14 Dec-14 Mar-15 Jun-15

Q1 Q2 Q3 Q4 Q1 Q2

Assets

Current Assets

Cash 338,177$   588,179$      4,817,935$ 2,201,287$ 2,201,287$ 324,238$        153,667$     

Restricted cash 4,152$           5,963$          28,439$       28,439$       28,419$           14,075$       

Accounts Receivables -$                 -$                    -$                   -$                   -$                   -$                      -$                   

Inventory 29,468$      30,167$        32,619$       359,544$     359,544$     566,134$        1,119,253$ 

Prepaid expenses 3,313$        94,441$        173,594$     918,204$     918,204$     808,749$        647,003$     

Total Current Assets 370,958$   716,939$      5,030,111$ 3,507,474$ 3,507,474$ 1,727,540$     1,933,998$ 

Property and equipment 9,308$        23,209$        36,898$       156,223$     156,223$     316,634$        442,117$     

Total Assets 380,266$   740,148$      5,067,009$ 3,663,697$ 3,663,697$ 2,044,174$     2,376,115$ 

Liabilities and Stockholders' Equity

Current Liabilities

Accounts payable 81,912$      92,804$        296,971$     535,209$     535,209$     375,083$        645,315$     

Accrued expenses 25,157$      53,547$        20,223$       254,545$     254,545$     344,261$        560,918$     

Customer deposits 80,018$        117,088$     138,599$     138,599$     131,784$        18,721$       

Advances from officer -$                 -$                    -$                   -$                   -$                   -$                      -$                   

Convertible notes payable -$                 -$                    -$                   -$                   -$                   -$                      293,425$     

Derivative liability- warrants -$                 -$                    -$                   -$                   -$                   -$                      -$                   

Conversion feature liability -$                 

Total Current Liabilities 107,069$   226,369$      434,282$     928,353$     928,353$     851,128$        1,518,379$ 

Total Stockholders' Equity 273,197$   513,779$      4,632,727$ 2,735,344$ 2,735,344$ 1,193,046$     857,736$     

Total Liabilities and Stockholders' Equity380,266$   740,148$      5,067,009$ 3,663,697$ 3,663,697$ 2,044,174$     2,376,115$ 

FY14
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Required Disclosures

Price Target

Our 12-month price target is $3 per share.

Valuation Methodology

We are forecasting for revenues to grow from $2 million in fiscal 2015 to $27 million in fiscal year 2016. We expect the company to
reach operational break even at a quarterly revenue run rate of about $5.5 million.
Our 12-month price target of $3 based on a DCF analysis that assumes a 15% discount rate and a 3% terminal growth rate.

Risk Factors

Liquidity Risk: Nxt-ID has just started to generate revenue and has had to raise capital for funding. Should the Wocket™ fail to gain
traction and the company’s biometric solution not gain acceptance, Nxt-ID may have to raise further capital or may not be able to sustain
as a going concern.
Competition: Nxt-ID faces intense competition in the crowded mobile commerce and secure solutions space from much larger companies
like Amazon, Apple and eBay. Nxt-ID also faces competition from angel backed or crowd funded well publicized startups like Coin.
Manufacturing Supply Chain: Nxt-ID relies on the timely acquisition and delivery of certain components for its manufacturing process.
The company may not be able to obtain adequate quantities of crystals, diodes, and other manufacturing components from overseas
suppliers in time to meet shipment orders.
See Nxt-ID's filings with the Securities and Exchange Commission for additional risk factors.

For important disclosures go to www.aegiscap.com.

Research analyst compensation is dependent, in part, upon investment banking revenues received by Aegis Capital Corp.

Aegis Capital Corp. intends to seek or expects to receive compensation for investment banking services from the subject company within
the next three months.

Aegis Capital Corp. has performed investment banking services for and received fees from Nxt-ID, Inc. within the past 12 months.

Aegis Capital Corp. makes a market in Nxt-ID, Inc..
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   Investment Banking
Services/Past 12 Mos.

 Rating Percent Percent 

 BUY [BUY] 87.04 59.57  
 HOLD [HOLD] 12.96 42.86  
 SELL [SELL] 0.00 0.00  

 

Meaning of Ratings

A) A Buy rating is assigned when we do not believe the stock price adequately reflects a company's prospects over 12-18 months.
B) A Hold rating is assigned when we believe the stock price adequately reflects a company's prospects over 12-18 months.
C) A Sell rating is assigned when we believe the stock price more than adequately reflects a company's prospects over 12-18 months.

Other Disclosures
The information contained herein is based upon sources believed to be reliable but is not guaranteed by us and is not considered to be all
inclusive. It is not to be construed as an offer or the solicitation of an offer to sell or buy the securities mentioned herein. Aegis Capital
Corp., its affiliates, shareholders, officers, staff, and/or members of their families, may have a position in the securities mentioned herein,
and, before or after your receipt of this report, may make or recommend purchases and/or sales for their own accounts or for the accounts
of other customers of the Firm from time to time in the open market or otherwise. Opinions expressed are our present opinions only and
are subject to change without notice. Aegis Capital is under no obligation to provide updates to the opinions or information provided
herein. Additional information is available upon request.

© Copyright 2015 by Aegis Capital

Aegis Capital Corp.
(212) 813-1010
810 Seventh Avenue, 18th Floor
New York, New York 10019
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